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1. Consolidated Financial Results for the Fiscal Year Ended March 2006 (April 1, 2005 - March 31, 2006)
(1) Consolidated Results of Operations (All amounts are rounded down to the nearest million yen)

Revenues Operating income Ordinary income
Millions of Yen % Millions of Yen % Millions of Yen %
March 2006 18,563 485 1,320 77.2 1,017 70.1
March 2005 12,498 46.8 745 56.7 597 53.8
Net income Net income_ per | Net inco_me per Retur_n on | Ratio of ordinary _ Ratio of ordinary
share (basic) | share (diluted) equity  |income to totd assets [income to revenues
Millions of Yen % Yen Yen % % %
March 2006 (632 - | (22,358.86) - (22.7) 6.1 5.5
March 2005 391 91.2 28,350.39 - 22.2 5.4 4.8

Notes: 1. Investment profit/loss under equity method:
Mar. ’06: 5 million yen, Mar. *05: 5 million yen
2. Average number of outstanding shares during the period (consolidated):
Mar. *06: 28,270 shares, Mar. ’05: 13,801 shares
3. Changes of accounting principles: None
4. Percentage in revenues, operating income, ordinary income, and net income represent the year-on-year percentage change.

(2) Consolidated Financia Position (All amounts are rounded down to the nearest million yen)
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Total assets Shareholders’ equity | Shareholders’ equity ratio Shareggrldg; eeqw ty
Millions of Yen Millions of Yen % Yen
March 2006 21,203 3,459 16.3 92,947.54
March 2005 12,277 2,114 17.2 153,813.39

Note: Number of outstanding shares at the end of the period (consolidated):

Mar. ’06: 37,219 shares,

(3) Consolidated Cash Flow Position

Mar. ’05: 13,747 shares

(All amounts are rounded down to the nearest million yen)

CF from operating CF from investing CF from financing Cash and cash equivalents at
activities activities activities end of period
Millions of Yen Millions of Yen Millions of Yen Millions of Yen
March 2006 (9,016) (168) 9,204 2,335
March 2005 433 (250) 1,021 2,315

(4) Scope of Consolidation and Application of Equity Method
Consolidated subsidiaries: 3
Affiliated company subject to equity method: 1

(5) Changesin Scope of Consolidation and Application of Equity Method
Companies subject to equity method (new): -

Consolidated (new): -

(excluded): -

Non-consolidated subsidiaries subject to equity method: -

(excluded): -

2. Forecast Business Performance for the Fiscal Year Ending March 2007 (April 1, 2006 - March 31, 2007)

Revenues Ordinary income Net income
Millions of Yen Millions of Yen Millions of Yen
Interim 8,100 115 100
Full year 21,500 1,100 690

Reference: Estimated net income per share (full year): 18,538.92 yen

* The estimated values above have been prepared based on information available as of the announcement date of the summary. Actual
results of operations may differ from the estimated values depending on various factors.



1. Corporate Group

The Shinoken Co., Ltd. group consists of our company, three consolidated subsidiaries, and one equity-method affiliate.
The main line of businessisasset utilization and consulting for rental apartment building management.

Bel ow we discuss the major lines of business of the corporate group, and business relations with consolidated subsidiaries.

The business divisions described below are the same as those used in ‘Operating segment information’ in the Segment
Information’ section of attachments.

Rental apartment building sales business

Our company prepares a business plan for rental apartment building management using quality land information obtained
through in-house research, and sdlls both land and rental apartment buildings to individual investors. Our company sells
directly and through sales agencies, and is expanding supplies and coverage areas.

Nissho Harmony Co., Ltd. handles the planning, sales, and management of one-room rental apartments for private use in
the Tokyo metropolitan area.

Real estaterental management business

Our company provides overall support to customers for rental apartment building management, including occupant
advertising, rent collection, housing maintenance, and so on.

Finance business

SHC Co., Ltd. isresponsible for financing a portion of the purchase funds for customers who have decided to purchase
properties.

Shinohara Corporation Ltd. changed its nameto SHC Co., Ltd. effective August 4, 2005.

Other businesses

SK Energy Co., Ltd. is responsible for supplying LPG to occupants of rental apartment buildings that our company
manages. Also, we manage a convenience store ‘Family Mart Shinohara Hisayama Shop’ through a franchise contract with
Family Mart Co., Ltd.; manages Japanese style pubs (izakaya) ‘Kitamae aburi Takadaya Hakata Nakasu Shop’ and
‘Kitamae soba Takadaya Fukuoka Tenjin Shop’ through franchise contracts with TASCOSY STEM Co., Ltd. Our company
also operates non-life insurance agencies for The Tokio Marine and Fire Insurance Co., Ltd. and The Asahi Fire & Marine
Insurance Co., Ltd.



Business flow chart isasfollows:
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*1. Consolidated subsidiaries

*2. Shinohara Corporation Ltd. changed itsname to SHC Co., Ltd. effective August 4, 2005.




2. Management Policies

(1) Basic Management Policy

Our company has been involved since incorporation in the asset utilization and consulting business mainly in the Fukuoka,
Tokyo, Nagoya, and Sapporo metropolitan areas. As an asset expanson specialist, our company's business philosophy is
‘The success of customersis everything!’

We aim to eiminate the stereotype that rental apartment building management is an asset utilization tool for landowners
only, and promote a business model by which even ordinary individual investors that do not own land can safely participate
in the management of low-rise rental apartment buildings. We devote ourselves to supplying quality high-rise rental
apartment buildings with a comfortable living environment, and will continuously work to strengthen our organizational
structure and devel op products to ensure we remain an equitable and enduring publicly-listed company that contributes to
community development.

(2) Basic Policy of Profit Distribution
We aim to continuously improve shareholder value induding through profit distribution.

For this purpose, we have established an effective business organization for the aggressive promotion of operations, and
have established a stable and continuous profit structure that is not easily impacted by changes in the economic
environment. Our top priorities arereturning profits to sharehol ders and maintaining stable operations.

(3) Policy of Lowering the Minimum Investment Unit

We recognize that lowering is an effective means for enhancing stock liquidity as it puts the stock within reach of more
investors which helps to reinvigorate the sock market. We will cautiously examine lowering the minimum investment unit
taking into consideration business results, market conditions, and cost-effectiveness.

(4) Target Performance Indicators

The group positions ‘Return on equity’ (ROE) as an important performance indicator. We aim to strengthen the corporate
foundation to maintain ROE above 20% in dl business circumstances.

(5) Mid- to Long-Term Business Strategy

Rental apartment building sales and rental real estate management form the foundation of our group’s profit structure. In
rental apartment building sales business, we will continue to prioritize sales in the Fukuoka metropolitan area, but will also
begin to focus on other branch offices. We differentiate ourselves from major competitors through a marketing strategy
that encourages a direct approach to ordinary individua investors who do not own land.

In rental real estate management business, newly-built rental apartment buildings account for the majority of properties
managed at present. However, as the number of older rental apartment buildings (ten years and over) increases, we will
propose renovation plans to owners to improve the attractiveness of their rental apartment buildings in order to maintain
high occupancy rates.



(6) Challenges to be Addressed by our company

The business environment for our group deteriorated significantly after the earthquake-resistance data fabrication scandal
came to light. However, thanks to the overwhelming support and cooperation of financial ingitutions and affiliates, we
have bought back problem properties and have begun to raze those that cannot be repaired and strengthen those that are
repairable. In this way, we have made good progress in dealing with this temporary setback, and thank al involved for
their support.

We plan to make good on what we have learned from thisincident to ensure it never happens again, and management will
work together with employees to implement the following countermeasures.

(Implementation of preventative measures, and measures to improve the construction process)

Structural calculations will be carried out by a professional third-party ingtitution selected or approved by our company,
and a second professional third-party institution will then re-examine the gructural calculations. We believe this
double-check system for all properties will help prevent areoccurrence of the data fabrication incident.

(Measures to win back trust)

We will redouble our efforts to ensure thorough quality contral, aftercare, and customer satisfaction, in order to build safe
and secure houses for users, and to establish a system whereby owners fed secure outsourcing asset management to our
company.

We humbly ask shareholders for their continued support and guidance going forward.

(7) Maintenance and Management of Internal Administrative Control

We omit this section as it overlaps with the corporate governance report "Basic policy and arrangement of the internal
compliance system" that we plan to disclose in May 2006.

(8) Basic Palicy of Related Party Transactions (parent company, etc.)
Not applicable as our company has no parent company.



3. Results of Operations and Financial Position

(1) Results of Operations

While concerns existed that high raw materials prices, rising long-term interest rates, and tax hikes might cause the
economy to fall back into recession, private capital investment and personal consumption continued to rise on improving
corporate earnings, and the Japanese economy remained on a recovery path in the current fiscal year under review, and
even broadened to sectors where the recovery had been delayed.

In the real estate industry, housing construction and rental housing construction starts increased year-on-year in Fiscal
2005. Land prices, which affect thereal estate market, appear to finally have begun bottoming after many years of declines,
and the number of areasin central Tokyo with rising land prices broadened thanksto aggressive real estate investment.

Under these circumstances, we strengthened collaboration among group companies, promoted information sharing, and
worked to expand sales and improve service quality in the Fukuoka, Tokyo, Nagoya, and Sapporo metropolitan areas.

Consolidated group results for the fiscal year ended March 31, 2006 were as follows: consolidated revenues 18,563 million
yen (up 48.5% from a year earlier); and consolidated ordinary income 1,017 million yen (up 70.1%). However, we booked
anet loss of 632 million yen (compared with a 391 million yen gain in the same period of the previous fiscal year) dueto
an extraordinary losses of 2,290 million yen related to the earthquake-resi stance data fal sification scandal.

The outline of results by business segment is as follows:

a) Rental apartment building sales business

In the low-rise rentd apartment building sales business, our company conducted an aggressive promotion campaign using
the catchphrase‘““‘anyone can manage an apartment building—even with few funds and no land!” and focusing on plots of
land that are conveniently located and reasonably priced. We concluded a business alliance with the Tokyo Star Bank to
introduce non-recourse loans which limit a borrower’s liability, in August 2004, for prospective individual apartment
building owners. The prospective customer base has been broadened as recognition of these loans has become more
widespread among apartment purchasing applicants.

In the high-rise rental apartment building business, we opened promation channels to investment funds. Meanwhile we
succeeded in receiving more orders than before by securing good land plots for development mainly in the Tokyo,
Fukuoka, and Nagoya metropalitan aress.

Revenues in the rental apartment building sales business totaled 16,251 million yen (up 54.8%), and operating income
1,206 million yen (up 90.5%).

b) Rental real estate management business

In therental red estate management business, new properties for management have steadily grown reflecting good sal es of
rental apartment buildings. The number of family units for management totaled 7,502 at the end of the current fiscal year.
SG&A expenses increased due to increased staff assigned to apartment occupant services, such as video-on-demand
(VOD) which wejointly released with Usen Corporation in August 2005.

Revenues in therenta real estate management business totaled 1,484 million yen (up 19.4%), and operating income 373
million yen (up 1.2%).

¢) Finance business

In the financing business, the balance of operating loans totaled 1,689 million yen at the end of the current fiscal year
owing to an increase in the number of new rental apartment building sales customers. Revenues in the finance business
totaled 116 million yen (up 58.4%), and operating income 46 million yen (up 162.0%).

Shinohara Corporation Ltd. changed its nameto SHC Co., Ltd. effective August 4, 2005.



d) Other businesses

The number of family units to which LPG was supplied and sold by SK Energy Co., Ltd. totaled 4,069 (up 28.4%) at the
end of the current fiscal year.

We planned and carried out promotional activities, and were thorough in managing costs, at the two franchise Japanese style
pubs (izakaya) and one convenience store that we operate.

Revenues in other businesses totaled 711 million yen (up 4.5%), and operating income 96 million yen (up 56.2%).

(2) Financial Position

Cash and cash equivaents (hereinafter ‘net cash’) on a consolidated basis for the current fiscal year ended March 31, 2006
totaled 2,335 million yen, an increase of 19 million yen from ayear earlier.

The status of cash flows by activity were as follows:
(Operating activities)

Net cash used in operating activities was 9,016 million yen (up 9,450 million yen from a year earlier). Cash flow increased
due to a 2,290 million yen in reserves for losses reated to the earthquake-resistance data falsification scandal; cash flow
decreased due to a 933 million yen in net loss before income taxes, a 7,525 million yen increase in inventories and a 1,876
million yen in outlays related to the earthquake-resi stance data fal sification scandal.

(Investing activities)

Net cash used in investing activities was 168 million yen (down 82 million yen). Mainstay items included 1,400 million
yen in outlays for the acquistion of tangible assets including properties that were built based on fabricated
earthquake-resistance data, 987 million yen in income from the sale of land of properties that were built based on
fabricated earthquake-resistance data, and 280 million yen in income from the cancellation of time deposit.

(Financing activities)

Net cash provided by financing activities was 9,204 million yen (up 8,183 million yen). Cash flow increased dueto a 6,618
million yen net increase in short- and long-term borrowings, and 964 million yen in proceeds from a corporate bond issue
and 1,988 million yen in proceeds from issuance of bonds with stock acquisition rights; cash flow decreased from the
payment of 223 million yen in interest on borrowings.

(3) Outlook for the Fiscal Year ending March 31, 2007

The outlook for the fiscal year is strong. Backorders for rental apartment building sales as of March 31, 2006 totaled 5,680
million yen for low-rise apartment buildings, 8,764 million yen for high-rise apartment buildings, and 597 million yen for
one-room rental apartments. Backordersincreased 2,306 million yen in total from ayear earlier. Under these circumstances,
our forecast for the new fiscal year ending March 31, 2007 is as follows. consolidated revenues of 21,500 million yen;
consolidated ordinary income of 1,100 million yen, and consolidated net income of 690 million yen.



(4) Business Risks
1. Business activities

(1) Rental apartment building sales business
1) Rental apartment building sales

Rental apartment building management embodies a variety of investment risks: therisk that rental income will decline due
to arise in vacancy rates or a decline in going rent rates, and the risk that rising interest rates will increase the debt
repayment burden. There is the possibility that the balance of income of customers who engage in rental apartment
building management will deteriorate because occupancy rates and rent rates often decline as a building ages.

Our company aims to minimize these risks by providing start-to-finish services, including land selection, project and funds
planning, building design and construction, after-sales building management, occupant advertising, and maintenance. We
believe these efforts will help sustain high occupancy rates. Our company offers multi-faceted support to ensure stable and
long-term renta apartment building business by our customers. Not one of our customers has ever gone bankrupt from
rental apartment building management.

However, it isimpossible to completely eliminate all the risks associated with rental apartment building management. The
following factors could negatively impact the rental apartment building management of our customers. a decline in
occupancy rates or significant declines in going rent rates, a change in the stance of banks and financial institutions
towards apartment building loans; and a sharp risein interest rates. Because our group isintimately involved in customers’
rental apartment building management, these factors would also likely exert anegative impact on our business results.

2) One-room rental apartment building sales

Our company sells one-room rental apartment buildings to apartment sales companies, including our consolidated
subsidiary Nissho Harmony Co., Ltd., which plans, sells, and leases (including sub-leasing) one-room apartments for
investment primarily in central Tokyo.

We research the marketing strength and other factors of apartment sales companies before doing business with them; and
we procure land only after we have judged there are no problems.

However, the period from when we procure land to when we sell the apartment building to the apartment sales company
presents inventory risk for our company. If the apartment sales company goes bankrupt before we are able to sdl the
apartment building to it, we would have to sdll the apartment building either directly to end-customers, or to another
apartment sales company. In this case, we might not be able to sl the building at the original price we intended. Thereis
also the risk that we would not be able to recover receivables if the apartment sales company fails to sell the property they
purchased from usto end-customers.

Thereisaso therisk of sales concentrating on particular apartment sales companies.

We intend to increase unit sales going forward taking into consideration business size and market environment. A special
purpose company (SPC), whally owned by a limited-liability intermediate corporation whose stock we completely own,
developed a building composed of over 200 one-room rental apartments in Nishi Gotanda (Shinagawa Ward). The SPC
used non-recourse loans to borrow funds from financial ingitutionsfor this project.

We believe the SPC will develop other one-room rental apartment buildings going forward. We are examining a scheme to
separate our company from the financial risk associated with this project, but this may not be possible for various reasons.

Nissho Harmony Co., Ltd., which sells one-room rental apartmentsto individuals, is vulnerable to various risks, induding
the economic cycle, interest rate trends, sales price trends, and changes to housing and other tax systems. It also faces
inventory risk if it failsto sell apartmentsin line with initia plans.



(2) Finance business

SHC Co., Ltd. (former Shinohara Corporation Ltd.), a group consolidated subsidiary, provides back-up loansto individuas
that purchase rental apartment buildings from our company.

Back-up loans cover any gap between the rental apartment building purchase price, and the total funds a customer has
through loans from banks and other financia ingitutions and persona money. A careful screening is carried out before a
back-up loan is granted, and attention is paid to risk management as well. Our group provides back-up loans and sdls
rental apartment buildings to customers only after judging a property will provide sufficient investment returns, and the
customer will be able to handle the loan burden based on higher annual income and other factors. In genera, the
purchased property is put up as collateral for the back-up loan.

We believe the number of customers using back-up loans will rise as we increase rental apartment building sales going
forward, and we cannot guarantee that there will be no payment delays or that irrecoverable loans will not emerge. Our
group will continue to strengthen our screening procedures and administration structure to minimize back-up loan risk.

SHC Co., Ltd. does not just provide back-up loans. The subsidiary has in the past, upon customer request, lent the
difference between the price of a renta apartment building, and a customer’s own funds, to customers who have purchased
our rental apartment buildings. The subsidiary currently does not provide loans other than back-up loans, and this is its
policy going forward.

The subsidiary is gradually working, with customer approval, to refinance these loans through general financia ingtitutions.
The same risk management used in providing back-up loans was used in providing these loans, but failure to refinance
means a continued risk of payment delays and irrecoverable loans.

(3) Reliance on the rental apartment building business

Our group relies heavily on the renta apartment building sales business, where we build and sdll rental apartment
buildings to ordinary individuals (salaried private and public sector workers, self-employed, etc.) that do not necessarily
own land where a rental apartment building could be built; and on the rental rea estate management business, where we
provide start-to-finish support of our customer’s rental apartment buildings, including after-sales management, occupant
advertising, and maintenance.

(4) Guarantee system against building foundation accidents

We provide a guarantee againg building foundation accidents (we issue a guarantee certificate) for general individuals that
purchase our rental apartment buildings. Our guarantee against building foundation accidents means that we provide repair
funds to return the building to its origina state were the building to require repairs from damage due to a faulty initial
foundation survey or faulty foundation improvement work, or from defects in the building that are later discovered. The
guarantee period is for ten years, and the maximum guarantee is 30 million yen for one accident or for damage over the
length of the guarantee period. Regarding guarantee payments, we have concluded a ten-year Products Liability Insurance
Special Contract with Asahi Fire & Marine Insurance Co., Ltd. The insurance company will compensate us based on the
above insurance contract in the event we are forced to compensate customers under our guarantee system against building
foundation accidents for damage that occurred through unequal settling and where the following surveys or construction
were carried out:

Building owners could make a claim againg our company regarding building defects or administration problems
concerning the rental apartment buildings that we sdll, build, and administer, and concerning trouble that may arise with
occupants. Additionally, we may be sued for these reasons, and building owners may seek damages. Our group’s business
results could be impacted depending on the outcome of these lawsuits and claims.

1) Foundation surveys by a foundation survey company we designated.

2) Foundation reinforcement/improvement work based on a foundation survey report by a foundation survey company we
designated.



(5) Guarantee system against delayed rent payment

We have concluded a rental apartment management outsourcing contract with most individuals that have purchased our
rental apartment buildings. Under this contract, we gather rent payments from tenants and transfer them to the building
owner after deducting building management fees. We have in place a guarantee system against delayed rent payments by
which we transfer rent payments to the building owner even if tenant rent payments are delayed (the guarantee system
covers arrears up to six months, we do not cover arrears beyond this period). There is the possibility we will seearisein
delayed rent payments as the number of properties we administer increases. The failure to quickly and efficiently recover
delayed rent could impact our group’s business results.

(6) Our group’s sales coverage

Our group’s main sales area is the Fukuoka metropolitan area, and the concentration of management resources in this area
has enabled us to achieve efficient business operations. However, there is a limit to the extent we can expand business in
the Fukuoka metropolitan area over the long term in light of the limited absolute number of potential customers there. We
have therefore begun efforts to expand sales coverage by opening branch offices in Tokyo and Nagoya. We plan to expand
sales coverage by gradually expanding operations to include all of Japan’s core cities. We opened a branch office in
Sapporo in January 2005. However, failure to expand sales coverage to produce results in line with initial plans could
impact our group’ business results.

2. First-half and second-half results volatility

Our group books rental apartment building sales, our mainstay business sales, when buildings are handed over to
customers; as a result, the concentration of building transfers in a particular period can create large differences between
first-half and second-half results.

Customers who purchase rental apartment buildings from our group normally request that the building be transferred in
February-March, because this is the season when new tenant contracts tend to peak. We also prefer to transfer rental
apartment buildings to customers in this season because of the reduced risk of vacancies for newly constructed buildings.
As aresult, our group’s sales tend to concentrate in the second half of the fiscal year. However, because SG&A expenses
tend to be evenly spread throughout the first and second haf, ordinary income tends to be low and sometimes negative in
the firgt-half.

3. Cash flow trends and financial condition
(1) Cash flow trends

Our group’s operating cash flow was minus 830 million yen in FY 2003, minus 2,380 million yen in FY 2004, and positive
433 million yen in FY 2005, as receivables, which arise upon the transfer of properties to customers near the end of the
fiscal year, declined year-on-year, and net income increased.

Operating cash flow in the interim period ended September 2005 decreased 5,348 million yen because of increasing
inventories of real estate for sale, real estate operational outlays, and an increase in accounts receivable on rising sales.

(2) Debt reliance

It often takes several months between when we sell rental apartment building land to customers and receive money from
the sale. We primarily use short-term bank loans to purchase land to build rental apartment buildings. We use long-term
bank loansto purchase land to build one-room rental apartments.

Our need for funds to purchase land to build rental apartment buildings and one-room renta apartments has increased as
we have expanded our business in recent years. As a result, the ratio of our group’s debt to total assets is comparatively
high.

Interest rate changes, or a change in the lending stance of banks and financia ingtitutions, could impact our group’s
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financial conditions and business results.
(3) Valuations of company-owned rea estate

Our company owns a headquarters building, warehouses and parking lots (six locations), two tenant buildings, three rental
apartment buildings, two rental shops, and other property. As a general rule, we plan to continue owning these properties
and use them for our business. Also, of these business assets, it is our understanding that the parking lots, tenant buildings,
rental apartment buildings, and rental shops are sufficiently profitable.

Our group applied impairment accounting for fixed assets ahead of schedule starting fiscal year ended March 2005. We
have not booked any losses from the application of this accounting standard in the fiscal year ended March 2005, but
changing conditions could impact our group’s business resullts.

4. Procuring land for sale

Because most customers interested in owning a rental apartment building must first purchase land for the rental apartment
building, our group must selectively purchase quality land in prime locations where we believe a high-occupancy rate can
be achieved, to offer for sale to customers. We believe we have been able to swiftly procure quality land in prime locations
because of our group’s strong capacity to gather information on land, procure funds, make quick decisions regarding
purchases, and steadily expanding earnings. However, there is no guarantee that we will be able to continue the rapid
procurement of primeland as our group’s business expands, and this could impact our business results.

5. Competition

In our group’s mainstay business of rental apartment building sales, the mainstream business style of leading companiesin
the market is to offer property development proposals to landowners interested in effectively utilizing their land or
reducing fixed assets or inheritance taxes. In contrast, our group’s business style is to propose rental apartment building
management for asset devel opment purposes to salaried private and public sector workers, the self-employed, and other
ordinary individuals that do not own land suitable for rental apartment building development. Currently, thereisrelatively
less competition in this market than in the market of selling rental apartment buildings to landowners.

There is the possibility that leading companies in the rental apartment sales market will strengthen their research and
marketing of selling rental apartment buildings to non-landowners, and eventually enter this niche market. This could
impact our group’s business resullts.

Also, a company set up by a former employee of our group currently competes with us. There is the possibility that
officers and employees of our group may eventually set up their own companies to compete with us after they have
acquired sufficient know-how. This could impact our group’s business results.

6. Possibility of lawsuits

Building owners could make a claim againg our company regarding building defects or administration problems
concerning the rental apartment buildings that we sdll, build, and administer, and trouble may arise with occupants.
Additionally, we may be sued for these reasons and building owners may seek damages. Our group’s business results could
be impacted depending on the outcome of these lawsuits and claims.

7. Legal restrictions
(1) Legal restrictions

The red estate industry in which we operate is subject to a variety of laws including the Building Lots and Buildings
Transaction Business Law, the Construction Industry Law, the Building Standards Law, the Act for Planning the Utilization
of National Land, the City Planning Law, and others. Because we sell, build, and broker rental apartment buildings, we are
subject to these laws. We have acquired licenses in line with the Building Lots and Buildings Transaction Business Law,
and the Congruction Industry Law, which enable us to sell red estate, construct buildings, and broker rental apartment
buildings.
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Our consolidated subsidiary SHC Co., Ltd., engaged in financing, is subject to the Money Lending Business Law, and has
acquired a financing licensein linewith thislaw.

Because SHC Co., Ltd. outsources some of its financing business to our company, it has registered us as a sales agency
under the Money Lending Business Law.

Our company is also involved in the convenience store business and restaurant business (izakaya, Japanese style pubs), and
is therefore subject to the Food Sanitation Law. SK Energy Co., Ltd., a consolidated subsidiary, is engaged in LPG supply
and sales to occupants of rental apartment buildings we manage, and is therefore subject to the High Pressure Gas Safety
Law.

(2) Consumer Contracts Law

Our mainstay businesses of renta apartment building saes (land purchase contracts for rental apartment buildings,
building construction contracts, etc.), renta red estate management (rental management outsourcing contracts, occupant
advertising, billing for apartment cleanup after occupant exit, etc.), and financing (monetary consumer lending contracts,
etc.) primarily involve contracts and transactions with individual consumers. We do our best to make sure that customers
understand the content of our proposals and contracts when they contract or engage in a transaction with us. Our
employees know through internal company training that it is forbidden to misrepresent facts to customers signing contracts
with us, and we work hard to make sure our employees observe applicable laws. However, our group would incur legal
sanction were an employee to violate applicable laws, and this could impact our business results and/or damage public
trust.

(3) Sail Pollution Countermeasures Law

We believe the risk of soil contamination from industria waste is low because the properties we sell are primarily located
in residential areas not situated on former factory grounds. However, there is the possibility that, as we expand our
business, we may build a rental apartment building on former factory grounds, and the soil there may be found to be
contaminated with harmful materials. Also, we cannot guarantee at this point that soil contamination problems will not
arise at rental apartment buildings we have aready sold. The emergence of such problems could impact our group’s
businessresults.

8. Our company’s operating structure
(1) Reliance on the current Representative, President, and Director Hideaki Shinohara

Hideaki Shinohara, the current Representative, President, and Director, plays a very important role at our company: heis
involved in making decisions concerning management palicies, management strategies, and business strategies, and is
central to the commerciaization of products and in moving business proposals forward. Our company is working to revise
the current management structure to reduce management risk from overdependence on Mr. Shinohara. We are also
strengthening human resources development in each business field. However, our company is still heavily dependent on
Mr. Shinohara, and our business results and future expansion could be impaired were he not able to carry out his duties as
amanager at our company for some reason, or were to retire for some reason.

(2) Organizational structure

Our company had four directors, three auditors, and 73 employees at the end of March 31, 2006. We have strengthened our
workforce as we have expanded our business, and have strengthened our internal administrative structure as the size of our
organization has expanded.

We intend to continue strengthening our workforce as we expand our business going forward, and will enhance and
strengthen our internal administrative structure as well. However, it is unclear whether, as we expand our business and
workforce, our organizationa structure will be able to appropriately and adequately cope with expansion. Failure to cope
would reduce organizational efficiency, render internal administration inadequate, and could impact our ability to carry out
business and further expand.
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(3) Securing and devel oping human resources

Our group provides start-to-finish rental apartment management services, and offers multi-faceted support to ensure stable
and long-term renta apartment building operations by our customers. We believe securing and developing human
resources is the most important challenge in moving forward with our business. However, a comparatively large number of
employees have retired over the past several years as they have not been able to cope with our rapid business expansion
and speedy management. We plan to work to improve the retention rate of employees, and secure and train talented
workers going forward. However, failure to adequately secure and train the kinds of human resources we require, and
failure to prevent deterioration in the employee retention rate, could impact our business results.

9. Persona information management

To prevent the outflow of personal information we have obtained from customers, our group sets limits on who can view
persona data; registers IDs; carries out interna inspections of e-mail inbox/outbox trays;, and establishes a system to
prevent external hacking. Going forward, we intend to ensure compliance with the Personal Information Protection Law
(Law No.57, 2003) which went into effect starting April 2005.

So far, customer information has never leaked outside our group as far as we know. However, despite measures we have
taken to the contrary, personal information may leak or be used inappropriately in the future. The resulting deterioration of
public trust, and possible damage claims, could impact our group’s operations and business resullts.

* This financial report is solely a trandation of “Kessan Tanshin” (in Japanese, including attachments), which has been prepared in
accordance with accounting principles and practices generally accepted in Japan, for the convenience of readers who prefer an
English trandation.
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4, Consolidated Financial Statements

Consolidated Financial Statements

1) Consolidated Balance Sheets

(Thousands of Yen)

As of March 31, 2005 As of March 31, 2006 Change
Items Note Amount % Amount % Amount
Assets
| Current assets
1. Cash and deposits *1 2,776,402 2,515,784
R e e 1474582 1564733
3. Operdating loans receivable *1 1,555,160 1,689,665
4, Red estate for sale *1 1,156,995 1,782,093
5. Real estate operation outlays *1 3,559,323 10,021,939
6. Other inventories 25,735 36,262
7. Deferred tax assets 28,138 394,398
8. Income tax refund-receivable - 110,960
9. Unearned accounts 28,776 159,596
10. Others 73,688 429,971
;Ll: guerlatr;ce for doubtful (17.577) (24,189)
Total current assets 10,361,187 84.4 18,681,216| 88.1 8,320,029
Il Fixed assets
1. Tangible assets
(1) Buildings and structures *1 727,377 881,443
Accumulated depreciation (163,955) 563,422 (191,621) 689,821
2 \I\//I e?n(l:cr:lll e;ery, equipment and 14,041 15,875
Accumul ated depreciation (9,067) 5,874 (10,294) 5,581
(3) Land *1 739,769 1,199,439
(4) Others 355,327 416,849
Accumul ated depreciation (150,022) 205,305 (189,107) 227,741
Total tangible assets 1514371 123 2,122,584 10.0 608,212
2. Intangible assets
@ accct’:réior'l'tgated adjustment 127,665 120,313
(2) Others 2,964 2,964
Total intangible assets 130,629| 1.1 123,278 0.6 (7,351)
3. Investments and other assets
(1) Investmentsin securities *2 12,606 21,394
(2) Deferred tax assets 61,673 26,538
(3) Others 206,672 260,041
;Ll: guerlatr;ce for doubtful (9,581) (31,058)
Total Sty and other 271371 22 276915 13 5,544
Total fixed assets 1,916,372 15.6 2,522,777| 11.9 606,405
Total assets 12,277,559 100.0 21,203,994| 100.0 8,926,434
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(Thousands of Yen)

As of March 31, 2005 As of March 31, 2006 Change
Items Note Amount % Amount % Amount
Liabilities
I Current liabilities
L Soia’ouﬁ?;ﬁp;?mé’g%e 1,541,906 1,310,577
2. Short-term borrowings *1,3 4,601,552 4,938,104
3. }C/:eo;rporaie bonds due within one 40,000 340,000
4. Accrued income taxes 161,152 17,369
5. E;yalabelitaie operation advances 129310 111,043
6. Deposits received 288,732 430,791
7. Accrued employees’ bonuses 14,430 12,976
8. ﬁ\cl)lnc]né\/;lnglgcr)lr construction 1,004 1,227
9. Reserves for losses related to the
earthquake-resi stance data - 207,330
falsification scandal
10. Others 341,454 406,568
Total current liabilities 7,119,632| 58.0 7,775,989 36.7 656,357
Il Long-term liabilities
1. Bonds *1 590,000 1,220,000
2. Long-term borrowings *1 1,968,581 8,250,791
3. ﬁ\ecr?gfﬁg employees’ retirement 11,120 15,687
4. poared officers” severance 150,689 203,990
5. Deposits received 247,269 242,766
6. Others 66,794 35,355
Total long-term liabilities 3,043454| 24.8 9,968,590| 47.0 6,925,135
Total liahilities 10,163,087 82.8 17,744,580 83.7 7,581,493
Minority interests
Minority interests - - - -
Shareholder s’ equity
I Common stock *4 567,420 4.6 1,567,159 7.4 999,739
Il Capital surplus 499,304 4.1 1,499,564 7.1 1,000,260
Il Retained earnings 1,189,471 9.7 535,037 25 (654,434)
IV Treasury stock *5 (141,723)| (1.2 (142,347)| (0.7) (624)
Total shareholders’ equity 2,114,472 17.2 3,459,414 16.3 1,344,942
Total liabilities, minority interests, 12,277,559| 100.0 21,203,994| 1000 8,026,435
and shareholders’ equity
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2) Consolidated Statements of Income
(Thousands of Yen)

April 1, 2004 — April 1, 2005 - Change
March 31, 2005 March 31, 2006
Items Note Amount % Amount % Amount
| Revenues 12,498,695 100.0 18,563,990| 100.0 6,065,294
I Cost of revenues 10,110,432 80.9 15,353951| 827 5,243,519
Gross profit 2,388,262| 19.1 3,210,038 17.3 821,775
111 SG& A expenses
1. Royalty paid 32,883 32,035
2. Advertising expenses 261,527 247,203
3. Provision for alowance for
doubtful accounts 21,098 39,986
4. Officers remuneration 68,735 79,616
5. Salary benefits 432,105 509,968
6. Bonuses 40,898 10,595
7. E;?,\S ;zn for accrued employees’ 11,672 10,694
8. Retirement bonuses - 43
9. Provision for accrued employees’
retirement benefits o 2108 3,836
10. Provision for accrued officers’
severance benefits 26,021 44,300
11. Welfare expenses 69,530 73,294
12. Entertainment expenses 6,008 11,384
13. Supplies expenses 29,141 32,658
14. Fees and commissions 31,685 41,840
15. Remuneration 34,274 41,363
16. Insurance paid 12,882 21,277
17. Depreciation 55,443 58,805
18. Land/house rentals 82,660 100,579
19. Taxes and public charges 42,320 75,891
20. Others 381,276| 1,642,824| 13.1| 453944| 1,889,271| 10.2 246,446
Operating income 745,438 6.0 1,320,766 7.1 575,328
1V Non-operating income
1. Interest income 205 178
2. Dividend income 4 1,258
3. Feeincome 1,492 2,104
4. Gains on membership 10,377 15,927
5. Ir:;&hetogent profits under equity 5,663 5,658
6. Others 7,916 25,658 0.2 3,908 29,036 0.2 3,378
V Non-operating expenses
1. Interest expenses 119,432 218,795
2. New share issue expenses 12,650 7,737
3. Fees and commissions 40,791 86,290
4. Corporate bond issue expenses - 16,565
5. Others 246 173,121 14 3,253 332,641 18 159,519
Ordinary income 597,974 4.8 1,017,162 5.5 419,188
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(Thousands of Yen)

April 1, 2004 -

April 1, 2005 -

March 31, 2005 March 31, 2006 Change
Items Note Amount % Amount % Amount
VI Extraordinary gains
1. Gainson sde of land *2 - 403,325
2. F:ontract cancel lation penalties 9,500 i
income
3. Others 3,268 12,768 0.1 - 403,325 2.2 390,556
VIl Extraordinary losses
1. Lossesrelated to the *3
earthquake-res stance data - 2,290,000
falsification scandal
2.Loss on disposa of fixed assets *1 155 -
3.0thers - 155 0.0| 64,014 2,354,014 127 2,353,858
Net income (loss) before income 610587 4.9 (933526)| (5.0) (1544,113)
taxes
Current income taxes 247,897 29,692
Deferred income taxes (28,568) 219,329 1.8| (33L,124)| (301,431)| (1.6 (520,761)
Net income (loss) 391,258 31 (632,094)| (34 (1,023,352)
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3) Consolidated Statements of Retained Earnings

(Thousands of Yen)

April 1, 2004 — April 1, 2005 -
March 31, 2005 March 31, 2006
Items Note Amount Amount
Capital surplus
| Capitd surplus at the beginning of period 249,554 499,304
Il Increasein capital surplus
New share i ssued 249,750 249,750 1,000,260 1,000,260
Il Capita surplus at the end of period 499,304 1,499,564
Retained earnings
| Retained earnings at the beginning of period 839,811 1,189,471
Il Increasein retained earnings
Net income 391,258 391,258 - -
Il Decrease in retained earnings
1. Dividends 41,598 22,338
2. Netloss - 41,598 632,094 654,433
IV Retained earnings &t the end of period 1,189,471 535,037
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4) Consolidated Statements of Cash Flows

(Thousands of Yen)

April 1, 2004 — April 1, 2005 -
March 31, 2005 March 31, 2006
Items Note Amount Amount

| Cash flows from operating activities
1. Netincome (losses) before income taxes 610,587 (933,526)
2. Lossesreated to the earthquake-resistance data fal sification scandal - 2,290,000
3. Gainson salesof land - (403,325)
4. Depreciation 67,232 70,912
5. Amortization of consolidated adjustment accounts 7,351 7,351
6. Increase (decrease) in alowance for doubtful accounts 2,569 28,089
7. Increase (decrease) in accrued employees’ bonuses 1,760 (1,453
8. Increase (decrease) in dlowance for construction compensation (504) 133
9. Increase (decrease) in accrued employees’ retirement benefits (444) 4,566
10. Increase (decrease) in accrued officers’ severance benefits 26,021 44,300
11. Interest expenses 119,432 218,795
12. Interest income (205) (178)
13. Losson disposd of fixed assets 155 -
14. Decrease (increase) in receivables 528,371 (412,100)
15. Decrease (increase) in inventories (1,252,973) (7,525,370)
16. Increase (decrease) in payables 442,187 (231,328)
17. Payment of increasein operating loans receivable (290,473) (425,100)
18. Proceeds from collection of operating loans receivable 159,180 290,594
19. Decreaseinred estate operation advances payable (1,119,729) (1,417,927)
20. Increaseinred estate operation advances payable 1,196,850 1,399,661
21. Increase (decrease) in consumption taxes payable (receivable) 37,357 10,692
22. Others 132,699 129,897
Subtotal 667,427 (6,855,315)
23. Payment for losses related to the earthquake-resistance data falsification i (1,876,563)

scanda

24. Income taxes paid (233,646) (284,435)
Net cash provided by (used in) operating activities 433,780 (9,016,313)

Il Cash flows from investing activities
1. Payment for acquisition of tangible assets (67,824) (1,400,999)
2. Proceeds from sale of tangible assets - 987,365
3. Payment for time deposits (296,006) (218,305)
4. Proceeds from cancellation of time deposits 169,000 498,600
5. Payment for increase in key money/deposits extended (13,255) (25,178)
6. Proceeds from decrease of key money/deposits extended 7,174 1,352
7. Interest received 221 185
8. Others (49,739) (11,202)
Net cash used in investing activities (250,430) (168,181)

Il Cash flows from financing activities
1. Netincrease (decrease) in short-term borrowings 754,000 578,400
2. Proceeds from long-term borrowings 2,355,000 8,280,626
3. Payment of long-term borrowings (2,246,168) (2,240,264)
4. Proceeds from new issues of corporate bonds - 964,896
5. Proceeds from issuance of bonds with stock acquisition rights - 1,988,204
6. Payment for redemption of corporate bonds (40,000) (40,000)
7. Proceeds from new issues of shares 487,577 -
8. Acquisition of treasury stock (141,723) (624)
9. Dividendspad (41,598) (22,338)
10. Interestspaid (106,853) (223,863)
11. Others 867 (80,861)
Net cash provided by financing activities 1,021,101 9,204,174
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(Thousands of Yen)

April 1, 2004 — April 1, 2005 -
March 31, 2005 March 31, 2006
Items Note Amount Amount
IV Increase (decrease) in cash and cash equivalents 1,204,452 19,677
V Cash and cash equivalents at the beginning of period 1,111,441 2,315,894
VI Cash and cash equivalents at the end of period 2,315,894 2,335,571
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Significant Accounting Policiesin the Prepar ation of Consolidated Financial Satements

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

1. Scope of
consolidation

All subsidiaries are consolidated.
Number of consolidated subsidiaries: 3
Name of consolidated subsidiaries:

Shinohara Corporation Ltd.

SK Energy Co., Ltd.

Nissho Harmony Co., Ltd.

(1) Number of consolidated subsidiaries: 3

Name of consolidated subsidiaries:

SHC Co., Ltd.

SK Energy Co., Ltd.

Nissho Harmony Co., Ltd.

Shinohara Corporation Ltd. has changed its name to
SHC Co., Ltd. effective on August 4, 2005.

(2) Non-consolidated subsidiary

KS Fund.Y.K.

Reason for exclusion from the consolidation:

The consolidated financial statements do not include
the accounts of one non-consolidated subsidiary since
the entity is a small-scal e business whose total net
assets, net saes, net income/loss (equity in
earnings/losses) or retained earnings (equity in
earnings/losses) have no significant effect on the
overall results of consolidated financial statements.

2. Application of the
equity method

We apply the equity method to all affiliates.
Number of equity method affiliates: 1
Name of equity method affiliates:

My Media Co., Ltd.

(1) Number of equity method affiliates: 1

Name of equity method affiliates:

My Media Co., Ltd.

Note: All affiliates are accounted for under the equity
method.

(2) Non-consolidated subsidiaries not accounted for
under equity method

KS Fund.Y.K.

Reason for exclusion

KS Fund.Y.K., anon-conglidated subsidiary, is not
accounted for under the equity method of accounting,
sinceit has avery minor effect on net income/loss
(equity in earnings/l osses) and retained surplus (equity
in earnings/losses) and isrelatively insignificant in the
context of the consolidated financial statements.

3. Period end of
consolidated
subsidiaries

The period of the consolidated subsidiaries ends on the
closing date of consolidated financia statements.

Same as on the left.

4. Significant
accounting policies

(1) Vduation criteria and methods for principal assets
1) Securities
Other securities
Securities without market quotations
Stated at cost, cost being determined by the
moving-average method.

(1) Vduation criteriaand methods for principal assets
1) Securities
Other securities
Securities without market quotations
Same as on the |eft.
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April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

2) Inventories

Real estate for sale
Stated at cost, cost determined by the specific
identification method.

Real estate operation outlays
Stated at cost, cost determined by the specific
identification method.

Merchandise
Valued at cost, cost being determined by the retail
inventory method.

Work in progress
Stated at cost, cost being determined by the weighted
average method.

Supplies
Valued at cost, cost being determined by the method
of most recent purchase price.

(2) Depreciation and amortization method for principal
depreciable assets

1) Tangible assets
Our company and its subsidiaries compute depreciation
using the declining-balance method, except for
buildings (excluding fixtures) acquired on or
subsequent to April 1, 1998 on which depreciation is
calculated by the straight-line method.

The useful lives of principal assets are as follows:
Buildings and structures: 5-50 years
Machinery, equipment and vehicles: 3-15 years

2) Long-term prepaid expenses
Long-term prepaid expenses are amortized by the
straight-line method.

(3) Accounting for significant deferred assets
1) New share issue expenses
New share issue expenses are charged to income as
accrued.

(4) Accounting for significant alowances

1) Allowance for doubtful accounts

To prepare for credit |osses on receivables and loans, an
allowance equal to the estimated amount of
uncollectible receivablesis provided for general
receivables based on the historica write-off ratio, and
bad receivabl es based on a case-by-case determination
of collectihility.

2) Accrued employees’ bonuses

To provide for employees’ bonus obligation, an
alowance is provided for an estimated accrued amount
for the period.

2) Inventories
Real estate for sale
Same as on the left.

Real estate operation outlays
Same as on the left.

Merchandise
Same as on the left.

Work in progress
Same as on the left.

Supplies
Same as on the left.

(2) Depreciation and amortization method for principal
depreciable assets
1) Tangible assets
Same as on the | eft.

2) Long-term prepaid expenses
Same as on the |eft.

(3) Accounting for significant deferred assets
1) New share issue expenses
Same as on the |eft.

2) Corporate bond issue expenses
Corporate bond issue expenses are charged to income
as accrued.

(4) Accounting for significant alowances
1) Allowance for doubtful accounts
Same as on the |eft.

2) Accrued employees’ bonuses
Same as on the |eft.
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April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

3) Accrued employees’ retirement benefits

To provide for accrued employees’ retirement benefits,
an alowance is provided for the amount deemed to
have accrued at the end of the current consolidated
fiscal year based on projected benefit obligations at the
end of the fiscal year.

4) Accrued officers’ severance benefits

To provide for officers’ retirement benefits, an
allowance is provided for the aggregate amount payable
at the end of the current fiscal year pursuant to our
company’s rules on officers’ retirement benefits.

5) Allowance for construction compensation

We set aside funds to cover defect liabilities on

compl eted construction works by applying recent actua
construction liability ratesto the totd value of projects
delivered to clientsin the previous one year.

(5) Accounting for leases

Finance |eases other than those, which are deemed to
transfer the ownership of the leased assets to the
lessees, are accounted for by a method similar to that
applicable to ordinary operating leases.

(6) Accounting for hedges
1) Hedge accounting method
Interest rate swaps that meet certain criteriaare
accounted by the short-cut method.

2) Hedging instrument and risk hedged
Hedging instrument: Interest rate swaps
Risk hedged: Borrowings

3) Hedging policy

Our company uses interest rate swaps for converting
the floating interest rate on certain borrowings from
financial institutions into a fixed interest rate.

Our company does not hold or issue financia
derivative instruments for speculation or trading
purposes.

4) Assessing the effectiveness of a hedge
Effectiveness of interest rate swapsis not evaluated
since these hedges meet certain criteria

3) Accrued employees’ retirement benefits
Same as on the | eft.

4) Accrued officers’ severance benefits
Same as on the |eft.

5) Allowance for construction compensation
Same as on the |eft.

6) Reservesfor losses related to the
earthquake-res stance data fal sification scanda
To provide for losses related to the
earthquake-res stance data falsification scandal, an
allowance is provided on the basis of estimated |osses.

(5) Accounting for leases
Same as on the |eft.

(6) Accounting for hedges
1) Hedge accounting method
Same as on the |eft.

2) Hedging instrument and risk hedged:
Same as on the |eft.

3) Hedging policy
Same as on the left.

4) Assessing the effectiveness of a hedge
Same as on the |eft.
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April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

(7) Other significant accounting policies

Accounting for consumption taxes
Consumption taxes are accounted by the tax-exclusion
method. Non-deductible consumption taxes are
accounted as selling and general administrative
expenses.

(7) Other significant accounting policies
Accounting for consumption taxes

Same as on the left.

5. Valuation of assets

Assets and liabilities of the consolidated subsidiaries

Same as on the left.

and liabilities of are fully evaluated by the fair market value method.
consolidated
subsidiaries
6. Amortization of The consolidation adjustment accounts is amortized Same as on the left.
consolidation over a period of 20 years by the straight-line method.

adjustment accounts

7. Appropriation of
retained earnings

The consolidated statements of retained earnings show
decided appropriation of profit during the current fiscal
year.

Same as on the left.

8. Cash and cash
equivadentsin the
cash flows
statements

Cash and cash equivalentsin the cash flows statements
consist of vault cash, deposits that can be withdrawn on
demand, and short-term investments, generally with
original maturities of three months or less, that are
readily convertible to known amounts of cash and are
SO near maturity that they present insignificant risk of
change in value.

Same as on the left.

Change in Significant Accounting Policiesin the Prepar ation of Consolidated Financial Satements

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

(Accounting for impairment of fixed assets)
Effective the current consolidated fiscal year, our company has
adopted the new accounting standards for the presentation of the
Impairment of Assets (Statement of Opinion, “Accounting for
Impairment of Fixed Assets,” (Business Accounting Council;
August 9, 2002) and the “Accounting Standard Implementation

Guidance No. 6: Guidance for Accounting Standards for
Impairment of Fixed Assets,” (ASBJ; October 31, 2003).

This change in accounting policy has no significant effect on the
amount of net income before income taxes compared to the
amount that would have been reported if the previous method had
been applied consistently.

Reclassifications

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

(Consolidated statements of income)

Effective the current consolidated fiscal year, “Fees” includedin
“Others” under non-operating expensesin prior periods, has been
reclassified and presented as a separate line item, given that it now
represents more than 10/100 of total non-operating expenses.
Feestotaled 5,739 thousand yen in the previous consolidated
fiscal year.
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Supplementary Infor mation

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

Effective the current consolidated fiscal year, our company has
adopted the new accounting standard for the presentation of the
Enterprise Tax (Accounting Standard Implementation Guidance No.
12: “Practical Guidance On Presentetion of the Pro Forma Standard
Tax Portion of the Enterprise Tax in the Income Statement,” (ASBJ,
February 13, 2004)) following the implementation of the Partia
Revision of the Local Finance Act (Law No. 9 of 2003) on March
31, 2003 and the introduction of the pro forma standard tax from the
fiscal year beginning on and after April 1, 2004. Accordingly, the
value-added tax portion and the pro forma standard tax portion of
the Enterprise Tax are included in SG& A expenses.

The effect of this change was to increase SG& A expenses by 7,570
thousand yen and decrease operating income, ordinary income and
net income before income taxes by 7,570 thousand yen each.
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Notesto Consolidated Financial Satements
Notes to Consolidated Balance Sheets

(Thousands of Yen)

As of March 31, 2005

As of March 31, 2006

*1. Assets pledged as collateral and corresponding liabilities
(1) Assets pledged as collaterd

Real estate for sale 36,100
Real estate operation outlays 2,454,410
Buildings and structures 464,077
Land 705,491

Total 3,660,080

(2) Liabilities corresponding to assets pledged as collatera

Short-term borrowings 1,807,828
Long-term borrowings 770,184
Total 2,578,012

*2. The following items are applicable to non-consolidated
subsidiaries and affiliates
Investments securities (Equities) 12,235
*3. To efficiently raise working capital for purchasing land for
renta apartment buildings, our company has entered into
commitment-line with 14 financial institutions. The balance of
unused credit commitment lines based on these agreements as of
the end of the fiscal year isasfollows:

Commitment line total 3,400,000
Credit used 1,240,000
Credit available 2,160,000
*4. Number of shares outstanding
Common stock: 14,040 shares

*5. Company’s shares held by consolidated subsidiaries,
non-consolidated subsidiaries accounted for under the equity
method and affiliates.

Common stock: 293 shares

*1. Assets pledged as collateral and corresponding liabilities
(1) Assets pledged as collaterd

Time deposits 115,700
Operating loans receivable 1,353,988
Real estate operation outlays 7,192,137
Buildings and structures 450,988
Land 1,055,884

Total 10,168,698

(2) Liabilities corresponding to assets pledged as collatera

Short-term borrowings 2,260,288
Long-term borrowings 1,899,596
Bond with bank guarantee 470,000

Total 4,629,884

*2. The following items are applicable to non-consolidated
subsidiaries and affiliates

Investment securities (Equities) 20,893
*4. Number of shares outstanding
Common stock: 37,807.52 shares

*5. Company’s shares held by consolidated subsidiaries,
non-consolidated subsidiaries accounted for under the equity
method and affiliates.

Common stock: 588.52 shares
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Notes to Consolidated Statements of Income

(Thousands of Yen)
April 1, 2004 — March 31, 2005 April 1, 2005 — March 31, 2006
*1. Breakdown of “Loss on disposal of fixed assets”.
Others (Tools, furniture and fixtures) 155
*2. Breakdown of “Gains on sales of land”.
Gains on saes of land repurchased for the
earthquake-resi stance data falsification 403,325
scandal
*3. Losses on the earthquake-resistance data fal sification scandal
Losses on purchases of buildings and land 1,701,573
Demolition expenses 348,315
Compensation for eviction 68,899
Others 171,211
Total 2,290,000
The above figuresinclude 207,330 thousand yen in provision of
reserve for losses rel ated the earthquake-resi stance data
falsification scandal.

Notes to Consolidated Statements of Cash Flows
(Thousands of Yen)

April 1, 2004 — March 31, 2005 April 1, 2005 - March 31, 2006

1. Reconciliation of “Cash and cash equivalents” of the consolidated| 1. Reconciliation of “Cash and cash equivalents” of the consolidated
cash flows statements and “Cash and deposits” of balance sheets cash flows statements and “Cash and deposits” of balance sheets

for the fiscal year is made as follows: for the fiscal year is made as follows:

Cash and deposits 2,776,402 Cash and deposits 2,515,784

Time deposits with maturities longer than three (460,507) Time deposits with maturities longer than three (180,212)
months months

Cash and cash equivalents 2,315,894 Cash and cash equivalents 2,335,571
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Segment | nfor mation

1. Operating segment information
Previous fiscal year (April 1, 2004 — March 31, 2005)

(Thousands of Yen)

Rental Real estate
artment rental Finance Other Elimination .
bu?llodi ng sales| management |  business businesses Total or corporate Consolidated
business business
| Revenues
(1) Externa sdes 10,501,075 1,242,615 73,620 681,383 | 12,498,695 - | 12,498,695
2 :?;frs}jgmem sdlesand - 2,653 - 167 2,820 [2,820] -
Total 10,501,075 1,245,268 73,620 681,551 | 12,501,516 [2,820] | 12,498,695
Operating expenses 9,867,947 876,211 55,958 619,486 | 11,419,603 333,653 | 11,753,257
Operating income 633,127 369,057 17,662 62,064 1,081,912 [336,474] 745,438
I Assets, depreciation and
amortization and capital
expenditure
Assets 6,071,442 1,171,925 1,664,849 400,314 9,308,531 2,969,028 | 12,277,559
Depreciation and amortization 8,137 12,899 - 39,846 60,883 6,349 67,232
Capita expenditure 8,047 1,650 - 48,522 58,220 10,804 69,024
Current fiscal year (April 1, 2005 — March 31, 2006)
(Thousands of Yen)
Rental Real estate
artment rental Finance Elimination .
bu?llodi ng sales| management | business Other Total or corporate Consolidated
business business
| Revenues
(1) Externa sdes 16,251,234 1,484,179 116,617 711,957 | 18,563,990 - | 18,563,990
2 :?;frs}jgmem sdlesand - 2,59 - 1,089 3,684 [3,684] -
Total 16,251,234 1,486,774 116,617 713,047 | 18,567,674 [3,684] | 18,563,990
Operating expenses 15,045,067 1,113,242 70,336 616,107 | 16,844,753 398,469 | 17,243,223
Operating income 1,206,167 373,532 46,281 96,939 1,722,920 [402,153] 1,320,766
Il Assets, depreciation and
amortization and capital
expenditure
Assets 13,753,878 1,336,792 1,900,758 392,779 | 17,384,208 3,819,785 | 21,203,994
Depreciation and amortization 8,070 13,263 - 41,922 63,256 7,655 70,912
Capita expenditure 5,325 193,139 - 58,037 256,502 359,807 616,309

Notes: 1. Method of segmentation
The operating segment information is presented on the basis of the type of business and similarity of activities.
2. Summary of operating segments

(1) Rental apartment building sales business:
(2) Redl estate renta management business:

(3) Finance business:
(4) Other businesses:

Financing of rental apartment building purchases
LPG supply and sales, convenience store and restaurant (Japanese style pubs
(izakaya)) management; subcontracting of renovation and extension
construction work, maintenance work and non-life insurance agencies.
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Rental apartment building planning and sales; rental apartment sal es agent
Rental apartment building management and brokerage services




3. Significant components and corresponding amounts of “Eliminations or corporate” are summarized below:

(Thousands of Yen)
Fiscal year ended Fiscal year ended Maior components
March 31, 2005 March 31, 2006 a i

Unallocated operating Primarily our company’s
expensesincluded in 340,849 409,691 expenses of the
“Elimination or corporate” administrative operations.
Tot_al gsagts includedin 2.969,008 3,469,393 Primarily of our company’s
“Elimination or corporate” surplus funds.

4. Depreciation and capital expenditure include long-term prepaid expenses and their amortization expenses.

2. Geographical segment information
Previous fiscal year (April 1, 2004 — March 31, 2005) and current fiscal year (April 1, 2005 — March 31, 2006)

Geographic segment information is not presented since our company did not have consolidated subsidiaries or branch
officesin areas other than Japan.

3. Overseas sales
Previous fiscal year (April 1, 2004 — March 31, 2005) and current fiscal year (April 1, 2005 — March 31, 2006)
Overseas sales information is not presented our company had no overseas sales.
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Accounting for Leases

(Thousands of Yen)

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

Finance lease transactions not involving the transfer of titleto

lessee:

(1) Acquisition cost, accumul ated depreciation and year-end balance
equivaents of the leased property

Machinery, equipment and vehicles

Acquisition cost equivalents: 12,805

Accumul ated depreciation equivalents: 7,979

Year-end balance equivalents: 4,825
Others (Tools, furniture and fixtures)

Acquisition cost equivalents: 201,987

Accumul ated depreciation equivalents: 73,381

Year-end balance equivalents: 128,605
Total

Acquisition cost equivalents: 214,792

Accumul ated depreciation equivalents: 81,361

Year-end balance equivalents: 133,431

The year-end baance equivalents are cal cul ated based on the
simple-interest method since the year-end balance of outstanding
|ease commitments represents only a minor portion of tangible fixed
assets on the fiscal year balance sheet date.

(2) Outstanding lease commitments and the fiscal year-end balance
equivaents

Finance lease transactions not involving the transfer of titleto

lessee:

(1) Acquisition cost, accumul ated depreciation and year-end balance
equivaents of the leased property

Others (Tools, furniture and fixtures)

Acquisition cost equivalents: 238,500

Accumul ated depreciation equivalents: 105,869

Year-end balance equivalents: 132,630
Total

Acquisition cost equivalents: 238,500

Accumul ated depreciation equivalents: 105,869

Year-end balance equivalents: 132,630

The year-end baance equivalents are cal culated based on the
simple-interest method since the year-end balance of outstanding
|ease commitments represents only a minor portion of tangible fixed
assets on the fiscal year balance sheet date.

(2) Outstanding lease commitments and the year-end balance
equivaents

Due within one year 46,411 Due within one year 50,227
Due over one year 87,020 Due over one year 82,403
Total 133,431 Total 132,630

The acquisition cost are calcul ated based on the simpl e-interest
method since the year-end ba ance of outstanding lease
commitments represents only a minor portion of tangible assets on
the fiscal year balance sheet date.

(3) Lease payments, depreciation and interest equivalents
Lease payments

Depreciation equivaents

39,657
39,657

(4) Calculation of accumulated depreciation equivalents

Depreciation is based on the strai ght-line method, assuming the

lease period to be the useful life and no residua value.

Note: Thereis no finance |ease asset without transfer of ownership
subject to impairment loss.

The acquisition cost are calcul ated based on the simpl e-interest
method since the year-end ba ance of outstanding lease
commitments represents only a minor portion of tangible assets on
the fiscal year balance sheet date.

(3) Lease payments, depreciation and interest equivalents
Lease payments

Depreciation equivaents

52,288
52,288

(4) Calculation of accumulated depreciation equivalents
Same as on the |eft.

2. Future Lease Payments on Operating Lease Transactions

Due within one year 12,506
Due over one year 8,011
Total 20,517

Related Party Transactions

Previous fiscal year (April 1, 2004 — March 31, 2005) and current fiscal year (April 1, 2005 — March 31, 2006)

No reportable information.
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Deferred Tax Accounting

As of March 31, 2005 As of March 31, 2006
1. Significant components of deferred tax assets and liabilities 1. Significant components of deferred tax assets and liabilities
(Thousands of Yen) (Thousands of Yen)
Deferred tax assets Deferred tax assets
Accrued enterprise taxes 10,353 Accrued enterprise taxes 1,386
Allowance for doubtful accountsin excess of Allowance for doubtful accountsin excess of
the maximum amount allowed for inclusionin 9,975 the maximum amount allowed for inclusionin 19,360
expenses expenses
Accrued employees’ bonuses 5,829 Accrued employees’ bonuses 5,242
Accrued employees’ retirement benefitsin Accrued employees’ retirement benefits 6,337
excess of the maximum amount allowed for 4,472 Accrued officers’ severance benefits 81,851
':Cl us;n |frf1expens&s - 64514 Lump sum amortization of software denied 5,885
ccruedo |cers_sev_erance enefits ) ’ Lump sum depreciation of assets 2,444
Lump sum amortization of software denied 5,550 .
o Losses related to the earthquake-resistance
Lump sum depreciation of assets 1,078 data falsification scandal 135178
Gainloss on insurance paid 969 Loss carried forward 302,294
Loss carried forward 88,666 Deposit liquidation cost 11,811
Deposit liquidation cost 5,629 Others 22714
Others 3,345 Deferred tax assets - Subtotal 594,505
Deferred tax assets - Subtotal 200,386 Valuation reserve (149,117)
Valuation reserve (92,299) Deferred tax assets - Tota 445,387
Deferred tax assets - Tota 108,086 Deferred tax liabilities
Deferred tax liabilities Stock swap liabilities 18,274
Stock swap liabilities 18,274 Others 6,176
Deferred tax liabilities - Tota 18,274 Deferred tax liabilities - Total 24.450
Deferred tax assets - Net 89,812 Deferred tax assets - Net 420,936
Note: Net deferred tax assets are included in the following Note: Net deferred tax assets are included in the following
consolidated balance sheet accounts consolidated balance sheet accounts
Deferred tax assets (curren) 28,138 Deferred tax assets (current) 394,398
Deferred tax assets (fixed) 61,673 Deferred tax assets (fixed) 26,538
2. Significant sources of difference between the statutory and 2. Significant sources of difference between the statutory and
effective tax rates effective tax rates
Effective tax rate o Effective tax rate o
(Adjustment) 404% (Adjustment) 404%
Permanent differences such as entertainment Permanent differences such as entertainment
0.4% (0.6)%
expenses expenses
Impact from tax on retained earnings 2.3% Residential tax for the period (0.9%
Residential tax for the period 1.1% Investment profit under equity method 0.2%
Loss carried forward of certain subsidiary (7.6)% Impact from consolidation adjustment (0.3)%
Investment profit under equity method (0.4)% accounts '
Impact from consolidation adjustment Valuation reserve to deferred tax assets (6.5)%
0.5%
accounts Others 0.0%
Impact from elimination of unrealized income (0.7)% Effective tax rate 32.3%
Others (0.1)%
Effective tax rate 35.9%
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Securities
Previous fiscal year

1. Sales of other securities (April 1, 2004 — March 31, 2005)

(Thousands of Yen)

Sales amount

Aggregate gain

Aggregate loss

149,789

210

2. Securities without market quotations and carrying value (As of March 31, 2005)

Other securities

(Thousands of Yen)

Item Carrying value
Unlisted stock 370
Current fiscal year
1. Sales of other securities (April 1, 2005 — March 31, 2006) (Thousands of Yen)
Sales amount Aggregate gain Aggregate loss
71,117 1,011 581
2. Securities without market quotations and carrying value (As of March 31, 2006)
Other securities (Thousands of Yen)
Item Carrying value

Unlisted stock

-32-



Derivatives

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

1. Financia derivative information

(1) Types of transaction

Our company uses financial derivative transactions, which comprise
interest rate swap transactions.

(2) Transaction policy
Our company entersinto interest rate swap transactions to reduce
exposure to future risks from fluctuationsin the interest rate.

(3) Purpose of derivative transaction
Our company does not hold or issue financid derivative instruments
for trading purposes.
The transactions are accounted by the hedge accounting method.
a.  Hedge accounting method
Interest rate swaps that meet certain criteria are accounted by the
short-cut method.
b. Hedging instruments and risks hedged
Hedging instrument: Interest rate swaps
Risk hedged: Borrowings
¢. Hedging policy
Our company uses interest rate swaps for converting the floating
interest rate on certain borrowings from financid institutionsinto a
fixed interest rate.
We do not hold or issue financial derivative instruments for
speculation or trading purposes.
d. Assessing the effectiveness of ahedge
Effectiveness of interest rate swapsis not evaluated since these
hedges meet certain criteria.

(4) Transaction risks

Interest rate swap transaction contai ns some risks on market rate
fluctuation. However, our company evaluatesit and is of the
opinion that such risk is nominal.

(5) Risk management

We limit the use of interest rate swap transactionsto a portion of
debt, and the administration division in charge of the particular debt
executes and manages the transaction.

Debt requires the approval of the person in charge of accounts
settlement to ensure compliance with internd rules regarding
transaction authority and transaction limits.

2. Information on market values
Not applicable, aswe apply a specid accounting procedure for
interest rate swap transactions.

1. Financial derivative information
(1) Types of transaction
Same as on the left.

(2) Transaction policy
Same as on the left.

(3) Purpose of derivative transaction
Same as on the |eft.

(4) Transaction risks
Same as on the left.

(5) Risk management

Same as on the left.

2. Information on market values
Same as on the left.
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Retirement Benefits

(Thousands of Yen)

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

1. Retirement benefit plans
The Group has retirement lump-sum payment systems based on an
in-house fund in accordance with our company’s regulation.

2. Projected benefit obligation
(2) Projected benefit obligation (12,120)

(2) Accrued employees’ retirement benefits (11,120)

Note: The projected benefit obligation is computed by the
simple method.

3. Retirement benefit expenses
(1) Service cost

(2) Retirement benefit expenses

4,054
4,054

4. The assumptions used in accounting for the above plans
The assumptions used in accounting for the above plans are not
presented since our group uses the simple method.

1. Retirement benefit plans
The Group has retirement lump-sum payment systems based on an
in-house fund in accordance with our company’s regulation.

2. Projected benefit obligation
(2) Projected benefit obligation (15,687)

(2) Accrued employees’ retirement benefits (15,687)

Note: The projected benefit obligation is computed by the
simple method.

3. Retirement benefit expenses
(1) Service cost

(2) Retirement benefit expenses

4,872
4,872

4. The assumptions used in accounting for the above plans
Same as on the |eft.

Material Subsequent Events

April 1, 2004 — March 31, 2005

April 1, 2005 - March 31, 2006

(1) Stock split
The board of directors on January 12, 2005 approved aresol ution to
issue new shares through a stock split. Details are as follows:
1) On May 20, 2005, our company split its common stock
two-for-one.
2) Stock split method
We will issue two stocks for every one common stock owned by
registered shareholders as of March 31, 2005.
3) The stock split will increasethe total number of shares by 14,040
shares.
4) Sarting date for calculating dividends
April 1, 2005

Per share data based on the average number of shares during the
periods, retroactively adjusted for stock splits to the beginning of
the periods, are as follows:

Fiscal year ended Fiscal year ended
March 31, 2004 March 31, 2005
Net assets per share: Net assets per share:
54,791.14 yen 76,906.69 yen
Net income per share: Net income per share:
7,968.79 yen 14,175.20 yen




5. Production, Orders and Sales

() Orders

Our group’s businesses include the rental apartment sales business, the rea estate management business, the finance
business, and the others businesses. However, we list orders for our rental apartment sales business only.

(Thousands of Yen)

Segment Units (% change YoY) Value (% change YoY)

Rental apartment building sales business
Low-rise rental apartment buildings 187 105.1% 10,049,605 106.5%
High-rise rental apartment buildings 8 80.0% 6,611,794 100.8%
One-room rental apartments 98 124.1% 1,896,481 124.3%
Total 293 109.7% 18,557,880 105.9%

Notes: 1. The amounts above do not include consumption taxes.
2. Low-rise rental apartment buildings are wooden structures up to two stories, and high-rise rental apartment
buildings are structures three stories or greater.

(2) Sdes
(Thousands of Yen)
Segment Units (% change YoY) Value (% change YoY)
Asset utilization consulting business
Rental apartment building sales business
Low-rise rental apartment buildings 175 126.8% 9,094,201 125.3%
High-rise rental apartment buildings 8 160.0% 5,822,502 332.5%
One-room rental apartments 72 93.5% 1,334,531 89.5%
Real estate rental management business - - 1,484,179 119.4%
Finance business - - 116,617 158.4%
Subtotal 255 115.9% 17,852,032 151.1%
Other businesses - - 711,957 104.5%
Total 255 115.9% 18,563,990 148.5%

Notes: 1. Inter-segment transactions are eliminated in the consolidation.
2. The amounts above do not include consumption taxes.
3. Summary of real estate rental management business segment:
(Thousands of yen)

Segment Amount Share (%) YoY change (%)
Rental management income 1,420,201 95.7% 122.7%
Rental brokerage income 63,977 4.3% 75.3%
Total 1,484,179 100.0% 119.4%

-35-




4. Rental management business’ segments:

Segment Buildings/parkinglots | (% change YoY) Househol dg/contracts (% change YoY)
Housing 997 115.9% 7,502 117.1%
Tenants 6 100.0% 21 100.0%
Parking lots 5 100.0% 42 100.0%

Note: Thenumber of parking lots and contracts does not include parking |ots associated with apartment
buildings we manage.

(3) Order balance

(Thousands of Yen)

Segment Units (% change YoY) Value (% change YoY)

Rental apartment building sales business
Low-rise rental apartment buildings 109 112.4% 5,680,305 120.2%
High-rise rental apartment buildings 11 100.0% 8,764,011 109.9%
One-room rental apartments 28 1,400.0% 597,164 1,695.8%
Total 148 134.6% 15,041,480 118.1%
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