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1. Highlight of consolidated results for the six months ended September 30, 2019

(1) Consolidated operating results (year-to-date)

(Percentages are year-to-year changes)

Net sales Operating Ordinary Profit attributable
income income to owners of
parent
Million yen % Millionyen % | Millionyen % Million yen %
Six months ended
September 30, 2019 34,052 15.3 (2,957) (3,077) (2,202)
Six months ended
September 30, 2018 29,534 20.5 (3,651) (3,355) (2,368)

Note: Comprehensive income:

Six months ended September 30, 2019
Six months ended September 30, 2018

—%
—%

(2,150) million yen
(2,760) million yen

Net income per share | Net income per share
- Basic - - Diluted -
Yen Yen
Six months ended
September 30, 2019 (84.95) _
Six months ended
September 30, 2018 (91.37) _




(2) Consolidated financial position

Shareholders' equity

Total assets Net assets
to total assets
Million yen Million yen %
As of September 30, 2019 114,111 56,075 49.0
As of March 31, 2019 132,620 59,031 44.4
Note: Shareholders’ equity: As of September 30,2019 55,932 million yen
As of March 31, 2019 58,889 million yen
2. Dividends
Dividends per share
Period 1Q 2Q 3Q 4Q Annual
Yen Yen Yen Yen Yen

Fiscal year

ended March — 31.00 — 31.00 62.00

31,2019

Fiscal year

ending March — 31.00

31, 2020

Fiscal year

ending March

31,2020 — 31.00 62.00

(Forecast)

Note: Revision of forecast for dividends from the latest announcement: No

3. Forecast for consolidated operating results for the fiscal year ending March 31, 2020

(Percentages are year-to-year changes)

S . . Profit attributable Net income
Net sales Operating income Ordinary income per share
to owners of parent .
- Basic -
Million % Million % Million % Million % Yen
yen yen yen yen
Fiscal
year
ending 125,000 6.5 8,200 7.8 8,200 7.5 5,600 8.3 216.02
March 31,
2020

Note: Revision of forecast for operating results from the latest announcement: Yes




Notes:
(1) Changes in significant subsidiaries during the six months ended September 30, 2019 (Changes in
specified subsidiaries that caused a change in the scope of consolidation) : No
(2) Application of accounting method specific to preparation of quarterly consolidated financial
statements: Yes
(3) Changes in accounting policies, changes in accounting estimates and retrospective restatement
(a) Changes by a newly issued or amended accounting pronouncement: No
(b) Changes other than (3)-(a) above: No
(c) Changes in accounting estimates: No
(d) Retrospective restatement: No
(4) Number of shares issued and outstanding (common stock)
(a) Number of shares issued and outstanding at the end of the period (including treasury stock):
25,923,500 shares as of March 31, 2019 and 25,923,500 shares as of September 30, 2019.
(b) Number of treasury stock at the end of the period: 150 shares as of March 31, 2019 and 186
shares as of September 30, 2019.
(c) Average number of shares issued and outstanding for the period: 25,923,398 shares for the six
months ended September 30, 2018 and 25,923,338 shares for the six months ended September
30, 2019.

This quarterly report is not subject to the quarterly review performed by certified public accountants
or accounting firm.

Appropriate Use of Forecasts and Other Matters

Descriptions and statements in relation to estimates and other forward-looking projections disclosed
in this document are based on judgments and assumptions using information currently available to
the Company. Actual results may differ significantly from such projections due to risks of uncertainty
inherent in such judgments and assumptions as well as changes in business operations and the
internal and external environment of the Company. As such, the Company does not guarantee the
accuracy of any forward-looking projections disclosed.
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1. Qualitative Information Regarding Consolidated Results for the Six Months Ended September
30,2019

(1) Explanation of Operating Results

During the six months ended September 30, 2019, business conditions of the Japanese economy
have recovered moderately, although some weakness remained. This is due in part to the effects of
various government policies amid the improving labor market and increasing salary levels. The
global economy continued to recover moderately as a whole, despite the risks of uncertainty related
to developments in trade issues, the outlook for the Chinese economy and the government policies.

Under such circumstances, in order to achieve the Midterm Business Plan 2020 (through the fiscal
year ending March 31, 2021), the Group tries its best to implement the priority measures: 1)
strategic development investment, ii) business strategy (enhancement of foundation field and
expansion of growth field) and iii) efforts of sustainable ESG.

For the operating results of the Group for the six months ended September 30, 2019, net sales was
¥34,052 million (15.3% increase year to year), operating loss was ¥2,957 million (¥3,651 million
for the six months ended September 30, 2018), ordinary loss was ¥3,077 million (¥3,355 million for
the six months ended September 30, 2018) and loss attributable to owners of parent was ¥2,202
million (¥2,368 million for the six months ended September 30, 2018). The outstanding order was
¥66,461 million (11.9% increase year to year).

Our business consists mostly of the domestic public work projects for government agencies, which
are typically developed and completed intensively in the fourth quarter. As a result, operating
results of the second quarter tend to be low, and this fiscal year is no exception.

The Group’s business consists of two segments: Plant Engineering Business Segment including
EPC (note 1) as foundation field and foreign business as growth field and Service Solutions
Business Segment including O&M (note 2) as foundation field and PPP (note 3) as growth field.

Operating results by segment are as follows:

(Plant Engineering Business)

For the Plant Engineering Business, net sales amounted to ¥21,404 million (7.8% increase year to
year) and operating loss amounted to ¥1,302 million (¥1,753 million for the six months ended
September 30, 2018), due to a steady growth in EPC and foreign business. Outstanding order was
¥33,004 million (6.7% increase year to year).

(Service Solutions Business)

For the Service Solutions Business, net sales amounted to ¥12,648 million (30.8% increase year to
year) due to a steady growth in O&M and PPP businesses. Operating loss amounted to ¥1,655
million (¥1,897 million for the six months ended September 30, 2018). Outstanding order was
¥33,457 million (17.5% increase year to year).

Note:
1. EPC: Engineering, Procurement and Construction
2. O&M: Operation and Maintenance

3. PPP (Public-Private Partnership): the means for the private sector to participate in providing
services to the public

(2) Explanation of Financial Position

Total assets as of September 30, 2019 decreased by ¥18,500 million compared to March 31, 2019
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to ¥114,111 million.

Current assets decreased by ¥18,907 million compared to March 31, 2019 to ¥96,630 million due
to a decrease in notes and accounts receivable - trade, offsetting with an increase in cash and
deposits.

Non-current assets increased by ¥398 million compared to March 31, 2019 to ¥17,480 million due
to a increase in machinery and equipment.

Current liabilities decreased by ¥14,876 million compared to March 31, 2019 to ¥41,450 million
due to a decrease in accounts payable - trade, offsetting with an increase in advances received.

Non-current liabilities decreased by ¥677 million compared to March 31, 2019 to ¥16,585 million
due to a decrease in PFI and other project finance loans.

Total net assets decreased by ¥2,955 million compared to March 31, 2019 to ¥56,075 million due
to recognition of loss attributable to owners of parent and payment of dividends.

The balance of cash and cash equivalents (hereinafter the “funds”) as of September 30, 2019
increased by ¥12,742 million compared to March 31, 2019 to ¥40,538 million. An analysis of the
cash flows for the six months ended September 30, 2019 and related commentary thereon is
presented below:

(Cash flows from operating activities)

The funds generated by operating activities was ¥15,438 million (¥2,912million increase year to
year): ¥41,208 million decrease in notes and accounts receivable - trade, offsetting with ¥3,077
million used for income before income taxes, ¥2,182 million used for payment of income taxes and
¥15,742 million decrease in notes and accounts payable - trade.

(Cash flows from investing activities)

The funds used for investing activities was ¥1,238 million (¥759 million increase year to year):
¥652 million used for purchase of property, plant and equipment and ¥116 million used for purchase
of intangible assets.

(Cash flows from financing activities)

The funds used for financing activities was ¥1,417 million (¥105 million increase year to year):
¥803 million used for payment of dividends and ¥420 million used for repayments of PFI and other
project finance loans.

(3) Explanation of Consolidated Business Forecast

Taking into consideration the performances and the business environment for the six months ended
September 30, 2019, the Group has revised the forecast for the fiscal year ending March 31, 2020
announced on April 25, 2019, as follows.

Consolidated Business Forecast for the fiscal year ending March 31, 2020

Net sales Operating Ordinary Profit attributable N;etrirslﬁgfele
ncome come to owners of parent - Basic -
Million yen Million yen Million yen Million yen Yen
Previous forecast (A) 125,000 8,000 8,000 5,500 212.16
Revised forecast (B) 125,000 8,200 8,200 5,600 216.02
Change (B - A) 0 200 200 100
Change % 0.0% 2.5% 2.5% 1.8%




(For reference)
Actual result for the
fiscal year ended
March 31, 2019

117,342

7,607

7,624

5,170

199.46




2. Quarterly Consolidated Financial Statements and Major Notes

(1) Quarterly Consolidated Balance Sheets

(Millions of yen)
As of March 31,2019  As of September 30, 2019
Assets
Current assets
Cash and deposits 28,589 41,308
Notes and accounts receivable - trade 76,282 35,008
Work in process 4,670 12,413
Supplies 3,932 4,444
Other current assets 2,062 3,455
Total current assets 115,538 96,630

Non-current assets

Property, plant and equipment 3,188 3,505
Intangible assets
Goodwill 1,670 1,627
Customer-related assets 2,539 2,562
Other 1,861 1,790
Total intangible assets 6,072 5,980
Investments and other assets 7,822 7,994
Total non-current assets 17,082 17,480
Total assets 132,620 114,111




(1) Quarterly Consolidated Balance Sheets (continued)

(Millions of yen)
As of March 31, 2019  As of September 30, 2019
Liabilities
Current liabilities
Accounts payable - trade 18,278 7,757
Electronically recorded obligations 8,380 5,119
Short-term loans payable 337 273

Current portion of PFI and other project

finance loans 844 850
Income taxes payable 2,419 193
Advances received 16,075 19,681
Egz:;;ﬁﬁ (frolr warranties for completed 1361 1358
i’(r)(r)l;/rlsé(t): for loss on construction 517 506
Other current liabilities 8,111 5,618
Total current liabilities 56,326 41,450
Non-current liabilities
Long-term loans payable 1,847 1,660
PFI and other project finance loans 10,705 10,278
Liability for retirement benefit 4,603 4,531
Other non-current liabilities 107 115
Total non-current liabilities 17,262 16,585
Total liabilities 73,589 58,035
Net assets
Shareholders' equity
Capital stock 11,946 11,946
Capital surplus 15,080 15,080
Retained earnings 33,830 30,824
Treasury stock (0) (0)
Total shareholders’ equity 60,856 57,850
Accumulated other comprehensive
income
Valuation difference on available-for-
sale securities 49 >8
Foreign currency translation adjustment (371) (522)
;{lzrrrllseasurements of defined benefit (1,645) (1,454)
;l;l(ztoarlniccumulated other comprehensive (1.967) (1.918)
Non-controlling interest 142 143
Total net assets 59,031 56,075
Total liabilities and net assets 132,620 114,111




(2) Quarterly Consolidated Statement of Income and Quarterly Consolidated Statement of
Comprehensive Income

Quarterly Consolidated Statement of Income
(Millions of yen)

Six months ended
September 30, 2018

Six months ended
September 30, 2019

Net sales
Cost of sales

Gross profit

Selling, general and administrative
expenses

Operating loss
Non-operating income
Interest income
Dividends income
Foreign exchange gains
Miscellaneous income
Total non-operating income
Non-operating expenses
Interest expenses
Loss on disposal of non-current assets
Foreign exchange loss
Miscellaneous loss
Total non-operating expenses
Ordinary loss
Loss before income taxes
Income taxes

Net loss

Profit attributable to non-controlling
interests

Loss attributable to owners of parent

29,534 34,052
25,287 28,402
4,246 5,649
7,897 8,607
(3,651) (2,957)
104 88

53 44
249 —

0 11

408 144
108 99

4 6

— 150

0 7

112 264
(3,355) (3,077)
(3,355) (3,077)
(1,010) (877)
(2,344) (2,199)
23 2
(2,368) (2,202)
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(2) Quarterly Consolidated Statement of Income and Quarterly Consolidated Statement of
Comprehensive Income (continued)

Quarterly Consolidated Statement of Comprehensive Income

(Millions of yen)
Six months ended Six months ended
September 30, 2018 September 30, 2019

Net loss (2,344) (2,199)
Other comprehensive income

Valuation difference on available-for- 10 g

sale securities

Fo.reign currency translation (653) (150)

adjustment

Remeasurements of defined benefit 297 190

plans

Total other comprehensive (loss) / @15) 49

income
Comprehensive loss (2,760) (2,150)
(Details)

Comprehensive loss attributable to (2.784) 2.153)

owners of parent

Comprehensive income attributable to 3 )

non-controlling interests
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(3) Consolidated Statement of Cash Flows

(Millions of yen)

Six months ended

Six months ended

September 30, 2018 September 30, 2019
Cash flows from operating activities

Loss before income taxes (3,355) (3,077)
Depreciation 670 446
Amortization of goodwill 68 70
ilgtciizﬁzil(flgz;zzgg) in liabilities for 95) (122)
Ferement benetts 72) (13
Increasd(decrease) in provision for (121) 5
warranties for completed construction

Increase/(degrease) in provision for loss (19) 73
on construction contracts

Interest income and dividends income (157) (132)
Interest expenses 108 99
Foreign exchange loss/(gain) 271) 150
Loss on disposal of non-current assets 4 6
(e desrnsn s
(Increase)/decrease in inventory (9,468) (8,216)
e )y s nd (1708 as7e
Increase/(decrease) in advances received 6,720 3,599
aOcttI;:irt;:eélssh flows from operating (609) (670)
Subtotal 14,317 17,589
Interest and dividends income received 157 132
Interest expenses paid (106) (101)
Income taxes paid (1,842) (2,182)
Cash flows from operating activities 12,525 15,438
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(3) Consolidated Statement of Cash Flows (continued)

(Millions of yen)
Six months ended Six months ended
September 30, 2018 September 30, 2019
Cash flows from investing activities
Net (increase)/decrease in time deposits 34 23
Purchase of property, plant and (362) (652)
equipment
Purchase of intangible assets (116) (116)
Purchase of investment securities (55) (90)
Purchase of new consolidated — (430)
subsidiaries
Payments of loans receivable — 2)
Collection of loans receivable 18 17
Other cash flows from investing 1 1
activities
Cash flows from investing activities (478) (1,238)
Cash flows from financing activities
Repayments of short-term loans
payable (143) (192)
Repayments of PFI and other project (415) (420)
finance loans
Purchase of treasury stock 0) 0)
Cash dividends paid (751) (803)
Cash dividends paid to non-controlling ) 1)
interests
Cash flows from financing activities (1,312) (1,417)
Effect of exchange rate change on cash
and cash equivalents 2) (39)
Net.mcrease/(decrease) in cash and cash 10.731 12,742
equivalents
Cash and cash equivalents at April 1 24,977 27,796
Cash and cash equivalents at September 35,709 40,538

30
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(4) Notes to Quarterly Consolidated Financial Statements
Notes on Going Concern Assumption

No items to report.

Notes on Significant Changes in Shareholders' Equity

No items to report.

Application of Accounting Method Specific to Preparation of Quarterly Consolidated Financial
Statements

(Calculation of Tax Expenses)

Tax expenses are calculated by reasonably estimating the effective tax rate applied to income
before income taxes for the consolidated fiscal year including the six months ended September 30,
2019 after applying tax effect accounting, and multiplying such effective tax rate with income
before income taxes for the quarter.
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Segment Information

Six months ended September 30, 2018

Millions of yen)
Reportable segments
Plant Service Adjustments | Consolidated
Engineering | Solutions Total
Business Business
Net Sales
Sales to third 19,863 9,670 29,534 — 29,534
parties
Inter-segment
transactions and — — - - -
transfers
Net sales 19,863 9,670 29,534 — 29,534
Segment loss (1,753) (1,897) (3,651) — (3,651)

Note: Segment loss is based on operating loss. There is no difference between segment loss and operating loss

recorded on the quarterly consolidated statement of income.

Six months ended September 30, 2019

(Millions of yen)
Reportable segments
Plant Service . .
Engineering | Solutions Total Adjustments | - Consolidated
Business Business
Net Sales
Sales to third 21,404 12,648 34,052 — 34,052
parties
Inter-segment
transactions and — — - — -
transfers
Net sales 21,404 12,648 34,052 — 34,052
Segment loss (1,302) (1,655) (2,957) — (2,957)

Note: Segment loss is based on operating loss. There is no difference between segment loss and operating loss

recorded on the quarterly consolidated statement of income.

This document is an English convenience translation of a document that was originally
prepared in the Japanese language and is provided for convenience purposes only. Metawater
makes no representation or warranty that this document is a complete or accurate translation
of the original Japanese text, and is not intended to be relied upon. In the event that there is a
discrepancy between the Japanese and English versions, the Japanese version shall prevail.
This document is not intended and should not be construed as an inducement to purchase or
sell stock in Metawater.
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