Financial Section

Consolidated Financial Statement

The accompanying consolidated financial
statements in this section have been trans-
lated from the consolidated financial state-
ments included in the Securities Report of
FIELDS CORPORATION issued and submitted
in Japan.

In translating the consolidated financial
statements, certain modifications and re-
classifications have been made for the con-
venience of readers.

The consolidated financial statements for
the year ended March 31, 2016 were audited
by an independent auditor (BDO Sanyu & Co.)
whose report expressed an unqualified opin-
ion on those statements.
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Consolidated Financial Statement

Consolidated Balance Sheets

FIELDS CORPORATION and its Consolidated Subsidiaries At March 31, 2015 and 2016

Millions of Yen | Thousands of U.S. Dollars (Note 1) |

ASSETS 2015 2016 2016

Allowance for doubtful accounts (25) (20) (177)

Total current assets 71,014 52,934 469,772

Land 7,737 7,550 67,003

~ Buildings and structures 6513 3% 56,132
~ Toolsand furniture 4590 4520 40113
~ Machinery and vehicles 84 8¢ 763
~ Construction in progress 5 0 e
Total 18,953 18,551 164,634

_ Less: Accumulated depreciation | 6758) (7006 (63,045)
Property and equipment, net 12,197 11,447 101,588

Investments in unconsolidated subsidiaries and affiliates 8,505 4,180 37,096
~ Investment securites 6059 5536 49,130
C Goodwill 1618 1298 11519
~ Long-term loans receivable 3770 9729 86341
 Deferred taxassets g0 1618 14,359
~ Otherassets 7360 6925 61,457
~ Allowance for doubtful accounts (1,029 (1193  (10,587)

Total investments and other assets 27,104 28,094 249,325
Total assets ¥110,316 ¥ 92,478 $ 820,713

See accompanying notes to the consolidated financial statements.
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Millions of Yen | Thousands of U.S. Dollars (Note 1) |

LIABILITIES AND NET ASSETS 2015 2016 2016
CCurrentliabilities:
~ Notes and accounts payable-trade ¥33850 ¥12749  $113,143
~ Short-term bank loans 401k 1414 101,295

Current portion of long-term debt 42 8 70
*Income taxes payable 2345 60 6123
~ Accrued bonuses 3|y 375, 3328
© Accrued bonuses to directors and corporate auditors 282 24 1899
~ Other current liabilites 4859 4355 38649

Total current liabilities 45,773 29,809 264,545

Long-term debt, less current portion 8 - -
© Net defined benefit liabitity 521 63 5706
* Other long-term liabilities 3766 3732 33120

Total long-term liabilities 4,296 4,376 38,835
CNetassets:
Common stock:
"""" Authorized; 138,800,000 shares at March 31, 2015and 2016
© Issued; 34,700,000 shares at March 31, 2015 and 2016 7948 7948 70536
""" Capitalsurplus:
~ Additional paid-in capital 799 7994 70,944
~ Retained earnings 46049 477 392,057
© Treasury stock; 1,516,200 shares at March 31,2015 and 2016 (1,821)  (1.821)  (16,160)
Accumulated other comprehensive loss:
Unrealized loss on available-for-sale securities (567) (862) (7,649)
Foreign currency translation adjustments (1) (2) (17)
Remeasurements of defined benefit plans (109) (130) (1,153)
 Toatsccumutated iher comprehensive s em e e
Non-controlling interests 753 987 8,759
Total net assets 60,246 58,291 517,314
Total liabilities and net assets ¥ 110,316 ¥ 92,478 $ 820,713
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Consolidated Statements of Income

Millions of Yen | Thousands of U.S. Dollars (Note 1) |

2015 2016 2016

Net sales ¥ 99 554 ¥ 94,476 $ 838,445
Costofsales 71,086 68995 612,309

Gross profit 28,468 25,480 226,127
Selling, general and administrative expenses | 23707 26,060 213,604
~ Operating income 4760 411 12522
COther income(expenses):
" Interestand dividend income 22 25 2174
 Equityin earnings (losses) of affiliates 187 (92 8537
 Impairmentloss @y 79 (00
 Gainon sale of investment securities 47 198 1757
 Purchasediscount 280 485 4304
~Investincome from investment securites  — 183 1,624
_ Distributions from investments 185 8%

Amortization of investments in capital (254) (138) (1,224)
" Loss on waiver of receivables from affiliates ~~ —  (181)  (1428)
 Write-down of investments in affiliates ~~— (&) (127])
" Provision for doubtful receivables from affiliates ~~~ — (175 (1553)
© Other,net gy B) (275

Other income (expenses), net 995 (510) (4,526)

Income before income taxes 5,754 901 7,996
Clncometaxes:
CCurrent 2425 1243 11,031
©Deferred g1y (1241)

Total income taxes 2,430 427 3,789

Net income ¥ 3,324 ¥ 474 $ 4,206
CAttributable to:

Owners of the parent ¥ 3,018 ¥118 $ 1,047

Non-controlling interests 305 356 3,159

Yen U.S. Dollars (Note 1)

Earnings per share:
Basic earnings per share ¥90.97 ¥3.58 $0.03

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Comprehensive Income

Millions of Yen | Thousands of U.S. Dollars (Note 1) |

2015 2016 2016
Netincome ¥3324 Y476 $4206
_ Other comprehensive income (loss):
* Net unrealized loss on available-for-sale securities ~ (307) (293 (2600
Foreign currency translation adjustments (0) (0) (0)
 Remeasurements of defined benefit plans v @) a1
Total other comprehensive loss (290) (314) (2,786)
Total comprehensive income ¥ 3,034 ¥ 159 $ 1,411
Attributable to:
Owners of the parent ¥ 2,730 ¥ (196) $(1,739)
"~ Non-controlling interests 304 36 3159

See accompanying notes to the consolidated financial statements.

Consolidated Statements of Changes in Net Assets

Shares Millions of Yen
Number of Shares Common Stock Additional Paid-in Retained Treasur
of Common Stock Capital Earnings toc
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, SSUed
Balance at April 1, 2014 34,700,000 ¥7,948 ¥7,99% ¥ 44,548 ¥(1,821)
Cumulative effect of accounting _ _ _ _
142
L
Adjusted beginning balance 34,700,000 7,948 7,994 44,690 (1,821)
Net income attributable to _ _ _ 3,018 _

owners of the parent

Net change of item other than

shareholders’ equity h h a h -
Balance at March 31, 2015 34,700,000 7,948 7,994 46,049 (1,821)
Net income attributable to

- - - 118 -
owners of the parent
Cash dividends paid - - — (1,991) —
Additional acquisition of a
consolidated subsidiary’s - - 0) - -
stocks
Net change of item other than _ _ _ _ _

shareholders’ equity

Balance at March 31, 2016
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Millions of Yen

Other Comprehensive Income (Loss)

Unrealized Loss on Foreign Currency Remeasurements Non- Total Net
Available-for-sale Translation of Defined Benefit controlling Assets
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Securities  Adjustments  Plans o Interests oo
_BalanceatApril1,2014 ¥ A ¥(26) XA ¥ 58,753
Cumulative effect of accounting
- - - - 142
O ANg e
_Adjusted beginning balance @2 O (2 AT 58,895
Net income attributable to
- - - - 3,018
owners of the parent
Cash dividends paid - - — - (1,659)
Net change of item other than
shareholders’ equity (305) ©) 17 280 ®)
Balance at March 31, 2015 (567) ) (109) 753 60,246
Net income attributable to
- - - - 118
OIS Of R DAl Nt e
_Cashdividendspaid T T T S LA
Additional acquisition of a
consolidated subsidiary’s - - - - (0)
B OOKS e eeeeeeeeeeee oo eeeeee Ao eee L oeeee oL oottt oo seee e oeeee et seeeeee e seseereereeesesee
Net change of item other than
_shareholders' equity @9 R e
_BalanceatMarch 31,2016 ¥e2) Q ¥(30) ¥ ¥58.291
Thousands of U.S. Dollars (Note 1)
Common Stock  Additional Paid-in Capital Retained Earnings Treasury Stock
_BalanceatMarch31, 2015 $705% 870944 $408670  $(16160)
Net income attributable to owners of _ _ 1,047 _
A Pa Nt
_Cashdividendspaid S L4110 S T
Additional acquisition of a consoli- _ ©) _ _
dated subsidiary’s stocks
Net change of item other than share- _ _ _ _
Olders Uity
Balance at March 31, 2016 $ 70,536 $ 70,944 $ 392,057 $ (16,160)

Thousands of U.S. Dollars (Note 1)

Other Comprehensive Income (Loss)

Unrealized Loss on Foreign Currency Remeasurements Non-controlling Total Net Assets
Available-for-sale Translation of Defined Benefit Interests
Securities Adjustments Plans
Balance at March 31, 2015 $ (5,031) $(8) $ (967) $ 6,682 $ 534,664
Net income attributable to _ _ _ _ 1,047
oWmers of the pare Nt
_Cashdividendspaid T T T 17689
Additional acquisition of a
consolidated subsidiary’s - - - - (0)
stocks
Net change of item other
than shareholders'equity 00 ] 2 T
Balance at March 31, 2016 $ (7,649) $(17) $(1,153) $ 8,759 $517,314

See accompanying notes to the consolidated financial statements.
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Consolidated Statements of Cash Flows

Millions of Yen | Thousands of U.S. Dollars (Note 1) |

2015 2016 2016
Operating activities:
~ Income before income taxes ¥5754 ¥901  $799%
"""" Adjustments:
 Depreciation and amortization 2187 2273 20172
~ Impairmentloss 2 79 701
~ Amortization of goodwill 35 36 2893
~ Purchasediscount (89 (48 (4,304)
 Equity in losses (earnings) of affiliates ~ (8) 92 i 8,537
~ Amortization of investments in capital 454 264 2362
~ Gainonsale of investment securites (47 (198  (1,757)
~ Notesand accounts receivable-trade | 17,2 36663 325,372
© lnventories 1396 8 763
Merchandising rights advances (966) 939 8,333
~ Accounts payable-trade 1317 (22.828) (202,591)
©Other g 41 (21,938)
Subtotal (7,369) 16,509 146,512
Interestand dividends received 26 257 2,280
~ Interestpaid . qay) B0 (266)
~ Incometaxespaid (1950 (3382 | (30,014)
Net cash provided by (used in) operating activities (9,086) 13,353 118,503
Clnvesting activities:
~ Purchases of property and equipment ~ (1587)  (94)  (8,395)
~ Proceeds from sale of property and equipment 380 638 5,662
 Purchases of intangible assets ~~ (1665) (848  (1525)
~ Proceeds from sale of investment securites 88 216 1916
* Increase in loans receivable 20 (7121) | (63,196)
 Collectionon loans 788 2502 22,204
E’irdoi;?ieedss’, Lrtc;::nkgurchase of newly consolidated sub _ 652 5,786
o 5 ;)ggiisb:ggr;efundoflnvestmentsmanunconsoll_3110 """"""""""""""" 00 |
S Other @19 @) (3496)
Net cash used in investing activities (6,297) (2,191) (19,444)
Financing activities:
Increase in short-term bank loans, net 3,380 7,400 65,672
Cash dividends paid (1,658) (1,990) (17,660)
Other (96) (193) (1,712)
Net cash provided by financing activities 1,624 5,214 46,272
Foreign currency translation adjustments on cashand ~~ _ o
cash equivalents
_ Netincrease (decrease) in cash and cash equivalents | 137600 16377 145,340
' Cashand cash equivalents at beginning of the year 29583 15823 140,424
Cashand cash equivalents at end of the year ¥15823 ¥32200 $ 285,764

See accompanying notes to the consolidated financial statements.
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Notes to the Consolidated Financial Statements

1. Basis Of Presentation Of Consolidated Financial Statements

FIELDS CORPORATION (the “Company”) and its consolidated subsidiaries maintain their accounts and records in
accordance with accounting principles generally accepted in Japan (“Japanese GAAP”), which are different from
International Financial Reporting Standards ("IFRS”) and accounting standards generally accepted in the United
States of America as to accounting and disclosure requirements.

The accompanying consolidated financial statements are translated into English from the consolidated finan-
cial statements issued domestically in Japan. Certain modifications and reclassifications have been made for the
convenience of readers unfamiliar with Japanese GAAP presentation rules and methods. In addition, certain rear-
rangements have been made to the 2015 consolidated financial statements to conform to the classifications used
in 2016.

The consolidated financial statements are stated in Japanese yen. The translations of the Japanese yen amounts
into U.S. dollar amounts are included solely for the convenience of readers, using the prevailing exchange rate at
March 31, 2016, which was ¥112.68 to U.S. $1.00. The convenience translations should not be construed as repre-
sentations that the Japanese yen amounts have been, could have been, or could in the future be converted into U.S.
dollars at that or any other rate.

The Japanese yen amounts in millions are rounded down to the nearest million, by which the translations into U.S.
dollar amounts are computed. U.S. dollar amounts in thousands are also rounded down to the nearest thousand.

2. Summary of Significant Accounting Policies

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and significant sub-
sidiaries (collectively, the “Group”) that are controlled by the Company. Under the effective control approach, all
majority-owned companies and companies effectively controlled by the Company are consolidated. Additionally,
those companies over which the Company is able to directly or indirectly exercise control are to be consolidated
even if the holding ratio equals to 50% or less.

All significant inter-company balances and transactions are eliminated in consolidation. All material unrealized
profit included in assets resulting from transactions within the Group is eliminated. In eliminating investments in
subsidiaries, the assets and liabilities, including the portion attributable to non-controlling interests, are evaluat-
ed at fair value at the time the Company acquired control over the respective subsidiaries. The closing date of the
consolidated subsidiaries is the same as that of the Company.

The difference between total acquisition costs and underlying fair value of the acquired company is recognized
as goodwill, and is amortized on a straight-line basis over an estimated period of no more than 10 years.

Under the control concept, companies over which the Company has the ability to exercise significant influence
through investment, personnel, financing, technology, or other relationships are accounted for under the equity
method. Investments in companies other than those consolidated or accounted for under the equity method are
accounted for under the cost method. If the equity method had been applied to the investments in those compa-
nies, the effect on the consolidated financial statements would not have been significant.
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Scope of Consolidation and Application of the Equity Method
Numbers of subsidiaries and affiliates at March 31, 2015 and 2016 are as follows:

Number of Companies

2015 2016
Consolidated subsidiaries 15 16
Unconsolidated subsidiaries not accounted for under the equity ¢
method
 Affilates accounted for under the equitymethod 99
Affiliates not accounted for under the equity method 2 2

The consolidated subsidiaries and holding ratio of the Company at March 31, 2015 and 2016 are as follows:

Holding Ratio

2015 2016

Fields Jr. Corporation 100.0 % 100.0 %
CMICROCABINCORP. 00 1000
" Lucent Pictures Entertainment, Inc. 1000 1000
Total Workout premium management Inc. 90 950
FutureScope Corp. g3y %4
Digital Frontier Inc. g9 86.9
Digital Frontier (Taiwan) Inc. 89 86.9
FlyStudioSdn,Bd &0 843
CGEMBAInc. . me 739
 NEXENTERTAINMENTCO. LTD. &8 69.8
' BOOOM Corporaton . s90 510
Teuburaya Productions Co, Ltd. s 510
XAAXInc. . so 510
CKK.CROSSALPHA - 1000
Cspiky Corporation = 1000

Note:
Year ended March 31, 2015
There were no changes in the scope of consolidation.
Year ended March 31, 2016
The Company acquired 100% shares of K.K. CROSSALPHA (formerly known as KK Aristocrat Technologies, renamed on Oc-
tober 1, 2015). As a result, K.K. CROSSALPHA and Spiky Corporation, its subsidiary, became consolidated subsidiaries of the
Company.
IP Bros. Inc., a former consolidated subsidiary, was absorbed into FutureScope Corp., a consolidated subsidiary, through a

merger.

The following table summarizes proceeds from purchase of newly consolidated subsidiaries’ stocks
and fair value of assets and liabilities at the time of initiating consolidation:
(K.K. CROSSALPHA and Spiky Corporation)

Millions of Yen Thousands of U.S. Dollars

Current assets ¥ 2,952 $ 26,198
Non-currentassets B3 4,641
BOOOWI S

Current liabilities (2,859) (25,372)
CLong-term liabilities ©n (5,386)
CAcquisitioncost a5 133
Cash and cash equivalents held by K.K. CROSSALPHA and Spiky o oo
Corporation ] o

Proceeds from purchase of newly consolidated subsidiary’s stocks ¥ 652 $5,786
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Cash Equivalents

Cash equivalents are defined as low-risk, highly-liquid, short-term investments with an initial maturity of three
months or less that are readily convertible to cash.

Valuation of Inventories

Inventories are stated at cost, determined by the following methods:

Used machines: the specific identification method
The Company

Merchandise Other: the moving-average method
Consolidated subsidiaries the gross-average method
Workinprocess  Consolidated subsidiaries the specific identification method
Raw materials The Company and consolidated subsidiaries - the moving-average method
Supplies The Company and consolidated subsidiaries - the last purchase price method

If acquisition cost of an inventory exceeds its net selling value, the carrying amount of such inventory would be
written down to its net selling value and the difference would be charged to income.

Investment Securities

Investment securities are classified and accounted for, depending on management’s intent, as follows: (1)
held-to-maturity securities, which are expected to be held to maturity with a positive intent and an ability to hold
to maturity are reported at amortized cost; and (2) available-for-sale securities are reported at fair value, with
unrealized gains and losses, net of applicable taxes, reported in a separate component of net assets. Available-
for-sale securities whose fair value is not readily determinable are stated at cost determined by the moving-aver-
age method.

For other-than-temporary declines in fair value, investment securities are reduced to net realizable value and
charged to income.

Property and Equipment

Property and equipment are stated at cost determined principally by the declining-balance method, whereas the
straight-line method is applied to buildings acquired on or after April 1, 1998.

The ranges of useful lives of depreciable assets are as follows:

Buildings and structures 2-50 years
Tools and furniture 2-20 years
Machinery and vehicles 2-12 years

ASBJ Guidance No. 6, “Guidance for Accounting Standard for Impairment of Fixed Assets” (revised on May17,
2012), requires an entity to review its long-lived assets for impairment whenever events or changes in circum-
stances indicate that the carrying amount of an asset or asset group may not be recoverable. An impairment loss
is recognized if the carrying amount of an asset or asset group exceeds the sum of the undiscounted future cash
flows expected to result from the continued use and eventual disposition of the asset or asset group. An impair-
ment loss is measured as the amount by which the carrying amount of the asset exceeds its recoverable amount,
which is the higher of the discounted future cash flows from the continued use and eventual disposition of the as-
set or the net selling price at disposition. Acquisition costs of impaired long-lived assets are directly deducted in
recognizing impairment losses.
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Intangible Assets

Software for internal use is amortized over a period of no more than five years by the straight-line method.

Allowance for Doubtful Accounts

Allowance for doubtful accounts is provided at an amount based on past collection experience and evaluation of
potential losses in the receivables outstanding.

Accrued Bonuses

Bonuses to employees are accrued at the estimated amount which the Group is obligated to pay to employees af-
ter the balance sheet date, based on services provided during the period.

Bonuses to Directors and Corporate Auditors

Bonuses to directors and corporate auditors are accrued at the year-end to which such bonuses are attributable.

Retirement Benefits

The Company and certain consolidated subsidiaries have an unfunded defined benefit retirement plan with lump-
sum payments, as well as defined contribution retirement plans.

Effective April 1, 2014, the Company applied ASBJ Statement No. 26, “Accounting Standard for Retirement Bene-
fits” (issued on May 17, 2012), and ASBJ Guidance No. 25, “Guidance on Accounting Standard for Retirement Ben-
efits” (issued on March 26, 2015), in accordance with Section 35 of the aforementioned standard and Section 67
of the aforementioned guidance. In applying the new standard and guidance, the Company reviewed the determi-
nation method of retirement benefit obligations and current service costs, and changed: (1) the method of attrib-
uting expected benefit to periods from the straight-line basis to the benefit formula basis; and (2) the method to
determine the discount rate under which a single weighted average discount rate reflecting the estimated timing
and amount of benefit payment is used.

In applying the new standard and guidance, the effects of amendments in the determination method of retire-
ment benefit obligations and current service costs were recognized as an adjustment of the opening balance of
retained earnings as of April 1, 2014 in accordance with the tentative treatment stipulated in Section 37 of the
new standard.

As a result, the effects of applying the new standard and guidance were to decrease net defined benefit liability
by ¥220 million ($1,830 thousand) and to increase retained earnings by ¥142 million ($1,181 thousand) as of April
1, 2014. The effects on operating income, ordinary income, and income before income taxes and minority interests
were to increase each by ¥13 million ($108 thousand). The effect on per share figures is to increase basic earn-
ings per share ("EPS”) by ¥0.42 ($0.00).

Translation of Foreign Currencies

Current and non-current monetary assets and liabilities denominated in foreign currencies are translated into
yen at the exchange rates at the balance sheet date. Gains and losses arising from translations are charged to in-
come in the year they are incurred.

The Company translates the revenue and expense accounts of its overseas consolidated subsidiaries at the av-
erage rates of exchange of the year. The balance sheet accounts, except for net assets accounts, are translated
into yen at the exchange rates of the balance sheet date. Net asset accounts are translated at their historical ex-
change rates. The differences arising from translations are included in foreign currency translation adjustments.

FIELDS CORPORATION ANNUAL REPORT 2016



Financial Section > Consolidated Financial Statement

Derivative Financial Instruments and Hedging Accounting
Japanese GAAP for derivative financial instruments:

Derivative financial instruments are stated at fair value at the balance sheet date and changes in fair value are
recognized as gains or losses. If derivative financial instruments are used as hedges and meet certain hedging
criteria, a company defers recognition of gains or losses resulting from changes in fair value of derivative finan-
cial instruments until the related gains or losses on the hedged items are realized.

Group’s management policy for derivative transactions:

The Company utilizes financial instruments with embedded derivative instruments for effective use of surplus
funds. The Company does not enter into derivative transactions unless they are considered secure with underlying
low risks. The Group does not enter into derivative transactions for speculative purposes.

Risk management for derivative transactions:

The Group enters into derivative transactions only with major financial institutions with favorable credit ratings,
thereby reducing credit risk exposure for non-performance. The Accounting and Finance Department is engaged
in managing derivative transactions, and all derivative transactions are executed, monitored, and managed in ac-
cordance with internal authorization policies.

Asset Retirement Obligations

Effective from the year ended March 31, 2011, the Company adopted ASBJ Statement No. 18, “Accounting Stan-
dard for Asset Retirement Obligations,” and ASBJ Guidance No. 21, "Guidance on Accounting Standard for Asset
Retirement Obligations.” The accounting standard requires legal obligations associated with the retirement of
long-lived assets to be recognized as the sum of the discounted cash flows required for future asset retirement
at the time that the obligations are incurred. If the asset retirement obligation cannot be reasonably estimated,
such obligation should be recognized as a liability in the period when it becomes reasonably estimated. Upon ini-
tial recognition of a liability, the cost is capitalized as part of the related long-lived assets and depreciated over
the remaining estimated useful life of the related asset. The Company did not have any material asset retirement
obligations at March 31, 2014 and 2015.

Income Taxes

The asset and liability approach is used to recognize deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the carrying amounts and the tax bases of assets and liabilities.
Deferred taxes are determined by applying currently enacted tax laws to the temporary differences. Change in the
statutory tax rate is recognized as income or loss in the period the new tax rate is enacted. A valuation allowance
is provided for deferred tax assets when considered tax benefit would not be realized.

Revenue Recognition
Revenue of the Group primarily consists of distribution sales and agency sales.
For distribution sales:

The Group purchases pachinko and pachislot machines from manufacturers and sells them to pachinko halls. The
Group recognizes revenue when merchandise is shipped to the halls.

For agency sales:

The Group acts as an agent between manufacturers and pachinko halls to provide various services related to the
distribution of pachinko and pachislot machines. The Group receives commissions from the manufacturers for
this agency service. The services are completed when the Group collects sales proceeds from pachinko halls, and
remits the proceeds to the manufacturers. Revenue is recognized when services are completed.
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Leases

In March 2007, the ASBJ issued ASBJ Statement No. 13, “Accounting Standard for Lease Transactions,” which
revised the previous accounting standard for lease transactions issued in June 1993. The revised accounting stan-
dard for lease transactions is effective for fiscal years beginning on or after April 1, 2008.

Under the previous accounting standard, finance leases that deemed to transfer ownership of the leased proper-
ty to the lessee were to be capitalized; however, other finance leases were permitted to be accounted for as oper-
ating lease transactions if certain “as if capitalized” information is disclosed in the notes to the lessee’s financial
statements. The revised accounting standard requires that all finance lease transactions be capitalized recogniz-
ing lease assets and lease obligations in the balance sheet. In addition, the revised accounting standard permits
leases which existed at the transition date and do not transfer ownership of the leased property to the lessee to
be accounted for as operating lease transactions.

The Company adopted this revised accounting standard as of April 1, 2008, applying the permission discussed
above to leases which existed at the transition date and do not transfer ownership of the leased property to the
lessee.

Consumption Tax

Consumption tax is imposed on all domestic consumption of goods and services (with certain exemptions). The
consumption tax imposed on the Group’s sales to customers is withheld by the customers at the time of sale and
is subsequently paid to the Japanese government. Consumption tax withheld upon sale is not included in “Sales”
and consumption tax payable by the Group on the purchases of goods and services from vendors is not included in
costs or expenses. The net balance of consumption tax withheld and payable is included in “"Other current assets”
or “Other current liabilities” in the accompanying consolidated balance sheets.

Earnings Per Share ("EPS”)

Basic EPS is computed based on the average number of shares of common stock outstanding during the period.
Diluted EPS reflects all of the potential dilution that could occur if securities or other contracts to issue common
stock were exercised.

Diluted EPS for the years ended March 31, 2015 and 2016 is not presented because the Company did not have
any kind of securities with potential dilutive effect.

Accounting Changes

Effective April 1, 2015, the Company applied "Revised Accounting Standard for Business combinations” (Statement
No. 21, issued by Accounting Standards Board of Japan ("ASBJ") on September 13, 2013), "Revised Accounting
Standard for Consolidated Financial Statements” (Statement No. 22, issued by ASBJ on September 13, 2013) and
"Revised Accounting Standard for Business Divestitures” (Statement No. 7, issued by ASBJ on September 13,
2013). In applying the new standards, the Company recognized the difference associated with changes in equity in
subsidiaries remaining under the control of the Company as additional paid-in capital, and changed the account-
ing treatment of acquisition-related costs to the method under which such costs are recorded as expenses for the
fiscal year they are incurred. For business combinations implemented on or after April 1, 2015, the accounting
method has been changed to reflect the adjustments to the allocated amount of acquisition costs on the finaliza-
tion of the provisional accounting treatment in the consolidated financial statements for the year containing the
date of the business combinations. In addition, the Company changed the presentation manner of net income and
other items. In the new presentation manner, minority interests are presented as non-controlling interests. To
reflect these changes, certain reclassifications have been made to the consolidated financial statements for the
year ended March 31, 2015.

The Company applied the new standards prospectively from the beginning of the year ended March 31, 2016 in
accordance with the transitional treatments as prescribed in article 58-2 (4) of Revised Accounting Standard for
Business combinations, article 44-5 (4) of Revised Accounting Standard for Consolidated Financial Statements,
and article 57-4 (4) of Revised Accounting Standard for Business Divestitures.

FIELDS CORPORATION ANNUAL REPORT 2016



Financial Section > Consolidated Financial Statement

As a result, the effect of applying the new standard was to decrease operating income and income before income
taxes for the year ended March 31, 2016 each by ¥105 million ($931 thousand). The effect on the amount of earn-
ings per share was to decrease basic earnings per share for the year ended March 31, 2016 by ¥3.16 ($0.02). The
effect on the amount of additional paid-in capital as of March 31, 2016 was not significant.

In the consolidated statements of cash flows for the year ended March 31, 2016, cash flows from additional pur-
chase or partial sale of a subsidiary’s shares are included in cash flows from financing activities, whereas cash
flows from related costs of acquisition of a new subsidiary or related costs of additional purchase or partial sale
of a subsidiary’s shares are included in cash flows from operating activities.

The effect on the amount of additional paid-in capital in the consolidated statements of changes in net assets
for the year ended March 31, 2016 was not significant.

Changes in Presentation

Prior to April 1, 2015, commission income received from affiliates was recorded in "other” of "other income” in
the consolidated statements of income. Effective April 1, 2015, the Company changed the accounting treatment of
commission income to record it as a deduction of selling, general and administrative expense in order to clarify
the burden of costs and to classify profit and loss more appropriately. As a result, ¥16 million of such commission
income recorded in other of other income in the consolidated statement of income for the year ended March 31,
2015 was reclassified to a deduction of selling, general and administrative expenses.

Use of Estimates

The accompanying consolidated financial statements include amounts based on certain estimates and assump-
tions. The actual results may differ from those estimates and assumptions.

3. Inventories

Inventories at March 31, 2015 and 2016 consisted of the following:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016

Merchandise ¥ 239 ¥ 346 $ 3,070
Work in process 1414 259 23,038
_Raw materials and supplies 8 78 692

Total ¥1,736 ¥3,020 $ 26,801

The Group provides for anticipated losses arising from software development contracts. Allowance for losses aris-
ing from software development contracts, which is included in other current liabilities , as of March 31, 2016 was ¥77
million ($683 thousand).

4. Financial Instruments And Related Disclosures

(1) Policy for financial instruments

Basically, the Group’s use of its surplus funds is limited to low-risk financial assets. The Group finances its work-
ing capital by short-term bank loans. For mid- or long-term cash demands, the way of raising funds is deter-
mined after considering the market environment and its purposes. The Group utilizes derivative financial instru-
ments only for hedging risks and does not enter into derivative transactions for speculative purposes.
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(2)Nature, risks arising from financial instruments, and risk management

Notes and accounts receivable and electronically recorded monetary claims arise during the ordinary course of
business and are subject to the credit risks of customers. Each division controls these risks by reviewing out-
standing balances and due dates of each customer in accordance with internal rules for controlling receivables,
as well as by monitoring customers’ financial conditions to promptly obtain information about possible bad debts.

Most investment securities are related to capital and/or operating alliances with business partners, and are subject to
market value volatility risks. In order to control these risks, fair value, the financial condition of investees, and related
business relationships are periodically reviewed by the Planning and Administration Division in accordance with internal
rules for controlling investment securities.

The Group utilizes forward exchange contracts to hedge currency risk arising from forecasted transactions de-
nominated in foreign currencies. The Group enters into derivative contracts only with highly trustworthy financial
institutions to reduce credit risk. The Planning and Administration Division controls these risks in accordance
with internal rules for controlling derivative transactions.

Notes and accounts payable arise during the ordinary course of business and are payable within one year. In-
come taxes payable include corporation tax, inhabitants’ tax, and enterprise tax and are payable within one year.
These items are subject to liquidity risks of default. To control these risks, the Planning and Administration Divi-
sion prepares and updates cash-flow plans and maintains appropriate amounts of ready liquidity based on reports
from internal sections.

Fair value of financial instruments is based on quoted prices in active markets. If quoted price is not available,
other rational valuation techniques are used instead. Because such valuation techniques include certain assump-
tions, results may differ if different assumptions are used in the valuation.

Financial instruments whose fair values are readily determinable at March 31, 2015 are as follows:

Millions of Yen

Carrying Amount Fair Value Difference

Assets:

Less: Allowance for doubtful accounts (24)

Net amount 45,863 45,863
""" (3) Investment securities
 (a) Held-to-maturity securites 200 207 7
 (b) Available-for-sale securities ! 5520 55200 -
""" (4) Long-term loans receivable 37700
"""""" Less: Allowance for doubtful accounts ~ (93%)

Net amount 2,835 2,846 "

Total ¥ 70,242 ¥ 70,261 ¥18
Liabilities:
""" (5) Notes and accounts payable 3380 3380
(6 Short-termbank loans 4014 4014 =
© (7) Current portion of long-termdebt 4 4 0
(8 Income taxes payable 2345 2345 =
(9 Long-termdebt g s ©

Total ¥ 40,261 ¥ 40,261 ¥0

Notes:

(1), (2), (5), (6), and (8)—As these items are settled within a year and have fair values approximately equal to their carrying
amounts, they are stated at the carrying amounts.

(3)—Fair value of equity securities is stated at market price whereas that of debt securities is stated at amount obtained
from financial institutions. Fair value information categorized by holding purposes of investment securities is discussed in
Note 5.

(4)—Fair value of long-term loans receivable is stated at present value of future cash flows. Discount rate is computed by
adding spreads to appropriate indices, such as yield of Japanese government bonds.

(7) and (9)—Long-term debt comprises bank loans. Fair value of bank loans is stated at present value of the total amount
of its principal and interest discounted by an assumed rate that would be applicable to bank loans financed under the same
conditions.
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Financial instruments which do not have quoted market prices and whose fair value is not reliably determinable
are not included in the tables above. Such financial instruments at March 31, 2015 are as follows:

Millions of Yen

Balance included in the consolidated balance sheet

Investment securities ¥ 338
" Investments in unconsolidated subsidiaries 70
nvestments in affiliates 843

Total ¥ 8,843

Detailed information about investment securities is discussed in Note 5.

Financial instruments whose fair values are readily determinable at March 31, 2016 are as follows:

Millions of Yen

Carrying Amount Fair Value Difference
Assets
(1) Cash and cash equivalents ¥32200 ¥32200 ¥—
""" (2) Notes and accounts receivabe 852
"""""" Less: Allowance for doubtfulaccounts (19
Net amount 8,542 8,542 =
""" (3) Electronically recorded monetary claims 1142
"""""" Less: Allowance for doubtfulaccounts @
Net amount 1,142 1,142 =
""" (4) Investment securities
 (a) Held-to-maturity securities 200 20 0
 (b) Available-for-sale securities 1 5006 5006 -
""" (5) Long-term loans receivable 9729
"""""" Less: Allowance for doubtful accounts (1,109
Net amount 8,619 8,629 10
Total ¥ 55,711 ¥ 55,721 ¥10
Liabilities
© (6) Notes and accounts payable 2749 2749 =
(7 Short-term bank loans nas nas o =
(8 Currentportion of long-termdebt 8§ s 0
(9 Income taxes payable 60  e0 =
Total ¥ 24,863 ¥ 24,863 ¥0
Derivative transactions ¥ (13) ¥ (13) W=
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Thousands of U.S. Dollars

Carrying Amount Fair Value Difference
Assets
(1) Cash and cash equivalents $285764 $285764 $—
""" (2) Notes and accounts receivable 75985
"""""" Less: Allowance for doubtful accounts ~ (168)
,,,,,,,,,,, Netamount e N —
(3) Electronically recorded monetary claims 10,134
"""""" Less: Allowance for doubtfulaccounts (@
Net amount 10,134 10,134 -
""" (4) Investment securities
 (a) Held-to-maturity securites 77 177 0
(b Available-for-sale securites . 426 4i26 =
_(®)Long-term loansreceivable 836
Less: Allowance for doubtful accounts (9,842)
Net amount 76,490 76,579 88
Total $ 494,417 $ 494,506 $ 88
Liabilities:
©(6) Notes and accounts payable 13143 M43 =
© (7) Short-term bank loans 101295 01295 -
(8 Currentportion of long-termdebt 7] 70 0
©(9)Income taxes payable 61238 6123 -
Total $ 220,651 $ 220,651 $0
Derivative transactions $ (115) $ (115) $—

Notes:

(1), (2), (3), (6), (7) and (9)—As these items are settled within a year and have fair values approximately equal to their carry-
ing amounts, they are stated at the carrying amounts.

(4)—Fair value of equity securities is stated at market price whereas that of debt securities is stated at amount obtained
from financial institutions. Fair value information categorized by holding purposes of investment securities is discussed in
Note 5.

(5)—Fair value of long-term loans receivable is stated at present value of future cash flows. Discount rate is computed by
adding spreads to appropriate indices, such as yield of Japanese government bonds.

(8)—Current portion of long-term debt comprises bank loans. Fair value of bank loans is stated at present value of the total
amount of its principal and interest discounted by an assumed rate that would be applicable to bank loans financed under
the same conditions.

Derivative transactions are calculated based on the prices provided by the counterparty financial institutions and stated at a

net amount of derivative assets and liabilities.
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Financial instruments which do not have quoted market prices and whose fair value is not reliably determinable
are not included in the tables above. Such financial instruments at March 31, 2016 are as follows:

Millions of Yen Thousands of U.S. Dollars
Balance included in the consolidated balance sheet
~Investment securites ¥z $2928
~ Investments in unconsolidated subsidiaries 6 230
~ Investmentsinaffilates 4154 36865
Total ¥ 4,510 $ 40,024

Detailed information about investment securities is discussed in Note 5.

Maturity analysis for financial assets at March 31, 2016 is as follows:

Millions of Yen

Due within One Due after One Due after Five Due after Ten
Year Year through Years through Years
Five Years Ten Years

(1) Cash and cash equivalents ¥ 32,200 M= ¥ — ¥ —
" (2) Notes and accounts receivable 852 - - -
* (3) Electronically recorded monetary claims - 162 - - -
(&) Investment securities
* Held-to-maturity securities - - - 200
" (5) Long-term loans receivable - 916 - -

Total ¥ 41,905 ¥9,156 ¥ — ¥ 200

Thousands of U.S. Dollars

Due within One Due after One Due after Five Due after Ten
Year Year through Years through Years
Five Years Ten Years

(1) Cash and cash equivalents $ 285,764 $ — $ — $—
" (2) Notes and accounts receivable 75985 - - -
* (3) Electronically recorded monetary claims 013 - - -
(&) Investment securities
* Held-to-maturity securities - - - 1774
" (5) Long-term loans receivable - 81w - -

Total $ 371,893 $ 81,256 $— $1,774

Notes:

(1) Long-term loans receivable in the tables above are stated after deducting the allowance for doubtful accounts of ¥1,476
million ($13,099 thousand).

(2) Long-term loans receivable in the consolidated balance sheet are stated after deducting ¥903 million ($8,013 thousand)

because of applying the equity method.
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5. Investment Securities

(@) The following table summarizes information of held-to-maturity securities and available-for-sale securities
with available fair values at March 31, 2015 and 2016:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016

Held-to-maturity securities:
o Eﬁéi?sce|ncludedmtheconsolldatedbalance¥200 """""""""""""""" o | G070
© Fairvalue 201 200 1774
Available-for-sale securities:
""" —Equity securities
© Acquisitioncost 6263 6252 55,484
© Fairvalue 5420 5006 . 46,426
 Netunrealizedloss (g (1,246) | (11,057)
—Debtsecurites
L Aequisitioncost TV T
Fair value 100 - -

(b) The following table summarizes carrying value of available-for-sale securities whose fair value is not readily
determinable at March 31, 2015 and 2016:

Millions of Yen | Thousands of U.S. Dollars |

2015 2016 2016
Stocks ¥ 338 ¥ 330 $2,928

(c) The following table summarizes information of available-for-sale securities sold during the years ended March
31, 2015 and 2016:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016
— Other
 Proceeds ¥828  ¥216  $1916
 Realizedgains 4 198 1757

6. Fair Value Of Derivative Transactions

Fair values of the Group’s derivative financial instruments at March 31, 2015 and 2016 are as follows:

Millions of Yen

2015
Contract Amount
Within One Year Over One Year Fair Value Valuation Gain
Financial instruments with embedded deriv- v — ¥ 71 ¥ 100 ¥ 28

ative instruments (Non-listed)
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Notes:

(1) The fair value in the table above is stated at an amount obtained from financial institutions, which are the counterparties
of the derivative transactions.

(2) The valuation gain and loss in the table above are computed based on the fair value of the financial instruments with em-
bedded derivative instruments taken as a whole because they cannot be reasonably bifurcated and remeasured.

(3) Contract amounts in the table above are stated at the book value as of the beginning of the fiscal year.

(4) Financial instruments with embedded derivative instruments (non-listed) of ¥71 million as of March 31, 2015 will be re-

deemed within a year through an early redemption.

Millions of Yen

2016

Contract Amount

Valuation Gain

Within One Year Over One Year Fair Value 0s5)

Foreign currency forward contract (Non-listed) _
Long position: U.S. dollar ¥160 ¥ ¥(13) ¥(13)

Thousands of U.S. Dollars

2016

Contract Amount

Valuation Gain

Within One Year Over One Year Fair Value Loss)

Foreign currency forward contract (Non-listed) _
Long position: U.S. dollar $1.419 $ $(115) $ (115)

Notes:
The fair values in the table above are stated at an amount obtained from financial institutions, which are the counterparties

of the derivative transactions.

7. Long-Lived Assets

The Group reviewed its long-lived assets for impairment at March 31, 2015 and 2016 and, as a result, recognized
impairment loss of ¥12 million and ¥79 million ($701 thousand), respectively.

For the year ended March 31, 2015, ¥1 million of tools and furniture for a restaurant facility was written down to
zero because the Company decided to discontinue the facility. In addition, ¥10 million of buildings and structures
of an office space was written down to zero because the Company decided to relocate.

For the year ended March 31, 2016, ¥18 million ($159 thousand) of buildings and structures and ¥9 million ($79
thousand) of tools and furniture for a restaurant facility were written down to zero because the Company decided
to discontinue the facility. In addition, ¥50 million ($443 thousand) of buildings and structures and ¥1 million ($8
thousand) of tools and furniture for an office space was written down to zero because the Company decided to re-
locate.

8. Leases

The Group leases certain tools and furniture under operating lease contracts. The minimum rental commitments
under noncancelable operating leases at March 31, 2015 and 2016 were as follows:

Millions of Yen ! Thousands of U.S. Dollars !

2015 2016 2016

Due within one year ¥ 364 ¥1,013 $ 8,990
Dueafteroneyear 583 48 4330

Total ¥ 947 ¥ 1,501 $ 13,320
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9. Short-term Bank Loans and Long-term Debt

The average interest rates applicable to the short-term bank loans were 0.45% and 0.34% at March 31, 2015 and
2016, respectively.

The following table summarizes the Group’s long-term debt at March 31, 2015 and 2016:

Millions of Yen Thousands of U.S. Dollars
2015 2016 2016
Long-term debt:
""" Long-term bank loans due October 20, 2016
Current portion with weighted average interest rate
of1.43%pin 2015 and 1.3§%in 2016 ’ ¥42 ¥8 il
© Non-current portion with weighted average interest o _
rate of 1.32% in 2015
Total ¥50 ¥8 $70

No assets were pledged as collateral for the long-term debts at March 31, 2016.

10. Credit Lines

The Group entered into line of credit and overdraft agreements with banks for the purpose of efficient manage-
ment of operation funds. The following is the summary of the line of credit at March 31, 2015 and 2016:

Millions of Yen Thousands of U.S. Dollars

2015 2016 2016

Total amount of the line of credit ¥ 32,000 ¥ 32,000 $ 283,990
Outstanding balance (3800) (11,320) (100,461)
" Remaining amount of the line of credit ¥28200 ¥20680 $183528

11. Retirement Benefits

Changes in defined benefit obligation for the years ended March 31, 2015 and 2016, except for plans to which the
simplified method is applied, were as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016
Beginning balance: ¥610 ¥ 454 $ 4,029
~ Cumulative effect of accounting change (200  —  —
~ Adjusted beginning balance: 390 454 4029
 Currentservicecost 1 g9 612
 nterestcost 3 4 3
 Actuarialgainsandlosses 9 g 621
 Benefitspaid qaqg @ @92
_Endingbalance ¥456  ¥565  $5014
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Changes in net defined benefit liability of the plans under the simplified method for the years ended March 31,

2015 and 2016 were as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016

Beginning balance: ¥ 64 ¥ 67 $ 594

~ Netperiodic benefitcosts I 8 159

 Beneftspad o ® 19

o Né't'&'e"f'{a';a"béﬁéf}{Ii';r}{ii{y"c;'f"a'éw"c'&a';&{{a'a'{éa'"'""""'"""'"""'"""""""':""'""'"""'""""""""'2' """""""""""""""""" 1 7
subsidiaries

Reconciliation between the net defined benefit liability in the consolidated balance sheets and the balances of
defined benefit obligation and plan assets as of March 31, 2015 and 2016 is as follows:

Millions of Yen ! Thousands of U.S. Dollars !

2015 2016 2016
Unfunded defined benefit obligation ¥ 521 ¥ 643 $ 5,706
Net defined benefit liability on the consolidated balance 521 643 5.706
sheets
Net defined benefit liability 521 643 5,706
Net defined benefit liability on the consolidated balance Y591 ¥ 643 $ 5,706

sheets

Note: The table above includes the plans to which the simplified method is applied.

Components of net periodic benefit costs for the years ended March 31, 2015 and 2016 were as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016

Service cost ¥ 61 ¥ 69 $ 612
lterestcost 3 4 35
Recognized actuarial gains and losses 4 4 390
 Net periodic benefit costs under the simplified method 1l 8 159

Net periodic benefit costs for the year ¥121 ¥ 137 $1,215

Other comprehensive income on defined retirement benefit plans for the years ended March 31, 2015 and 2016

is as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016
Actuarial gains and losses ¥ 35 ¥25 $ 221
Total ¥35 ¥25 $ 221
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Accumulated other comprehensive income on defined retirement benefit plans as of March 31, 2015 and 2016 is

as follows: ‘ ‘
Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016
_Unrecognized actuarial gains and losses ¥162 o HNBT 50859
Total ¥ 162 ¥ 187 $ 1,659

Assumptions used for the above plans for the years ended March 31, 2015 and 2016 are as follows:

2015 2016
Discount rate 1.0% 0.09%

Amounts of required contributions to defined contribution pension plans including the welfare pension plan as
discussed in Note 2 for the years ended March 31, 2015 and 2016 were ¥45 million and ¥48 million ($425 thou-
sand), respectively.

12. Contingencies

In its agency services, the Company guarantees payments of customers (pachinko halls) to the sellers, manufac-
turers of pachinko and pachislot machines. The total amount of such guarantees at March 31, 2016 was ¥336 mil-
lion ($2,981 thousand).

13. Income Taxes

The significant components of deferred tax assets and liabilities at March 31, 2015 and 2016 are as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016
Deferred tax assets:
© Retirement benefits for employees ¥168  ¥197  $1748
~ Allowance for doubtful accounts 37 31 3,292
 Accruedbonuses 125 2 1073
~ Accrued bonuses to directors and corporate auditors ~ — 66 585
~ Write-down of investment securites = 26 230
* Write-down of investments in affiliastes 0 2 1,100
~ Losson devaluation of advances 8 77 683
* Loss on devaluation of merchandising rights advances - me 8 780
* Unrealized loss on available-for-sale securites 272 383 3399
 Enterprisetaxes 79 4y 43k
* Depreciation and amortizaton 309 30 3,194
© Asset retirement obligations 125 1w 1,260
© Taxloss carryforwards 999 1522 13,507
S Other o ym 786 6,975
" Grossdeferred taxassets 3287 4318 38,320
~ Valuationallwances (g7 (1,95 | (17,341)
 Totaldeferred taxassets 1409 2364 20979
Deferred tax liabilities T 2% 221
Netdeferred taxassets ¥1408 ¥2338 $20,749
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Balances of deferred tax assets and liabilities included in the consolidated balance sheets are as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016

Deferred tax liabilities—non-current (included in other
long-term liabilities)

Net deferred tax assets ¥ 1,408 ¥ 2,338 $ 20,749

Income taxes in Japan consist of corporation tax, inhabitants” taxes, and enterprise taxes. Reconciliation of the
differences between the statutory tax rate and the effective income tax rate for the years ended March 31, 2015
and 2016 is as follows:

2015 2016
Statutory tax rate 35.6 % 33.1%
CAdjustments:
© Percapita levy of inhabitants taxes 08 49
© Expenses not deductible for tax purposes 9 93
~ Income not taxable for taxpurposes  (©& (49
~ Equity in earnings or losses of affiliates (12 353
© Accrued bonuses to directors and corporate auditors v =
~ Changeinvaluation allowance @8 (128
 Amortization of goodwil 20 120
© Changein the statutory income taxrate &7 292
© Other a0 13
Effective income tax rate 42.2 % 47.3%

On March 29, 2016, the Act on the Partial Revision of the Income Tax Act (Article 15, 2016) and the Act on the
Partial Revision of the Local Tax Act (Article 13, 2016) were passed by the Diet in Japan. In accordance with these
changes, deferred tax assets and liabilities are determined by using the new statutory tax rates. The effective tax
rate used to determine deferred tax assets and liabilities for which the timing of the recovery or settlement of the
related temporary difference is expected during the fiscal years ending March 31, 2017 and 2018 is changed from
32.3% to 30.86%, and to 30.62% for those whose timing expected is on April 1, 2018 and thereafter. The effect of
this change was not significant.

The effect of this change was to decrease net deferred tax assets by ¥127 million ($1,127 thousand), to increase
income taxes-deferred by ¥102 million ($905 thousand), to increase unrealized loss on available-for-sale secu-
rities by ¥21 million ($186 thousand), and to decrease cumulative effects of remeasurements of defined benefit
plans by ¥3 million ($26 thousand).

14. Net Assets

Under the Companies Act of Japan (the "Companies Act”), the entire amount of the issuance price of shares is re-
quired to be accounted for as capital, although a company may, by resolution of its Board of Directors, account for
an amount not exceeding one half of the issue price of new shares as additional paid-in capital, which is one com-
ponent of capital surplus. The Companies Act also provides that when a company makes cash appropriations such
as cash dividends from capital surplus or earnings surplus, the company has to set aside at least of 10% of the
total amount of the cash payments as earnings reserve or additional paid-in capital until the total amount of cap-
ital surplus and earnings surplus equals 25% of common stock. The total amount of the Company’s capital sur-
plus and earnings surplus has reached 25% of common stock and, therefore, the Company is no longer required
to provide for the earnings surplus.
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Year-end dividends are to be approved by the shareholders at a shareholders” meeting held subsequent to the
fiscal year to which the dividends are applicable. Under the Companies Act, interim dividends may also be paid
anytime upon resolution of the Board of Directors, subject to certain limitations imposed by the Companies Act.

The maximum amount that a company can distribute as dividends is calculated based on the non-consolidated fi-
nancial statements of the company in accordance with the Companies Act.

15. Related-party Transactions

Transactions with and balances due to or due from related parties as of and for the years ended March 31, 2015
and 2016 are as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016

(Unconsolidated subsidiary)
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Notes:

(1) Terms and conditions of the above transactions have been determined based on the arm’s length and normal market
price levels.

(2) Transactions during the year figures do not include consumption taxes, whereas outstanding balances at year-end fig-
ures do.

(3) Bisty Co., Ltd. is a wholly owned subsidiary of SANKYO Co., Ltd., a major shareholder of the Company.

16. Comprehensive Income (Loss)

Reclassification adjustments and tax effects on other comprehensive income (loss) for the years ended March 31,
2015 and 2016 were as follows:

Millions of Yen | Thousands of U.S. Dollars !

2015 2016 2016
Net umjealized gain (loss) on available-for-sale
securities:
" Gains (losses) arising during theyear ~ ¥37  ¥(04  $(1.810)
© Reclassification adjustments (47 (199 (1757
Amount before income tax effect (429) (403) (3,576)
Other comprehensive income (loss)—net unrealized
gain (loss) on available-for-sale securities ¥ (307) ¥ (293) $ (2,600)
Foreign currency translation adjustments:
© Lossesarising during theyear o o $(0)
© Reclassification adjustments = —
Amount before income tax effect (0) (0) (0)
Other comprehensive income (loss)—foreign
currency translation adjustments ¥ (0) ¥ (0) $ (0)
' Remeasurements of defined benefit plans:
© Lossesarising during theyear e Yo $(621)
© Reclassification adjustments 4 4 390
Amount before income tax effect 35 (25) (221)
 Incometaxeffect v & (4
Other comprehensive income (loss)—
remeasurerinents of defined be(znefiz plans al <2 i {175}
Total other comprehensive income (loss) ¥ (290) ¥ (314) $ (2,786)

17. Business Combination

No significant business combinations occurred during the year ended March 31, 2015.

On May 29, 2015, the Company acquired 100% shares of KK Aristocrat Technologies ("KK Aristocrat”), a wholly
owned subsidiary of Aristocrat International Pty Ltd. ("Aristocrat International”), an Australian company. KK Aris-
tocrat was engaged in development, manufacturing and sales of pachislot machines in Japan. In response to Aris-
tocrat International’s withdrawal from Japan, the Company executed the acquisition in order to carry out product
development by utilizing Aristocrat International’s hardware, software and other assets. Deemed acquisition date
of this business combination was June 30, 2015. Period of the acquiree’s operating results incorporated in the
consolidated financial statements was from July 1, 2015 to March 31, 2016. On October 1, 2015, KK Aristocrat was
renamed K.K. CROSSALPHA.
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Acquisition cost and consideration were as follows:

Millions of Yen Thousands of U.S. Dollars
Consideration: cash ¥15 $133
Acquisition cost ¥15 $133

Significant acquisition-related cost was ¥105 million ($931 thousand) of advisory fees. Goodwill arising from this
business combination was ¥5 million ($44 thousand) and charged to income immediately.

Assets acquired and liabilities assumed at the date of acquisition were as follows:

Millions of Yen Thousands of U.S. Dollars

Current assets ¥ 2,952 $ 26,198
Non-currentassets 83 4661

Total assets ¥ 3,476 $ 30,848
Currentliabilies . ¥285%9 $25372
Long-term liabilities 07 5386

Total liabilities ¥ 3,466 $ 30,759

The estimated amounts of effect on the consolidated statement of income for the year ended March 31, 2016, as-
suming that the business combination above was completed as of April 1, 2015 (unaudited), was as follows:

Millions of Yen Thousands of U.S. Dollars

(Unaudited)
Net sales ¥ 441 $3,913
Operating loss (420) (3,727)
Income before income taxes 354 3,141
Net loss attributable to owners

(153) (1,357)

_oftheparent

Net loss per share (Yen) (U.S.

(4.64) (0.04)

Dollars)

The estimated amounts of effect on the consolidated statement of income for the year ended March 31, 2016
(unaudited) was determined based on the difference between (a) net sales and other operating results assuming
that the business combination above was completed as of April 1, 2015 and (b) net sales and other operating re-
sults on the acquiree’s consolidated statement of income.

18. Subsequent Event

Year-end dividends
At the General Meeting of Shareholders held on June 22, 2016, the shareholders approved the payment of year-
end cash dividends totaling ¥829 million ($7,357 thousand), or ¥25.00 ($0.22) per share.

19. Segment Information

Segment information for the years ended March 31, 2015 and 2016 is not presented because of the single seg-
mentation.
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Independent Auditor’s Report

We have audited the accompanying consolidated balance sheets of FIELDS CORPORATION and its consolidated
subsidiaries as of March 31, 2015 and 2016, and the related consolidated statements of income, comprehensive
income, changes in net assets, and cash flows for the years then ended, expressed in Japanese yen.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in Japan, and for designing and operating such
internal control as management determines is necessary to enable the preparation and fair presentation of the
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the as-
sessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making risk assessments, the auditor considers internal controls relevant to the entity’s preparation and
fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’'s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of FIELDS CORPORATION. and its consolidated subsidiaries as of March 31, 2015
and 2016, and the results of their operations and their cash flows for the years then ended in conformity with
accounting principles generally accepted in Japan.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2016 are presented solely for the convenience of readers outside Japan. Our audit also included the
translation of yen amounts into the U.S. dollar amounts and, in our opinion, such translation has been made on
the basis set forth in Note 1 to the consolidated financial statements.

BDO Sanyu & Co.
Tokyo, Japan
October 26, 2016
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