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To the Board of Directors of DAIHO CORPORATION.:

We have audited the accompanying consolidated flnancial statements ofDAIHO CORPORATION.

(``the cOmpany'')and itS COnsolidtted subsidiaries(collect市 ely refered to as“ he Group'つ,whiCh
comprise the consolidated balance sheets as at March 31,2021 and 2020,the consolidated statements of

operations,comprehensive income,changes in net assets and cash aows forthe years then ended,and
notes,comprising a sunllnary of signiacant accounting poncies and Other explanatory information.

In our opinion,the accompanying consolidated inancial statements present attrly,in all material

respects,the consolidated anancial position ofthe Croup as at March 31,2021 and 2020,and its

consondated inancial perfollllance and its consondated cash■ ows forthe years then ended in

accordance with accounting principles generany accepted in Japan.

We conducted our audit in accordance with auditing standards generally accepted in Japan,Our

responsibilities under those standards are futther described in the Auditor's Responsibilities fbr the

Audit ofthe Consohdated Financial Statements section ofour report,We are independent ofthe Group
in accordance with the ethical requirements that are relevant to our audit ofthe consolidated inancial

statements in Japan,and we have ful■ 1led our other ethical responsibilities in accordanc,with these

requirements.We believe hat the audit evidence we have obtained is sufficient and appropriate to
provide a basis fbr our opinion.

Key ttldit matters are those matters that,in ollr professionaljudgment,were ofmost signincance in our

audit ofthe consondated inancial statements ofthe curent period.These matters were addressed in the

context of our audit ofthe consohdated financial statements as a whole,and in folHing our opinion

hereon,and we do not provide a separate opinion on these rnatters.

Opinion

Basis for Ol〕 inion

Key Audit Matters



How the Hnatter was addressed in our auditThe key audit matter

As described in Note2(20)″ Significant accounting

estimates〃 to he consolidated financial statements,

DAIHO CORPORATION(・ he COmpany〃 )
recognized sales of¥161,697■ linion (sl,460,545

housand),whiCh included he sales of¥150,572

million(31,360,057 housand)reCOgnized using he

percentage― of‐completion l■ ethod and an allowance for

losses on construction contracts recognized of¥290

million(S2,619血ousand).

The Company applies he percentage― of― completion

method to the construction proJectS fOr which the

reahzation ofthe completed portion is assured atthe

end ofthe curent ascal year,by applying the cost

propottion mehod to estirnate he progress ofsuch

construction proJects・ h applying he percentage‐ of‐

completion lnethod,it is necessary to reliably esti=nate

total construction revenue and costs,and the progress

toward completion ofconsttuction atthe end ofascal

year.

Furthermore,in order to prepare for losses on

consttuction contacts,he Company provides an

a■ owance for the losses on construction contracts,

which are expected to be incured in the next riscal

year and aner,when he estirnated construction costs

will cettainly exceed the ordered contract alnount and

such iosses can be reasonably estimtted.

The details ofconstruction contracts are highly unique,

as basic speciacations and work details are prepared

based on customers′ insttuctions.Therefore,it is

difficult to detettmine criteria that are uniaD■ ■ly

applicable tO au consttuction conttacts,when it comes

to estimating he total construction costs considered in

applying he perceHage― o二completion method and

recognizing an aliowance for losses on construction

contacts.Speciacally,estimating he total consttuction

costs involved a high degree ofuncertttnty as

described below,and managemen∵ s detenmination of

the fonowing aspects ofconsttuction had a signiacant

effect on the estilnated total construction costs at the

end ofthe iscal year:

。whether ali construction detttls requled to

completely ttlall a consttuction contract were

specifled,and the estinlated consttuction costs

that were detettmined necessaり Were included in

the estilnated total consttuction costs;and

The primav procedures、 ve perforned to assess

whetherthe Company's estimate oftotal constmction

costs in applying the percentage‐ of‐completion rnethod

and recognizing an a1lowance for losses on

construction contracts was reasonable included the

fon。、ving:

(1)Internal control testing

We tested the design and operating effectiveness of

cettain ofthe Company's internal controls relewant to

he process ofestimating total consttuction costs.In

his assessment,we focused our testing on the

following controls:

・ contols to prepare and approve a proiect budget

on which the estimate oftotal construction costs

was based,and

・ controls to timely and reasonably renect changes

in circunstances that occured during he process

ofconsttuction in the estilnate oftotal

construction costs.

(2)Assessment ofthe reasonableness ofthe
estimated total construction costs

In order to assess he reasonableness and accuracy of

he estimated total construction costs,we compared the

acmal cOnstruction costs at he end ofthe current iscal

year or the revised estilnated total construction costs

with he most recent estimate oftotal construction

costs,In addition,Based on the resutts ofthis

assessment and the contents ofthe investigation report

ofhe E灘 emal lnvestigation Comnaittee that the

Cpmpany received in March 2021,we inquired of

management and the personnel responsible for

construction work about he basis used Jbr preparing

the esti:nated total consttuction costs.In addition,we:

assessed whether the total construction costs

included were consttuction costs in line with the

construction detttls agreed upon witt customers,

as well as ensured they did not include any items

that were not agreed upon with customers,by

comparing constmction contracts and statements

ofconstruction items with respective construction

costs included in the estilnated total consttuction

costs;

compared the estimated construction costs lbr

each construction inclllded in he estimated total

IRcasonablclless oFthc Collll)any・ s estilnRate()Ftotal constl・ LICtiOn costs in applyh18 the percentagc― of―

C01¬Rptctioll lllCt1lod and rccognizil18 an aHo、 va1lcc焦ぅ1・ losses oln co1lsti・しIcti01l contlactsI



。whether a change made to a consttuction contract

based on agreement newly reached between

concemed patties during the process of

construction,changes in work due to changes in

construction conditions that occurred subsequent

to the sttt ofconsttuction9 and incidents that did

not exist、 vhen the most recent estimate ofthe

total construction costs was revised were timely

and reasonably renected in he estimated total

construction costs.

We,therefore,detenmined that our assessment ofthe

reasonableness ofthe Company's estimate oftotal

construction costs in applying the percentage‐ of‐

compledon method and recognizing an ano、 vance for

losses on consttuction conttacts was ofhe most

significant in our audit ofthe consondated inancial

statements for he cure五 五scal year,and accordingly,

a key audit rnatter.

construction costs wih external service providers'

written estimates on which he estimated

construction costs were based,or the details ofhe

intema‖y prepared documents supponing those

costs;

assessed wheher the estirnated total construction

costs were timely and reasonably revised by

comparing the actual construction costs at the end

ofhe curent fisc』 year win the estimated total

construction costsi and

・with respect to the construction contracts whose

value was signiacant,inspected construction

timelines and assessed whether he estimated total

constructねn costs were revised by renecting

changes in work due to changes in consttuction

conditions occured arter the launch of

construction.

We obseⅣed certain ofthe consttuction sites that、 vere

signittcant in value,and understood the details of

consttuctions and the status ofthe items included in the

estimated total construction costs.



Responsibilitics of卜 lanatteinent a1ld Cori,orate Altditors an(lthc Boardく )f Corporate Auditors

f()r the(「 onso:idated Financial Statements

Management is responsible for the preparation and fair presentation ofthe consondated financial

statements in accordance with accounting principles generally accepted in Japan,and for such intemal

control as lnanagement dete.1lines is necessary to enable the preparation of consolidated inancial

statements that are free from material misstatement,whether due to fraud or eror.

In preparing the consolidated flnancial statements,Inanagement is responsible for assessing the Group's

ability to continue as a going concern,disclosing,as applicable,matters related to going concem in

accordance with accounting principles generally accepted in」apan and using the going concern basis of

accounting unless rnanagement either intends to liquidate the《 3roup or to cease operations,or has no

realistic alternative but to do so.

Corporate auditors and the board of corporate auditors are responsible for overseeing the directors'

perfollllance oftheir duties with regard to the design,iコnplementation and maintenance ofthe(3roup's

anancial reporting process.

Our ottectiVes are to obtain reasonable assurance about whetherhe consolidated inancial statements

as a whole are ttee from matettal misstatement,whether due to fraud or eror,and to issue an auditor's

repott that includes our opinion.Reasonable assllrance is a high level of assurance,butis not a

guarantee that an audh conducted in accordance with auditing standards generany accepted in Japan

will always detect a material misstatement when it exists,Misstatements can arise f■ om fraud or e∬ or

and are considered material it indiViduany or in the aggregate,they could reasonably be expected to
inauence the econo■五c decisions of users taken on the basis ofthese consolidated inancial statements,

As pan ofOur audit in accordance with auditing standards generally accepted in」 apan,we exercise

professionaljudgment and maintain professional skepticism throughout he audit.We also:

・ Identi,and assess he risks ofmaterial misstttement ofthe consolidated inancial statements,
whether due to fraud or eror,design and perfollll audit procedures responsive to those risks,and

obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.The risk

ofnot detecting a matettal misstatement resulting from fraud is higher than for one resulting from

eror,as fraud lnay involve conusion,IOrgery,intentional o■ lissions,Inisrepresentations,or the

ovettride of intemal control.

・   Obtain an understanding ofinternal con,ol relevant to the audit in order to design audit procedures

hat are approp五ate in he circurnstances,while he obieCtiVe ofthe auditis not to express an

opinion on the effectiveness ofthe Group's intemal con仕 ol.

・   Evaluate the appropriateness of accounting policies used and the reasonableness ofaccounting

estimates and related disclosures made by management.

・   Conclude on the appropriateness ofrnanagement's use ofthe 80ing concera basis ofaccounting

and based on the audit evidence obtained,、 vhether a material uncertainty exists related to events or

conditions that may cast signiacallt doubt on he Group's ability to continue as a going concern.If

we conclude ttat a material uncert菰 nty exists,we are required to draw attention in our auditor's

repOn tO tte related disclosures in the consondated inancial statements or,ifsuch disclosures are

inadequate,to modi,our Opinion,Our conclusions are based on the ttldit evidence obtained up to

the date of our auditor's repo五.However,future events or conditions lnay cause the Group to

cease to continue as a going concem.

All(litor's Rcsponsibilities for the Audit ofthe Consolidated Financial Statements



・   Evaluate whether the presentation and disclosures in the consolidated inancial statements are in

accordance with accounting standards generany accepted in Japan,the overan presentation,

structure and content ofthe consohdated inancial statements,including the disclosures,and

wheher the consolidated financial statements represent the underlying lransactions and events in a

manner that achieves fair presentation.

・
巖報難帥螂 :撒:撒棚 棚酬鞠 説
solely responsible for our audit opinion.

We communicate with corporate auditors and the board ofcorporate auditors regarding,among other

脇 縄報沼精監紆脇塩li錦寧絲灘
江acant側血inttngtt hdudtt any dg前 icant
ag ollr audit.

連 鱒 ぎ 静 鴫 韓 縦 轄 織 範輔 熊 報 鏃 聴 鞘 辮 榊 撒 re

apphcable,related safeguards.

From the lnatters coHl14uniCated with corporate auditors and the board of corporate auditors,we

detellェ ェine those llnaiers that were ofrnost signiicance in the audit ofthe consondated inancial

認稿除〔鞣鑑駕;肌ユ:!品絋鍋縄累鰹七駅酷と胤省紹管紺ζ珊:樹
騒銘瞑そぼ洗熙菟曽隅 堺ヱ賦黙守艦 :4:器謎臨羅出と電認ユ糀酬亀
interest beneits of such communication.

The U.S,dollar amounts in the accompanying consolidated inancial statements wih respectto he year

ended March 31,2021 are presented solely for convenienceo Our audit also included the translation of

音:酬鮒総 Y亀肥器 蹴汗靴温器鞘
面°L Such trand茄 on htt been made on他函s
iements.

Con、イenience Transiation

interest rcqllircd to be clisck)sed by the Certirlcd Public Accountants Act ofJapan

We do not have any interestin the Croup which is required to be disclosed plirsuant to the provisions of

the Certined Public Accountants Act ofJapan.



HiЮolwame

DeSigntted Engagement PaHner

CeЁtted Pubhc Accouhant

Jttchi Tanaka

Designated Engagement Pttner

Cettifled Public Accountant

KPMG AZSA LLC

TokyO Omoe,Japan

September 27,2021

Notes to the Reader oflndeDendent Auditor's Report:

This is a copy ofthe lndependent Auditor's Repoh and the orittnal cOpies are kept sOparately by ttO

Compatt and KPMC AZSA LLCt




































































