Notes to Consolidated Financial Statements
ONWARD HOLDINGS Co., Ltd. and Consolidated Subsidiaries
Years ended February 28, 2018 and 2019

1. Basis of Presentation of the Consolidated Financial Statements

(3) Investments in unconsolidated subsidiaries and affiliates

The accompanying consolidated financial statements have been prepared from the accounts maintained by ONWARD HOLDINGS Co., Ltd.
(the “Company”) and its consolidated subsidiaries in accordance with the provisions set forth in the Companies Act of Japan (the “Companies
Act”) and the Financial Instruments and Exchange Act and in conformity with accounting principles and practices generally accepted in Japan,
which are different in certain respects from the application and disclosure requirements of International Financial Reporting Standards.
Certain items presented in the consolidated financial statements submitted to the Director-General of the Kanto Local Finance Bureau in Japan
have been reclassified for the convenience of readers outside Japan.
The accompanying consolidated financial statements are not intended to present the consolidated financial position, results of operations and
cash flows of the Company and its consolidated subsidiaries in accordance with accounting principles and practices generally accepted in countries
and jurisdictions other than Japan.

(4) Inventories

2. Summary of Significant Accounting Policies

Inventories held for sale in the ordinary course of business are measured at the lower of cost or net selling value, which is defined as the selling
price less additional estimated manufacturing costs and estimated direct selling expenses, determined principally by the specific identification
method. Write-downs recorded for the years ended February 28, 2018 and 2019 were ¥10,136 million and ¥8,958 million ($80,795 thousand),
respectively.

(1) Scope of consolidation

(5) Investments in securities

The Company had 87 subsidiaries as at February 28, 2019 (84 as at February 28, 2018). The accompanying consolidated financial statements
include the accounts of the Company and 72 of its subsidiaries (71 for 2018). Major consolidated subsidiaries are listed below (the Company and
its consolidated subsidiaries are collectively referred to as the “Companies”):
Name of subsidiary

Equity ownership percentage

Closing date

Onward Kashiyama Co., Ltd.

100.0%

February 28

Onward Trading Co., Ltd.

100.0

February 28

Chacott Co., Ltd.

100.0

February 28

Creative Yoko Co., Ltd.

100.0

February 28

Island Co., Ltd.

100.0

February 28

Onward Global Fashion Co., Ltd.

100.0

February 28

Onward Luxury Group S.p.A.

100.0

November 30

Joseph Ltd.

100.0

November 30
December 31

Onward Fashion Trading (China) Co., Ltd.

100.0

J. Press, Inc.

100.0

December 31

Onward Creative Center Co., Ltd.

100.0

February 28

Excel Co., Ltd.

100.0

February 28

Onward Resort & Golf Co., Ltd.

100.0

February 28

Onward Life Design Network Co., Ltd.

100.0

February 28

Onward Beach Resort Guam, Inc.

100.0

December 31

Onward Mangilao Guam, Inc.

100.0

December 31

During the year ended February 28, 2019, Onward Luxury Group S.r.l., Jil Sander S.p.A., Jil Sander Paris S.a.r.l., and Jil Sander USA Inc. were
newly established, and shares in Kashiyama Saga Co., Ltd. were acquired; therefore, these companies became consolidated subsidiaries of the
Company.
CHARLES & KEITH JAPAN PTE. LTD., SCI Joseph, and Joseph E France S.A.R.L. were liquidated, and shares in Toyo Frame Co., Ltd.
were transferred; therefore, these companies were removed from the scope of consolidation.
The financial statements of subsidiaries with the fiscal year-end of December 31 or November 30 have been used for consolidation. The fiscal
year-end of KOKOBUY Inc. is September 30, and its financial statements prepared on a basis similar to that for the year-end closing as of December
31 have been used for consolidation purposes. Significant adjustments considered necessary between the fiscal year-ends and the Company’s closing
date have been made for consolidation.
The remaining eight subsidiaries (seven for 2018) were not consolidated because their total assets, net sales, net income and retained earnings
were not material individually or in the aggregate compared with those of the consolidated financial statements of the Companies.

(2) Consolidation and elimination

For the purpose of preparing the consolidated financial statements of the Companies, all significant intercompany transactions, account balances
and unrealized profits among the Companies have been entirely eliminated, and the portion attributable to non-controlling interests has been
credited/charged thereto.
The assets and liabilities of newly acquired subsidiaries are measured at fair value at the time of acquisition, and the differences between the
cost of investments in the consolidated subsidiaries and the equity in their net assets at fair value are accounted for as goodwill, which is amortized
on a straight-line basis within 20 years.
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Investments in unconsolidated subsidiaries and affiliates are accounted for by the equity method. A total of 24 companies (25 companies for 2018)
were accounted for by the equity method for the year ended February 28, 2019.
The Company did not apply the equity method to Onward Italia S.p.A. and others as the effect on net income and retained earnings of the
consolidated financial statements are not material individually or in the aggregate.
Although the fiscal year-end of Gailyglen Ltd. is November 30, its financial statements for the fiscal year-end have been used. Also, the fiscal
year-end of Daidoh Limited is March 31, and its financial statements prepared on a basis similar to that for the year-end closing as of December 31
have been used for consolidation purposes.
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Debt securities and equity securities classified as available-for-sale securities whose fair values are readily determinable are carried at the fair values
prevailing at the fiscal year-end date with unrealized gains or losses included as a component of net assets, net of applicable taxes. Available-for-sale
securities whose fair values cannot readily be determined are stated at cost.
In cases where any decline in the fair value of a security is assessed to be other than temporary, the cost of the security is reduced to the net
realizable value, and the impairment loss is charged to income. Realized gains and losses are determined using the moving-average method and are
reflected in income.

(6) Derivative transactions

All derivatives are stated at fair value, and changes in fair value are included in income for the period in which they arise, except for derivatives that
are designated as “hedging instruments” (see “(7) Hedge accounting” below).

(7) Hedge accounting

Gains or losses arising from changes in the fair values of derivatives designated as “hedging instruments” are deferred as a component of net assets,
net of applicable taxes. The gains or losses on the hedging instruments are included in profit in the period during which the gains and losses on the
hedged items or transactions are recognized. For forward exchange contracts, if they meet conditions for hedge accounting, the difference between
the contract rate and spot rate at the date of the contract is recognized over the period from the contract date to the settlement date.
The derivatives designated as hedging instruments are principally forward exchange contracts. The related hedged items are trade accounts
payable and trade accounts receivable denominated in foreign currencies and scheduled transactions.
The Company has a policy of utilizing hedging instruments in order to reduce exposure to the risk of foreign currency exchange rate fluctuation.

(8) Property, plant and equipment

The Company and its domestic consolidated subsidiaries provide depreciation by the declining-balance method at rates based on the estimated
useful lives of assets that are prescribed by Japanese income tax regulations, except for certain buildings (other than facilities attached to
buildings) acquired on and after April 1, 1998 and facilities attached to buildings and structures acquired on and after April 1, 2016, which are
depreciated by the straight-line method pursuant to an amendment to the Japanese income tax act.
Overseas consolidated subsidiaries provide depreciation by the straight-line method.
The useful lives of property, plant and equipment are summarized as follows:
Buildings and structures
3 to 50 years
Other depreciable property
2 to 20 years

(9) Intangible assets and long-term prepaid expenses

Intangible assets and long-term prepaid expenses are amortized by the straight-line method. Software costs for internal use are amortized over their
expected useful lives (five to 10 years) by the straight-line method.

(10) Income taxes

The accounting standard for income taxes requires that deferred income taxes be accounted for under the asset and liability method. Deferred tax
assets and liabilities are recognized for the expected future tax consequences of events that have been included in the financial statements or tax
returns. Under this method, deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years
in which those temporary differences are expected to be recovered or settled, and the effect on deferred tax assets and liabilities of a change in tax
rates is recognized in income in the period that includes the enactment date. A valuation allowance is provided to reduce deferred tax assets to the
amount that is realizable.
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(11) Allowance for bad debt

An allowance for doubtful accounts, including trade notes and accounts receivable and certain investments and other assets, is provided against
probable future losses on collection. The Companies designate certain accounts as highly doubtful accounts and provide a specific allowance for
these accounts based on management’s detailed credit analysis. Other than these accounts, the Companies provide an allowance for doubtful
accounts based on their historical average charge-off ratio.

(12) Allowance for sales returns

Certain domestic consolidated subsidiaries provide for estimated losses based on the actual percentage of sales return in prior years and gross
profit margin.

(13) Retirement benefits

To calculate projected benefit obligations, the Companies adopt the benefit formula basis for the method of attributing the projected benefits
to periods.
Unrecognized prior service costs are amortized and charged or credited to income on a straight-line basis over five to 10 years, which are within
the related employees’ average remaining service years. Unrecognized actuarial differences are amortized on a straight-line basis over five to 10 years,
which are within the related employees’ average remaining service years, from the year following the one in which they arise.
To provide for retirement benefits for directors and corporate auditors, certain domestic consolidated subsidiaries recognize accrued retirement
benefits in an amount required at the balance sheet dates in accordance with their internal rules.

(14) Provision for point program

The provision for point program is provided for future costs arising from the utilization of points that customers of certain domestic consolidated
subsidiaries have earned under the point service program, which is for sales promotions. They reserve an amount considered appropriate to cover
possible utilization of the points during and after the next fiscal year.

(15) Accounting for Japanese consumption taxes

The Japanese consumption taxes withheld upon sale of goods and services, and the consumption taxes paid by the Companies on the purchase of
goods and services are not included in the accompanying consolidated statements of operations.

(16) Application of consolidated taxation system

- “Accounting Standard for Revenue Recognition” (Accounting Standards Board of Japan (“ASBJ”) Statement No. 29, March 30, 2018)
- “Implementation Guidance on Accounting Standard for Revenue Recognition” (ASBJ Guidance No. 30, March 30, 2018)
(a) Overview
The standard is a comprehensive accounting standard for revenue recognition. Revenue is recognized in accordance with the following five-step
approach.
Step 1: Identify a contract with a customer
Step 2: Identify performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to each performance obligation in the contract
Step 5: Recognize revenue when or as a performance obligation is satisfied
(b) Scheduled date of adoption
The Companies expect to adopt the standard and implementation guidance at the beginning of the year ending February 28, 2023.
(c) Impact of adopting the standard and implementation guidance
The Company is currently evaluating the impact of adopting the standard and implementation guidance on its consolidated financial statements.

(24) Changes in accounting estimates

Inventories of certain consolidated subsidiaries were previously carried at the book value that was systematically written down at certain rates when
the inventory-holding period exceeded certain periods. As a result of the collectability and analyzability of complete sales data on the inventoryholding period and sales channel for each single item, owing to the strengthened inventory management due to logistics reform and centralized
inventory, they changed to a method whereby the book value is gradually written down according to the inventory-holding period in order to
more appropriately reflect the fair inventory valuation in the year ended February 28, 2019.
As a result, cost of sales for the year ended February 28, 2019 decreased by ¥2,166 million ($19,536 thousand), and gross profit, operating
profit, and profit before income taxes increased by the same amount, compared with those amounts determined by the previous method.

The Company and certain of its domestic consolidated subsidiaries apply the consolidated taxation system.

3. Financial Instruments

(17) Cash and cash equivalents

(1) Matters pertaining to the status of financial instruments

Cash and cash equivalents in the consolidated statements of cash flows are composed of cash on hand, bank deposits that can be withdrawn on
demand, and short-term investments, which are highly liquid and readily convertible into cash, with an original maturity of three months or less
and insignificant risk of changes in value.

(a) Policy on financial instruments
The Companies invest their funds in short-term deposits and meet their financing needs through bank loans. The Companies utilize derivatives to
hedge various risks as described in detail below and do not enter into derivatives for trading or speculative purposes.

(18) Impairment of long-lived assets

(b) Financial instruments and risks
Accounts and notes receivable are exposed to credit risk of customers. Operating receivables denominated in foreign currencies, being subject to
risk associated with changes in foreign currency exchange rates, are hedged by forward exchange contracts.
Investments in securities mainly comprise stocks of companies with which the Companies have business alliances and are exposed to risk associated with fluctuations of their market prices.
Accounts and notes payable and electronically recorded obligations—operating are due within one year. Operating payables denominated in
foreign currencies, being subject to risk associated with changes in foreign currency exchange rates, are hedged by forward exchange contracts. The
purpose for loans is for working capital (mainly short term) and funds for capital investments (long term). A portion of long-term loans payable is
subject to interest rate risk.
Regarding derivatives, forward exchange contracts, interest rate swaps, and currency options are used to hedge foreign exchange rate fluctuation
risk associated with operating receivables and payables.

The accounting standard for impairment of long-lived assets requires that fixed assets be reviewed for impairment whenever events or changes in
circumstances 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 be generated from the continued use and
eventual disposition of the asset or asset group. The impairment 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 cash flows from the continued use and eventual disposition of the asset or the net
selling price at disposition.

(19) Accrued bonuses to employees

Accrued bonuses to employees are recognized for the estimated amount to provide for payment of bonuses to employees after the fiscal year-end,
based on services provided by them during the period.

(20) Accrued bonuses to directors

The Company and certain of its domestic consolidated subsidiaries recognize accrued bonuses to directors in an estimated amount to provide for
payment of bonuses to their directors.

(21) U.S. dollar amounts

Amounts in U.S. dollars are included solely for the convenience of readers outside of Japan. The rate of ¥110.87=US$1, the rate of exchange as of
February 28, 2019, has been used in translation. The inclusion of such amounts is not intended to imply that Japanese yen amounts have been or
could be readily converted, realized, or settled, in U.S. dollars at that rate or any other rate.

(22) Goodwill

Goodwill is evaluated on an individual basis and amortized on a straight-line basis within 20 years.
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(23) Accounting standards issued but not yet effective
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(c) Risk management for financial instruments
(i) Management of credit risk (risk of default by customers and counterparties)
For credit risk of customers associated with accounts and notes receivable, in accordance with the credit management regulations, the Companies
monitor the status of their main customers and counterparties on a periodical basis and manage due dates and outstanding balances by customer
while working to at an early stage identify and mitigate any concerns about collection due to deterioration of financial conditions and other reasons.
For derivative transactions, to mitigate the credit risk, the Companies conduct transactions only with highly rated financial institutions.
(ii) Management of market risk (risk of fluctuations in foreign exchange rates, interest rates and others)
The Companies hedge risk associated with changes in foreign currency exchange rates arising from receivables and payables denominated in foreign
currencies mainly by forward exchange contracts.
For investments in securities, the Companies periodically perceive the fair values and financial conditions of the issuers and continuously evaluate whether the securities should be maintained taking into account relationships with their business partners.
For derivatives, the Companies conduct transactions only for their actual requirements in accordance with internal management rules and
monthly review transaction balances, valuation gain or loss, and other conditions.
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(iii) Management of liquidity risk related to fund procurement (risk that the Companies may not be able to meet their obligations on scheduled due dates)
In order to manage liquidity risk, the Companies timely prepare and update a schedule of cash receipts and disbursements and maintain sufficient
liquidity on hand.
(d) Supplementary explanation of fair values of financial instruments
The fair value of financial instruments is based on their quoted market price if available. When no quoted market price is available, fair value is reasonably estimated. Since various variable assumptions are reflected in estimating the fair value, different assumptions could result in different fair values.

2. Book values of financial instruments deemed extremely difficult to determine their fair values as of February 28, 2018 and 2019 are as follows:

(2) Matters related to fair values of financial instruments

Classification

Millions of yen
February 28, 2018

Book value

Fair value

Difference

¥ 26,335

¥ 26,335

¥   —

25,057

25,057

—

20,792

20,792

8,384

3,848

(d) Accounts and notes payable

(18,059)

(18,059)

—

(e) Electronically recorded obligations—operating

(14,873)

(14,873)

—

(f ) Short-term loans payable

(29,533)

(29,533)

—

(g) Long-term loans payable (including current portion of long-term loans payable)

(12,619)

(12,635)

16

(103)

(103)

—

(b) Accounts and notes receivable
(c) Investments in securities:
Available-for-sale securities
Investments in unconsolidated subsidiaries and affiliates

(h) Derivative transactions

—
(4,536)

(a) Cash and deposits

Book value

Fair value

Difference

¥ 31,284

¥ 31,284

¥   —

25,508

25,508

—

17,890

17,890

6,204

2,220

(d) Accounts and notes payable

(17,557)

(17,557)

—

(e) Electronically recorded obligations—operating

(14,183)

(14,183)

—

(f ) Short-term loans payable

(53,886)

(53,886)

—

(7,507)

(7,512)

(b) Accounts and notes receivable
(c) Investments in securities:
Available-for-sale securities
Investments in unconsolidated subsidiaries and affiliates

(g) Long-term loans payable (including current portion of long-term loans payable)
(h) Derivative transactions

103

103

2018

2019

2019

¥1,315

¥3,751

$33,837

Investments in securities:
Unlisted equity securities

The fair values of these items are not included in “(c) Investments in securities” because their market prices are not available and fair values are deemed
extremely difficult to determine.
3. The redemption schedules for monetary receivables and marketable securities with maturities as of February 28, 2018 and 2019 are as follows:
Millions of yen
February 28, 2018

Cash and deposits
Accounts and notes receivable
		Total

Due within 1 year

1 to 5 years

5 to 10 years

Over 10 years

¥26,335

¥—

¥—

¥—

25,057

—

—

—

¥51,392

¥—

¥—

¥—

Due within 1 year

1 to 5 years

5 to 10 years

Over 10 years

¥31,284

¥—

¥—

¥—

25,508

—

—

—

¥56,792

¥—

¥—

¥—

Due within 1 year

1 to 5 years

5 to 10 years

Over 10 years

$282,173

$—

$—

$—

230,072

—

—

—

$512,245

$—

$—

$—

Millions of yen

Millions of yen
February 28, 2019

Thousands of
U.S. dollars

Millions of yen

The following are the consolidated balance sheet amounts and fair values and differences between them as of February 28, 2018 and 2019.

(a) Cash and deposits

(g) Long-term loans payable
The fair values of fixed interest rate long-term loans payable are measured as present values obtained by discounting the total amount of principal and
interest at the interest rate that is assumed if any similar loan is newly made. Variable interest rate long-term loans payable are deemed to reflect market
interest rates in a short period of time, so the book value is used as fair value.
(h) Derivative transactions
The fair value is calculated on the basis of the price quoted by the financial institutions.

February 28, 2019

Cash and deposits
Accounts and notes receivable
		Total

—
(3,984)

5
—

Thousands of U.S. dollars
February 28, 2019

Cash and deposits
Accounts and notes receivable
		Total

4. Expected repayment amounts of long-term loans payable subsequent to the balance sheet date
See Note 13. “Short-Term Loans Payable and Long-Term Loans Payable.”

Thousands of U.S. dollars
February 28, 2019

Book value

Fair value

(a) Cash and deposits

$ 282,173

$ 282,173

$     —

230,072

230,072

—

161,357

161,357

—

(b) Accounts and notes receivable

Difference

(c) Investments in securities:
Available-for-sale securities

55,961

20,027

(d) Accounts and notes payable

Investments in unconsolidated subsidiaries and affiliates

(158,355)

(158,355)

—

(e) Electronically recorded obligations—operating

(127,922)

(127,922)

—

(f ) Short-term loans payable

(486,028)

(486,028)

—

(67,709)

(67,755)

46

(g) Long-term loans payable (including current portion of long-term loans payable)
(h) Derivative transactions

928

Notes:
1. Fair value measurement of financial instruments and matters related to securities and derivatives
(a) Cash and deposits and (b) Accounts and notes receivable
Since these items are settled in a short period of time, their book values approximate fair values.
(c) Investments in securities
The fair value of equity securities is based on the quoted market price.
(d) Accounts and notes payable, (e) Electronically recorded obligations—operating and (f ) Short-term loans payable
Since these items are settled in a short period of time, their book values approximate fair values.
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928

(35,934)

—

4. Investments in Securities
(1) Information as of and for the year ended February 28, 2018

(a) Available-for-sale securities with readily determinable fair values
Investments in securities whose fair values were readily determinable at February 28, 2018 are summarized as follows:
Millions of yen
Carrying
value

Acquisition
cost

Unrealized
gain (loss)

¥17,746

¥13,007

¥4,739

3

1

2

17,749

13,008

4,741

3,044

3,728

—

—

Subtotal

3,044

3,728

		Total

¥20,793

¥16,736

Securities with unrealized gain:
Equity securities
Other
Subtotal
Securities with unrealized loss:
Equity securities
Other

(684)
—
(684)
¥4,057

Note: Non-marketable equity securities of ¥336 million are not included in the above table because there were no quoted market prices available and it is
extremely difficult to determine the fair values.
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(b) Available-for-sale securities sold during the year ended February 28, 2018

Millions of yen
Millions of yen

Proceeds from sale of securities

February 28, 2019

¥4,458

Realized gain on sale of securities

Contract or
notional amount

Fair value

¥ 97

Forward exchange contracts:

1,715

Realized loss on sale of securities

Hedged item

		 To buy foreign currency:

(5)

(c) The aggregate carrying amount of investments in unconsolidated subsidiaries and affiliates as of February 28, 2018 was ¥9,362 million.

(2) Information as of and for the year ended February 28, 2019

			U.S. dollar

Accounts payable

¥2,185

			Euro

Accounts payable

1,474

			Pound

Accounts payable

23

1

			Chinese yuan

Accounts payable

207

10

¥3,889

¥103

(a) Available-for-sale securities with readily determinable fair values
Investments in securities whose fair values were readily determinable at February 28, 2019 are summarized as follows:
Millions of yen
Carrying
value

Acquisition
cost

Thousands of U.S. dollars
Unrealized
gain (loss)

Carrying
value

Acquisition
cost

Thousands of U.S. dollars
Unrealized
gain (loss)

Securities with unrealized gain:
Equity securities
Other
Subtotal

¥11,205

¥ 9,706

¥ 1,499

$101,061

$ 87,539

$ 13,522

2

1

1

24

12

12

11,207

9,707

1,500

101,085

87,551

13,534

Securities with unrealized loss:
Equity securities
Other

6,683

7,914

—

—

Subtotal

6,683

7,914

		Total

¥17,890

¥17,621

(1,231)
—
(1,231)
¥  269

60,272

71,379

—

—

60,272

71,379

$161,357

$158,930

(11,107)
—

Realized loss on sale of securities

Hedged item

Millions of yen

Thousands of
U.S. dollars

¥9,535

$86,000

2,432

21,933

(0)

(0)

Fair value

$870

Forward exchange contracts:
		 To buy foreign currency:
			U.S. dollar

Accounts payable

$19,711

			Euro

Accounts payable

13,293

			Pound

Accounts payable

205

			Chinese yuan

Accounts payable

1,869

94

$35,078

$928

(49)
13

6. Impairment Loss on Fixed Assets
For the years ended February 28, 2018 and 2019, the Companies reviewed its long-lived assets for impairment and, as a result, recognized an
impairment loss as follows:
February 28, 2018
Location

Tokyo metropolitan area and other
—

Usage

Business assets
—

Description

Millions of yen

Buildings and structures

¥484

Other

556

Goodwill

162

The long-lived assets are basically grouped by brand, and assets for lease and idle assets are grouped individually by each item. The Companies
have recognized a loss on impairment on assets for lease and idle assets due to a significant decline in their market value and on business assets due
to a continuous loss generated from their operating activities by reducing their book values to the respective recoverable amounts.

(c) The aggregate carrying amount of investments in unconsolidated subsidiaries and affiliates as of February 28, 2019 was ¥9,622 million
($86,788 thousand).
(d) For the year ended February 28, 2019, the Companies recognized loss on valuation of investments in securities (available-for-sale securities) of
¥45 million ($402 thousand) as an impairment loss.

February 28, 2019
Location

Tokyo metropolitan area and other

Usage

Business assets

Description

Millions of yen

Thousands of
U.S. dollars

¥  655

$ 5,905

Buildings and structures
Other depreciable property

588

5,310

4,290

38,694

5. Derivative Transactions

—

The contract or notional amounts and fair values of derivative financial instruments held as of February 28, 2018 and 2019 are summarized
as follows:
(1) Derivative transactions to which hedge accounting was not applied
No applicable items.

The long-lived assets are basically grouped by store, and assets for lease and idle assets are grouped individually by each item. The Companies
have recognized a loss on impairment on assets for lease and idle assets due to a significant decline in their market value and on business assets due
to a continuous loss generated from their operating activities by reducing their book values to the respective recoverable amounts.
The impairment loss on long-lived assets for the years ended February 28, 2018 and 2019 consisted of the following:

—

Goodwill

2018

2019

2019

¥  484

¥  655

$ 5,905

Other intangible assets

339

376

3,392

Other depreciable property

168

212

1,918

49

—

—

162

4,290

38,694

¥1,202

¥5,533

$49,909

Millions of yen
February 28, 2018

Hedged item

Contract or
notional amount

Buildings and structures
Fair value

Forward exchange contracts:
		 To buy foreign currency:
			U.S. dollar

Accounts payable

¥4,233

			Euro

Accounts payable

2,199

			Pound

Accounts payable

17

(0)

			Chinese yuan

Accounts payable

140

(4)

¥6,589

¥(103)
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Thousands of
U.S. dollars

Millions of yen

(2) Derivative transactions to which hedge accounting was applied

70

Contract or
notional amount

(11,107)

(b) Available-for-sale securities sold during the year ended February 28, 2019

Realized gain on sale of securities

February 28, 2019

$  2,427

Note: N
 on-marketable equity securities of ¥334 million ($3,009 thousand) are not included in the above table because there were no quoted market prices
available and it is extremely difficult to determine the fair values.

Proceeds from sale of securities

(5)

¥(102)
3

Land
Goodwill
		Total

For the year ended February 28, 2018, the Company recognized an impairment loss of ¥162 million on the unamortized balance of goodwill
for Tiaclasse Inc., a consolidated subsidiary of the Company, as a result of consideration of its recoverability based on cash flow projections. For the
year ended February 28, 2019, the Company recognized an impairment loss of ¥4,290 million ($38,694 thousand) on goodwill for Onward
Luxury Group S.p.A., a consolidated subsidiary of the Company, as a result of consideration of its recoverability based on cash flow projections.
The recoverable amount of these assets is based on their net selling price or their value in use. The net selling price is estimated by using their
estimated disposal price. The value in use is calculated by discounting the future cash flows at discount rates of 5.3% and 5.1% for the years ended
February 28, 2018 and 2019, respectively.
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7. Business Restructuring Expenses

(c) Reconciliation from projected benefit obligations and plan assets to net defined benefit asset and liability recognized in the consolidated
balance sheets

Business restructuring expenses for the years ended February 28, 2018 and 2019 consisted of the following:
Millions of yen
2018

2019

Funded projected benefit obligations

2019

Plan assets

Business portfolio restructuring:
Expenses in relation to withdrawal from unprofitable stores
Retirement expenses resulting from logistics and organization restructuring, etc.
		Total

¥320

¥—

$—

74

—

—

¥394

¥—

$—

(a) Changes in projected benefit obligations

2018

2019

2019

¥14,380

$129,697

Service cost

1,013

955

8,616

Interest cost

39

37

335

5

6

50

Benefits paid
Other
Balance at end of year

(1,783)

(1,737)

(15,665)

124

41

372

¥14,380

¥13,682

$123,405

(b) Changes in plan assets
Thousands of
U.S. dollars

Millions of yen

Balance at beginning of year
Expected return on plan assets

2018

2019

2019

¥14,171

¥14,086

$127,048

222

237

2,136

Actuarial differences

200

Employer contributions

310

Benefits paid
Balance at end of year

(817)
¥14,086

(12,608)

(113,714)
3,045

737

6,646

Net amount of liability and asset recognized in the consolidated balance sheets

294

1,074

9,691

4,141

3,993

36,018

(3,847)

(2,919)

(26,327)

¥   294

¥  1,074

$   9,691

(d) Net periodic pension expenses and their breakdown
Thousands of
U.S. dollars

Millions of yen
2018

Service cost
Interest cost
Expected return on plan assets

2019

¥1,013

¥ 955

2019

$ 8,616

39

37

(222)

(237)

(2,136)
2,214

Amortization of unrecognized actuarial differences

568

246

Amortization of unrecognized prior service costs

(47)

(47)

Other

(64)

(61)

¥1,287

¥ 893

335

(424)
(552)
$ 8,053

Thousands of
U.S. dollars

¥14,982

Actuarial differences

(14,086)
747

Net periodic pension expenses
Millions of yen

Balance at beginning of year

2019

$ 116,759

Unfunded projected benefit obligations

Net amount of liability and asset recognized in the consolidated balance sheets

(1) Defined benefit plans

2019

¥ 12,945
337

Net defined benefit asset

The Company and certain of its subsidiaries have adopted funded and unfunded defined benefit retirement plans as well as defined contribution
retirement plans to provide for retirement benefits to their employees.
Under the defined benefit corporate pension plans, all of which are funded, the Company and certain of its subsidiaries grant lump-sum payments or pensions to their employees based on the salary levels and service periods. Retirement benefit trusts have been established in certain
defined benefit corporate pension plans.
Under the lump-sum retirement payment plans, which are unfunded plans, some of which are funded plans as a result of the establishment of
retirement benefit trusts, the Company and its subsidiaries grant lump-sum payments to their employees as retirement benefits, based on the salary
levels and service periods.
Under the lump-sum retirement payment plans for certain consolidated subsidiaries, net defined benefit liability and net periodic pension
expenses are calculated by using the simplified method.

2018

¥ 13,633
(453)

Net defined benefit liability

8. Retirement Plan and Retirement Benefits

Thousands of
U.S. dollars

Millions of yen

Thousands of
U.S. dollars

(1,283)
297
(729)
¥12,608

(11,576)
2,681

(e) Remeasurements of defined benefit plans in other comprehensive income
Breakdown of items recognized as remeasurements of defined benefit plans (before tax effect) in other comprehensive income is as follows:
Thousands of
U.S. dollars

Millions of yen
2018

Prior service costs
Actuarial differences
Total

¥ (47)

2019

2019

¥   (47)

$  (424)

764

(1,043)

(9,411)

¥  717

¥(1,090)

$(9,835)

(f ) Remeasurements of defined benefit plans in accumulated other comprehensive income
Breakdown of items recognized as remeasurements of defined benefit plans (before tax effect) in accumulated other comprehensive income is
as follows:
Thousands of
U.S. dollars

Millions of yen
2018

Unrecognized prior service costs
Unrecognized actuarial differences
Total

¥  168
1,040
¥1,208

2019

¥121
(3)

2019

$1,095
(32)

¥118

$1,063

(6,575)
$113,714

(g) Plan assets
(i) Percentage by major category of plans assets is as follows:
2018

2019

Life insurance company general accounts

37%

38%

Equity securities

52%

48%

Debt securities

2%

3%

Short-term funds

9%

11%

100%

100%

Total

Total plan assets include retirement benefit trusts established for defined benefit corporate pension plans and lump-sum retirement payment plans
of 58% and 56% for the years ended February 28, 2018 and 2019, respectively.

72

Onward Holdings Co., Ltd. Annual Report 2019

Onward Holdings Co., Ltd. Annual Report 2019

73

Notes to Consolidated Financial Statements

(ii) Determination of long-term expected rate of return on plan assets
In determining long-term expected rate of return on plan assets, the Companies consider the current and projected asset allocations, as well as current and future long-term rate of returns from various assets constituting plan assets.
(h) Basis for calculation of actuarial assumptions
2018

2019

Discount rate

0.3% to 0.7%

0.3% to 0.7%

Long-term expected rate of return on plan assets

0.7% to 2.4%

1.3% to 2.4%

(2) Defined contribution plans

The amounts to be paid by the Companies to the defined contribution pension plans for the years ended February 28, 2018 and 2019 were
¥350 million and ¥331 million ($2,985 thousand), respectively.

11. Lease Transactions
(Lessee)
Finance lease transactions
Finance lease transactions that do not transfer ownership
(a) Leased assets
Leased assets are primarily comprised of logistic facilities (buildings and structures).
(b) Depreciation method for leased assets
The Companies have adopted a method whereby leased assets are depreciated on a straight-line basis over the lease periods as their useful lives with
no residual value.

12. Income Taxes
9. Notes to Consolidated Statements of Comprehensive Income

The tax effects of temporary differences that give rise to significant components of the deferred tax assets and liabilities as at February 28, 2018 and
2019 consisted of the following elements:

Other comprehensive income for the years ended February 28, 2018 and 2019 consisted of the following:

2018

2019

2019

¥ 2,869

¥(1,196)

$(10,790)

(1,788)

(2,591)

(23,368)

1,081

(3,787)

(34,158)

Net unrealized gain (loss) on available-for-sale securities:
Amount arising during the year
Reclassification adjustment for gain and loss
Amount before income tax effect
Income tax effect
		Total

(331)

1,159

10,460

750

(2,628)

(23,698)

Deferred gain (loss) on hedging instruments:
Amount arising during the year
Reclassification adjustment for gain and loss
Amount before income tax effect
Income tax effect
		Total

(103)

103

929

(83)

103

927

(186)

206

1,856

55

(52)

(131)

154

(471)
1,385

Foreign currency translation adjustments:
Amount arising during the year
Reclassification adjustment for gain and loss
		Total

1,464
(37)
1,427

(843)

(7,600)

(48)

(434)

(891)

(8,034)

Remeasurements of defined benefit plans:
Amount arising during the year

196

Reclassification adjustment for gain and loss

521

Amount before income tax effect
Income tax effect
		Total

(1,289)
199

717

(1,090)

(11,625)
1,790
(9,835)

(220)

334

3,011

497

(756)

(6,824)

335

(521)

(4,702)

—

314

2,835

335

(207)

(1,867)

¥ 2,878

¥(4,328)

$(39,038)

Share of other comprehensive income of associates accounted for using the equity method:
Amount arising during the year
Reclassification adjustment for gain and loss
		Total
			 Total other comprehensive income

Thousands of
U.S. dollars

Millions of yen

Thousands of
U.S. dollars

Millions of yen

2018

2019

2019

¥  2,167

¥  1,371

$  12,367

1,718

7,135

64,358

325

240

2,164

2,708

2,711

24,450

Deferred tax assets:
Loss on write-down of inventories
Loss on write-down of investments in unconsolidated subsidiaries
Accrued bonuses to employees
Net defined benefit liability
Accrued retirement benefits for directors and corporate auditors

78

83

753

Allowance for bad debt

1,457

1,576

14,213

Tax loss carry forwards

11,080

10,833

97,712

4,699

6,419

57,893

Investments in securities

25

25

228

Net unrealized loss on available-for-sale securities

—

53

476

3,641

3,749

33,808

Impairment loss on fixed assets

Other
		Subtotal

27,898

34,195

308,422

Less: Valuation allowance

(13,738)

(16,624)

(149,940)

			 Total deferred tax assets

14,160

17,571

158,482

Deferred tax liabilities:
Gain on securities contributed to employee retirement benefit trusts
Net defined benefit asset
Provision for deferred capital gain on real property for tax purposes
Net unrealized gain on available-for-sale securities
Other
			 Total deferred tax liabilities
				Net deferred tax assets

(56)

(43)

(391)

(1,178)

(894)

(8,061)

(38)

(38)

(339)

(1,240)

(133)

(1,197)

(547)

(564)

(5,091)

(3,059)

(1,672)

(15,079)

¥ 11,101

¥ 15,899

$ 143,403

10. Notes to Consolidated Statements of Cash Flows
Cash and cash equivalents at February 28, 2018 and 2019 consisted of the following:
Thousands of
U.S. dollars

Millions of yen

Cash and deposits
Time deposits with maturities of more than three months
Cash and cash equivalents
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2018

2019

2019

¥26,335

¥31,284

$282,173

(685)
¥25,650

(47)
¥31,237

(428)
$281,745
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14. Shareholders’ Equity

The reconciliation of the difference between the statutory tax rate and the effective tax rate is as follows:
%
2018

Statutory tax rate

—

2019

30.9

Reconciliation:
Permanently non-deductible expenses (entertainment expenses, etc.)

—

5.1

Permanently non-taxable income (dividends received, etc.)

—

(3.1)

Per capita inhabitant tax

—

4.3

Amortization of goodwill

—

16.1

Impairment loss on goodwill

—

42.0

Changes in valuation allowance

—

(213.5)

Consolidation adjustments to gain or loss on sale of investments in subsidiaries and affiliates

—

10.2

Effects due to liquidation of consolidated subsidiaries

—

0.9

Differences in statutory tax rate

—

20.4

Other

—

2.6

—

(84.1)

		 Effective tax rate

Note: Th
 e details for the year ended February 28, 2018 are omitted as the difference between the statutory tax rate and the effective tax rate is 5% or less of the statutory
tax rate.

Under the Companies Act, the entire amount of the issue price of shares is required to be designated as a stated common stock account, although a
company in Japan may, by resolution of its Board of Directors, account for an amount not exceeding 50% of the issue price of new shares as additional paid-in capital.
The Companies Act provides that an amount equal to 10% of distributions from retained earnings paid by the company and its Japanese subsidiaries be appropriated as a legal reserve. No further appropriations are required when the total amount of the additional paid-in capital and the
legal reserve equals 25% of their respective stated capital. The Companies Act also provides that the additional paid-in capital and the legal reserve
are available for appropriations by resolution of a shareholders’ meeting. Balances of the legal reserve are included in retained earnings in the
accompanying consolidated balance sheets.
Cash dividends charged to retained earnings for the years ended February 28, 2018 and 2019 represent dividends paid out during those years.
The amount available for dividends is based on the amount recorded in the Company’s non-consolidated books of account in accordance with the
Companies Act.
Dividends to be paid after the balance sheet date, which were approved by the General Meeting of Shareholders held on May 23, 2019, are
as follows:
(a) Total dividends:

¥3,309 million ($29,845 thousand)

(b) Source of dividends:

Retained earnings

(c) Cash dividends per common share:

¥24 ($0.22)

(d) Date to determine which shareholders receive the dividends:
(e) Effective date:

13. Short-Term Loans Payable and Long-Term Loans Payable
Short-term loans payable at February 28, 2018 and 2019 represented loans, principally from banks. The weighted-average interest rate on these
loans was 0.9% and 0.6% in 2018 and 2019, respectively.
Long-term loans payable at February 28, 2018 and 2019 are summarized as follows:
Thousands of
U.S. dollars

Millions of yen
2018

Unsecured loans, principally from banks, maturing in installments through 2022
Less: Current portion with weighted-average interest rate of 0.5% at February 28, 2018
and 0.3% at February 28, 2019
Long-term loans payable, less current portion, with weighted-average interest rate of
0.3% at February 28, 2018 and 2019

2019

2019

¥12,619

¥7,507

$67,707

5,800

2,800

25,255

¥ 6,819

¥4,707

$42,452

Earnings per share of common stock is computed based upon the weighted-average number of shares of common stock outstanding during each
year. Cash dividends per share shown for each year in the accompanying consolidated statements of operations represent dividends declared as
applicable to the respective years rather than those paid during the years.
The basis for the calculation of basic and diluted earnings per share for the years ended February 28, 2018 and 2019 is as follows:

Thousands of
U.S. dollars

Millions of yen
2018

2019

¥5,052

¥5,050

$45,546

668

639

5,760

¥4,384

¥4,411

$39,786

Less: Current portion of lease obligations

Profit attributable to owners of parent
Less: Components not pertaining to common shareholders

Thousands of
U.S. dollars

Year ending February 28 or 29:
2020

¥2,800

$25,255

2021

2,103

18,971

2022

2,103

18,971

2023

501

4,510

The aggregate annual maturities of lease obligations after February 29, 2020 are as follows:
Millions of yen

Thousands of
U.S. dollars

Year ending February 28 or 29:

76

2020

¥639

$5,760

2021

571

5,151

2022

482

4,348

2023

403

3,633
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Effect of dilutive stock options (thousand shares)

2018

2019

¥5,367

¥4,948

2019

$44,633

—

—

—

¥5,367

¥4,948

$44,633

145,154

140,406

1,448

1,147

2019

The aggregate annual maturities of long-term loans payable after February 29, 2020 are as follows:
Millions of yen

Thousands of
U.S. dollars

Millions of yen

Average outstanding shares of common stock (thousand shares)

Lease obligations at February 28, 2018 and 2019 are summarized as follows:

May 24, 2019

15. Per Share Information

Profit pertaining to common shareholders

Lease obligations

February 28, 2019

16. Related-Party Transactions
Year Ended February 28, 2018

The Company leased land from Takeshi Hirouchi, Representative Director and Chairman of ONWARD HOLDINGS Co., Ltd., during the
fiscal year, and the rental fee was ¥7 million. Also, Mr. Hirouchi paid a rental fee of ¥16 million to the Company for a house. The rental fees
were determined by the average market prices.
Onward Global Fashion Co., Ltd., a consolidated subsidiary of the Company, sold goods to BOLS 1987 Co., Ltd., over which
Hitoshi Futamura, Representative Director, President of Onward Global Fashion Co., Ltd., held 100% of voting rights directly, during fiscal year
2018. The transaction amount was ¥57 million, and the balance of relevant accounts receivable as of February 28, 2018 was ¥9 million. Prices and
other terms and conditions were determined by reference to market prices or general terms and conditions.

Year Ended February 28, 2019

The Company leased land from Takeshi Hirouchi, Representative Director and Chairman of ONWARD HOLDINGS Co., Ltd., during the
fiscal year, and the rental fee was ¥7 million ($65 thousand). Also, Mr. Hirouchi paid a rental fee of ¥16 million ($147 thousand) to the Company
for a house. The rental fees were determined by the average market prices.
Onward Global Fashion Co., Ltd., a consolidated subsidiary of the Company, sold goods to BOLS 1987 Co., Ltd., over which
Hitoshi Futamura, Representative Director, President of Onward Global Fashion Co., Ltd., held 100% of voting rights directly, during fiscal year
2019. The transaction amount was ¥51 million ($460 thousand), and the balance of relevant accounts receivable as of February 28, 2019 was ¥12
million ($108 thousand). Prices and other terms and conditions were determined by reference to market prices or general terms and conditions.
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17. Stock Options

2013 Stock Option Plan (No. 14)

The cost recognized for the stock options for the years ended February 28, 2018 and 2019 was nil.

2014 Stock Option Plan (No. 16)

Under the 2014 stock option plan (No. 16), stock options were granted to five directors of the Company on June 20, 2014. They are exercisable in
the period from June 21, 2014 to June 20, 2044. The terms of the options include certain limitations on the exercisability under which grantees
can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 122,900 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:
		 Fair value at the grant date:

¥1 ($0.01)
¥526 ($4.74)

2014 stock option plan (No. 16)

Non-vested (shares):
103,700

Granted

—

Forfeited

—

Vested

—

Outstanding at February 28, 2019

103,700

Vested (shares):
Outstanding at February 28, 2018

19,200

Vested

—

Exercised

—

Forfeited

—

Outstanding at February 28, 2019

19,200

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

2014 Stock Option Plan (No. 15)

Under the 2014 stock option plan (No. 15), stock options were granted to 12 executive officers of the Company and five directors and nine executive
officers of a Company’s subsidiary on March 20, 2014. They are exercisable in the period from March 21, 2014 to February 29, 2044. The terms of the
options include certain limitations on the exercisability under which grantees can exercise their options during a five-year period starting a year after
they no longer occupy their positions as executive officers of the Company, or as directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 146,100 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥769 ($6.94)

		 Fair value at the grant date:

¥466 ($4.20)

2014 stock option plan (No. 15)

Non-vested (shares):
99,400

Granted

—

Forfeited

—

Vested

35,700

Outstanding at February 28, 2019

63,700

Vested (shares):
Outstanding at February 28, 2018

40,600

Vested

35,700

Exercised

38,000

Forfeited

—

Outstanding at February 28, 2019

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥654 ($5.90)

		 Fair value at the grant date:

¥629 ($5.67)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
2013 stock option plan (No. 14)

Outstanding at February 28, 2018

82,100

Granted

—

Forfeited

—

Vested

—

Outstanding at February 28, 2019

82,100

Vested (shares):
Outstanding at February 28, 2018

24,900

Vested

—

Exercised

2,200

Forfeited

—

Outstanding at February 28, 2019

22,700

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

2013 Stock Option Plan (No. 13)

Under the 2013 stock option plan (No. 13), stock options were granted to 14 executive officers of the Company and six directors and nine executive
officers of a Company subsidiary on March 18, 2013. They are exercisable in the period from March 19, 2013 to February 28, 2043. The terms of the
options include certain limitations on the exercisability under which grantees can exercise their options during a five-year period starting a year after
they no longer occupy their positions as executive officers of the Company, or as directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 151,300 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥740 ($6.67)

		 Fair value at the grant date:

¥572 ($5.16)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
2013 stock option plan (No. 13)

Non-vested (shares):

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

Outstanding at February 28, 2018

		Exercise price:

Non-vested (shares):

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

Outstanding at February 28, 2018

Under the 2013 stock option plan (No. 14), stock options were granted to five directors of the Company on June 20, 2013. They are exercisable in
the period from June 21, 2013 to June 20, 2043. The terms of the options include certain limitations on the exercisability under which grantees can
exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 107,000 shares of common stock.
A summary of price information for the stock option plan is as follows:

38,300

Outstanding at February 28, 2018

88,600

Granted

—

Forfeited

—

Vested

30,000

Outstanding at February 28, 2019

58,600

Vested (shares):
Outstanding at February 28, 2018

51,800

Vested

30,000

Exercised

47,900

Forfeited

—

Outstanding at February 28, 2019

33,900

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.
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2012 Stock Option Plan (No. 12)

Under the 2012 stock option plan (No. 12), stock options were granted to five directors of the Company on June 20, 2012. They are exercisable in
the period from June 21, 2012 to June 20, 2042. The terms of the options include certain limitations on the exercisability under which grantees can
exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 141,400 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

2011 Stock Option Plan (No. 10)

Under the 2011 stock option plan (No. 10), stock options were granted to five directors of the Company on June 20, 2011. They are exercisable in
the period from June 21, 2011 to June 20, 2041. The terms of the options include certain limitations on the exercisability under which grantees can
exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 144,800 shares of common stock.
A summary of price information for the stock option plan is as follows;
		Exercise price:

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥657 ($5.93)

		 Average stock price on the date the option was exercised:

¥684 ($6.17)

		 Fair value at the grant date:

¥458 ($4.13)

		 Fair value at the grant date:

¥510 ($4.60)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
2012 stock option plan (No. 12)

Non-vested (shares):
Outstanding at February 28, 2018

2011 stock option plan (No. 10)

Non-vested (shares):
108,500

Outstanding at February 28, 2018

—

Granted

—

Forfeited

—

Forfeited

—

Vested

—

Vested

Outstanding at February 28, 2019

108,500

Vested (shares):
Outstanding at February 28, 2018
Vested
Exercised
Forfeited
Outstanding at February 28, 2019

—

Outstanding at February 28, 2019

69,400

Vested (shares):
32,900
—

Outstanding at February 28, 2018

12,000

Vested

—

18,900

Exercised

12,000

—

Forfeited

—

Outstanding at February 28, 2019

—

14,000

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

2012 Stock Option Plan (No. 11)

2011 Stock Option Plan (No. 9)

Under the 2012 stock option plan (No. 11), stock options were granted to one executive officer of the Company and nine directors and 18 executive
officers of a Company subsidiary on March 19, 2012. They are exercisable in the period from March 20, 2012 to February 28, 2042. The terms of
the options include certain limitations on the exercisability under which grantees can exercise their options during a five-year period starting a year
after they no longer occupy their positions as executive officers of the Company, or as directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 234,700 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

Under the 2011 stock option plan (No. 9), stock options were granted to one executive officer of the Company and 12 directors and 18 executive
officers of the Company subsidiary on March 18, 2011. They are exercisable in the period from March 19, 2011 to February 28, 2041. The terms of
the options include certain limitations on the exercisability under which grantees can exercise their options during a five-year period starting a year
after they no longer occupy their positions as executive officers of the Company, or as directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 199,900 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥734 ($6.62)

		 Average stock price on the date the option was exercised:

¥744 ($6.71)

		 Fair value at the grant date:

¥444 ($4.00)

		 Fair value at the grant date:

¥444 ($4.00)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
2012 stock option plan (No. 11)

Non-vested (shares):
Outstanding at February 28, 2018

2011 stock option plan (No. 9)

Non-vested (shares):
72,900

Outstanding at February 28, 2018

Granted

—

Granted

Forfeited

—

Forfeited

Vested

25,400

Outstanding at February 28, 2019

47,500

Vested (shares):

56,000
—
—

Vested

18,500

Outstanding at February 28, 2019

37,500

Vested (shares):

Outstanding at February 28, 2018

93,500

Outstanding at February 28, 2018

57,700

Vested

25,400

Vested

18,500

Exercised

82,400

Exercised

61,300

Forfeited

—

Forfeited

Outstanding at February 28, 2019

36,500

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.
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69,400

Granted
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—

Outstanding at February 28, 2019

14,900

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.
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2010 Stock Option Plan (No. 8)

Under the 2010 stock option plan (No. 8), stock options were granted to five directors of the Company on June 18, 2010. They are exercisable in
the period from June 19, 2010 to June 18, 2040. The terms of the options include certain limitations on the exercisability under which grantees can
exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 115,800 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:
		 Fair value at the grant date:

¥1 ($0.01)
¥613 ($5.53)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

2009 Stock Option Plan (No. 6)

Under the 2009 stock option plan (No. 6), stock options were granted to five directors of the Company on June 19, 2009. They are exercisable in
the period from June 20, 2009 to June 19, 2039. The terms of the options include certain limitations on the exercisability under which grantees
can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 155,000 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

		 Fair value at the grant date:

¥432 ($3.90)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
2009 stock option plan (No. 6)

2010 stock option plan (No. 8)

Non-vested (shares):

Non-vested (shares):
Outstanding at February 28, 2018

52,300

Outstanding at February 28, 2018

—

Granted

—

Forfeited

—

Forfeited

—

Vested

—

Vested

Outstanding at February 28, 2019

52,300

—

Outstanding at February 28, 2019

72,000

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

The number of rights to vest in the future periods is determined based on the actual forfeited number of the stock options because it is difficult
to estimate forfeiture in future.

2010 Stock Option Plan (No. 7)

2009 Stock Option Plan (No. 5)

Under the 2010 stock option plan (No. 7), stock options were granted to eight directors and 22 executive officers of a Company subsidiary on
March 19, 2010. They are exercisable in the period from March 20, 2010 to February 29, 2040. The terms of the options include certain limitations
on the exercisability under which grantees can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 194,600 shares of common stock.
A summary of price information for the stock option plan is as follows:

Under the 2009 stock option plan (No. 5), stock options were granted to 11 directors and 19 executive officers of a Company subsidiary on March
18, 2009. They are exercisable in the period from March 19, 2009 to February 28, 2039. The terms of the options include certain limitations on
the exercisability under which grantees can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 268,900 shares of common stock.
A summary of price information for the stock option plan is as follows:

		Exercise price:

		Exercise price:

¥1 ($0.01)

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥754 ($6.80)

		 Average stock price on the date the option was exercised:

¥756 ($6.82)

		 Fair value at the grant date:

¥475 ($4.28)

		 Fair value at the grant date:

¥362 ($3.27)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

2009 stock option plan (No. 5)

2010 stock option plan (No. 7)

Non-vested (shares):

Non-vested (shares):
Outstanding at February 28, 2018

44,100

Outstanding at February 28, 2018

Granted

—

Granted

Forfeited

—

Forfeited

Vested

11,700

Outstanding at February 28, 2019

32,400

42,000
—
—

Vested

10,200

Outstanding at February 28, 2019

31,800

Vested (shares):

Vested (shares):
Outstanding at February 28, 2018

36,800

Outstanding at February 28, 2018

31,800

Vested

11,700

Vested

10,200

Exercised

44,600

Exercised

37,400

Forfeited

—

Forfeited

Outstanding at February 28, 2019

3,900

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.
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72,000

Granted
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—

Outstanding at February 28, 2019

4,600

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.
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2008 Stock Option Plan (No. 4)

Under the 2008 stock option plan (No. 4), stock options were granted to 12 directors and 21 executive officers of a Company subsidiary on June
20, 2008. They are exercisable in the period from June 21, 2008 to February 28, 2038. The terms of the options include certain limitations on the
exercisability under which grantees can exercise their options during a five-year period starting a year after they no longer occupy their positions as
directors or executive officers of said Company subsidiary.
The number of stock options granted by type of shares is 91,100 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

		 Average stock price on the date the option was exercised:

¥739 ($6.67)

		 Fair value at the grant date:

¥905 ($8.16)

2007 Stock Option Plan (No. 2)

Under the 2007 stock option plan (No. 2), stock options were granted to five directors and two corporate auditors of the Company on July 20,
2007. They are exercisable in the period from July 21, 2007 to July 20, 2037. The terms of the options include certain limitations on the exercisability under which grantees can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors or corporate auditors of the Company.
The number of stock options granted by type of shares is 40,000 shares of common stock.
A summary of price information for the stock option plan is as follows:
		Exercise price:

¥1 ($0.01)

		 Fair value at the grant date:

¥1,284 ($11.58)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

2007 stock option plan (No. 2)
2008 stock option plan (No. 4)

Non-vested (shares):
Outstanding at February 28, 2018

Non-vested (shares):

16,600

11,400

Granted

—

Granted

—

Forfeited

—

Forfeited

—

Vested

Outstanding at February 28, 2018

Vested

3,200

Outstanding at February 28, 2019

8,200

Vested (shares):
Outstanding at February 28, 2018
Vested

10,000
3,200

Exercised

11,600

Forfeited

—

Outstanding at February 28, 2019

1,600

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

Under the 2008 stock option plan (No. 3), stock options were granted to five directors of the Company on June 20, 2008. They are exercisable in
the period from June 21, 2008 to June 20, 2038. The terms of the options include certain limitations on the exercisability under which grantees
can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors of the Company.
The number of stock options granted by type of shares is 70,000 shares of common stock.
A summary of price information for the stock option plan is as follows:
		 Fair value at the grant date:

¥1 ($0.01)
¥944 ($8.51)

2008 stock option plan (No. 3)

Non-vested (shares):
32,000

Granted

—

Forfeited

—

Vested
Outstanding at February 28, 2019

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

2006 Stock Option Plan (No. 1)

Under the 2006 stock option plan (No. 1), stock options were granted to 12 directors and two corporate auditors of the Company on June 20,
2006. They are exercisable in the period from July 1, 2006 to June 30, 2036. The terms of the options include certain limitations on the exercisability under which grantees can exercise their options during a five-year period starting a year after they no longer occupy their positions as directors or corporate auditors of the Company.
The number of stock options granted by type of shares is 63,000 shares of common stock.
A summary of price information for the stock option plan is as follows:
¥1 ($0.01)

		 Fair value at the grant date:

¥1,541 ($13.90)

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:
2006 stock option plan (No. 1)

Non-vested (shares):
Outstanding at February 28, 2018

14,500

Granted

—

Forfeited

—

Vested

A summary of the scale and movement of the stock option plan for the year ended February 28, 2019 is as follows:

Outstanding at February 28, 2018

16,600

		Exercise price:

2008 Stock Option Plan (No. 3)

		Exercise price:

—

Outstanding at February 28, 2019

—

Outstanding at February 28, 2019

14,500

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.

—
32,000

The number of rights to vest in future periods is determined based on the actual forfeited number of the stock options because it is difficult to
estimate forfeiture in the future.
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18. Segment Information

Millions of yen
Apparel

(1) Summary of reportable segments
The Companies’ reportable segments are components for which separate financial information is available and regular evaluation by the Board of
Directors is performed to decide how management resources are allocated and to assess performance.
The Companies engage in the apparel business (planning, production, and sales of textile products, including men’s and women’s clothing) and
the lifestyle business in Japan and overseas.
The reportable segments of the Companies comprise the “Apparel Business,” which is divided geographically into two categories, “Japan” and
“Overseas,” and the “Lifestyle Business.”
The “Apparel Business (Japan)” operates the apparel business in Japan; the “Apparel Business (Overseas)” operates the apparel business overseas.
The “Lifestyle Business” operates businesses including a cosmetic business, a wellness business related to ballet and dance and resorts, and a pet
supply and other business.
In the year ended February 28, 2019, the Companies reviewed their segmentation and changed their reportable segments from the “Apparel
Business (Japan),” “Apparel Business (Europe),” “Apparel Business (Asia / North America),” and “Other Business” to the “Apparel Business
(Japan),” “Apparel Business (Overseas),” and “Lifestyle Business.”
Segment information for the year ended February 28, 2018 is on the basis of the new segmentation.

(3) Information on net sales, profit or loss, assets, liabilities, and other items by reportable segment for the years ended February 28, 2018 and 2019
is as follows:
Millions of yen
Apparel
Japan

Overseas

Total

Lifestyle

Total

Adjustments
(Note 1)

Consolidated
total (Note 3)

Net sales to outside customers

¥170,215

¥45,517

¥215,732

¥27,343

¥243,075

¥    —

¥243,075

Intersegment sales or transfers

1,239

2,940

4,179

2,402

6,581

(6,581)

—

¥171,454

¥48,457

¥219,911

¥29,745

¥249,656

¥    (6,581)

¥243,075

Total
Segment profit (loss)

¥  8,563

¥    (2,716)

¥  5,847

¥ 1,727

¥  7,574

¥    (2,407)

¥  5,167

Segment assets

¥125,695

¥45,054

¥170,749

¥40,813

¥211,562

¥66,572

¥278,134

Depreciation and amortization (Note 2)

¥  3,611

¥ 1,274

¥  4,885

¥   994

¥  5,879

¥   456

¥  6,335

Investments in equity-method affiliates

8,384

842

9,226

—

9,226

—

9,226

Increases in property, plant and equipment,
and intangible assets (Note 2)

5,746

2,524

8,270

1,065

9,335

2,723

12,058

Notes:
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1. Adjustments consist of the following:
(1)	The adjustment amount for segment profit (loss) of ¥(2,407) million includes amortization of goodwill of ¥(2,563) million, elimination of
intersegment transactions of ¥4,532 million, and corporate expenses not allocated to reportable segments of ¥(4,376) million. Corporate
expenses are mainly general and administrative expenses that are not attributable to reportable segments.
(2)	The adjustment amount for segment assets of ¥66,572 million includes the unamortized balance of goodwill of ¥16,228 million, elimination of
intersegment transactions of ¥(120,941) million, and corporate assets not allocated to reportable segments of ¥171,285 million. Corporate assets
are mainly assets held by the Company, a pure holding company.
2.	Depreciation and amortization, and increases in property, plant and equipment, and intangible assets include long-term prepaid expenses (furniture and fixtures).
3. Segment profit (loss) coincides with the amount of operating profit in the consolidated statements of operations.
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Overseas

Total

Lifestyle

Total

Adjustments
(Note 1)

Consolidated
total (Note 3)

¥    —

¥240,652

Net sales to outside customers

¥167,058

¥47,506

¥214,564

¥26,088

¥240,652

1,424

3,702

5,126

2,318

7,444

(7,444)

—

¥168,482

¥51,208

¥219,690

¥28,406

¥248,096

¥    (7,444)

¥240,652

Total
Segment profit (loss)

¥  9,018

¥    (3,763)

¥  5,255

¥ 1,542

¥  6,797

¥    (2,335)

¥  4,462

Segment assets

¥125,674

¥49,516

¥175,190

¥40,188

¥215,378

¥72,177

¥287,555

Depreciation and amortization (Note 2)

¥  3,729

¥ 1,281

¥  5,010

¥   998

¥  6,008

¥   503

¥  6,511

Investments in equity-method affiliates

6,334

842

7,176

—

7,176

—

7,176

Increases in property, plant and equipment,
and intangible assets (Note 2)

6,150

2,368

8,518

635

9,153

4,320

13,473

Adjustments
(Note 1)

Consolidated
total (Note 3)

$     —

$2,170,581

Thousands of U.S. dollars
Apparel
Japan

Overseas

Total

Lifestyle

Total

Net sales to outside customers

$1,506,790

$428,484

$1,935,274

$235,307

$2,170,581

Intersegment sales or transfers

12,848

33,393

46,241

20,899

67,140

(67,140)

—

$1,519,638

$461,877

$1,981,515

$256,206

$2,237,721

$    (67,140)

$2,170,581

Total

(Changes in accounting estimates)
As stated in (24) Changes in accounting estimates, 2. Summary of Significant Accounting Policies, inventories of certain consolidated subsidiaries
were previously carried at the book value that was systematically written down at certain rates when the inventory-holding period exceeded certain
periods. These subsidiaries changed to a method whereby the book value is gradually written down according to the inventory-holding period.
As a result, segment profit of the “Apparel Business (Japan)” for the year ended February 28, 2019 increased by ¥2,166 million ($19,536 thousand), compared with that amount recorded by the previous method.

Japan

Intersegment sales or transfers

For the year ended February 28, 2019

(2) Method of calculating net sales, profit or loss, assets, liabilities, and other items by reportable segment
Accounting methods for reportable segments are mostly the same as the accounting methods described in “2. Summary of Significant
Accounting Policies.”
Profit by reportable segment refers to operating profit. Intersegment sales and transfers are based on market values.

For the year ended February 28, 2018

For the year ended February 28, 2019

Segment profit (loss)

$   81,340

$    (33,943)

$   47,397

$ 13,905

$   61,302

$    (21,060)

$   40,242

Segment assets

$1,133,527

$446,610

$1,580,137

$362,481

$1,942,618

$651,003

$2,593,621

Depreciation and amortization (Note 2)

$   33,629

$ 11,555

$   45,184

$  9,002

$   54,186

$  4,536

$   58,722

Investments in equity-method affiliates

57,131

7,595

64,726

—

64,726

—

64,726

Increases in property, plant and equipment,
and intangible assets (Note 2)

55,470

21,354

76,824

5,731

82,555

38,965

121,520

Notes:

1. Adjustments consist of the following:
(1)	The adjustment amount for segment profit (loss) of ¥(2,335) million ($(21,060) thousand) includes amortization of goodwill of ¥(2,302) million
($(20,762) thousand), elimination of intersegment transactions of ¥4,523 million ($40,799 thousand), and corporate expenses not allocated to
reportable segments of ¥(4,556) million ($(41,097) thousand). Corporate expenses are mainly general and administrative expenses that are not
attributable to reportable segments.
(2)	The adjustment amount for segment assets of ¥72,177 million ($651,003 thousand) includes the unamortized balance of goodwill of ¥9,455 million
($85,284 thousand), elimination of intersegment transactions of ¥(138,800) million ($(1,251,920) thousand), and corporate assets not allocated
to reportable segments of ¥201,522 million ($1,817,639 thousand). Corporate assets are mainly assets held by the Company, a pure holding
company.
2.	Depreciation and amortization, and increases in property, plant and equipment, and intangible assets include long-term prepaid expenses (furniture and fixtures).
3. Segment profit (loss) coincides with the amount of operating profit in the consolidated statements of operations.

(4) Segment information by geographical area for the years ended February 28, 2018 and 2019 is as follows:
(a) Sales
For the year ended February 28, 2018
Japan

¥190,496

Millions of yen
Europe

For the year ended February 28, 2019
Japan

¥186,458

Other

¥33,394

¥19,185

Total

¥243,075

Millions of yen
Europe

Other

¥34,745

For the year ended February 28, 2019

¥19,449

Total

¥240,652

Thousands of U.S. dollars

Japan

Europe

Other

Total

$1,681,769

$313,381

$175,431

$2,170,581
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(b) Property, plant and equipment
February 28, 2018

Millions of yen
Japan

¥75,348

Europe

Other

¥8,168

¥10,198

February 28, 2019

Total

¥93,714

Millions of yen
Japan

¥78,202

Europe

Other

¥7,908

¥10,608

February 28, 2019

Total

¥96,718

Thousands of U.S. dollars
Japan

Europe

Other

Total

$705,350

$71,324

$95,677

$872,351

(5) S egment information on impairment loss on fixed assets by reportable segment for the years ended February 28, 2018 and 2019 is as follows:
Millions of yen
Apparel
For the year ended February 28, 2018

Japan

Impairment loss

¥371

Overseas

Total

¥620

¥991

Lifestyle

¥—

Unallocated
amounts and
elimination

¥211

Total

¥1,202

Millions of yen
Apparel
For the year ended February 28, 2019

Japan

Impairment loss

¥631

Overseas

Total

Lifestyle

Unallocated
amounts and
elimination

Total

¥610

¥1,241

¥2

¥4,290

¥5,533

Thousands of U.S. dollars
Apparel
For the year ended February 28, 2019

Impairment loss
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Japan

Overseas

Total

$5,695

$5,499

$11,194

Lifestyle

$21

Unallocated
amounts and
elimination

Total

$38,694

$49,909
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