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(Securities Code: 1861)
June 6, 2018
To Our Shareholders

Yasunori Sakurano, President
Kumagai Gumi Co., Ltd.

Head Office: 3-2-1, Oote, Fukui-shi
Tokyo Head Office: 2-1, Tsukudo-cho,
Shinjuku-ku, Tokyo

CONVOCATION NOTICE OF
THE 81ST ORDINARY GENERAL MEETING OF SHAREHOLDERS

Dear Sirs and Madams:

Notice is hereby given that the 81st Ordinary Gaihd&leeting of Shareholders of
Kumagai Gumi Co., Ltd. (the “Company”) will be hedd set forth below. You are cordially
invited to attend the meeting.

If you are not able to attend the meeting, you magxercise your voting rights in
writing or via the Internet, etc. After examining the reference materials for the
ordinary general meeting of shareholders set forthhelow, please exercise your voting
rights no later than 5:30 p.m. on Wednesday, June72 2018.

Description
1. Date and Time: 10:00 a.m. on Thursday, June 28, 2018
2. Place: Tokyo Head Office of the Company, Main ConfereRa®mm

2-1, Tsukudo-cho, Shinjuku-ku, Tokyo

3. Purpose:
Matters to Be Reported: 1. Report on the contents of the Business Reporthe 81st
fiscal year (from April 1, 2017 to March 31, 2018) the
contents of the consolidated financial statements @n



the results of audit of the consolidated finanstatements
by the Accounting Auditors and the Audit & Supeoris
Board
2. Report on the contents of the nonconsolidatedntial
statements for the 81st fiscal year (from April2D17 to
March 31, 2018)
Matters to Be Resolved:

Proposal 1: Dividends from surplus

Proposal 2: Determination of amount and details of stock conspéion, etc.
for Directors

Proposal 3: Appointment of eight (8) Directors

Proposal 4: Appointment of two (2) Audit & Supervisory Boarddvhbers

Proposal 5: Appointment of one (1) Substitute Audit & Supeorg Board
Member

4. Guide to Exercising Voting Rights

(1) Exercise of voting rights by postal mail
Indicate your approval/disapproval for each prepas the enclosed Voting Form,
and send the completed form to us so that it resaokeby the above deadline for
the voting.

(2) Exercise of voting rights by electromagnetiethods (using the Internet, etc.)
Please access the website specified by the Comfoamgxercising voting rights
(https://wvww.web54.net) and enter your “Code forekxsing Voting Rights” and
the “password” indicated in the enclosed Votingrior Follow the instructions on
the screen and enter your approval/disapprovadch proposal.

To exercise voting rights via the Internet, efalease refer to the “Guide to
Exercising Voting Rights via the Internet, etc.” pages 27-28.

If you exercise your voting rights both by sendithg Voting Form and via the
Internet, the vote made via the Internet, etc.|sletleemed effective.

[End of Notice]

e e e o s et e s et —~—~ ~ —~—~ —~—~ ~ ~ ~ ~—~

*  Upon arrival at the meeting, please submit the Viilng Form enclosed herewith to the reception at
the entrance to the meeting venue.

* Among the statements to be provided upon this Camcation Notice, “the notes to the
consolidated financial statements” and “the notesa nonconsolidated financial statements” are
disclosed by being posted on the Company’s websitettp://www.kumagaigumi.co.jp/) pursuant
to laws and regulations and the provisions of the ricles of Incorporation and are therefore not
described in the attachment to this Convocation Nate. Please note that the consolidated
financial statements and nonconsolidated financiatatements described in the attachment to this



Convocation Notice are part of the consolidated fiancial statements and nonconsolidated
financial statements audited by the Accounting Audors and Audit & Supervisory Board
Members upon preparing the Accounting Audit Reportand Audit Report, respectively.

If any modifications are made to the reference mirials for the ordinary general meeting of
shareholders, as well as the business report, nom@wlidated financial statements or consolidated
financial statements, such modifications will be psted on the Company’'s website
(http://mww.kumagaigumi.co.jp/).



Reference Materials for Ordinary General Meetingbéreholders
Proposal and Reference Matters
Proposal 1: Dividends from surplus

The basic policy of the Company with regards todtstribution of profits is to return profits
to our shareholders appropriately and steadilyeviilhancing retained earnings to strengthen
the management structure and increase operatirenpuey by taking into consideration the
operating results for the current business terra, dbtlook for the medium-to-long term
performance as well as the management environraent,

In addition, the Company marked its 120th anniugrsa business in January 2018. We
have come this far thanks to the kind support araperation of all related parties, including
our shareholders, and we would like to extend oostreincere appreciation.

Accordingly, in order to express our gratitude éor shareholders’ support and cooperation,
the Company proposes to provide commemorative eindd of JPY 20 in addition to the
increased dividends with respect to the year-ewnideinds for the 81st fiscal year as follows.
In the future, the Company will endeavor to furtimaprove our performance based on the
“Midterm Management Plan (FY2018 to FY 2020),” het focus on returning profits to our
shareholders, and continue shareholder return aahadlividend payout ratio of 30%.

(1) Type of Distributed Assets
Cash

(2) Matters Related to Allotment of Distributed Assand Aggregate Amount Thereof
The Company proposes to make cash dividend pagnwéntPY 90 (of which JPY
70 as ordinary dividend and JPY 20 as commemoralivelend for its 120th
anniversary in business) per share in respecteofdimmon stock of the Company.
In this case, the total amount of dividend willamt to be JPY 4,210,487,010.

(3) Effective Date of Dividends from Surplus
June 29, 2018

The Company conducted a one-for-ten reverse stplikad common stock on October 1,
2017. In consideration of the reverse stock sihié,year-end cash dividend per share for the
80th fiscal year is JPY 70, which means that tloppsed dividends for this year constitute an
increase of JPY 20.



Proposal 2: Determination of amount and details of stock conspéion, etc., for Directors

1. Reasons for the proposal and reasons for congidhe said compensation system to be
appropriate

Compensation for Directors of the Company consi$t$hasic compensation” and “bonus.”
The aim of this proposal is to request approvaltii@r introduction of a stock compensation
system for the Directors of the Company (other tkkariside Directors; the same applies
hereunder) (hereinafter the “System”). We alsaestjapproval to leave the decision on the
details of the System to the discretion of the Boaf Directors within the framework
described in 2. below.

The purpose of the System is to increase the irgcawareness of contributing to the
improvement of medium- to long-term performance #melincrease of corporate value by
making explicit the linkage between Directors’ canpation and the Company’s share value
and by sharing with shareholders the interestsriskd arising from fluctuations in the share
price. Accordingly, we consider that the Systeragpropriate.

The aim of this proposal is to request approvaday additional stock compensation based on
the System to Directors who are in office during tapplicable period of the System
(hereinafter the “Applicable Period”), separataerrthe Directors’ compensation of up to JPY
30 million per month (including compensation for t€lde Directors but not including
employee salaries for those Directors concurreaiyving as employees; hereinafter the
“Maximum Total Amount of Monetary Compensation”) i was approved at the
extraordinary general meeting of shareholders heidJanuary 24, 2001. The initial
Applicable Period shall be the three (3) fiscalrgelaom the fiscal year ending March 2019
until the fiscal year ending March 2021 (hereimaftee “Initial Applicable Period”).
However, the System may continue, in the case wiherépplicable Period is extended prior
to the expiration of the initial trust period ofetiTrust described in 2. below, pursuant to a
resolution of the Board of Directors of the Compamngscribing an extension period of up to
three (3) fiscal years; and the same applies tsespkent expirations. Furthermore, similar
to the Maximum Total Amount of Monetary Compensatithe stock compensation for
Directors of the Company under the System shalimmtide employee salaries for Directors
concurrently serving as employees.

Upon the approval and adoption of Proposal 3, “Apjment of eight (8) Directors” as
originally proposed, six (6) Directors will be abte for the System.

* Upon the approval of this Proposal as origingllpposed, the same stock compensation
system will be introduced to the Executive Officaith whom the Company has executed an
engagement agreement.



2. Amount and details of compensation, etc. unteiSystem

(1)

Overview of the System

The System is a system of stock compensation, wheneist established with cash
contributed by the Company (hereinafter the “Truatquires the shares of the Company
and confers to each Director, through the Trushuenber of the Company’s shares
equivalent to the points that the Company awarastd Director.

The timing for the grant of the Company’s sharegh Directors is, in principle, when
the Directors retire from office.

Directors of the Company (other than Outside

(i) | Directors eligible for the System Directors)

Initial Applicable Period: Three (3) fiscal years

Extension of Applicable Period may be

(i) | Applicable Period Period: extended by
prescribing a period
of up to three (3)

fiscal years
Initial Applicable Period: JPY 75 million
in total
Upper limit of cash contributed by thejpon extension of Amount obtained by
(i) Company to the Trust as funds \tappjicable Period: multiplying JPY 25
acquire the shares of the Company million by the
necessary for grant to Directors number of fiscal

years of the extended
Applicable Period

Method of acquisition of the shares |0 hrough disposal of treasury shargs or py
purchase from exchange market (including
the Company

off-floor trading)

(iv)

Upper limit of the total points awarded5,000 points in total per fiscal year
to the Directors described in (i)

v)

Awarding of points according to the Directors’

(vi) | Standards for awarding points individual rank, etc.

Timing for grant of the Company’sin principle, when the Directors retire from
shares to the Directors described in (i) office

(vii)

(2)

Upper limit of cash contributed by the Company

The initial trust period of the Trust is approximigtthree (3) years. During such trust
period, the Company will contribute cash up to lih@t of JPY 75 million in total as
funds to acquire the Company’s shares necessamoméer shares to the Directors
pursuant to the System, as compensation to be tpaldirectors in office during the
Initial Applicable Period; and the Company will &slish a trust, with those Directors
who meet certain requirements as beneficiaries.e dbquisition of the Company’s
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3)

shares through the Trust will be by the cash that@Gompany places in trust through
disposal of treasury shares of the Company or bghase from the exchange market
(including off-floor trading); provided, howevehdt the initial acquisition is scheduled
to be made by floor trading on the exchange market.

Note: In addition to the above-mentioned fundsdoquiring the Company’s shares,
the cash to be actually entrusted to the Trusthey @Gompany shall include
expected necessary costs, such as trust fees astl administrator fees.
Furthermore, as stated above, when the Systemtrisduted for Executive
Officers, the funds necessary to acquire the Coripamares in order to confer
shares to Executive Officers shall also be entduste

Prior to the expiration of the initial trust peri¢ar the expiration of the trust period after
extension, when the trust period is extended aadSystem continues according to the
following procedure), the trust period may be egtxh for up to three (3) years each
time upon extending the Applicable Period by priéseg an extension period of up to
three (3) fiscal years by decision of the Boardakctors of the Company (including
where the trust period can be extended by tramsfethe trust assets of the Trust to a
trust with the same purpose as the Trust establislyethe Company; hereinafter the
same shall apply), and the System may continue.subh case, the Company shall,
during the extended Applicable Period, additionalytribute cash to the Trust up to the
amount obtained by multiplying JPY 25 million byetmumber of fiscal years of the
extended Applicable Period, as additional funds doquiring the Company’s shares
necessary to confer shares to the Directors uhée$ystem. Furthermore, in such case,
the Applicable Period shall be extended in accardawith the continuation of the
System and the extension of the trust period, hadtwarding of the points and the grant
of the Company’s shares in (3) below shall contimuine extended trust period.

In addition, even when the System is not continmeéxtension of the Applicable Period
as described above, if there are any Directorsnomvpoints have been awarded but who
have not retired at the expiry of the trust perwddhe Trust, the said trust period of the
Trust may be extended until such Directors retioenf office and the grant of shares of
the Company is complete.

Calculation method and upper limit of the skaoé the Company to be conferred to

Directors

(i) Method, etc. of awarding points to Directors
In accordance with the Rules on Grant of Shareabbshed by the Board of
Directors of the Company, the Company shall awaidtp to each Director in office
during the Applicable Period according to their iudual rank, etc., on the
point-awarding day during the trust period stipedain the Rules on Grant of Shares.
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(4)

()

However, the upper limit of the total number ofgeiawarded to Directors shall be
25,000 points for each fiscal year.

(i) Grant of shares of the Company according tober of points awarded

The Company’s shares shall be conferred to Direcéacording to the number of
points awarded stated in (i) above, following thegedure described in (iii) below.
The number of the Company’s shares to be confgreegoint shall be one (1) share;
provided, however, that when an event occurs, dioty stock split/reverse stock
split such that is reasonable to adjust the nunabethe Company shares to be
conferred, a reasonable adjustment shall be maaecwordance with the ratio of such
stock split/reverse stock split.

(iif) Grant of shares of the Company to Directors
The Trust will confer the shares of the Compangdoh Director as described in (ii)
above when the Directors follow the designated g@doces to define the beneficiary
upon their retirement from office.
However, in order for the Company to collect furids the payment of taxes
including withholding income tax, a certain ratibtbe Company’s shares may be
sold and converted into cash within the Trust, andh cash may be delivered
instead of the Company’s shares. Moreover, whenGbmpany’s shares in the
Trust are converted into cash, such as in the @fasettiement by a tender offer, cash
may be delivered instead of the Company’s shares.

Exercise of voting rights

All voting rights of the Company’s shares in theidtrshall not be exercised based on the
instructions of a trust administrator who is indegent from the Company and the
Company’s officers. This method is intended toueasthe neutrality towards the
management of the Company regarding the exercis®tofg rights of the Company’s
shares in the Trust.

Handling of dividends

Dividends related to the Company’s shares in thestTshall be received by the Trust,
and shall be used for the acquisition of the Comijsashares or payment of trustee’s
trust fees, etc. related to the Trust.



Proposal 3: Appointment of eight (8) Directors

The terms of office of all seven (7) Directors velpire at the closing of this ordinary general
meeting of shareholders.

Therefore, in order to further strengthen the mansnt structure, the Company proposes to
add one (1) Director and appoint eight (8) Direstor

The candidates for Directors are as follows:

[Reference] List of candidates

Attendance at
the meetings
of Board of

Directors

Candidate No. Position

In charge of

_ Yasushi 100% (18/18)
1 |Reappointmeht : ) 0
bR Higuchi

Chairperson

President
Executive President

2 [Reappontmeht  Yasunor 100% (18/18)

Sakurano

Senior Managing

3 [Reappointmeht Susumu Director
eappointme Senior Managing

Ogawa _ )
Executive Officer

In charge of International Business 100% (18/18)
In charge of Marketing

General Manager of the Civil

Engineering Management Division

General Manager of the Railway 94 9% (17/18)
Project Promotion Division of the

Civil Engineering Management

Division

Senior Managing

4 [Reapponimeht Yoshihiko Director
€appointme Senior Managing

Kato _ )
Executive Officer

100% (14/14)

Senior Managing

(since

ol . General Manager of the .

5 [Reappointmet Yoshiakd ggﬁicot?lr\/lana in Architectural Management Division 2SSumption of

Ogawa Executive Offg'cegr of the Company Oﬁ'ce n June
xecutiv i 2017)
Koichi
t IShI Director 100% (18/18)

Outside
findependett




Mikie
Yumoto

100% (18/18)

7 |Reappointment Director
Outside
Independet
General Manager of the
i . . Administration Division
8 |New appointment Koji Managing Executive In charge of Discipline )

Hidaka

Officer In charge of Personal Information

Protection
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Candidates for Directors

candidate Name Brief Personal Record, Title and o'\flusrﬂg?és
No. (Date of Birth) Assignment in the Company'and Status of Majoiy, g by
Concurrent Offices Candidate
1 Yasushi Higuchi April 1976  Joined the Company
June 2003 Representative Director and 4,600
(Born on February 14, 1952) President of K&E Co., Ltd. shares
April 2008 Executive Officer of the Company
April 2008 Branch Manager of the Tohoku
Branch of the Company
April 2011 Managing Executive Officer of the
Company
July 2011 Branch Manager of the Kansai
Branch of the Company
April 2012  Senior Managing Executive Officer
of the Company
April 2013 Executive Vice President of the
Company
April 2013  General Manager of the
Architectural Management Division
of the Company
April 2013  General Manager of the
Architectural Design Management
Division of the Architectural
Management Division of the
Company
June 2013 President of the Company
June 2013 Executive President of the
Company
April 2018  Chairperson of the Company

(current)

<Reason for selecting him/her as candidate fordbore

In addition to extensive business experience inAhghitectural Management Division, M
Higuchi has an abundant management experiencendhéaeld positions as the President of
subsidiary, K&E Co., Ltd., and the Branch Managkthe Tohoku Branch as well as the Kan

Branch.

and President from June 2013 until March 2018 aagidtrived to improve the corporate va

of the Company under the slogan of “Management by AThe Company proposes that Mr.

r.
our
sali

In addition, he has played a leading foiehe Group as the Representative Diregtor

ue

Higuchi's appointment as a Director continue basedts evaluation that he has appropriately
fulfilled his role as a Director by making importamanagement decisions and supervising
management of operations and its judgment thabitldvbe valuable for the management of
Company to utilize his past experiences.

the
the
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Yasunori Sakurano
(Born on July 2, 1957)

April 1981
April 2010

April 2011
April 2012
April 2012
April 2012

June 2012
July 2012

April 2014
April 2014

April 2014

April 2014

April 2015

April 2016

April 2017
April 2017

April 2018
April 2018

Joined the Company

General Manager of the Personne
Department of the Administration
Division of the Company
Executive Officer of the Company
In charge of the Planning Office of
the Company

In charge of the Public Relations
Office of the Company

In charge of the CSR Promotion
Office of the Company

Director of the Company
General Manager of the Planning
Office of the Company

Managing Director of the Compan
Managing Executive Officer of the
Company
General Manager of the
Management & Administration
Division of the Company
Manager of the Corporate Plannin
Department of the Management &
Administration Division of the
Company
General Manager of the Corporate
Planning Division of the Company
General Manager of the Diversity
Promotion Office of Corporate
Planning Division of the Company
Senior Managing Director of the
Company

Senior Managing Executive Office
of the Company
President of the Company (curren
Executive President of the

Company (current)

3,500
shares

<Reason for selecting him/her as candidate fordbore

Mr. Sakurano, having held a number of senior pms#tisuch as the General Manager of |the
Personnel Department, the General Manager of @wenitig Office and the General Manager of
the Management & Administration Division since joigp the Company and thereafter having

assumed the position of the General Manager ofCibigorate Planning Division from Aprjl

2015 until March 2018, has a record of playingaalieg role in the business and capital alliapce

with Sumitomo Forestry Co., Ltd. and developing khedium-to-long term Management Policy

and the Midterm Management Plan (FY2018 to FY2@2@he Company. Furthermore, he has
been leading the Group as the Representative Direotd President from April 2018 and

improving the long-term corporate value of the Camp The Company proposes that Mr.

Sakurano’s appointment as a Director continue baseits evaluation that he has appropriately
fulfilled his role as a Director by making importamanagement decisions and supervising|the
management of operations and its judgment thaditldvbe valuable for the management of the
Company to utilize his past experiences.
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Susumu Ogawa April 2010  Manager of Public and Finance

Institutions of Sumitomo Mitsui 2,000

(Born on August 29, 1957) Banking Corporation shares

April 2012  Senior Inspector of the Audit
Department of Sumitomo Mitsui
Banking Corporation

June 2012 Executive Advisor of the Company

July 2012 Managing Executive Officer of the
Company

July 2012 In charge of the Marketing of
Architectural Management Division
of the Company

June 2013 Managing Director of the Company

April 2014  Senior Managing Director of the
Company (current)

April 2014  Senior Managing Executive Office
of the Company (current)

April 2014 In charge of New Business/
International Business/Domestic
Architectural Marketing of the
Company

April 2015  In charge of International
Business/Domestic Architectural
Marketing of the Company

April 2017 In charge of International Busines
In charge of Marketing at the
Company (current)

=

v

<Reason for selecting him/her as candidate fordbore

After Mr. Ogawa joined The Sumitomo Bank, Limitecufrently Sumitomo Mitsui Bankin
Corporation), in addition to abundant overseas ggpee from being involved in internation
finance in the United States where he was dispdidie has held a number of senior positid
such as the Manager of Public and Finance Ingiitati Furthermore, after joining th

Company, he has extensive business experience beimg in charge of the Domestic

Architectural Marketing, in addition to the Intetimaal Business. The Company proposes
Mr. Ogawa’s appointment as a Director continue dase its evaluation that he h
appropriately fulfilled his role as a Director byaking important management decisions i
supervising the management of operations and dgnent that it would be valuable for t
management of the Company to utilize his past éspees.

J
al

ns,
ne

that
S
and
he
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Yoshihiko Kato April 1982 Joined the Company

April 2013 Executive Officer of the Company 1,800

April 2013 Deputy General Branch Manager|of Shares
the Tohoku Branch of the Company

April 2013 In charge of Earthquake Recovery
at the Tohoku Branch of the
Company

April 2014  Managing Executive Officer of the
Company

April 2014  General Manager of the Civil
Engineering Management Division
of the Company (current)

June 2014 Managing Director of the Compgny

May 2016 General Manager of the Railway
Project Promotion Division of the
Civil Engineering Management
Division of the Company (current)

April 2017  Senior Managing Director of the
Company (current)

April 2017  Senior Managing Executive Office
of the Company (current)

(Born on August 24, 1958)

=

<Reason for selecting him/her as candidate fordbore

Mr. Kato has extensive knowledge and abundant basiexperience in the Civil Engineeripng
Management Division, having been engaged in thel Engineering Management Divisign
since joining the Company and having been involiechumerous excavation projects for
tunnels, held a number of senior positions sucdh@s$eneral Manager of the Technical Center,
East Japan Area of the Civil Engineering Manageriavision and the Tohoku Branch Deputy
General Manager/In charge of Earthquake Recovedytlzereafter assumed the position of the
General Manager of the Civil Engineering Manageni@imtsion. The Company proposes that
Mr. Kato’s appointment as a Director continue bagedts evaluation that he has appropriately
fulfilled his role as a Director by making importamanagement decisions and supervising|the
management of operations and its judgment thaditldvbe valuable for the management of the
Company to utilize his past experiences.
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Yoshiaki Ogawa April 1982  Joined the Company
(Born on June 19, 1958) April 2011  Executive Officer of the Company fﬁz(r)gs
April 2011 General Manager of the
Architectural Management
Department of the Kansai Branch
of the Company
April 2011 Architectural Management
Manager of the Architectural
Management Department of the
Kansai Branch of the Company
April 2012 Deputy General Branch Manager|of
the Kansai Branch of the Company
April 2013  Managing Executive Officer of the
Company
April 2013  Branch Manager of the Kansai
Branch
April 2017  Senior Managing Executive Officer
of the Company (current)
April 2017  General Manager of the
Architectural Management Division
of the Company (current)
June 2018 Senior Managing Director of the
Company (current)
<Reason for selecting him/her as candidate foedar>
Mr. Ogawa, has extensive knowledge and abundarihdass experience in the Architectural
Management Division, having been engaged in thehifectural Management Division since
joining the Company and having held a number ofeuositions such as the Project Manager
of large-scale construction work and the Generahdgar of the Architectural Management
Department and thereafter having assumed the positf the General Manager of the
Architectural Management Division. Furthermore, les a record of conducting regional
management as the Branch Manager of the KansaicBraom April 2013 to March 2017
The Company proposes that Mr. Ogawa’s appointmena @irector continue based on |its
evaluation that he has appropriately fulfilled mide as a Director by making important
management decisions and supervising the manageshepterations and its judgment tha i
would be valuable for the management of the Companyilize his past experiences.
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Candidate for Outside April 1968 Joined FUJITSU LIMITED
Directol April 2001 General Manager of the Consumer ﬁOO
Transaction Division of FUJITSU | shares
t LIMITED
June 2003 Representative Director and
Koichi Hironishi President of Fujitsu Advanced
Solutions Limited
(Born on July 7, 1945) May 2005  Corporate Executive Officer of
FUJITSU LIMITED
June 2008 Director and Vice President of
FUJITSU LIMITED
June 2009 Representative Director and Vice
President of FUJITSU LIMITED
April 2010  Representative Director of
FUJITSU LIMITED
June 2010 Advisor of FUJITSU LIMITED
June 2010 Representative Director and
Chairman of FUJITSU FSAS INC,
June 2012 Retired from FUJITSU FSAS INC.
June 2013 Retired from FUJITSU LIMITED
June 2015 Director of the Company (currenf)

<Reason for selecting him/her as candidate fori@aiSirector>

Mr. Hironishi has an abundant management experjehaging held a number of seni
positions such as the General Manager of the CoamsUmansaction Division after joinin
FUJITSU LIMITED and assumed the position of the Rspntative Director of FUJITS
LIMITED and its group companies. The Company pegsothat Mr. Hironishi's appointme

as an Outside Director continue based on its etialughat he has appropriately fulfilled hi

role as a Director by making important managemestsibns and supervising the managem
of operations and its judgment that the Companyesqect to receive appropriate guidance
advice with respect to the management of the Cognpase on his abundant experience
extensive knowledge accumulated from his past work.

<Matters concerning independence>

Mr. Hironishi satisfies the requirements for indegent officers set forth in the rules of t
Tokyo Stock Exchange. Furthermore, he satisfiesdbmpany’s Criteria for Determination
Independence set forth on page 25 below and thep@aynhas notified the Tokyo Sto
Exchange that he is an independent officer.

In the most recent fiscal year, the Company hascantiucted any transaction with the any
the companies for which Mr. Hironishi had previgusianaged operations.

he
of
ck

of
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Candidate for Outside April 1971 Joined IBM Japan, Ltd.

Director May 1981 Joined American Family Life 600

independent Assurance Company of Columbug, S"2"€S
. Japan Branch (abbrev. Aflac:

Mikie Yumoto : SO

American Family Life Assurance

(Born on August 5, 1947) Company)

January 1995 Manager of the Human Resources
Development Department of Aflac

January 1997  Director of Aflac (In charge of
Human Resources
/Education/Employees’ Pension
Fund/Health Insurance Association)

January 1999  Executive Officer of Aflac (In
charge of Human
Resources/Education /Employees
Pension Fund/Health Insurance
Association)

January 2002  Executive Officer of Aflac (In
charge of the Customer Service
Division/Fee Division)

January 2003  Advisor of Aflac

December Retired from Aflac

2005

January 2006  Representative of Rischiare
Consulting (current)

June 2016 Director of the Company (currenf)

<Reason for selecting him/her as candidate fori@aiSirector>
Ms. Yumoto has business experience in hiring andc&tihg numerous employees as

Manager of the Human Resources Development Depatiafieer joining American Family Life

Assurance Company of Columbus, Japan Branch (ablk#ac: American Family Life
Assurance Company) as well as a record of particigan management as officer in charge
Human Resources. Furthermore, currently, she isking on issues such as divers
management, work-life balance, promoting femaleaadement through giving lectures
corporations and universities as the RepresentativRischiare Consulting. The Compa
proposes that Ms. Yumoto’s appointment as an QaifSidector continue based on its evaluat
that she has appropriately fulfilled her role a®ieector by making important managemse
decisions and supervising the management of opagénd its judgment that the Company
expect to receive appropriate guidance and advite mespect to the management of {
Company based on her abundant experience and medasowledge accumulated from h
past work.

<Matters concerning independence>

Ms. Yumoto satisfies the requirements for independéficers set forth in the rules of the Tok
Stock Exchange. Furthermore, she satisfies the pdags Criteria for Determination @

Independence set forth on page 25 below and thep@aynhas notified the Tokyo Sto¢

Exchange that she is an independent officer.

In the most recent fiscal year, the Company hascantucted any transaction with any of {
companies for which Ms. Yumoto had previously mathgperations.

the
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8 [New Appointmenit April 1981 Joined the Company
Koii Hidaka April 2003 General Manager of the Structural 2,020
J Reform Promotion Office of the | shares
(Born on May 24, 1958) Corporate Planning Division of
the Company
April 2005 General Manager of the
Administration Department of the
Administration Division of the
Company
August 2011  General Manager of the Planning
Office of the Company
April 2012 Joint General Manager of the
Administration Division of the
Company
July 2012 General Manager of the
Accounting Department of the
Administration Division of the
Company
April 2013 Executive Officer of the Company
April 2014 Joint General Manager of the
Management & Administration
Division of the Company
April 2014 General Manager of the
Accounting Department of the
Management & Administration
Division of the Company
April 2015 General Manager of the
Administration Division of the
Company (current)
April 2016 In charge of Discipline at the
Company (current)
April 2016 In charge of Personal Informatign
Protection at the Company
(current)
April 2017 Managing Executive Officer of
the Company (current)
<Reason for selecting him/her as candidate fordbre
Mr. Hidaka, has extensive knowledge and abundasinbas experience in the Administratipn
Division, having held a number of senior positisagh as the General Manager of the Planning
Office and the General Manager of the Accountingdgnent since joining the Company and
thereafter having assumed the position of the Gemdanager of the Administration Division
The Company proposes to newly appoint Mr. Hidaka &srector based on its judgment that it
would be valuable for the management of the Companyilize his past experiences.
(Note) 1. There is no special interest between eanbidate and the Company.

2. Mr. Koichi Hironishi is currently the OutsideirBctor of the Company, and as of the closing of
this ordinary general meeting of shareholders, ihave been the Outside Director for three (3)
years since assuming the position of the Outsidedur.

3. Ms. Mikie Yumoto is currently the Outside Ditecof the Company, and as of the closing of this
ordinary general meeting of shareholders, she llle been the Outside Director for two (2)
years since assuming the position of the Outsidedr.

4. The Company has entered into liability limitatiagreements with Mr. Koichi Hironishi and Ms.

Mikie Yumoto which limit the liability for damageset forth in Article 423, Paragraph 1 of the
Companies Act to the amount prescribed by laws regdlations pursuant to the provisions of
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Article 427, Paragraph 1 of the said Act, and tleen@any plans to renew such agreements if they
are reelected.

19



Proposal 4: Appointment of two (2) Audit & Supervisory Boardevhbers

The terms of office of Mr. Masaaki Ayukawa, Outsifledit & Supervisory Board Member,
will expire at the closing of this ordinary genemaéeting of shareholders, and Mr. Tsukasa
Yoshikawa, Full-Time Audit & Supervisory Board Mesrbwill resign at the closing of this
ordinary general meeting of shareholders.

Therefore, the Company proposes to appoint twoA(®)it & Supervisory Board Members.
The Company has obtained the consent of the Aud@ugervisory Board with respect to this
Proposal.

The candidates for Audit & Supervisory Board Menshare as follows:

[Reference] List of candidates

Attendance at the Attendance at the
Candidate No. Position meetings of Board of meetings of Audit &
Directors Supervisory Board
Masaaki
Ayukawa Audit &
1 t Outsidé Supervisory Board 100% (18/18) 100% (12/12)
[Independeft Member
Tatsuru
2 t - -
PE Satoh
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Candidates for Audit & Supervisory Board Members

_ - al Number of
Candidate Name Brief Personal Record, Title in the Company and Shares
No. (Date of Birth) Status of Major Concurrent Offices Owned by
Candidate
1 Candidate for Outside Audit | April 1969  Joined Chuo Audit Corporation
& Supervisory Board (later ChuoAoyama Audit 700
Membe Corporation) shares
February Registered as Certified Public
t 1971 Accountant
Masaaki Ayukawa March 1983 Representative Partner of
(Born on July 28, 1945) ChuoAoyama Audit Corporation

May 2000 Senior General Manager of
ChuoAoyama Audit Corporation
September Executive Board Member of

2006 MISUZU Audit Corporation
(renamed from ChuoAoyama
Audit Corporation)

August Liquidator of MISUZU Audit

2007 Corporation (corporation in
liquidation)

March 2009 Full-Time Statutory Auditor of
TonenGeneral Sekiyu K.K.

March 2014 Statutory Auditor of TonenGeneral
Sekiyu K.K.

June 2014 Audit & Supervisory Board
Member of the Company (current)

March 2016 Outside Director (Audit
Supervisory Committee Member
of AUCNET INC. (current)

<Reason for selecting him/her as candidate for ®&@Bupervisory Board Member>
Mr. Ayukawa has practical experience as a certifiedlic accountant. The Company propo

that Mr. Ayukawa’s appointment as an Outside AddiBupervisory Board Member continue

based on its judgment that he is capable of aggitie management of the Company from

5€es

an

objective standpoint utilizing his abundant expecie and expertise accumulated from his past
work. Although he has not previously been engagdtie management of a company except

as an outside officer, the Company believes he fuiflll the duties of an Outside Audit &

Supervisory Board Member appropriately due to g@sons stated above.

<Matters concerning independence>

Mr. Ayukawa satisfies the requirements for indemamdofficers set forth in the rules of the

Tokyo Stock Exchange. Furthermore, he satisfiesibmpany’s Criteria for Determination

Independence set forth on page 25 below and thep&@aynhas notified the Tokyo Stock

Exchange that he is an independent officer.

of

In the most recent fiscal year, the Company hascantlucted any transaction with the any| of

the accounting firms to which Mr. Ayukawa previgubklonged.
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2 [New Appointmenit April 1978  Joined Sumitomo Forestry Co.,
Ltd. - shares
Tatsuru Satoh October General Manager of
(Born on December 14, 1955) 2008 Administration Department,
Housing Division of Sumitomo
Forestry Co., Ltd.
April 2011  General Manager of Personnel
Department of Sumitomo Forestry
Co., Ltd.
June 2011 Supervisory Officer of Sumitomp
Forestry Co., Ltd.
April 2012  General Manager of General
Administration Department of
Sumitomo Forestry Co., Ltd.
June 2012 Executive Officer of Sumitomo
Forestry Co., Ltd.
April 2013  Managing Executive Officer of
Sumitomo Forestry Co., Ltd.
June 2013 Director of Sumitomo Forestry
Co., Ltd.
April 2016  Senior Managing Executive
Officer of Sumitomo Forestry Co|,
Ltd.
April 2018  Representative Director of
Sumitomo Forestry Co., Ltd.
(current)
April 2018  Executive Vice President and
Executive Officer of Sumitomo
Forestry Co., Ltd. (current)
<Reason for selecting him/her as candidate for ®&dupervisory Board Member>
Mr. Tatsuru Satoh has abundant business experibag@)g held a number of senior positigns
such as the General Manager of Administration Diepamt and the General Manager |of
Personnel Department since joining Sumitomo Foyre3tr., Ltd. and thereafter having assumed
the position of the Representative Director of Somb Forestry Co., Ltd. The Company
proposes to newly appoint Mr. Satoh as an Audit evisory Board Member based on |its
evaluation that the Company can expect to recgipeopriate auditing of the management| of
the Company from an objective standpoint based israbundant experience and extensive
knowledge accumulated from his past work.
(Note) 1. There is no special interest between eantidate and the Company.

2. Mr. Masaaki Ayukawa is currently the Outsidediu& Supervisory Board Member of the
Company, and as of the closing of this ordinaryegahmeeting of shareholders, he will have been
the Audit & Supervisory Board Member for four (dars since assuming the position of the Audit
& Supervisory Board Member.

3. The Company has entered into a liability limiitatagreement with Mr. Masaaki Ayukawshich
limits the liability for damages set forth in Aféc423, Paragraph 1 of the Companies Act to the
amount prescribed by laws and regulations purstaatite provisions of Article 427, Paragraph 1
of the said Act, and the Company plans to renewa sigceement if he is reelected.

4. If Mr. Tatsuru Satoh is appointed, the Compplays to enter into a liability limitation agreermen

which limits the liability for damages set forthAmticle 423, Paragraph 1 of the Companies Act to
the amount prescribed by laws and regulations pumtsio the provisions of Article 427, Paragraph

1 of the said Act.
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Proposal 5: Appointment of one (1) Substitute Audit & SupeorgBoard Member

In preparation for an event where that the numlbekudlit & Supervisory Board Members

falls short of the number stipulated in laws andutation, the Company proposes the
appointment of one (1) Substitute Audit & Superws®oard Member in advance. The
Company has obtained the consent of the Audit &eBupory Board with respect to this

Proposal.

The candidate for Substitute Audit & SupervisoryagBbMember is as follows:

Candidate for Substitute Audit & Supervisory Board Member

Number
Name Brief Personal Record, Title in the Company andustaf | of Shares
(Date of Birth) Major Concurrent Offices Owned by
Candidate
independeht April 1999 Admitted to Bar of Japan
. April 1999 Joined Okamura Law Office - shares
Akira Maekawa . . .
February 2006 Financial Securities Inspector of the
(Born on October 9, 1972) Kanto Local Finance Bureau of the

Ministry of Finance
January 2008 Joined Masuda & Partners Law Offic

August 2009 Established Maekawa Akira Law Office
February 2011 Became Partner at IOTA Law Office

1%

(current)

April 2016 Deputy Chairman of the Daiichi Tokyo
Bar Association

March 2018 Independent Board Director of Japan
Investment Adviser Co., Ltd. (current)

April 2018 Conciliation Commissioner of the Tokyo

Summary Court (current)

<Reason for selecting him/her as candidate for tBulisOutside Audit & Supervisory Board Member>

In addition to professional expertise and abungaattical experience as an attorney-at-law, Mr. kdaea
has served with the Kanto Local Finance Burealh®Ministry of Finance from February 2006 to Jaguar
2008 and has engaged in enhancement of the rigktstes of financial institutions and facilitatiard
financial system as Financial Securities Inspectdihe Company proposes to appoint Mr. Maekawa @gs a
Substitute Outside Audit & Supervisory Board Membased on its judgment that the Company can eXpect
to receive appropriate auditing of the manageméthae Company from an objective standpoint utiligz
his abundant experience and legal knowledge acaigullfrom his past work. Although he has pot
previously been engaged in the management of a amynpxcept as an outside officer, the Company
believes he will fulfill the duties of an Outsideudit & Supervisory Board Member appropriately dae t
the reasons stated above.

=)

<Matters concerning independence>

Mr. Maekawa satisfies the requirements for indepanafficers set forth in the rules of the Tokymckt
Exchange. Furthermore, he satisfies the Compatwytsria for Determination of Independence sethfart
on page 25 below and if he assumes the positioBut$ide Audit & Supervisory Board Member, the
Company will notify the Tokyo Stock Exchange thatdbecomes an independent officer.

In the most recent fiscal year, the Company hasowtlucted any transaction with any of the law $ifm
which Mr. Maekawa previously belonged.
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(Note) 1.
2.

3.

There is no special interest between #inelidate and the Company.
Mr. Akira Maekawa is to be appointed as substitute for Oait#iddit & Supervisory Board

Member.
If Mr. Akira Maekawa is appointed, the Company plans to enter an liability limitation

agreement which limits the liability for damageg f@th in Article 423, Paragraph 1 of the
Companies Act to the amount prescribed by laws regdlations pursuant to the provisions of

Article 427, Paragraph 1 of the said Act.
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(Reference)

<Company’s Criteria for Determination of Indepencien

In addition to the Independence Standards prestrilyethe Tokyo Stock Exchange, the
Company determines that any person falling undefdhowing criteria is not independent.

(1)

(2)

A person who currently falls under any of (apough (d) below:

(@)

(b)

(€)

(d)

a major shareholder of the Company (a shadehdiolding 10% or more voting
rights in the Company) or a person who managesatipas thereof;

a person/entity whose annual trading amouttt thie Company is over 2% of the
consolidated total sales of the most recent figeal of the Company and trading
person/entity, respectively, or a person who masagerations thereof;

a person/entity who has received donations)ftke Company in the amount of
JPY 10 million or more on average for the pastehi® fiscal years or a person
who manages operations thereof;

a legal professional, accounting professiocahsultant or a person belonging to
any of those associations who has received caskher economic benefits from
the Company, except for officer compensation, emamount of JPY 10 million or
more on average for the past three (3) fiscal years

A person who fell under any of (a) through éibove at any time during the past three
(3) years.

[End]
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Guide to Exercising Voting Rights

If you are attending the general meeting of sharehders:
Upon arrival at the meeting, please bring this\@aation Notice with you and

submit the Voting Form enclosed herewith to theeption at the entrance to

@
- A

T N S, .
the meeting venue.
0000 ’
o i S IDate and time of the meeting: 10:00 a.m., Thursdiaye 28, 2018

If you are not attending the general meeting of shaholders:
Exercise of voting rights in writing:
Please indicate your approval/disapproval for gaposal in the enclosed

Voting Form, and send the completed form to us

\Moting deadline: The form must arrive by 5:30 p.nedivesday, June 27, 2018

Exercise of voting rights via the Internet, etc.:

Please enter your approval/disapproval for eaclpqwal in accordance with
the instructions on the screen upon reviewing theitde to Exercising Voting
Rights via the Internet, etc.” (pages 27-28) below.

\oting deadline: No later than 5:30 p.m. Wednesdage 27, 2018

(Reference)

Easy access to “Smart Voting” with “Net
Convocation”

Please use “Smart Voting” when exercising
voting rights by smartphones

By scanning the “log-in QR
code of the website fo
exercising voting rights foi
smartphones” provided in th
enclosed \Voting Form, yot
may access the websil
without entering the “Code
for Exercising Voting Rights”
and the “password.” Yot
may exercise your voting
rights only once with this
method.

For more details, please see the enclog
instructional brochure.

BHS.D<D.ELT.HAD.

g ke

EB1HERKEIES
RE&E TEM

I HE

26

In order for you to

easily use “Smart

Voting,” a camera

button has been placed
on the website. You
can take a picture of the
QR code by clicking on

the camera button.



Guide to Exercising Voting Rights via the Internet,etc.
Procedure

Voting rights may be exercised only through
following website specified by the Company f

exercising voting rights.

Voting deadline:

No later than 17:30 on Wednesday, June 27, 2018

Voting website:
https://www.web54.net

Regarding “Smart Voting”

By scanning the ‘“log-in QR Code of the website for

exercising voting rights for smartphones” stated the

enclosed Voting Form, you may access the website fo

exercising voting rights for smartphones withouteeing the
“Code for Exercising Voting Rights” and the “passdid
You may exercise your voting right only once withist

method.

For more details, please see the enclosed guideafte!.

27

1. Access the website for exercising voting rights

Click “Next”

Notes:

m If you exercise your voting rights redundantlyssnding
the Voting Form and via the Internet, etc., theesot
submitted via the Internet, etc. will be deemeeaife.
Furthermore, if you exercise your voting rights mtnran
once via the Internet, etc. or redundantly by peabko
computer, smartphone and by cellular phone, onlyr yo
most recent exercise of voting rights will be atedpas
effective.

1)

)

®3)

Handling of Password and Code for Exercising \@tin
Rights

Passwords are important information to vertfig t
identity of the person exercising voting rightsaas
shareholder. As is the case with personal seals an
security codes, please do not disclose them to
others.

Your password will be invalidated if an incate
password is entered for a certain number of tin

If you wish to have your password reissued, please
follow the procedures on the screen.

The Code for Exercising Voting Rights provided
the Voting Form is effective only for this ordinary
general meeting of shareholders.



2. Log in 3. Select “Exercise Voting Rights” from Menu

Subsequently,
following the

W AR instructions on the
i screen, please

e @D enter your
approval
/disapproval.

Enter the “Code for Exercisin Enter the password stated in t
Voting Rights” provided in the Voting Form at hand and clic
Voting Form at hand and clic “Next”

“Log in.”

Contact Information for Inquiries Regarding Exercising of Voting Rights via the
Internet
(1) For inquiries regarding operation of personal omputer, smartphone etc., to
exercise voting rights via the internet, please caact:
Sumitomo Mitsui Trust Bank, Stock Transfer AgencgtMSupport
[Dedicated telephone line] (toll free) 0120-652-9100 a.m. to 9:00 p.m.)
(2) For other inquiries:
Shareholders who hold an account with a secuctesgpany:
Please inquire with your securities company.
Shareholders who do not hold an account with argeicompany:
Sumitomo Mitsui Trust Bank, Stock Transfer Agenayministration Center
[Telephone] (toll free) 0120-782-031 (9:00 a.m.5®0 p.m. (excluding Saturdays,
Sundays and national holidays))

Use of Electronic Voting Platform (for institutional investors)
With respect to this ordinary general meeting adérsholders, institutional investors may

exercise their voting rights electronically throutfie “Electronic Voting Platform” operated
by ICJ Incorporated.
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(Attachment)

BUSINESS REPORT
(From April 1, 2017 to March 31, 2018)

1. Matters Regarding Current Status of Group

(1) Progress and Results of Operation

The Japanese economy during this consolidated! fisa has developed along a gradual
recovery trend, as the capital expenditures coatnto increase in accordance with the
improving corporate earnings due to strong domeatid foreign demand, and as the
consumer spending also continued to pick up agaimstckdrop of a steady improvement in
the employment and income environment.

With respect to the construction industry, althoutfite movement in the residential
construction was weak, the good business envirohmentinued as public investment
continued to maintain its high level in addition tbe gradual increase in corporate
construction investments mainly in manufacturingnp$, distribution facilities and civil

engineering infrastructure.

Under such circumstances, the Group has put fiditehto developing an earning foundation
for the future based on the “Midterm ManagementRRY2015 to FY2017)” formulated in
May 2015.

With respect to the consolidated results for theuprduring this consolidated fiscal year, the
net sales increased by 8.5%, compared to the pewonsolidated fiscal year, to JPY 374.0
billion. In regard to profit, the operating profitas JPY 23.0 billion and the ordinary profit

was JPY 22.6 billion as a result of the decreasgrass profit due to the decline in gross
profit margin and the increase in selling, genarad administrative expenses. Furthermore,
the profit attributable to owners of parent was JBB5Y7 billion as a result of recording the

Income taxes - current, etc.

The results of operations of the Company are d@vst
The orders received increased by 34.1%, comparéuketprevious fiscal year, to JPY 381.7

billion, due to an increase in both civil enginegriwork and building construction work.
Among these orders received, the civil engineewogk amounted to JPY 129.8 billion, and
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the building construction work amounted to JPY 85hillion. As for the breakdown by
orderer, 23.7% was from government agencies ar8¥a @ias from private business.

The net sales increased by 7.6%, compared to éwopis fiscal year, to JPY 294.5 billion.
Among these, the civil engineering work amountedR%¥ 106.8 billion and the building
construction work amounted to JPY 187.7 billion.s far the breakdown by orderer, 27.7%
was from government agencies and 72.3% was frovatgrbusiness.

The amount carried forward to the following bussgear increased by 25.9%, compared to
the previous fiscal year, to JPY 423.4 billion.

With respect to profit, the ordinary profit amouht® JPY 18.2 billion as a result of decrease
in gross profit due to the decline in gross profédrgin and the increase of selling, general and
administrative expenses, and the profit was JP& hilion.

The Company'’s status by division is as follows:

[Civil Engineering]
The orders received for civil engineering work gmsed by 25.2%, compared to the previous
fiscal year, to JPY 129.8 billion.

The major contracts are: The Chugoku Electric Ro@@, Inc.: installation work of coal
storage facility, etc. among the construction wark Misumi Power Station, Unit 2
(Shimane); Japan Railway Construction, Transpodt Bechnology Agency: Sakai elevated
bridge for Hokuriku Shinkansen (Fukui); West Nippgrpressway Company Limited: civil
engineering replacement work between Hokubo IC @ed Smart IC (inbound lane) of the
Chugoku Expressway (specific replacement work,) ef@kayama); Ministry of Land,
Infrastructure, Transport and Tourism: slope couméasure work at Aso Bridge Area
(Kumamoto), etc.

The net sales of completed construction contracieased by 16.7%, compared to the
previous fiscal year, to JPY 106.8 billion.

The major completed works are: East Nippon ExpvagsCompany Limited: Torinosu
construction work on the Higashi Kanto Expresswhyar@ki); West Nippon Expressway
Company Limited: tunnel construction work of Minaffonaedani Tunnel and one other
tunnel on the Takamatsu Expressway (Tokushima)tr@eNippon Expressway Company
Limited: Shiratori Tunnel construction work on tA®kai-Hokuriku Expressway (Gifu);
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Tokyo Metropolitan Government: tunnel construction water pipe (2,000 mm) and piping
construction inside the tunnel from the Kiyoharghbme area to points off Sakuragaoka
3-chome of Higashiyamato-shi (Tokyo), etc.

[Building Construction]
The orders received for building construction waldcreased by 39.2%, compared to the
previous fiscal year, to JPY 251.8 billion.

The major contracts are: Mitsui Fudosan Resider@ia.,, Ltd., Nomura Real Estate
Development Co., Ltd., Mitsubishi Jisho Residence., CLtd.,, ITOCHU Property
Development, Ltd., Toho Jisho Co., Ltd., Fujimiyéi<Co. Ltd, Sodegaura Kogyo Co., Ltd.:
Makuhari Shintoshin Wakaba Residential Area Plalog¢B B-2) (tentative name) (Chiba);
RW Kuki Special Purpose Company: new constructi@nkwf Redwood Kuki Distribution
Center (tentative name) (Saitama); Toyosu 6-chorid3 Development Special Purpose
Company: new construction work of D Tower Toyosentative name) (Tokyo); CHC
RYUKYU DEVELOPMENT GK: new construction work of Helt Collective Naha (tentative
name) (Okinawa),etc.

The net sales of completed construction contractseased by 3.1%, compared to the
previous fiscal year, to JPY 187.7 billion.

The major completed works are: Mitsui Fudosan Ctd,: new construction work rental
housing plan of Kashiwanoha Sanbangai West Wingtgtere name) (Chiba); Tokushukai
Healthcare Corporation Ltd.: new construction wark Yamato Tokushukai Hospital
(tentative name) (Kanagawa); Kyojunokai: new cardton work of Koto Rehabilitation
Hospital (tentative name) (Tokyo); Josuikai: newstouction work of Toyota Takeichi-kai
Hospital (Aichi), etc.
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(ReferencePrders received, net sales and amount carried forwd by division of

Company (Units: in JPY millions)

Amount carried Amount carried

e forward from Orders received for Net sales of this forward to
Classification . . T . . )
previous fiscal this fiscal year fiscal year following fiscal
year year

. . . (174,257)
Civil Engineering 151,171 129,891 106,805 174,257
Building (249,223)
Construction 185,105 251,892 187,773 249 211
(423,481)
Total 336,276 381,784 294,579 423,469

(Note) The carried forward amount of overseas wadiuided in the “amount carried forward to following
fiscal year” is revised at the exchange rate aetigkof the fiscal year to reflect the currentatiton of
the exchange market.
The decreased amount due to this revision is JP¥hilllbn, and the figures in parentheses are the
amounts prior to the revision.

(2) Status of Capital Expenditures

The total amount of capital expenditures spentrduthis consolidated fiscal year was JPY
4.1 billion, which primarily consisted of purchamsed renewal, etc., of buildings for business
use, and machinery and equipment.

(3) Status of Funding

During this consolidated fiscal year, the Compaay raised funds in the total amount of JPY
34.6 billion through issuance of new shares bydtpiarty allotment and disposal of treasury
shares pursuant to the capital and business almaitbh Sumitomo Forestry Co., Ltd.

Shares Issue Price per

Classification lssued/Sold Share Raised Funds Payment Date
Capital Increase Third 9,051 thousand JPY 3,705| JPY 33,534 million| November 28, 2017
Party Allotment shares
Disposal of Treasury | 310 thousang JPY 3,705  JPY 1,148 million| November 28, 2017
Shares shares
Total 9,361 thousand - JPY 34,683 million -

shares

(4) Issues to be Addressed

Although the situation in respect of North Korealical turmoil in the U.S. and European
countries and the economic slowdown of Asian emgrgiountries (including China) pose a
risk to the future of the Japanese economy, thenauo@ condition is expected to
continuously recover gradually, as the employmemd acome environment continue to
improve and various measures come into effect.

Although residential investments are expected teeldp weakly in the immediate future, the
business environment in the construction indussyekpected to continue to develop
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favorably, as private-sector capital expendituratiomies to increase in a backdrop of
improvement in corporate earnings and measures réovigg areas, etc., and public
investment is expected to increase as many pubbgeg-related expenses, such as the
“disaster prevention/reduction countermeasuregorading to aging of infrastructure,” were
included in the supplementary budgets for the previfiscal year and the budgets for this
fiscal year. On the other hand, we need to coatiiounote the risks of continued shortage
and high cost of construction engineers and teahpiersonnel.

Under the current construction market, in additiem expansion of the disaster
prevention/reduction business to prepare for intging natural disasters as well as
expansion of business relating to the measureadioig social infrastructure developed in the
high economic growth period, a certain demand eeted in the medium term, such as the
investments related to the Tokyo Olympics and Rarpics in 2020. However, public
investment is expected to be reduced in the fudueeto contraction of domestic construction
demand caused by the declining population and éiaarconstraints. Accordingly, the
construction market is expected to undergo quaddaadnd quantitative changes, such as
decrease in new construction, increase in maintenamd renewal, and increase in PPP
(Public Private Partnership)/PFI (Private Finanu&dtive)/concessions.

Under such circumstances, the Group stipulated Mieelium-to-long term Management

Policy in November 2017 and entered into a capitad business alliance agreement with
Sumitomo Forestry Co., Ltd. as a part of such gobnd raised funds in the total amount of
JPY 34.6 billion through issuance of new sharethby-party allotment as well as disposal of
treasury shares to Sumitomo Forestry Co., Ltd. adidition, the Company acquired the
shares of Sumitomo Forestry Co., Ltd. for approxetyaJPY 10.0 billion.

Based on this policy, the Group formulated the “kagai Gumi Group Midterm Management
Plan (FY2018 to FY2020) ~Challenge for Growth~"Nfarch 2018, in which the pillars of
strategy are: (i) maintaining and expanding thdesch the construction work contracting
business, (i) creating new businesses, and (uljdmg strategic partnerships with other
companies.
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“Kumagai Gumi Group Midterm Management Plan (FY204&Y2020)

~Challenge for Growth~" (Summary)

Strategy (1): Maintaining and Expanding the Scale bConstruction Work Contracting
Business

In order to maintain and improve earning power digio the construction work contracting
business as one of the Group’s core businessesCongpany will strengthen proposal
capabilities to win more contracts and facilitagchnology development to improve
productivity.

Strateqy (2): Creating New Businesses

The Company will create new revenue sources otfaer the construction work contracting
business through effective capital contributionsl amvestments as well as utilization of
technology, experience, and expertise that the GGoouns.

Strategy (3): Building Strateqgic Partnership with ther Companies

The Company will aim for further growth through tlesation of synergy by promoting
collaborations beyond the Group’s boundary in aolditto advancement driven by
cooperation within the Group.

Four target indicators during the plan period (FY2018 to FY2020)

The Company aims to attain the four (4) targetaattirs during the plan period to achieve
consolidated sales of JPY 500.0 billion and constéid operating profit of JPY 50.0 billion
in FY2022 set forth in the Medium-to-long term Mgeanent Policy.

Consolidated sales JPY 460.0 billion
Consolidated operating profit JPY 33.0 billion
ROE 12%

Dividend payout ratio 30%

Investment Plan
The Company will invest JPY 60.0 billion during ttieee (3) years of the plan period in
growing areas to maintain and enhance competitsgeand diversify sources of earnings.

Domestic/overseas alliance JPY 23.0 billion
Renewable energy/PFl, etc. JPY 7.0 billion
Domestic real estate JPY 21.0 billion
Overseas real estate JPY 3.0 billion
Technology development, etc. JPY 6.0 billion
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Enhancing Our Approach to “ESG” Agenda
The Company will maximize corporate value as a camgpthat contributes to society
through its business activities, with constructbits core.

Cooperation with Sumitomo Forestry
The Company expects to generate synergies throtgghgbing partnership in each area with
Sumitomo Forestry Co., Ltd., with which the Compamtered into a capital and business
alliance agreement in November 2017 as part ofMeelium-to-long term Management
Policy.
Areas MOCCA and greening-related construction lessn

Renewable energy business

Overseas business

Peripheral business areas (healthcare, sale efajed products, etc.)

Joint R&D (new construction method, members, rimisoetc.)

The Group, as the “new Kumagai Gumi Group,” willnwdogether to implement the plan
steadily and take on challenges toward further gmow

In order to realize “quality of happiness” that yides continued satisfaction to people
gathering at or using the architectural constructioot only shall the Company value the
exterior and functional quality of the architeclucanstruction, but also aim to become a
“construction service business operator” that aeBv maximum “excitement” to our
customers under the slogan of “Management by All.”

With respect to the condominium located in Yokohamavhich the Company’s construction
defect was found in 2014, a substantial amounta@fipion for contingent loss was recorded.
Pursuant to the resolution at a meeting of the g@m&nt association of the said
condominium, we have begun the rebuilding conswoct Upon performing such
construction, the whole Company will make ardembréd in order to promptly deliver safe
and high-quality residence.

We would like to ask our shareholders for your cargd understanding and kind support.
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(5) Changes in Financial Conditions and Results dperations
(i) Changes in Financial Conditions and Result®pérations of Group

81st fiscal year

78th fiscal year| 79th fiscal year| 80th fiscal year (Th'|s
iscal iscal iscal consolidated
Classification Units (Fiscal year (Fiscal year (Fiscal year fiscal year)
ended March ended March ended March (Fiscal year
31, 2015) 31, 2016) 31, 2017) ended March
31, 2018)
Net sales m?lic\)(n 362,090 343,647 344,706 374,019
Profit attributable to|  JPY 5 458 12,002 16,433 15,783
owners of parent million
Basic earnings per | jpy 157.25 323.56 439.94 389.63
share
Total assets m‘?lign 255,514 255,525 271,908 333,665
Net assets ‘]PY 53,551 64,933 80,288 126,374
million

(Note) 1. ‘Basic earningger share” is calculated based on the average ewafilshares of the common
stock during the fiscal year.

2. Since the Company conducted a one-for-ten sevaock split of common stock on October 1, 2017,
basic earnings per share was calculated undessurgtion that the reverse stock split of common

stock was conducted at the beginning of the 78tafiyear (fiscal year ended March 31, 2015)

(i) Changes in Financial Conditions and Result®peérations of Company

81st fiscal year

78th fiscal year| 79th fiscal year| 80th fiscal year| (This fiscal
e . (Fiscal year (Fiscal year (Fiscal year year) (Fiscal
Classification Units ended March | ended March | ended March year ended
31, 2015) 31, 2016) 31, 2017) March 31,
2018)
Orders received | 9 329,495 293,558 284,711 381,784
Net sales m?lign 288,158 267,497 273,717 294,579
, JPY
Profit . 6,778 10,392 13,986 12,864
million
Basic earnings per | jpy 194.71 277.30 373.37 316.72
share
Total assets m?lign 208,570 210,628 223,147 280,092
Net assets JPY 34,975 44,329 57,321 100,439
million

(Note) 1. ‘Basic earningger share” is calculated based on the average ewafilshares of the common
stock during the fiscal year.

2. Since the Company conducted a one-for-ten sevaiock split of common stock on October 1, 2017,
basic earnings per share was calculated undessgrgtion that the reverse stock split of common

stock was conducted at the beginning of the 78tafiyear (fiscal year ended March 31, 2015).
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(6) Status of Material Parent Company and Subsidiaes
(i) Relationship with Parent Company

Not applicable.

(ii) Status of Material Subsidiaries

Company’s
Name Capital investment Principal business activities
ratio
Contracting of pavement work, Civi
GAEART Co., Ltd. JPY 1,000 million 100.00%| engineering work, etc. and business
related thereto
Contracting of civil engineering
work, design, production and sales
Technos Co., Ltd. JPY 470 million 100.00%| of construction materials and
equipment and business related
thereto
Contracting of renewal and reform
K & E Co., Ltd. JPY 300 million 100.00%| work of building and related
business thereto
Taiwan Kumagai Co Contracting of buik_jing constructior
Ltd. T NTD 600,000 thousand 100.00% )[/r\:ork,tetc. and business related
ereto

There are seven (7) consolidated subsidiariesuditad) the above-mentioned four (4)
material subsidiaries, and three (3) equity-methifidates.

(7) Principal Business Activities

The Group engages mainly in construction busineds@lated surrounding business thereof.

As the principal group company, the Company hasiobtl the approval as a special
construction business operator TOku29) No. 1200” from the Minister of Land,
Infrastructure, Transport and Tourism pursuanh&é@onstruction Business Act, and engages

in civil engineering, building construction busisemd business related thereto.

(8) Principal Offices, etc.

(i) The Company
Head Office:
Tokyo Head Office:
Branches:

2-6-8, Chuo, Fukui-shi

2-1, Tsukudo-cho, Shinjuku-Kakyo

Hokkaido Branch (Sapporo-shi, Hokkaidd@phoku
Branch (Sendai-shi, Miyagi), Metropolitan Branch
(Shinjuku-ku, Tokyo), Nagoya Branch, Hokuriku Branc
(Kanazawa-shi, Ishikawa), Kansai Branch (Osaka-shi,
Osaka), Chushikoku Branch (Hiroshima-shi, Hiroshima
Shikoku Branch (Takamatsu-shi, Kagawa), Kyushu
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Branch (Fukuoka-shi, Fukuoka), International Branch
(Shinjuku-ku, Tokyo)

Technical Research Institute:  (Tsukuba-shi, Ibidrak

Overseas Offices: China (Hong Kong), Taiwan, \aatn Sri Lanka,

Myanmar

(Note) The Company changed the location of the Heffide from “2-6-8, Chuo, Fukui-shi” to “3-2-1
Oote, Fukui-shi” on May 1, 2018.

(i) Principal Subsidiaries
GAEART Co., Ltd. (Shinjuku-ku, Tokyo)
Technos Co., Ltd. (Toyokawa-shi, Aichi)
K & E Co., Ltd. (Shinjuku-ku, Tokyo)
Taiwan Kumagai Co., Ltd. (Taiwan)

(9) Status of Employees
() Status of Employees of Group

Number of employees Changes from end of previonsdaaated fiscal year
3,892 people +94 people
(Note) The Number of employees is the number ofqes actually working for the Company and group
companies.

(ii) Status of Employees of Company

Changes from end of Average number of

Number of employees X )
previous fiscal year years of employment

Average age

2,382 peoplg +77 people 45.2 years olg 20.5 years

(Note) The Number of employees is the number afqres actually working for the Company.

(10) Principal Lenders

Lenders Borrowed amount

(JPY million)
Sumitomo Mitsui Banking Corporation 3,000
Sumitomo Mitsui Trust Bank, Limited. 1,575
The Gunma Bank, Ltd. 1,450
THE HOKURIKU BANK, LTD. 1,250
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 875
(Note) The Bank of Tokyo-Mitsubishi UFJ, Ltd. chadlgts trade name to MUFG Bank, Ltd. as of April

1, 2018.

(11) Other Significant Matters Concerning Current Satus of Group
Not applicable.
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2. Matters Regarding Shares of Company

(1) Total Number of Shares Authorized to be Issued

71,400,000 shares

(Note) Since the Company conducted a one-for-teerse stock split of common stock on October 1,
2017, the total number of shares authorized tesweid decreased by 642,600,000 shares
compared to the end of the previous fiscal year.

(2) Total Number of Shares Issued

46,805,660 shares (including 22,471 shares asumeakares)

(Note) Since the Company conducted a one-for-teerse stock split of common stock on October 1,
2017, the total number of shares issued decreas88%790,147 shares compared to the end of
the previous fiscal year. In addition, the Compeogducted a capital increase through third
party allotment by issuing 9,051,200 shares on Nier 28, 2017. As a result, the total number
of shares issued decreased by 330,738,947 shampsmuzd to the end of the previous fiscal year.

(3) Number of Shareholders
45,210 (decrease by 7,554 shareholders, compatbd end of the previous fiscal year)

(4) Principal Shareholders (Top 10 Shareholders)

Number of shares held| Percentage of shares held
Name of shareholders
(thousands) (%)

Sumitomo Forestry Co., Ltd. 9,361 20.01
Japan Trustee Services Bank, Ltd.
(Trust Account) 4,080 8.72
The Master Trust Bank of Japan, Ltd. 3.351 716
(Trust Account)
Kumagal_ Gumi Business Partner Shareholding 1,743 373
Association
Japan Trustee Services Bank, Ltd.
(Trust Account 9) 1,538 3.29
Japan Trustee Services Bank, Ltd.
(Trust Account 5) 671 L.44
NORTHERN TRUST GLOBAL SERVICES
LIMITED, LUXEMBOURG RE LUDU RE: 630 135
UCITS CLIENTS 15.315 PCT NON TREATY '
ACCOUNT
Sumitomo Mitsui Banking Corporation 591 1.26
Trust & Custody Services Bank, Ltd. (Securities

566 121
Investment Trust Account)
HAYAT 527 1.13

(Note) The “percentages of shares held” are caledlay excluding the treasury shares.

3. Matters Regarding Stock Acquisition Rights, etcof Company
Not applicable.
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4. Matters Regarding Officers

(1) Name, etc. of Directors and Audit & SupervisoryBoard Members

=

Assignment in Company and Status of Majc

Name Concurrent Offices

Title

President
(Representative Director)
Senior Managing Director

Senior Managing Director

Senior Managing Director

o Senior Managing Director

Director

Director

Full-Time Audit &

Supervisory Board Member
o Full-Time Audit &

Yasushi Higuchi

In chardatefnational Business, In charge
of Marketing
Gendiaager of the Corporate Planning
Division
Generalndger of the Civil Engineering
Management Division, General Manager of the
Railway Project Promotion Division of the
Civil Engineering Management Division
General 8t of the Architectural
Management Division

Susumu Ogawa
Yasunori Sakuranp

Yoshihiko Kato

Yoshiaki Ogawa
Koichi Hironishi
Mikie Yumoto
Tsukasa Yoshikawa

Junji Konishi

Supervisory Board Member
Audit & Supervisory Board
Member

Audit & Supervisory Board

Takashi Kakimi

Masaaki Ayukawa

Attorney-at-law

Certified Public Accountant, Ougsidirector

Member

(Audit Supervisory Committee Member) of
AUCNET INC.

(Note) 1. Directors, Mr. Koichi Hironishi and Ms.ikie Yumoto are both Outside Directors.

2.

3.

&

Audit & Supervisory Board Members, Messrs. HikaKakimi and Masaaki Ayukawa are both
Outside Audit & Supervisory Board Members.

Directors, Mr. Koichi Hironishi and Ms. Mikieuyhoto, and Audit & Supervisory Board Members,
Messrs. Takashi Kakimi and Masaaki Ayukawa arestegéd as independent officers who are not
likely to have any conflict of interests with thergeral shareholders pursuant to the rules of the
Tokyo Stock Exchange.

The Director and Audit & Supervisory Board Memfagth the circle ¢) were newly appointed as a
Director and an Audit & Supervisory Board Membegspectively, at the 80th ordinary general
meeting of shareholders held on June 29, 2017.

Full-Time Audit & Supervisory Board Member, Misukasa Yoshikawa has an experience as the
General Manager of the Accounting Department ofGoenpany and has considerable knowledge
concerning finance and accounting.

. Audit & Supervisory Board Member, Mr. Masaakyukawa is qualified as a certified public

accountant and has considerable knowledge conggfinence and accounting.

. The Director and Audit & Supervisory Board Memb#no retired during this fiscal year:

Kazuo Ishigaki

Director (Retired as of June 29,201
Full-Time Audit &

Supervisory Board Member (Resigned as of June 29, 2017)

As of April 1, 2018, the status and assignmehirectors have changed as follows:
Chairperson Yasushi Higuchi

President
(Representative Director)

Tadanao Takema

Yasunori Sakurano
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The Company has introduced the Executive Officete®ys The Executive Officers as of March 31,
2018 are as follows:

*

(Note) 1.

Executive President Yasushi Higuchi Executive Officer Masamichi Kokuzawa
Executive Vice Toshiaki Hotta Executive Officer Katsuhiko Hayashi
President

Executive Vice Masahiko Takashima Executive Officer Masao Kajiyama
President

Senior Managing Susumu Ogawa Executive Officer Masaki Ohno
Executive Officer

Senior Managing Yasunori Sakurano Executive Officer Koji Okaichi
Executive Officer

Senior Managing Yoshihiko Kato Executive Officer Kunito Hoshi
Executive Officer

Senior Managing Yoshiaki Ogawa Executive Officer Norio Sumiyoshi
Executive Officer

Senior Managing  Satoshi Shibukawa Executive OfficerHideyuki Tsukuda
Executive Officer

Managing Executive Akira Yamazaki Executive Officer Hisato Nagata
Officer

Managing Executive Hiroshi lida Executive Officer Takahiko Kashihara
Officer

Managing Executive Koji Hidaka Executive Officer Kazuhiko Kawamura
Officer

Managing Executive Keniji Kishi

Officer

Managing Executive Shin Ueda

Officer

Executive Officer Kunihiko Oshima

Executive Officers marked with asterisky #&re Executive Officers concurrently serving as
Directors.

. Executive President, Mr. Yasushi Higuchi, ExeaiWice President, Toshiaki Hotta and Executive

Officer, Mr. Katsuhiko Hayashi retired from thespective positions as Executive Officer as of
March 31, 2018.
As of April 1, 2018, the position of Executi@dficer has changed as follows:

Managing

Executive President Yasunori Sakurano . .
Executive Officer

Koji Okaichi
Executive Vice
President

Managing Executive
Officer

Satoshi Shibukawa o Executive Officer Hiroyuki Watanabe

Masaki Ohno o Executive Officer Masato Yamashita

(Note) Executive Officers with circles) are newly appointed Executive Officers.

(2) Summary of Liability Limitation Agreement

The Company has entered into an agreement witbf ale Outside Directors and Audit &
Supervisory Board Members which limits the lialyilior damages set forth in Article 423,
Paragraph 1 of the Companies Act. The amount adiliiies for damages under said
agreement is limited to the amount prescribed ickr 425, Paragraph 1 of the Companies

Act.
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(3) Total Amount of Compensation, etc. for Directos and Audit & Supervisory Board

Members

Eight (8) - (Including two (2) Outside

persons JPY 146 million Directors : JPY 18 million)
(Including two (2) Outside

Five (5) persons JPY 43 million Audit & Supervisory Board
Members : JPY 18 million)

Directors:

Audit & Supervisory
Board Members:

(Note) The amounts of compensation approved by émeml meeting of shareholders were “JPY 30 million
per month or less” for Directors, and “JPY 5 mifliper month or less” for Audit & Supervisory Board
Members.

(4) Matters Regarding Outside Officers

Directors, Mr. Koichi Hironishi and Ms. Mikie Yumetare both Outside Directors.
Furthermore, Audit & Supervisory Board Members, BfesTakashi Kakimi and Masaaki
Ayukawa are both Outside Audit & Supervisory Boktembers.

() The Company’s Relationship with Organization¢.eWhere Outside Officers Hold
Material Concurrent Office
Audit & Supervisory Board Member, Mr. Ayukawa isettQutside Director (Audit
Supervisory Committee Member) of AUCNET INC. Thengpany has no material
relationships with said company.

(i) Status of Principal Activities
Director, Mr. Hironishi has attended all eighte&B)(meetings of the Board of Directors
held during this fiscal year, and has spoken, asssary, mainly based on his abundant
experience and extensive knowledge he acquired amraagement executive of a
different industry.

Director, Ms. Yumoto has attended all eighteen (h8gtings of the Board of Directors
held during this fiscal year, and has spoken, asssary, mainly based on her abundant
experience and extensive knowledge she acquirghhbicipating in management as a
management executive in charge of human resouf@editierent industry.

Audit & Supervisory Board Member, Mr. Kakimi hasteatded all eighteen (18)
meetings of the Board of Directors as well as alefdd) meetings out of twelve (12)
meetings of Audit & Supervisory Board, each heldimy this fiscal year, and has
spoken, as necessary, mainly from a professiomappetive as an attorney-at-law.
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Audit & Supervisory Board Member, Mr. Ayukawa hageaded all eighteen (18)
meetings of the Board of Directors as well as aklve (12) meetings of Audit &
Supervisory Board, each held during this fiscalry@amd has spoken, as necessary,
mainly from a professional perspective as a cedifyublic accountant.

5. Status of Accounting Auditor

(1) Name of Accounting Auditor
GYOSEI & CO.

(2) Amount of Compensation, etc., of Accounting Auitbrs for this Fiscal Year

(i) Amount of Compensation, etc. Relating to SezgiSet Forth in Article 2, Paragraph 1
of the Certified Public Accountant Act
JPY 52 million

(i) Total Amount of Cash or Other Economic BerneffPayable from Company or Its
Subsidiaries

JPY 73 million

(Note) 1. Based on the “Practical Guidance Conogr@ooperation with Accounting Auditors” released b
the Japan Audit & Supervisory Board Members Asdmsiathe Audit & Supervisory Board of the
Company confirmed the audit hours by audit itenignges in audit compensations as well as the
performance status to the audit plans of the p@tods, and as a result of considering the audit
hours of this fiscal year and the appropriatendghe compensation amount, it gave the consent
prescribed in Article 399, Paragraph 1 of the CamgmAct with respect to the compensation, etc.
of the Accounting Auditors.

2. The audit contract between the Company and tbeounting Auditor does not separate the
compensation for the audit under the Companiesrant the compensation for the audit under the
Financial Instruments and Exchange Act. Accordintfle amount stated in (i) above includes the
amount of compensation, etc., for audit under thark€ial Instruments and Exchange Act.

3. Taiwan Kumagai Co., Ltd., a subsidiary of therpany, is audited by a certified public accountant
other than the Accounting Auditor of the Company.

(3) Details of Non-audit Services

As services other than services set forth in Aeti2| Paragraph 1 of the Certified Public
Accountant Act, the Company paid considerationcfumfirmation services, etc. regarding the
summary financial statements included in the Prigfipaion documents for overseas tender.

(4) Policy for Determination of Dismissal or Non-rappointment of Accounting Auditors
The Audit & Supervisory Board dismisses an Accaum#uditor pursuant to the Rules of the
Audit & Supervisory Board and upon the unanimoussemt of all Members of the Audit &
Supervisory Board in the case where the Companigeethat such Accounting Auditor falls
under Article 340, Paragraph 1 of the Companies Attt such case, the Audit & Supervisory
Board Members designated by the Board of Direcwits explain the dismissal of such
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Accounting Auditor and the reason for such dismissathe first general meeting of
shareholders after such dismissal. Furthermorenwhe Accounting Auditor is determined
to pose problem as Accounting Auditor, a proposalismissal or non-reappointment will be
submitted to the general meeting of shareholdersuamt to the resolution of the Audit &
Supervisory Board.

6. Structure and Policy of Company

(1) Structure to Ensure that Duties of Directors Ae Executed in Compliance with Laws,
Regulations and Articles of Incorporation and Other Structures to Ensure
Operations Are Appropriately Conducted

The details of the above-mentioned structures, lvivere resolved by the Board of Directors

of the Company, are as follows:

Based on the understanding that it is essentignioance the effectiveness of corporate
governance in order to realize the “managemenbpbghy” under which “we aim to be a

corporate group that contributes to society throiigbusiness activities, with construction as
its core,” the Company shall develop the followisiguctures concerning internal control

systems:

1. Structure to Ensure that Duties of Directors Bnaployees are Executed in Compliance

with Laws, Regulations and Articles of Incorporatio

(i) The Company shall establish and thoroughly enpént the Code of Corporate Conduct
for all of the Directors, Executive Officers (harafter collectively the “Officers”) and
employees.

(i) The Administration Division shall develop arerall compliance structure and provide
guidance regarding legal issues, each division @aditering individual laws and
regulations shall maintain and develop the legahmlance system and the Internal
Audit Department shall develop a structure thatitauthe compliance status of the
management of operations.

(i) With respect to the procedures required toe Officers and employees to execute their
duties, the Company shall establish internal ridash as Rules on Organization, Rules
on Allocation of Duties, Rules on Management Auiyoand Rules on Decision
Making Procedures.

(iv) The Company shall establish a periodic edocal/training system concerning legal
compliance.

(v) The Company shall develop a structure wheradpenanagement, such as the Officers
and Branch Managers, thoroughly inform the empleyea a daily basis, compliance
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(vi)

with laws, regulations, the Articles of Incorpowatj internal rules, etc. in respect of
business operations.

The Company shall establish an internal rapgrsystem aiming to prevent misconduct
or deterioration of a situation by ascertaining aodrecting acts violating laws and
wrongful acts at an early stage and to prevenbtiweirrence of acts violating laws by
having the employees mutually checking and balaneach other.

(vi) The Legal Compliance Audit Committee, an argation independent from the

management, shall evaluate the compliance struftone an external perspective and
report and make proposals to the management.

(viii) The Company shall clearly state in the “Kagai Gumi Code of Conduct” and

2.

“Compliance Program” that any relationships withi-@ocial forces shall be severed,
take a resolute stance and firmly reject any unlbwémands from anti-social forces
and thoroughly implement such code and program.

Structure for Storing and Managing Informatioald&ing to Directors Executing their
Duties

The Company shall develop and thoroughly implemetdrnal rules in order to properly
store and manage various information relating ¢oRirectors executing their duties.

3.
(i)

(ii)

(iii)

Rules and Other Structures for Managing Riskass

In order to manage risks according to the cotst®f the risks, the risks assumed under
business operations are classified into departments the department in charge shall
prepare manuals, etc.

In order to properly manage risks, the Compahgll establish internal rules, such as
Rules on Compliance, Rules on Decision Making Ritooes and Rules on Internal
Audits, and establish cross sectional company-widenmittees for matters where
multifaceted risks need to be considered.

The Company shall develop a structure for ieectors to timely receive reports on
important matters under risk management.

4. Structure to Ensure Efficient Execution of Dsti®y Directors

(i)

(ii)

The Company shall adopt the Executive Officerst8m so that the Directors can
execute their duties efficiently.

With respect to material management issuesh as management strategy, the budget
for each department, capital expenditures, the do&mDirectors shall make decisions
after the points in question and issues are charifit the Management Meeting.
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(i) The Company shall set up the Officer-Branclamdger Meetings in order to thoroughly
implement and inform the Executive Officer and BiaiManagers of the policies, etc.
on addressing management strategies and managssuss.

5. Structure to Ensure Operations are AppropriaB@pducted within Group Consisting of
Company and its Subsidiaries

(i) The Company shall establish Rules on Admintgiraand Management of Domestic
Group Companies and Rules on Administration and ddament of Overseas Group
Companies and develop a structure that administéerd supports the overall
management of the group companies by, for exanopkajning the management status
of the group companies, appropriately reporting mshonding to risks and building a
structure for executing duties efficiently.

(i) The Company shall establish the Group Manageni®romotion Committee from the
perspective of group management and confirm théopeance and consider the
management issues of each of the group companies.

(i) The Company shall spread and thoroughly infdhe group companies of the purport of
the Company’s Compliance Program so that they caduwct business operations in
compliance with laws, regulations, the Articles latorporation, internal rules, etc.
Furthermore, the employees of the group companiay uirectly report to the
Company'’s contact desk pursuant to the internairteg system of the Company.

(iv) The Company shall develop a structure so thatCompany can provide guidance to
the group companies to develop an appropriatenateontrol system.

(v) The Company shall procure each group companyaee a corporate auditor and
establish Rules on Audits by Corporate Auditor&obup Companies in order for audits
to be properly carried out. Furthermore, the Camgpahall prepare for situations
where the Internal Audit Department of the Compandits the compliance status of
the group companies in managing operations.

6. Matters Regarding Audits by Audit & Supervis@&gard Members

(1) Matters Regarding Employee Assisting with Dsitief Audit & Supervisory Board
Member when Such Member Requests Assignment of Baglloyee

When an Audit & Supervisory Board Member requebts assignment of an employee to
assist with his/her duties, the Board of Directlrall assign, upon consultation with the Audit
& Supervisory Board Member, such employee to agstbtthe duties of such Member.

(2) Matters Regarding Independence of EmployeeFseth in Preceding Paragraph from
Directors and Ensuring Effectiveness of Audit & Bopsory Board Member’s Instructions to
Such Employee
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When an employee is assigned to assist with thedaf an Audit & Supervisory Board
Member, the prior consent of the Full-time Audit Supervisory Board Member shall be
obtained to make decisions on personnel relatetersasuch as the appointment and transfer
of such employee. Furthermore, when such emplagsists with the duties of the Audit &
Supervisory Board Member, such duties shall be opexd in accordance with the
instructions and orders of the Audit & SupervisBgard Member.

(3) Structure Concerning Reporting by Directors dachployees of Company and its

Subsidiaries and Corporate Auditors of Subsidiaesudit & Supervisory Board Member.

(i) In the audits by the Audit & Supervisory Boavtembers, the Officers and employees
of the Company and group companies and the compoaaditors of the group
companies shall report on the status, etc. oedaeeution of the duties that they are in
charge of. Furthermore, the Company shall develgiructure where the Audit &
Supervisory Board Member of the Company can atbeybrtant meetings, such as the
Board of Director’'s meetings and Management Mestingptain the status of the
management of operations and request reports, @ssay, from the Officers and
employees.

(i) The Company and the group companies shall iprolany person set forth in the
preceding paragraph who reported to the Audit & €8vgory Board Member from
being treated unreasonably for such report.

(i) The necessary expenses and obligations aifiom the Audit & Supervisory Board
Member performing his/her duties shall be prompindled after a request has been
made by the Audit & Supervisory Board Member.

(4) Other Structures to Ensure that Audits by AuglitSupervisory Board Members are
Conducted Effectively

In order to enhance the effectiveness of auditthbyAudit & Supervisory Board Members,
the Company shall develop a structure where theitA&idSupervisory Board Members
confirm the results of the audit by the Accountgditor and the Internal Audit Department
and exchange opinions with them.

(2) Summary of Operating Status of Structures to Eaure Operations Are Appropriately
Conducted

With respect to the structure to ensure that theesluof the Directors are executed in

compliance with laws, regulations and the Artictdsincorporation and other structures to

ensure operations are appropriately conducted,nanswy of the operating status for this

fiscal year (from April 1, 2017 to March 31, 2018)s follows:
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1. Overall Internal Control

The Board of Directors of the Company consistsedes (7) Directors, including two (2)

Outside Directors, and the meetings of the BoarDioéctors were held eighteen (18) times
with the attendance of four (4) Audit & Supervisddgard Members and the legality of the
execution of the duties of the Directors is ensurdéurthermore, the Board of Directors
appointed the Executive Officers and each Execuiicer is performing his/her duties

within the scope of his/her authority and respahsibunder the instruction and supervision
of the Representative Director.

In addition, the Management Meetings were held tydour (24) times and the
Officer-Branch Manager Meeting were held four {#)s.

For executing duties, internal rules, such as Rale©rganization, Rules on Allocation of
Duties, Rules on Management Authority and RulesDatision Making Procedures, are
established, and necessary procedures are impledienaccordance with the internal rules.

2. Compliance Structure

In order to enhance and practice management thaplas with laws, the Company has
established “Kumagai Gumi Code of Conduct” and “(@bamce Program” and has
implemented compliance training at the Head Oféind all of the Branch Offices once every
year. Furthermore, the Company has set up anmadteeporting system that includes the
group companies and established a reporting delgpendent from the management.

Moreover, the Legal Compliance Audit Committee reeehce every year for annual
overview and meets from time to time for other udiial cases and receives assessments
independent from the management.

3. Risk Management Structure

The Company has established internal rules, suétubes on Compliance, Rules on Decision
Making Procedures and Rules on Internal Audit, ntheo to appropriately manage risks, and
has established individual manuals, etc. for tkksriassumed under business operations to
manage risks according to their content. Furtheemas a response to the occurrence of a
large-scale disaster, etc., the Company has dex@lap business continuity plan and
established the Crisis Management Committee.

In addition, in order to consider multifaceted gskross sectional company-wide committees,
such as the Project Review Committee on Awardedr@cts, New Business Committee and
International Business Promotion Committee, hawenhestablished.
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4. Group Administration Structure

The Company has established Rules on Administratr@ahManagement of Domestic Group
Companies and Rules on Administration and Manageofedverseas Group Companies and
developed an administrative structure for overatbup management. Furthermore, the
Company held four (4) meetings of the Group ManaggnPromotion Committee and
confirmed the performance and considered the manmagge issues of individual group
companies.

Furthermore, in addition to causing some of thaigroompanies to participate in compliance
training sessions, when a material compliance breacurs at individual group companies, a
report is made to the Board of Directors of the @any as necessary.

5. Audit Structure

The Audit & Supervisory Board Members shall obttie status of the management of the
operations of the Company and the group compamyiestbnding important meetings, such as
the meetings of the Board of Directors or Managandeetings, and through reports from
the group companies, etc.

In addition, the Audit & Supervisory Board Membaeaisall confirm the results of the audits
audited by the Accounting Auditor and the InterAabit Department and exchange opinions
with the Representative Director, the Outside Doex; the Accounting Auditors, the Internal
Audit Department, etc.

The Internal Audit Department shall conduct intéraadits of the Company and group
companies in accordance with annual plans.

(3) Basic Policy Concerning Control of Company
Not applicable.
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Consolidated Balance Sheet

(As of March 31, 2018)

ASSETS LIABILITIES
(JPY million) (JPY million)
CURRENT ASSETS 280,088 CURRENT LIABILITIES 177,845
) Notes payable, accounts payable for constructio 76,043
Cash and deposits 108,586  contracts and other
Notes receivable, accounts receivable from 139,287 . o .
completed construction contracts and other Electronically recorded obligations - operating 2,
Costs on uncompleted construction contrgcts 6,905 Short-term loans payable 4,090
Deferred tax assets 6,021 Income taxes payable 2,871
Accounts receivable - other 12,178 Advances received on uncompleted construction 21,527
contracts
Other 7,309 Deposits received 20,700
Allowance for doubtful accounts (151)  Provision for warranties for completed constructiq 433
NON-CURRENT ASSETS 53,444 Provision for loss on construction contracts 438
PROPERTY, PLANT AND EQUIPMENT 19,504 Provision for contingent loss 11,341
Buildings and structures 5,919 Provision for bonuses 3,911
Machinery, vehicles, tools, furniture and 2,339 Other 7,188
fixtures
Land 10,524 | NON-CURRENT LIABILITIES 29,444
Leased assets 102 Long-term loans payable 10,389
Construction in progress 618 Net defined benefit liability 16,677
INTANGIBLE ASSETS 441 Other 2,378
INVESTMENTS AND OTHER ASSETS 33,499 TOTAL LIABILITIES 207,290
Investment securities 24,382 NET ASSETS
Long-term loans receivable 898shareholders’ equity 123,616
Long-term non-operating accounts 235
receivable Capital stock 30,108
Claims provable in bankruptcy, claims 69 Capital surplus 25,157
provable in rehabilitation and other
Deferred tax assets 5,406 Retained earnings 68,540
Other 2,818 Treasury shares (189)
Allowance for doubtful accounts (271)Accumulated other comprehensive income 2,758
Valuation difference on available-for-sale 2,699
DEFERRED ASSETS 132 securities
Share issuance cost 132  Foreign currency translation adjustment 516
Remeasurements of defined benefit plans (457)
TOTAL NET ASSETS 126,374
TOTALASSETS 333,665 TOTAL LIABILITIES AND NET ASSETS 333,665
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Consolidated Statement of Income
(From April 1, 2017 to March 31, 2018)

NET SALES (JPY million) (JPY million)
Net sales of completed construction contracts 3IB,0 374,019
COST OF SALES
Cost of sales of completed construction contracts 33,789 333,789

Gross profit

Gross profit on completed construction contracts ,230 40,230
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 17,188
Operating profit 23,041

NON-OPERATING INCOME

Interest and dividend income 145

Share of profit of entities accounted for usingiggmethod 144

Compensation for damage income 85

Other 148 524

NON-OPERATING EXPENSES

Interest expenses 241

Capital and business alliance expenses 236

Commission for syndicate loan 223

Other 181 883
Ordinary profit 22,682

EXTRAORDINARY INCOME

Gain on sales of memberships 39
Gain on sales of non-current assets 22
Other 2 64

EXTRAORDINARY LOSSES

Provision for contingent loss 481

Loss on retirement of non-current assets 84

Other 85 651
Profit before income taxes 22,095
Income taxes — current 5,386
Income taxes — deferred 925 6,311
Profit 15,783
Profit attributable to owners of parent 15,783
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Consolidated Statement of Changes in Equity
(From April 1, 2017 to March 31, 2018)

Shareholders’ equity
Capital stock Capital surplus Retained earningdreasury shares Total ser;iritfyholders

(JPY million) (JPY million) (JPY million) (JPY million) (JPY million)
Balance at beginning of
current period 13,341 7,880 55,377 (753) 75,845
Changes of items during
period
Issuance of new shares 16,767 16,767 33,5634
Dividends of surplus (2,621) (2,621)
Profit attributable to owners o 15,783 15,783
parent
Purchase of treasury shares 77) 77)
Disposal of treasury shares 509 641 1,151
Net changes of items other
than shareholders' equity
Total changes of items during 16,767 17,276 13,162 564 47,771
period
Balance at end of current 30,108 25,157 68,540 (189) 123,616
period

Accumulated other comprehensive income
Valuatlor;:lﬁerence Foreign currency| Remeasurements Total accumulated| 10t net
. translation of defined | other comprehensive ~ 2SSets
available-for-sale - . ;
o adjustment benefit plans income
securities
(JPY million) (JPY million) (JPY million) (JPY million) (JPY million)

Balance at beginning of 4,428 388 (374) 4,443 80,288
current period
Changes of items during
period
Issuance of new shares 33,534
Dividends of surplus (2,621)
Profit attributable to owners 15783
of parent
Purchase of treasury shares (77)
Disposal of treasury shares 1,151
Net changes of items other
than shareholders' equity (1,729) 127 (83) (1,685) (1,685)
Totgl changes of items during (1,729) 127 83) (1,685) 46,086
period
S:r'mce atend of current 2,699 516 (457) 2,758 126,374
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Nonconsolidated Balance Sheet

(As of March 31, 2018)

ASSETS LIABILITIES
(JPY million) (JPY million)
CURRENT ASSETS 236,114 CURRENT LIABILITIES 153,638
Cash and deposits 91,364 Notes payable - trade 7,786
Notes receivable - trade 2,549  Electronically recorded obligations - operating 2,
Accounts receivable from completed 110,246 )
construction contracts Accounts payable for construction contracts 50,896
Costs on uncompleted construction 5,988
contracts Short-term loans payable 3,851
Deferred tax assets 5,393 Lease obligations 19
Accounts receivable - other 14,007 Income taxes payable 2,513
Other 6,691 Advances received on uncompleted constructign 20,051
contracts
Allowance for doubtful accounts az27m) Deposits received 19,136
NON-CURRENT ASSETS 43,846 Provision for warranties for completed construction 341
PROPERTY, PLANT AND 11.136 Provisi . 1
EQUIPMENT ’ rovision for loss on construction contracts 293
Buildings and structures 2,407 Provision for contingent loss 11,324
Machinery and vehicles 22D Provision for bonuses 2,477
Tools, furniture and fixtures 206 Other 6,148
Land 7,677 | NON-CURRENT LIABILITIES 26,015
Leased assets 59 Long-term loans payable 10,328
Construction in progress 565 Lease obligations 49
INTANGIBLE ASSETS 266 Provision for retirement benefits 13,397
INVESTMENTS AND OTHER ASSETS 32,443 Other 2,239
Investment securities 11,781 TOTAL LIABILITIES 179,653
Shares of subsidiaries and associates 14,691 NET ASSETS
Long-term loans receivable 1,203Shareholders’ equity 97,813
Long-term non-operating accounts 11 .
receivable Capital stock 30,108
Claims pr_ovable in_ ba_nkruptcy, claims 33 Capital surplus 25157
provable in rehabilitation and other
Long-term prepaid expenses B2 Legal capital surplus 16,767
Deferred tax assets 3,868 Other capital surplus 8,390
Other 751 Retained earnings 42,613
Allowance for doubtful accounts (80) Legal retained earnings 559
DEFERRED ASSETS 132 Other retained earnings 42,054
Share issuance cost 132 Retained earnings brought forward 42,054
Treasury shares (65)
Valuation and translation adjustments 2,625
ValuaFi_on difference on available-for-sale 2,625
securities
TOTAL NET ASSETS 100,439
TOTALASSETS 280,092 TOTAL LIABILITIES AND NET ASSETS 280,092
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Nonconsolidated Statement of Income
(From April 1, 2017 to March 31, 2018)

NET SALES (JPY million) (JPY million)
Net sales of completed construction contracts 7.5 294,579
COST OF SALES
Cost of sales of completed construction contracts 64,@28 264,028

Gross profit

Gross profit on completed construction contracts ,580 30,550
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 12,605
Operating profit 17,945

NON-OPERATING INCOME
Interest and dividend income 834

Other 258 1,093

NON-OPERATING EXPENSES

Interest expenses 232

Capital and business alliance expenses 236

Commission for syndicate loan 223

Other 133 826
Ordinary profit 18,212

EXTRAORDINARY INCOME
Gain on sales of memberships 39

Other 2 42

EXTRAORDINARY LOSSES

Provision for contingent loss 494

Other 45 539
Profit before income taxes 17,715
Income taxes — current 3,931
Income taxes — deferred 919 4,850
Profit 12,864
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Nonconsolidated Statement of Changes in Equity
(From April 1, 2017 to March 31, 2018)

Shareholders’ equity
Capital surplus Retained earnings
Other retained
. earnings
Capital Legal Other Total . - .
stock capital capital capital Legal rgtamed Reta_lned Total re_talned
surplus surplus surplus earnings earnings earnings
brought
forward
(JPY million) JPY JPY JPY (JPY million) (JPY million) (JPY million)
million) million) million)
Balance at beginning of 13,341 - 7,880 7,880 297 32,073 32,370
current period
Changes of items during
period
Issuance of new shares 16,767 16,767 16,767
Provysmn of legal retained 262 (262) )
earnings
Dividends of surplus (2,621) (2,621)
Profit 12,864 12,864
Purchase of treasury shares
Disposal of treasury shares 509 509
Net changes of items othe
than shareholders' equity
ggfcl)gha”ges of items during 16,767 16,767 509 17,276 262 9,980 10,243
?::%r(‘jce atend of current 30,108 16,767 8,390 25,157 559 42,054 42,613

Shareholders’ equity Valuation and translation sients
Valuation Total valuation
Total shareholders|  difference on ) Total net assets
Treasury shares . . and translation
equity available-for-sale .
- adjustments
securities
(JPY million) (JPY million) (JPY million) (JPY million) (JPY million)
Balance at beginning of (632) 52,960 4,361 4,361 57,321
current period
Changes of items during
period
Issuance of new shares 33,534 33,534
Provision of legal retained i i
earnings
Dividends of surplus (2,621) (2,621)
Profit 12,864 12,864
Purchase of treasury shares (15) (75) (75)
Disposal of treasury shares 641 1,151 1,151
Net changes of items other|
than shareholders' equity (1,736) (1,736) (1,736)
Total changes of items during 566 44,853 (1,736) (1,736) 43,117
period
ﬁg:%%ce atend of current (65) 97,813 2,625 2,625 100,439
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[Translation]
Accounting Auditor’s Audit Report Relating to the Consolidated Financial Statements

Independent Auditor’'s Audit Report
May 11, 2018
The Board of Directors
Kumagai Gumi Co., Ltd.
GYOSEI & CO.
Naruhito Minami
Certified Public Accountant
Designated Partner
Engagement Partner

Tetsuo Noguchi

Certified Public Accountant
Designated Partner
Engagement Partner

Pursuant to Article 444, Paragraph 4 of the CongmnAct, we have audited the
accompanying consolidated financial statementschvitiomprise the consolidated balance
sheet, the consolidated statement of income, theatiolated statement of changes in equity
and the notes to the consolidated financial statésnef Kumagai Gumi Co., Ltd. (the
“Company”) applicable to this fiscal year from Apti 2017 through March 31, 2018.

Management’'s Responsibility for the ConsolidatethRcial Statements

Management is responsible for the preparation amdpresentation of these consolidated
financial statements in accordance with accoungingciples generally accepted in Japan,
and for designing and operating such internal cbr@is management determines is necessary
to enable the preparation and fair presentatidhetonsolidated financial statements that are
free from material misstatement, whether due todrar error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based
on our audit. We conducted our audit in accordawtth auditing standards generally
accepted in Japan. Those standards require thagtlameand perform the audit to obtain
reasonable assurance about whether the consolidi@adcial statements are free from
material misstatement.
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An audit involves performing procedures to obtaudia evidence about the amounts and
disclosures in the consolidated financial statesmenhe procedures selected depend on the
auditor’s judgment, including the assessment of rieks of material misstatement of the
consolidated financial statements, whether dueaodf or error. The purpose of an audit of
the consolidated financial statements is not ta@sgan opinion on the effectiveness of the
entity’s internal control, but in making these riagksessments the auditor considers internal
controls relevant to the entity’s preparation aaid presentation of the consolidated financial
statements in order to design audit proceduresatetppropriate in the circumstances. An
audit also includes evaluating the appropriatenafssaccounting policies used and the
reasonableness of accounting estimates made bygeraeat, as well as evaluating the
overall presentation of the consolidated finansiatements.

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

Opinion

In our opinion, the consolidated financial stateteerferred to above present fairly, in all
material respects, the financial position and tssof operations of the Company and
consolidated subsidiaries, applicable to the fisesr ended March 31, 2018 in conformity
with accounting principles generally accepted ipaia

Conflicts of Interest
We have no interest in the Company which shoulddiselosed in compliance with the

Certified Public Accountants Act.

[End]
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[Translation]
Accounting Auditor’s Audit Report

Independent Auditor’'s Audit Report
May 11, 2018
The Board of Directors
Kumagai Gumi Co., Ltd.
GYOSEI & CO.

Naruhito Minami

Certified Public Accountant
Designated Partner
Engagement Partner

Tetsuo Noguchi

Certified Public Accountant
Designated Partner
Engagement Partner

Pursuant to Article 436, Paragraph 2, Item 1 of @wmnpanies Act, we have audited the
accompanying nonconsolidated financial statementsch comprise the nonconsolidated
balance sheet, the nonconsolidated statement omi@cthe nonconsolidated statement of
changes in equity, the notes to the nonconsolidétexhcial statements and the related
supplementary schedules of Kumagai Gumi Co., lttee {Company”) applicable to the 81st
fiscal year from April 1, 2017 through March 31,1830

Management’'s Responsibility for the Financial Statats and the Related Supplementary
Schedules

Management is responsible for the preparation amgfesentation of these nonconsolidated
financial statements and the related supplemersangdules in accordance with accounting
principles generally accepted in Japan, and foigdesy and operating such internal control
as management determines is necessary to enaljpeeibp@ration and fair presentation of the
nonconsolidated financial statements and the klatgplementary schedules that are free
from material misstatement, whether due to fraueroor.

Auditor’'s Responsibility
Our responsibility is to express an opinion on ¢hesnconsolidated financial statements and
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the related supplementary schedules based on aodit. aWe conducted our audit in
accordance with auditing standards generally aedejpt Japan. Those standards require that
we plan and perform the audit to obtain reasonaddsurance about whether the
nonconsolidated financial statements and the kklatgplementary schedules are free from
material misstatement.

An audit involves performing procedures to obtaudia evidence about the amounts and
disclosures in the nonconsolidated financial statesn and the related supplementary
schedules. The procedures selected depend on thiéorau judgment, including the
assessment of the risks of material misstatemettieohonconsolidated financial statements
and the related supplementary schedules, whetreettafraud or error. The purpose of an
audit of the nonconsolidated financial statemestsnot to express an opinion on the
effectiveness of the entity’s internal control, loutmaking these risk assessments the auditor
considers internal controls relevant to the ergitgireparation and fair presentation of the
nonconsolidated financial statements and the iklatgoplementary schedules in order to
design audit procedures that are appropriate incttimstances. An audit also includes
evaluating the appropriateness of accounting mdicused and the reasonableness of
accounting estimates made by management, as wellaisating the overall presentation of
the nonconsolidated financial statements and tlageick supplementary schedules. We believe
that the audit evidence we have obtained is sefiicand appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the nonconsolidated financial staeats and the related supplementary
schedules referred to above present fairly, inradterial respects, the financial position and
results of operations of the Company applicabl#néo81st fiscal year ended March 31, 2018
in conformity with accounting principles generadlgcepted in Japan.

Conflicts of Interest
We have no interest in the Company which shoulddiselosed in compliance with the

Certified Public Accountants Act.

[End]
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[Translation]
The Audit & Supervisory Board’s Audit Report
Audit Report

The Audit & Supervisory Board prepared this Audégrt upon deliberations based on the
Audit Report prepared by each Audit & SupervisorpaBl Member concerning the
performance of duties of the Directors of the Conypduring the 81st fiscal year from April
1, 2017 to March 31, 2018 and hereby reports &svisl

1. Auditing Method by Audit & Supervisory Board Méers and the Audit & Supervisory
Board and Details Thereof

(1) The Audit & Supervisory Board established anditpolicy, assignment of duties, etc. and

received reports from each Audit & Supervisory Bbllember on the implementation status

and results of audits and further received repoots the Directors, etc. and the Accounting

Auditors on the status of the execution of theitieki and when necessary, requested
explanations regarding such reports.

(2) In compliance with the Standards of Audit by du& Supervisory Board Members
established by the Audit & Supervisory Board anddoordance with the auditing policy and
the assigned duties, and by communicating with Biectors, the Audit Office, other
employees, etc., each Audit & Supervisory Board Menstrived to collect information and
arrange an environment for auditing and implemeatetiting using the following methods:

A. The Audit & Supervisory Board Members attendeel Board of Directors meetings and
other important meetings, received from the Diresst@employees, etc. reports on the
matters regarding the status of the performancthaf duties and, when necessary,
requested explanations regarding such reports, eats@ important authorized
documents and associated information and examireedusiness and financial position
of the Head Office and major offices. Furthermaas, for the subsidiaries of the
Company, the Audit & Supervisory Board Member hasnmunicated and shared
information with the directors and corporate audit@tc. of the subsidiaries and, when
necessary, received reports from the subsidiaggarding their businesses.

B. With respect to the content of the resolutiorthed Board of Directors concerning the
development of the structure prescribed in Artitl@0, Paragraphs 1 and 3 of the
Ordinance for Enforcement of the Companies Act seag/ to ensure the business
operation of the group, consisting of the Compamy iés subsidiaries, are appropriate,
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including the structure to ensure that the dutieshe Directors are executed in
compliance with laws, regulations and the Artiadddncorporation as described in the
business report, and the structure developed baseduch resolution (an internal
control system), the Audit & Supervisory Board Merd) in compliance with the
Standards of Audit relating to Internal Control t&yss established by the Board of
Directors, received periodic reports from the Dioes, employees, etc. on the
construction and operation status thereof and, wiesmessary, requested explanations
regarding such reports and expressed its opinions.

. The Audit & Supervisory Board Members monitoradd examined whether the
Accounting Auditors maintained their independencel aarried out audits in an
appropriate manner. The Audit & Supervisory Boddmbers received from the
Accounting Auditors reports on the performance tdirt duties and, when necessary,
requested explanations regarding those reportse Andit & Supervisory Board
Members also received notification from the AccaumtAuditors that the “Structure to
ensure that the duties of the independent aud@oes appropriately executed” (as
enumerated in each Item of Article 131 of the Conyp€alculation Regulations) is
being developed in accordance with the “StandacdsCuality Control of Audits”
(Business Accounting Council on October 28, 20@%), When necessary, the Audit
& Supervisory Board Members requested explanationsuch notification.

Based on the foregoing method, for this fiscal yds Audit & Supervisory Board Members

reviewed the Business Report and supplementarydstdse nonconsolidated financial

statements (the nonconsolidated balance sheet,onsolidated statement of income,

nonconsolidated statement of changes in equityrextds to the nonconsolidated financial
statements) and supplementary schedules theretawedsas the consolidated financial

statements (the consolidated balance sheet, cdatadi statement of income, consolidated
statement of changes in equity and notes to theotiolated financial statements).

2. Audit Results

(1) Audit Results on Business Report, etc.
A. In our opinion, the Business Report and the kmppntary schedules fairly represent

the Company’s condition in conformity with the appble laws and regulations of
Japan as well as the Articles of Incorporationhef Company.

B. With regard to the execution of duties by theebiors, we have found no evidence of

misconduct or material facts in violation of thephgable laws and regulations of Japan
or the Articles of Incorporation of the Companythe course of the execution of duties
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of the Directors.

C. In our opinion, the content of the resolutiorighee Board of Directors regarding the
internal control systems is appropriate.
We have not found anything to be pointed out onddscription regarding the internal
control systems set out in the Business Reportothe performance of duties of the
Directors.

(2) Results of Audit of Nonconsolidated Financigt®ments and Supplementary Schedules
thereto
In our opinion, the method and results of the aediployed and rendered by GYOSEI &
CO., the Accounting Auditors, are fair and reasdmab

(3) Results of Audit of Consolidated Financial 8maents
In our opinion, the method and results of the aediployed and rendered by GYOSEI &
CO., the Accounting Auditors, are fair and reasdmab

May 11, 2018
Kumagai Gumi Co., Ltd., Audit & Supervisory Board
Full-time Audit & Supervisory Board Member, Tsuka&ashikawa
Full-time Audit & Supervisory Board Member, JunjoKishi
Outside Audit & Supervisory Board Member, Takashkkni
Outside Audit & Supervisory Board Member, Masaakukawa

[End of Document]
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