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Consolidated Financial Statements

Consolidated Balance Sheets

SECOM CO,, LTD. and Subsidiaries
March 31, 2022 and 2021

In millions of yen

Translation into thousands
of U.S. dollars (Note 3)

March 31 March 31
ASSETS 2022 2021 2022
Current assets:
Cash and cash equivalents (Notes 5 and 22) ..o, ¥ 531,555 ¥ 502,201 $ 4,357,008
Time depPOoSitS (NOTE T13) coivuiiiiieceeeeeeee e 8,972 9,587 73,541
Cash deposits for armored car services (NOte 6) ... 136,478 138,890 1,118,672
Short-term investments (NOTES 7 @Nd 22) ..ottt 26,528 21,220 217,443
Notes and accounts receivable, trade ... 165,415 153,410 1,355,861
DUE FrOM SUDSCIIDEIS ..ttt 61,300 61,479 502,459
[NVENEOITES (NOLE 8) ettt ettt ettt ettt es et ettt et en e et enees 38,171 31,784 312,877
Short-term deferred charges (Note 2 (13)) i 7,973 7,887 65,352
Short-term receivables (Notes 9, 13, 20 and 271) oo 26,192 27,666 214,689
Allowance for doubtful accounts (NOTE @) ....ivecviviieieeeiece e (2,077) (1,708) (17,025)
Deferred insurance acquisition costs (NOte T4) ..o 3,554 2,640 29,131
Other current assets ..., 22,597 24,375 185,222
TOtal CUMTENT @SSEES oo 1,026,658 979,431 8,415,230
Investments and long-term receivables:
Investment securities (Notes 2 (7), 7, 13 @NA 22) cvoeeeoeeeeeeeeeeeeeeeeeeeeee oo 215,012 214,107 1,762,393
Investments in affiliated companies (Note 10) ......oovviveceeeeeeeeeeeeeese e 71,663 67,130 587,402
Long-term receivables (Notes 9, 13, 20 and 271) c...cooeveveceeeeeeeeevceseeeve e 34,984 39,602 286,754
LS ABPOSIES it 20,699 19,731 169,664
Ot INVESTMENTS ettt ettt 11,380 11,105 93,279
Allowance for doubtful accounts (NOTE Q) ... (4,201) (4,002) (34,434)
349,537 347,673 2,865,058
Property, plant and equipment (Notes 11, 13, 19 and 20):
LN e 121,890 120,613 999,098
Buildings and improvements 388,254 377,361 3,182,410
Security equipment and control StatioNS ... 365,350 355,945 2,994,672
Machinery, equipment and aUtOMODILES. ..o 163,887 160,139 1,343,336
CONSIIUCHION TN PrOGIESS coivuiiieiiicieeeieeeee e 9,773 10,166 80,107
1,049,154 1,024,224 8,599,623
Accumulated depreciation (624,313) (595,115) (5,117,320)
424,841 429,109 3,482,303
Other assets:
Operating lease right-of-use assets (Notes 2 (12) and 19) oo, 137,412 140,500 1,126,328
Long-term deferred charges (Note 2 (13)) ... 13,174 13,905 107,984
GOOAWILL INOLE T2) it 109,653 109,946 898,795
Other intangible assets (Notes 12, 13, 19.and 20) ..o 58,676 58,376 480,951
Prepaid pension and severance costs (NOte 15) ... 47,852 39,532 392,230
Deferred iNCOME tAXES (NOTE T7) vttt ettt ettt en et 15,663 19,334 128,385
382,430 381,593 3,134,673
TOtAl @SSOES ..ot ¥2,183,466 ¥2,137,806 $17,897,264

See accompanying notes to consolidated financial statements.
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In millions of yen

Translation into thousands
of U.S. dollars (Note 3)

March 31 March 31
LIABILITIES AND EQUITY 2022 2021 2022
Current liabilities:
Bank (0ans (NOteS 6 @Nd T3) ... ¥ 31,814 ¥ 33852 $ 260,770
Current portion of long-term debt (Notes 13, 19 and 21) coo.cvoeveevoecieeeeeeeeeceeeeeeee 15,121 15,457 123,943
Notes and accounts payable, trade ... 46,038 44,265 377,361
Ot PAYADLES ..ottt 44,669 43,679 366,139
Deposits reCeIVEA (NOTE 6) ... 124,001 123,808 1,016,402
DEFEITEA FEVENUE ..ottt ettt 38,259 37,938 313,598
PN olol a8 T=To T aToTe]a a =T €= DI 26,665 23,560 218,566
ACCTUET PAYTOLL ettt 41,526 41,119 340,377
Current operating lease liabilities (Notes 2 (12) and 19) ..o 20,450 20,448 167,623
Other CUTENt HabilitiES cuoiiii ettt 30,622 35,876 251,001
Total cuUrrent labilities. ..o 419,165 420,002 3,435,780
Long-term liabilities:
Long-term debt (Notes 13, 19 aNd 271) ..o 51,844 53,492 424,951
Guarantee depoSits FECEIVEA ..ot 23,238 23,346 190,475
Accured pension and severance costs (NOte 15) ..o 30,244 29,868 247,902
Long-term deferred revenue 16,545 17,944 135,615
Unearned premiums and other insurance liabilities (Note 14)......cccccoccovvoiririiniiniecnn, 133,014 133,118 1,090,279
Investment deposits by policyholders (Notes 14 and 271) ..o 16,966 19,829 139,066
Deferred inCome taxes (NOTE 17) i 14,277 13,470 117,025
Noncurrent operating lease liabilities (Notes 2 (12) and 19) ..o 116,962 120,052 958,705
Other long-term liabilities (Notes 21, 22 and 23). 16,262 15,542 133,295
Total long-term labilities ..o 419,352 426,661 3,437,313
Total lHabilities. ..o 838,517 846,663 6,873,093
Commitments and contingent liabilities (Note 24)
Equity:
SECOM CO., LTD. shareholders' equity (Note 18):
Common stock
Authorized—900,000,000 shares, issued 233,298,049 shares in 2022
Authorized—900,000,000 shares, issued 233,295,926 shares in 2021 66,419 66,410 544,418
Additional Paid=iN CAPITAL...cciiieceee e 63,014 74,607 516,508
LBGAL TESEIVE oo 10,972 10,884 89,934
Retained earnings 1,139,866 1,070,419 9,343,164
Accumulated other comprehensive income (loss):
Unrealized gains on securities (NOtE 7) ... 2,424 2,566 19,869
Pension liability adjustments (NOte 15) ... 3,325 (658) 27,254
Foreign currency translation adjustments ... 2,929 (8,120) 24,008
8,678 (6,212) 71,131
Common stock in treasury, at cost:
15,215,218 shares in 2022 and 15,034,565 shares in 20271 ..o (79,437) (73,785) (651,123)
Total SECOM CO., LTD. shareholders’ €quUity ... 1,209,512 1,142,323 9,914,032
NONCONTIOLING INTEIESTS ot 135,437 148,820 1,110,139
Total equity 1,344,949 1,291,143 11,024,171
Total liabilities and equUity ... ¥2,183,466 ¥2,137,806 $17,897,264

See accompanying notes to consolidated financial statements.

SECOM Financial Data 2022

03



04

Consolidated Statements of Income

SECOM CO., LTD. and Subsidiaries
Three years ended March 31, 2022

In millions of yen

Translation into thousands

of U.S. dollars (Note 3)

Years ended March 31

Year ended March 31

2022 2021 2020 2022
Net sales and operating revenue (Notes 14, 18, 22 and 25) ... ¥1,166,098 ¥1,135339 ¥1,132,632 $9,558,180
Costs and expenses:
COSt Of SALES (NOLE B) w.voeiii s 802,443 790,288 795,318 6,577,402
Selling, general and administrative expenses (Notes 2 (18), 2 (19), 2 (20) and 4) 204,190 201,723 203,223 1,673,689
Impairment loss on long-lived assets (Note 11)... 113 95 952 926
Impairment loss on goodwill (Note 12).....c..cccccevvene. 268 5,660 758 2,197
Gain and loss on sales and disposal of fixed assets, ne 2,682 1,764 2,754 21,984
1,009,696 999,530 1,003,005 8,276,198
OPErating INCOMIE ..ot 156,402 135,809 129,627 1,281,982
Other income:
Interest and dividends 1,784 1,880 1,961 14,623
Gain and loss on sales of securities, net (Notes 7 and 18) ... 334 — 2,297 2,738
Gain on other-than-temporary impairment of investment securities (Notes 18 and 22) ... — 4,594 — —
Gain on private equity investments (Note 22).... 3,072 — — 25,180
Other (Notes 15, 16, 18 and 23) 4,480 5,647 5,545 36,722
9,670 12,121 9,803 79,263
Other expenses:
IMEEIEST e 1,165 1,168 1,120 9,549
Gain and loss on sales of securities, net (Notes 7 and 18) ... — 121 — —
Loss on other-than-temporary impairment of investment securities (Notes 18 and 22 848 — 3,738 6,951
Loss on private equity investmMents (NOtE 22) ... — 302 139 —
ORI INOEE TO) oo 2,370 1,254 1,477 19,427
4,383 2,845 6,474 35,927
Income from continuing operations before income taxes and equity
in net income of affiliated companies..............c.ccccoooeiioiiiiciicee 161,689 145,085 132,956 1,325,318
Income taxes (Note 17):
Current.... 46,738 43,743 45546 383,098
Deferred. 2,426 3,855 (4,711) 19,885
49,164 47,598 40,835 402,983
Income from continuing operations before equity
in net income of affiliated companies 112,525 97,487 92,121 922,335
Equity in net income of affiliated companies (Note 18). 6,639 6,578 6,654 54,418
Income from continuing operations .... 119,164 104,065 98,775 976,753
Income (loss) from discontinued operations, net of tax — (2,570) 975 —
Net income 119,164 101,495 99,750 976,753
Less: Net income attributable to noncontrolling interests. (11,433) (11,582) (12,614) (93,713)
Net income attributable to SECOM CO., LTD. ...... . ¥ 107,731 ¥ 89913 ¥ 87,136 $ 883,040
Translation into
Inyen U.S. dollars (Note 3)
Years ended March 31 Year ended March 31
2022 2021 2020 2022
Per share data (Note 2 (22)):
Income from continuing operations attributable to SECOM CO., LTD. ........cccce.... ¥492.83 ¥423.73 ¥394.76 $4.04
Income (loss) from discontinued operations attributable to SECOM CO., LTD. — (11.78) 4.47 —
Net income attributable to SECOM CO,, LTD. ..... 492.83 411.95 399.23 4.04
Cash dividends per share (Note 18) ¥175.00 ¥170.00 ¥170.00 $1.43
Consolidated Statements of Comprehensive Income Transtation nto thousands
| illi f f U.S. doll Not
SECOM CO., LTD. and Subsidiaries nmitions o7 yer 0f U.5. dollars (Note 3)
Three years ended March 31, 2022 Years ended March 31 Year ended March 31
2022 2021 2020 2022
Comprehensive income:
INEE TNCOMIE Lo ¥119,164 ¥101,495 ¥99,750 $ 976,753
Other comprehensive income (loss), net of tax:
Unrealized gains on securities.. (142) 519 (263) (1,164)
Pension liability adjustments ... 3,976 4,462 (4,037) 32,590
Foreign currency translation adjustments.... 11,678 (3,975) (2,934) 95,721
Total comprehensive income 134,676 102,501 92,516 1,103,900
Less: Comprehensive income attributable to noncontrolling interests (12,055) (11,739) (12,364) (98,811)
Comprehensive income attributable to SECOM CO., LTD. .................. ¥122,621 ¥ 90,762 ¥80,152 $1,005,089

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Changes in Equity

SECOM CO,, LTD. and Subsidiaries
Three years ended March 31, 2022

In millions of yen

Accumulated Common Total
Number of Additional other com- stockin  SECOM CO., LTD.
shares  Common paid-in Legal Retained prehensive treasury, shareholders’ Noncontrolling
issued stock capital reserve earnings income (loss) at cost equity interests Total
Balance, March 31, 2019 233,292,219  ¥66,393  ¥73,166 ¥10,783 ¥ 967,679 (¥ 78)  (¥73,759) ¥1,044,184 ¥131,718  ¥1,175,902
Comprehensive income:
Net income - — — — 87,136 — - 87,136 12,614 99,750
Other comprehensive income (loss), net of tax (Note 18):
Unrealized gains on securities. . — — — — — (263) — (263) — (263)
Pension liability adjustments — — — — — (3,858) — (3,858) (178) (4,036)
Foreign currency translation adjustments - — — — — (2,862) - (2,862) (72) (2,934)
Total comprehensive iNCOME........cocovrvrerruns . 80,153 12,364 92,517
Issuance of new stocks 1779 8 8 — — — — 16 — 16
Cash dividends paid to SECOM CO., LTD. shareholder: — — — - (37,104) — - (37,104) — (37,104)
Cash dividends paid to noncontrolling interest . — — — — — — — — (3,438) (3,438)
Transfer to legal reserve — — — 50 (50) — - - — -
Equity transactions with noncontrolling interests and other
(Note 18) — — 1,506 — — — — 1,506 (1,975) (469)
Gains on disposal of treasury StocK..........ccooecreriisereriisnnnns — — 0 — — — 0 0 — 0
Net changes in treasury stock — — — — — — (17) (17) — (17)
Balance, March 31, 2020 233,293,998 66,401 74,680 10,833 1,017,661 (7,061) (73,776) 1,088,738 138,669 1,227,407
Comprehensive income:
Net income — — — — 89,913 — — 89,913 11,582 101,495
Other comprehensive income (loss), net of tax (Note 18):
Unrealized gains on Securities ... — — — — — 519 — 519 — 519
Pension liability adjustments . — — — — — 3,942 — 3,942 520 4,462
Foreign currency translation adjustments — — — - — (3,612) - (3,612) (363) (3,975)
Total comprehensive income . 90,762 11,739 102,501
Issuance of new stock 1,928 9 9 — — — — 18 — 18
Cash dividends paid to SECOM CO., LTD. shareholder: — — — — (37,104) — — (37,104) — (37,104)
Cash dividends paid to noncontrolling interest . — — — — — — — - (2,523) (2,523)
Transfer to legal reserve — — — 51 (51) — — — — —
Equity transactions with noncontrolling interests and other
(Note 18) - — (82) — — — - (82) 935 853
Gains on disposal of treasury StoCK.......ccovvniiiinciccns — — — — — — — — — —
Net changes in treasury stock — — — — — — (9) (9) — @
Balance, March 31, 2021 233,295,926 66,410 74,607 10,884 1,070,419 (6,212) (73,785) 1,142,323 148,820 1,291,143
Comprehensive income:
Net income — — — — 107,731 — — 107,731 11,433 119,164
Other comprehensive income (loss), net of tax (Note 18):
Unrealized gains on SECUTItIeS . — — — — — (142) — (142) — (142)
Pension liability adjustments.......cc.e. . — — — — — 3,983 — 3,983 (7) 3,976
Foreign currency translation adjustments — — — — — 11,049 — 11,049 629 11,678
Total comprehensive iNCOME.......oowvvrreerrinns . 122,621 12,055 134,676
Issuance of new stocks 2,123 9 9 - - - - 18 - 18
Cash dividends paid to SECOM CO., LTD. shareholders........... — — — — (38,196) — — (38,196) — (38,196)
Cash dividends paid to noncontrolling interests..........coeee.. — - - - - - — — (2,965) (2,965)
Transfer to legal reserve — — — 88 (88) — - - — -
Equity transactions with noncontrolling interests and other
(Note 18) — —  (11,602) — — — — (11,602) (22,473) (34,075)
Gains on disposal of treasury stocK. ..., — — 0 — — — 0 0 — 0
Net changes in treasury stock — — — — — — (5,652) (5,652) — (5,652)
Balance, March 31, 2022 233,298,049  ¥66,419  ¥63,014 ¥10,972 ¥1,139,866 ¥ 8,678  (¥79,437) ¥1,209,512 ¥135,437  ¥1,344,949
Translation into thousands of U.S. dollars (Note 3)
Accumulated Common Total
Additional other com- stockin ~ SECOM CO., LTD.
Common paid-in Legal Retained prehensive treasury, shareholders’ Noncontrolling
stock capital reserve earnings income (loss) at cost equity interests Total
Balance, March 31, 2021 $544,344  $611533  $89,213  $8,773,926 ($50,918)  ($604,795) $9,363,303 $1,219,836 $10,583,139
Comprehensive income:
Net income — — — 883,040 — — 883,040 93,713 976,753
Other comprehensive income (loss), net of tax (Note 18):
Unrealized gains on securities — — — — (1,164) — (1,164) — (1,164)
Pension liability adjustments — — — — 32,647 — 32,647 (57) 32,590
Foreign currency translation adjustments ... — — — — 90,566 — 90,566 5,155 95,721
Total comprehensive income 1,005,089 98,811 1,103,900
Issuance of new stocks 74 74 - - - - 148 - 148
Cash dividends paid to SECOM CO., LTD. shareholders — — — (313,081) — — (313,081) — (313,081)
Cash dividends paid to noncontrolling interests....... - - - — — - - (24,303) (24,303)
Transfer to legal reserve — - 721 (721) — — — — —
Equity transactions with noncontrolling interests and other
(Note 18) — (95,099) — — — — (95,099) (184,205) (279,304)
Gains on disposal of treasury stock — 0 — — — 0 0 — 0
Net changes in treasury stock — — — - - (46,328) (46,328) - (46,328)
Balance, March 31, 2022 $544,418 $516,508  $89,934 $9,343,164 $71,131  ($651,123) $9,914,032  $1,110,139 $11,024,171

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

SECOM CO., LTD. and Subsidiaries
Three years ended March 31, 2022

In millions of yen

Translation into thousands
of U.S. dollars (Note 3)

Years ended March 31

Year ended March 31

2022 2021 2020 2022
Cash flows from operating activities:
INEE INMCOMIE 1o bbb ¥119,164 ¥101,495 ¥ 99,750 $ 976,753
Adjustments to reconcile net income to net cash provided by operating activities—
Depreciation and amortization, including amortization of deferred charges
(Notes 2 (11),2(13) and 12)..... 78,507 78,716 77,574 643,500
Accrual for pension and severance costs, less payments .. (2,659) (2,110) 1,193 (21,795)
Deferred income taxes, including discontinued operations 2,426 3,859 (4,715) 19,885
Gain and loss on sales and disposal of fixed assets, net. 2,682 1,788 2,770 21,984
Impairment loss on long-lived assets (Note 11).. 113 95 952 926
Write-down on real estate inventories (Note 8)... — 20 66 —
Gain and loss on private equity investments (Note 22) (3,072) 302 139 (25,180)
Impairment loss on goodwill (Note 12) 268 5,660 758 2,197
Gain on sales of securities, Net (NOteS 7 @nd T4) ..o (709) 2,476 (2,962) (5,811)
Loss on other-than-temporary impairment of investment securities (Notes 14 and 22).. 2,373 (11,441) 8,540 19,451
Equity in net income of affiliated COMPENIES.........ivvviceeeeeeee oo (6,639) (6,578) (6,654) (54,418)
Changes in assets and liabilities, net of effects from acquisitions and disposals:
(Increase) decrease in cash deposits for armored car services 2,412 2,016 1,430 19,770
(Increase) decrease in receivables and due from subscribers, net of allowances. (10,450) 14,319 (10,576) (85,656)
(Increase) decrease in inventories (5,415) (787) 9,256 (44,385)
Increase in deferred charges (8,015) (8,985)  (11,754) (65,697)
Increase (decrease) in notes and accounts payable..... 2,986 (4,077) 2,361 24,475
Increase (decrease) in deposits received . 163 1,061 (4,822) 1,336
Increase (decrease) in deferred revenue.. (1,391) (1,807) 1,874 (11,402)
Increase (decrease) in accrued income taxes. 4,022 (935) 5,146 32,967
Increase (decrease) in guarantee deposits received (210) (1,197) (352) (1,721)
Increase (decrease) in unearned premiums and other insurance liabilities (103) 4,209 4,600 (844)
Increase (decrease) in accrued consumption tax .. (4,121) 1,295 4,529 (33,779)
Other, net 12,961 9,329 5,295 106,239
Net cash provided by operating activities ... s 185,293 188,723 184,398 1,518,795
Cash flows from investing activities:
(Increase) decrease in time deposits 738 (593) 1,564 6,049
Proceeds from sales of property, plant and equipment. 3,602 766 1,178 29,525
Payments for purchases of property, plant and equipment. (55,075) (50,122)  (63,126) (451,434)
Payments for purchases of intangible assets ............oe....... (10,778) (10,738)  (11,722) (88,344)
Proceeds from sales and redemptions of investment securities (Note 7 33,243 47,859 50,259 272,484
Payments for purchases of investment securities (31,683) (55,991)  (45,325) (259,697)
(Increase) decrease in short-term investments — 9,269 (1,357) —
Proceeds from sale of subsidiaries, net of cash and cash equivalents disposed of. (3) 14,633 2,670 (25)
Acquisitions, net of cash acquired (Note 4) ................ — (7,098) (725) —
(Increase) decrease in short-term receivables, net. 57 310 (147) 467
Payments for long-term receivables (703) (1,472) (1,416) (5,762)
Proceeds from long-term receivables. 1,975 1,947 1,578 16,189
Other, Net.. oo (1,734) (1,719) (42) (14,214)
Net cash used in iNVESHING ACHVITIES ... (60,361) (52,949) (66,611) (494,762)
Cash flows from financing activities:
Proceeds from long-term debt 5,349 16,699 8,802 43,844
Repayments of long-term debt...... (16,953) (18,752)  (18,793) (138,959)
Increase (decrease) in bank loans, net ... (1,903) (4,500) 162 (15,598)
Increase (decrease) in investment deposits by policyholders. (2,863) (1,687) (2,099) (23,467)
Dividends paid to SECOM CO., LTD. shareholders. (38,196)  (37,104)  (37,104) (313,081)
Dividends paid to noncontrolling interests (2,965) (2,600) (3,425) (24,303)
Payments for acquisition of shares of consolidated subsidiaries from noncontrolling
interest holders .... (28,573) (241) (659) (234,205)
Increase in treasury stock, (11,241) 9) (16) (92,139)
Other, Net. o 72 478 190 588
Net cash used in financing activities (97,273)  (47,716)  (52,942) (797,320)
Effect of exchange rate changes on cash and cash equivalents... 1,695 (525) 93 13,893
Net increase in cash and cash equivalents 29,354 87,533 64,938 240,606
Cash and cash equivalents at beginning of year. 502,201 414,668 349,730 4,116,402
Cash and cash equivalents at end of year ¥531,555 ¥502,201 ¥414,668 $4,357,008

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

SECOM CO., LTD. and Subsidiaries
Three years ended March 31, 2022

1. Nature of Operations

The parent company and its subsidiaries (collectively “the Company”)
are engaged in the businesses of security services, fire protection
services, medical services, insurance services, geospatial information
services, BPO and ICT services, and other services. With these services
combined, the Company is focusing on the establishment of a Social
System Industry, a network of integrated services and systems,
targeted at the needs of people and business.

The Company's principal business activities are security services,
including on-line security systems for commercial and residential
premises, static guard services, armored car services for cash collec-
tion and deposit and sales of security merchandise. The Company has
also been diversifying its services covering: fire protection services,
including automatic fire alarm systems and fire extinguishing systems;
medical services, including home and other medical services and the
operations of variable interest entities of which the Company is the pri-
mary beneficiary through managing hospitals and health care-related
institutions; non-life insurance services; geospatial information ser-
vices using geospatial information systems (GIS) and surveying and
measuring technology; BPO and ICT services, including data center
services, business continuity plan support, information security ser-
vices and cloud-based services; as well as Business Process
Outsourcing ("BPQ") related services; other services, including lease of
real estate, construction and installation services and other services.

2. Significant Accounting Policies

The parent company and its Japanese subsidiaries maintain their
records and prepare their statutory financial statements in accordance
with accounting principles generally accepted in Japan (“Japanese
GAAP"). Certain adjustments and reclassifications have been incorpo-
rated in the accompanying financial statements to conform with U.S.
generally accepted accounting principles (“U.S. GAAP"). These
adjustments were not recorded in the statutory books of account.

Significant accounting policies used in the preparation of the
accompanying consolidated financial statements are summarized
below:

(1) Basis of Consolidation and Investments in Affiliated Companies

The consolidated financial statements include the accounts of the
parent company and those of its majority-owned subsidiaries. All sig-
nificant intercompany transactions and balances have been eliminated
in consolidation.

Investments in companies in which the ability to exercise significant
influence exists (generally 20 to 50 percent owned companies), are
accounted for under the equity method. Consolidated income includes
the Company’s current equity in the net income of affiliated companies,
after elimination of intercompany profits.

(2) Consolidation of Variable Interest Entities

The consolidated financial statements also include variable interest
entities (“VIEs") of which the Company is the primary beneficiary.

The Accounting Standards Codification ("ASC") 810, “Consolidation,”
issued by the Financial Accounting Standards Board (“FASB”) requires
the reporting entity to consolidate a variable interest entity (“VIE") as its
primary beneficiary when it is deemed to have a controlling financial
interest in a VIE, meeting both of the following characteristics:

« The power to direct activities of a VIE that most significantly

impact the VIE's economic performance.

* The obligation to absorb losses of the VIE that could potentially be

significant to the VIE or the right to receive benefits from the VIE
that could potentially be significant to the VIE.

The Company provides investments, loans and guarantees to
organizations managing hospitals and health care-related institutions,
to a company holding real estate, and to a PFI (Private Finance
Initiative) organization which was established to build, maintain and
operate correctional facilities. Certain of these organizations are
considered VIEs under ASC 810.

Total assets and liabilities held by VIEs of which the Company is the
primary beneficiary were ¥90,505 million ($741,844 thousand) and
¥92,880 million ($761,311 thousand), respectively, at March 31, 2022,
and ¥89,539 million and ¥98,588 million, respectively, at March 31,
2021. The creditors of VIEs do not have recourse to the Company's gen-
eral credit with the exception of debts guaranteed by the Company.
Total assets and liabilities held by VIEs of which the Company holds
significant variable interests but is not the primary beneficiary were
¥27,670 million ($226,803 thousand) and ¥24,611 million ($201,730
thousand), respectively, at March 31, 2022, and ¥27,610 million and
¥24,882 million, respectively, at March 31, 2021. The Company'’s assets
in the consolidated balance sheets and the Company’s maximum expo-
sure to losses related to VIEs at March 31, 2022 and 2021 were ¥9,186
million ($75,295 thousand) and ¥8,804 million, respectively.

(3) Revenue Recognition
The Company recognizes revenue based on the following five steps
in accordance with ASC 606, “Revenue from Contracts with Customers.”

Step 1: Identify the contract with a customer

Step 2: Identify the performance obligations in the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the performance obligations
in the contract

Step 5: Recognize revenue when (or as) the entity satisfies a
performance obligation

The Company generates revenue principally through the sales of
merchandise and services in the areas of security services, fire protec-
tion services, medical services, insurance services, geospatial informa-
tion services, BPO and ICT services, and other services under separate
contractual arrangements.

Revenue from term service contracts, including security services, is
recognized over the contractual period or, in the case of specific ser-
vices, when such services are rendered. Subscribers are generally
requested to prepay a portion of service charges, especially for secu-
rity services, which are credited to deferred revenue and recognized in
income ratably over the covered service period. Revenue from the
installation of security equipment used to provide on-line centralized
security services is deferred and recognized over the contractual
period of security services after completion of the installation. The
related installation costs are also deferred and amortized over the
contractual period (Note 2 (13)).

The Company enters into arrangements with multiple elements,
which may include any combination of security equipment, installation
and security services. The Company allocates revenue to each element
based on its relative fair value if such element meets criteria for treat-
ment as a separate unit of accounting as prescribed in ASC 606,
“Revenue from Contracts with Customers.” Otherwise, revenue is
deferred until the undelivered elements are fulfilled as a single unit of
accounting.

Revenue from sales of merchandise and software is recognized
when the merchandise and software are received by the customer and,
in the case of installations, when such installations are completed.

Revenue from construction contracts is recognized on the basis of
the progress of the performance obligation, which is mainly measured
by input methods based on costs incurred.
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Excluding the aforementioned policy, the policies as specifically
described hereinafter are applied for each of revenue items.

Property and casualty insurance premiums are earned ratably over
the terms of the related insurance contracts. Unearned premiums are
earned ratably over the terms of the unexpired portion of premiums
written.

Revenue from sales of equipment under sales-type leases is rec-
ognized at the inception of the lease. Unearned income on sales-type
leases and direct-financing leases is recognized over the life of each
respective lease using the interest method. Leases not qualifying as
sales-type leases or direct-financing leases are accounted for as oper-
ating leases and the related revenue is recognized over the lease term.

Taxes collected from customers and remitted to governmental
authorities on revenue-producing transactions are accounted for on
a net basis and therefore are excluded from net sales and operating
revenue in the consolidated statements of income.

(4) Foreign Currency Translation

All asset and liability accounts of foreign subsidiaries and affiliates
are translated into Japanese yen at the rates of exchange in effect at
year-end and all income and expense accounts are translated at aver-
age rates of exchange during the year. The resulting translation adjust-
ments are accumulated and reported as part of other comprehensive
income (loss).

Foreign currency receivables and payables of the Company are
translated into yen at the rate in effect at the balance sheet date and
the resulting translation gains and losses are credited or charged to
foreign currency income/expenses for the year.

(5) Cash Equivalents

For the purpose of the consolidated statements of cash flows, the
Company considers all highly liquid investments purchased with initial
maturities of three months or less to be cash equivalents.

(6) Investments in Debt and Equity Securities

The Company classifies investments in debt and equity securities
as “available-for-sale” or “held-to-maturity.” The Company has no
securities classified as “trading.” "Held-to-maturity” securities are
those securities in which the Company has the ability and intent to
hold the security until maturity. All securities not included in “trading”
or “held-to-maturity” are classified as “available-for-sale” securities.
Marketable equity securities classified as “available-for-sale” are
measured at fair value with unrealized gains and losses included in
income. Marketable debt securities classified as “available-for-sale”
are measured at fair value, and unrealized holding gains and losses
are reported as part of accumulated other comprehensive income
(loss), net of tax. Debt securities classified as “held-to-maturity” are
reported at amortized cost.

A decline in the fair value of any marketable debt securities classi-
fied as "available-for-sale” below cost that is deemed to be other-than-
temporary results in a reduction in the carrying amount to fair value.
The impairment is charged to income and a new cost basis for the
securities is established. To determine whether an impairment is other-
than-temporary, the Company considers the length of time and extent
to which the market value of the security has been less than its original
cost, the financial condition, other specific factors affecting the market
value, deterioration of the credit condition of the issuers, and whether
or not the Company is able to retain the investment for a period of time
sufficient to allow for the anticipated recovery in market value.
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Realized gain or losses on the sale of marketable debt securities
classified as “available-for-sale” are based on the moving-average cost
method and are credited or charged to income.

Other investments in non-public companies, except for private equity
investments, are recorded at cost as fair value is not readily determin-
able. The Company periodically evaluates the values of other invest-
ments in non-public companies for possible impairment by taking into
consideration the financial and operating conditions of the issuer, the
general market conditions in the issuer’s industry and the period of
the decline in the estimated fair value and other relevant factors. If the
impairment is determined to be other-than-temporary, other invest-
ments in non-public companies are written down to their impaired
value through a charge to income.

(7) Private Equity Investments

The Company accounts for private equity investments in accordance
with ASC 946, “Financial Services—Investment Companies,” in which
investments are accounted for at fair value based on the Company's
assessment of each underlying investment. The investments, by their
nature, have little or no price transparency.

Investments are initially carried at cost as an approximation of fair
value. Adjustments to carrying value are made if there is evidence
of a change in fair value. Downward adjustments are also made, in
the absence of third-party transactions, if it is determined that the
expected realizable value of the investment has declined below the
carrying value.

The carrying value of private equity investments was ¥16,368 million
($134,164 thousand) and ¥12,126 million at March 31,2022 and 2021,
respectively.

Private equity investments are included in investment securities in
the consolidated balance sheets.

(8) Inventories

Inventories, consisting of security-related products, fire protection-
related products, real estate and other related products, are stated
at the lower of cost and net realizable value. Cost is determined,
in the case of real estate, based on the specific identification method
and, in the case of other inventories, primarily using the moving-
average method.

(9) Allowance for Doubtful Accounts

The Company recognizes an allowance for doubtful accounts to
ensure trade, short-term and long-term receivables, and other receiv-
ables are not overstated due to uncollectibility. Allowance for doubtful
accounts is maintained for all customers based on a variety of factors,
including the length of time receivables are past due, macroeconomic
conditions, significant one-time events and historical experience.
An additional reserve for individual accounts is recorded when the
Company becomes aware of a customer’s inability to meet its financial
obligations, such as in the case of bankruptcy filings or deterioration in
the customer’s operating results or financial position. If circumstances
related to customers change, estimates of the recoverability of
receivables would be further adjusted.

(10) Deferred Insurance Acquisition Costs

Costs that vary with and are primarily related to acquiring new
insurance policies are deferred and amortized principally over the
premium-paying period of the related insurance policies applying a
percentage relationship of cost incurred to premiums from contracts
issued to applicable unearned premiums throughout the period of
the contract.



(11) Property, Plant and Equipment and Depreciation

Property, plant and equipment, including significant leasehold
improvements, are carried at cost and depreciated at rates based on
the estimated useful lives of the assets. Depreciation is computed
using the straight-line method for assets other than security equip-
ment and control stations. Security equipment and control stations are
depreciated using the declining-balance method. Assets leased to
others under operating leases are depreciated using the straight-line
method over the estimated useful lives. Depreciation expense was
¥58,033 million ($475,680 thousand), ¥57,067 million and ¥55,498 mil-
lion for the years ended March 31, 2022, 2021 and 2020, respectively.
Maintenance, repairs and renewals are charged to income as incurred.

The estimated useful lives of depreciable assets are as follows:
Buildings 33to 50 years
Security equipment and control stations 5 to 8 years
Machinery, equipment and automobiles 2 to 20 years

The Company recognizes asset retirement obligations if the fair
value of the obligations can be reasonably estimated. Asset retirement
obligations include those for which an entity has a legal obligation to
perform an asset retirement activity, however, the timing and/or
method of settling the obligation are conditional on a future event that
may or may not be within the control of the entity.

Performance of a contractual asset retirement obligation is required
for the building leased by a certain subsidiary when the lease matures
and the Company returns the leased building to its owner. However, the
Company plans not to relocate from the building and to continue to use
it until it will be demolished without restoration. As such, the execution
of such obligation is not expected. The Company evaluated all the avail-
able evidence as of March 31, 2018 and performed efforts to establish
the best estimate. However, the scope and the amount of execution of
the obligation cannot be reasonably estimated. Therefore, an asset
retirement obligation for that building lease is not recognized.

(12) Leases as lessee
The Company recognizes a right of use asset and a lease liability at

the lease commencement date, for finance leases and operating leases.

Some of the contracts include options to extend or to terminate
the lease. The Company takes such options into consideration in
order to determine the lease term when it is reasonably certain that
it will exercise these options. The Company uses its incremental
borrowing rate based on the information available at commencement
to determine the present values of lease payments. The incremental
borrowing rate is the rate of interest that the Company would have to
pay to borrow.

(13) Short-Term Deferred Charges and Long-Term Deferred Charges
Short-term deferred charges and long-term deferred charges pri-
marily consist of costs related to installation services of security equip-

ment used to provide on-line security systems. The installation costs
are deferred and amortized using the straight-line method over the
contractual period of security services after completion of the installa-
tion. Amortization expense was ¥9,466 million ($77,590 thousand),
¥10,553 million and ¥11,080 million for the years ended March 31,
2022, 2021 and 2020, respectively.

(14) Impairment or Disposal of Long-Lived Assets

In accordance with ASC 360, "Property, Plant and Equipment,” the
Company reviews the carrying amount of its long-lived assets held and
used, other than goodwill and intangible assets with indefinite lives,
and assets to be disposed of, whenever events or changes in circum-
stances indicate that the carrying amount may not be recoverable.
Long-lived assets to be held and used are reviewed for impairment by
comparing the carrying amount of the assets with their estimated
future undiscounted cash flows. If it is determined that an impairment
loss has occurred, the loss would be recognized during the period, and
calculated as the difference between the assets’ carrying amount and
the fair value. Long-lived assets that are to be disposed of other than
by sale are considered held and used until they are disposed of. Long-
lived assets that are to be disposed of by sale are reported at the lower
of their carrying amount or fair value less cost to sell. Reductions in
the carrying amount are recognized in the period in which the long-
lived assets are classified as held for sale.

(15) Goodwill and Other Intangible Assets

Goodwill represents the excess of costs over the fair value of assets
of business acquired. Pursuant to ASC 350, “Intangibles—Goodwill
and Other,” goodwill and intangible assets acquired in a purchase
business combination and determined to have an indefinite useful life
are not amortized, but instead tested for impairment at least annually.
This accounting standard also requires that intangible assets with
estimable useful lives be amortized over their respective estimated
useful lives to their estimated residual values, and reviewed for impair-
ment in accordance with ASC 360. The Company conducts its annual
impairment test each fiscal year.

(16) Unearned Premiums and Other Insurance Liabilities

Unearned premiums are related to unexpired periods of insurance
contracts and are earned on a pro-rata basis over the remaining con-
tract period. Other insurance liabilities consist principally of liabilities
for unpaid claims and adjustment expenses, which are estimates of
payments to be made on reported claims and incurred but not reported
claims, which are computed based on past experience for unpaid
losses.

(17) Income Taxes

Income taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial state-
ment carrying amounts of existing assets and liabilities and their
respective tax bases, and operating loss carryforwards. Deferred tax
assets and liabilities are measured using enacted tax rates expected to
apply to taxable income in the years in which those temporary differ-
ences and carryforwards are expected to be realized or settled. 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.
Valuation allowances are recorded to reduce deferred tax assets when
it is more likely than not that a tax benefit will not be realized.

The Company recognizes in the consolidated financial statements
the impact of a tax position, if any, based on the technical merits of the
position, when that position is more likely than not to be sustained
upon examination. The benefit of the tax position is measured at the
largest amount of benefit that has greater than 50 percent likelihood of
being realized upon settlement with the appropriate tax authority.

The Company recognizes interest and penalties accrued related to
unrecognized tax benefits in income taxes in the consolidated
statements of income.
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(18) Research and Development

Research and development costs are charged to income as incurred.
Research and development expenses included in selling, general and
administrative expenses for the years ended March 31, 2022, 2021 and
2020 were ¥8,243 million ($67,566 thousand), ¥8,034 million and
¥7,428 million, respectively.

(19) Advertising Costs

Advertising costs are charged to income as incurred, except for the
costs related to insurance policies. Advertising costs for acquiring new
insurance policies are deferred and amortized as part of insurance
acquisition costs. Advertising expenses included in selling, general
and administrative expenses for the years ended March 31, 2022, 2021
and 2020 were ¥5,416 million ($44,393 thousand), ¥4,462 million and
¥5,740 million, respectively.

(20) Shipping and Handling Costs

Shipping and handling costs included in selling, general and admin-
istrative expenses for the years ended March 31, 2022, 2021 and 2020
were ¥1,337 million ($10,959 thousand), ¥1,317 million and ¥1,482
million, respectively.

(21) Derivative Financial Instruments

The Company accounts for derivative financial instruments in
accordance with ASC 815, “Derivatives and Hedging."

The Company recognizes all derivative financial instruments in
the consolidated financial statements at fair value regardless of the
purpose or intent for holding them. Changes in the fair value of deriva-
tive financial instruments are either recognized periodically in income
or in equity as a component of accumulated other comprehensive
income (loss) depending on whether the derivative financial instru-
ments qualify for hedge accounting, and if so, whether they qualify as
a fair value hedge or a cash flow hedge. Changes in the fair values of
derivative financial instruments accounted for as a fair value hedge
are recorded in income along with the portion of the change in the fair
value of the hedged item that relates to the hedged risk. Changes in
the fair value of derivative financial instruments accounted for as a
cash flow hedge, to the extent it is effective as a hedge, are recorded in
accumulated other comprehensive income (loss), net of tax. Changes
in the fair value of derivative financial instruments not qualifying as a
hedge are reported in income.

The Company meets the documentation requirements necessary
for effective hedges which include the risk management objective and
strategy for undertaking various hedge transactions. In addition, formal
assessment is made at inception of the hedge and periodically on an
on-going basis, as to whether the derivatives used in hedging activities
are highly effective in offsetting changes in fair values or cash flows of
hedged items. Hedge accounting is discontinued for ineffective hedges,
if any. Changes in fair value of discontinued hedges are recognized in
income.

(22) Per Share Data

Basic Earnings per Share ("EPS”) is computed based on the average
number of shares of common stock outstanding for the period. The
average number of shares of common stock outstanding for the years
ended March 31, 2022, 2021 and 2020 was 218,595 thousand shares,
218,261 thousand shares and 218,261 thousand shares, respectively.
There were no potentially dilutive shares outstanding during the years
ended March 31, 2022, 2021 or 2020.

Cash dividends per share shown in the accompanying consolidated
statements of income are computed based on dividends approved and
paid in each fiscal year.
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(23) Use of Estimates

The preparation of the consolidated financial statements requires
management of the Company to make a number of estimates and
assumptions relating to the reported amounts of assets and liabilities,
the disclosures of contingent assets and liabilities at the date of
the consolidated financial statements and the reported amounts of
revenues and expenses during the period. Actual results could differ
from those estimates. Significant items subject to such estimates and
assumptions include the carrying amounts of inventories, deferred
insurance acquisition costs, investment securities, other investments,
property, plant and equipment, goodwill, other intangible assets,
unearned premiums and other insurance liabilities, valuation of
receivables, valuation allowances for deferred income taxes, valuation
of derivative instruments, assets and obligations related to employee
benefits, asset retirement obligations, income tax uncertainties, and
other contingencies.

(24) Recent Pronouncements

In June 2016, the FASB issued ASU No. 2016-13, "Measurement of
Credit Losses on Financial Instruments.” This accounting standard
replaces the current incurred loss methodology that delays recogni-
tion of the full amount of credit losses until the loss was probable of
occurring with a methodology that reflects expected credit losses and
requires consideration of a broader range of reasonable and support-
able information to inform credit loss estimates. This accounting stan-
dard was originally planned to be effective for the fiscal years
beginning after December 15, 2020, however, in November 2019, the
FASB issued ASU No. 2019-10, “Effective Dates.” which defers the
effective date of ASU No. 2016-13 for public entities excluding
Securities and Exchange Commission (SEC) filers for two years.
Therefore, this accounting standard is effective for the fiscal years
beginning after December 15, 2022, including interim periods within
that reporting period, and will be adopted by the Company in the fiscal
year beginning April 1, 2023. The Company is currently evaluating the
effect of adopting this accounting standard on its consolidated financial
statements.

In January 2017, the FASB issued ASU No. 2017-04, "Simplifying the
Test for Goodwill Impairment.” This accounting standard eliminates
Step 2 from the goodwill impairment test. Instead, the amendments
require an entity to perform its annual, or interim, goodwill impair-
ment test by comparing the fair value of a reporting unit with its car-
rying amount and recognize an impairment charge for the amount
by which the carrying amount exceeds the reporting unit’s fair value.
This accounting standard is effective for the fiscal years beginning
after December 15, 2020, including interim periods within that report-
ing period, and was adopted by the Company in the fiscal year begin-
ning April 1, 2021. The adoption did not have a material impact on the
Company's consolidated results of operations or financial position.

In August 2018, the FASB issued ASU No. 2018-12, “Targeted
Improvements to the Accounting for Long-Duration Contracts.” This
accounting standard changes the recognition, measurement, presenta-
tion and disclosure requirements for long duration contracts. This
accounting standard was originally planned to be effective for the
fiscal years beginning after December 15, 2020, however, in November
2019, the FASB issued ASU No. 2019-09, "Effective Dates.” which defers
the effective date of ASU No. 2018-12 for public entities excluding
Securities and Exchange Commission (SEC) filers for three years.
Therefore, this accounting standard is effective for the fiscal years
beginning after December 15, 2023, and interim periods within the
fiscal years beginning after December 15 2024, and will be adopted by
the Company in the fiscal year beginning April 1, 2024. The Company is
currently evaluating the effect of adopting this accounting standard on
its consolidated financial statements.



In October 2021, the FASB issued ASU No. 2021-08, "Accounting for
Contract Assets and Contract Liabilities from Contracts with
Customers.” This accounting standard requires an entity to recognize
and measure contract assets and contract liabilities acquired in a
business combination. This accounting standard is effective for the
fiscal years beginning after December 15, 2022, including interim peri-
ods within that reporting period, and will be adopted by the Company in
the fiscal year beginning April 1, 2023. The Company is currently evalu-
ating the effect of adopting this accounting standard on its consolidated
financial statements.

In November 2021, the FASB issued ASU No. 2021-10, “Disclosures
by Business Entities about Government Assistance”. This accounting
standard requires annual disclosures about transactions with a
government that are accounted for by applying a grant or contribution
accounting model by analogy to other accounting guidance. The annual
disclosure shall include; (1) information about the nature of the
transactions and the related accounting policy used to account for the
transactions, (2) the line items on the consolidated balance sheet and
consolidated income statement that are affected by the transactions,
and the amounts applicable to each financial statement line item, and
(3) significant terms and conditions of the transactions, including
commitments and contingencies. This accounting standard is effective
for the fiscal years beginning after December 15, 2021, including
interim periods within that reporting period, and will be adopted by the
Company in the fiscal year beginning April 1, 2022. The Company is
currently evaluating the effect of adopting this accounting standard on
its consolidated financial statements.

(25) Discontinued Operations

ASC 205-20, "Discontinued Operations,” requires the operating
results of any component of an entity with its own identifiable opera-
tions and cash flows which is disposed of or is classified as held for
sale, and with which the Company will not have significant continuing
involvement to be reported in discontinued operations. The results of
operations related to certain businesses classified as discontinued
operations in the years ended March 31, 2021 and 2020 were
reclassified in the accompanying consolidated financial statements.

3. U.S. Dollar Amounts

U.S. dollar amounts have been included in these financial state-
ments solely for the convenience of the reader. The translations of yen
into U.S. dollars have been made at the rate of ¥122=US$1, the approx-
imate rate prevailing on the Tokyo Foreign Exchange Market on March
31,2022. These translations should not be construed as representing
that the yen amounts actually constitute, or have been or could be
converted into U.S. dollars at that rate.

4. Acquisitions
Acquisition of ADT SERVICES (M) SDN. BHD. (Currently called SECOM
SMART (MALAYSIA) SDN. BHD.)

On September 1, 2020, the Company acquired 100% of common
shares outstanding of ADT SERVICES (M) SDN. BHD. for ¥5,113 million
in cash. The purpose of this acquisition is to increase corporate value
through further accelerating the expansion of security business
overseas.

The following table summarizes the estimated fair values of the
assets acquired and liabilities assumed at the date of acquisition.

In millions of yen

Cash and cash equivalents ..., ¥ 486
Cash deposits for armored car services. 118
Other current assets 61
Investments and long-term receivables 25
Property, plant and equipment 68
Intangible assets, including goodwill 4,475
Total assets acquired 5,233
Current liabilities 105
Long-term liabilities 15
Total liabilities assumed 120
Net asSets aCqUITEd ..o ¥5,113

The goodwill of ¥4,475 million represents expected excess earnings
power based on the future business operations. It is not deductible for
tax purposes and has been assigned to the Security services segment.

The Company recorded the acquisition costs of ¥15 million related to
this acquisition in selling, general and administrative expenses for the
year ended March 31, 2021.

Acquisition of ADT Integrated Security Solutions PTE. LTD. (Currently
called SECOM SMART (SINGAPORE) PTE. LTD.)

On October 1, 2020, the Company acquired 100% of common shares
outstanding of ADT Integrated Security Solutions PTE. LTD. for ¥1,717
million in cash. The purpose of this acquisition is to increase corporate
value through further accelerating the expansion of security business
overseas.

The following table summarizes the estimated fair values of the
assets acquired and liabilities assumed at the date of acquisition.

In millions of yen

Cash and cash equivalents ¥ 148
Cash deposits for armored car services 52
Other current assets 16
Property, plant and equipment 19
Intangible assets, including goodwill 1,577
Total assets acquired . 1,812
Current liabilities ... 95
Total liabilities asSUMEd ..o 95
Net asSets aCqUITEd ..o ¥1,717

The goodwill of ¥1,567 million represents expected excess earnings
power based on the future business operations. It is not deductible for
tax purposes and has been assigned to the Security services segment.

The Company recorded the acquisition costs of ¥11 million related to
this acquisition in selling, general and administrative expenses for the
year ended March 31, 2021.
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Acquisition of ADT Alarm Monitoring Hong Kong Limited

On February 5, 2021, the Company acquired 100% of common
shares outstanding of ADT Alarm Monitoring Hong Kong Limited for
¥1,377 million in cash and accounts payable. The purpose of this
acquisition is to increase corporate value through further accelerating
the expansion of security business overseas.

The following table summarizes the estimated fair values of the
assets acquired and liabilities assumed at the date of acquisition.

In millions of yen

7. Short-Term Investments and Investment Securities

Short-term investments (current) and investment securities
(noncurrent) include debt and equity securities. The related aggregate
fair value, gross unrealized gains, gross unrealized losses and costs
pertaining to “available-for-sale” and "held-to-maturity” investments at
March 31,2022 and 2021 are as follows:

In millions of yen

March 31, 2022

Gross unrealized

Cash and cash equivalents ... ¥ 172
Cash deposits for armored car services 47
Other current assets...... . 6
Intangible assets, including goodwill ... 1,263
Total assets acquired.... 1,488
Current liabilities.... 111
Total liabilities assumed .. 111
Net assets aCqUIred ..o ¥1,377

The goodwill of ¥1,263 million represents expected excess earnings
power based on the future business operations. It is not deductible for
tax purposes and has been assigned to the Security services segment.

The Company recorded the acquisition costs of ¥24 million related to
this acquisition in selling, general and administrative expenses for the
year ended March 31, 2021.

5. Cash and Cash Equivalents

Cost Gains Losses Fair value
Short-term investments:
Available-for-sale:
Debt securities.......... ¥ 24,976 ¥1,307 ¥ 0 ¥ 26,283
Held-to-maturity:
Debt securities.......... 245 0 0 245
¥ 25,221 ¥1,307 ¥ 0 ¥ 26,528
Investment securities:
Available-for-sale:
Debt securities.......... ¥103,875 ¥2,647 ¥592 ¥105,930
Held-to-maturity:
Debt securities.......... 11,557 1,163 236 12,484
¥115,432 ¥3,810 ¥828 ¥118,414

In millions of yen

March 31, 2021

Gross unrealized

X . Cost Gains Losses Fair value
Cash and cash equivalents at March 31,2022 and 2021 comprise the -
following: Short-term investments:
' Available-for-sale:
- In thousands of Debt securities.......... ¥ 20,825 ¥ 395 ¥ — ¥ 21,220
In millions of yen U.S. dollars o
Held-to-maturity:
March 31 March 31 Debt securities.......... — — — —
2022 2021 2022 ¥ 20,825 ¥ 395  ¥— ¥ 21220
¥518,113 ¥488,773 $4,246,827 | : : .
Time deposits... 12,950 13,068 106,148 nvestment securities:
Call loans _ - _ Available-for-sale:
Investment securitios. 492 360 4,033 Debt SeCUrItI?S: ......... ¥109,504 ¥3,208 ¥43 ¥112,669
Held-to-maturity:
¥531,555 ¥502,201  $4,357,008 Debt securities........ 11,833 1,362 — 13,195
¥121,337 ¥4,570 ¥43 ¥125,864

Investment securities include negotiable certificates of deposit and
money management funds. These agreements mature within three
months and their carrying values approximate fair value. The Company
has not experienced any losses through default of the financial institu-
tions and does not anticipate default of any outstanding agreements.

6. Cash Deposits for Armored Car Services

The Company operates cash collection and deposit services for
financial institutions relating to cash dispensers located outside of
financial institution facilities and also operates cash collection and
delivery services for entities other than financial institutions. Cash
deposit for armored car services balances are segregated from cash
and cash equivalents and are restricted as to use by the Company. The
Company funds most of the cash for such operations through bank
overdrafts and deposits. Bank loans and deposits received, which
relate to these operations, were ¥17,467 million ($143,172 thousand)
and ¥118,972 million ($975,180 thousand), respectively, at March 31,
2022, and ¥19,516 million and ¥119,334 million, respectively, at March
31,2021. As part of its fee arrangement, the Company is reimbursed
for the interest cost of the related overdrafts.
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In thousands of U.S. dollars

March 31, 2022

Gross unrealized

Cost Gains Losses Fair value
Short-term investments:
Available-for-sale:
Debt securities.......... $204,721  $10,714 % 0 $215,435
Held-to-maturity:
Debt securities.......... 2,008 0 0 2,008
$206,729 $10,714 $ 0 $217,443
Investment securities:
Available-for-sale:
Debt securities.......... $851,434  $21,696 $4,852 $868,278
Held-to-maturity:
Debt securities.......... 94,730 9,532 1,934 102,328
$946,164 $31,228 $6,786 $970,606




Gross unrealized losses on, and fair value of, “available-for-sale” and
“held-to-maturity” securities, aggregated by investment category and
the length of time that individual securities have been in a continuous
unrealized loss position at March 31, 2022 are as follows:

In millions of yen

March 31, 2022

Less than 12 months 12 months or longer

Proceeds from the sale of "available-for-sale” securities for the
years ended March 31,2022, 2021 and 2020 were ¥19,515 million
($159,959 thousand), ¥51,977 million and ¥35,559 million, respectively.
On those sales, the gross realized gains and gross realized losses,
using a moving-average cost basis, for the years ended March 31,
2022,2021 and 2020 are as follows:

In thousands of

Gross Gross
unrealized unrealized
Fair value losses Fair value losses
Available-for-sale:
Debt securities................ ¥50,215 ¥592 ¥— ¥—
Held-to-maturity:
Debt securities .............. ¥ 696 ¥236 ¥— ¥—

In thousands of U.S. dollars

March 31, 2022

Less than 12 months 12 months or longer

Gross Gross
unrealized unrealized
Fair value losses Fair value losses
Available-for-sale:
Debt securities............. $411,599  $4,852 $— $—
Held-to-maturity:
Debt securities................ $ 5705 $1,934 $— $—

Based on the Company's ability and intent to hold the investments
for a reasonable period of time sufficient for a recovery of fair value,
the credit condition of the issuers and other relevant factors, the
Company does not consider these investments to be other-than-
temporarily impaired at March 31, 2022.

At March 31, 2022, debt securities principally consisted of short-term
investments in monetary trusts, Japanese government bonds, corporate
bonds, U.S. treasury securities and U.S. Government Agency Bonds.

The cost and fair value of "available-for-sale” and “held-to-
maturity” debt securities by contractual maturity at March 31, 2022
are as follows:

In millions of yen

March 31, 2022

Available-for-sale Held-to-maturity

Cost Fair value Cost Fair value

Due within 1 year........ ¥ 24,976 ¥ 26,283 ¥ 245 ¥ 245

Due after 1 year

through 5 years......... 64,615 66,284 — —

Due after 5 years

through 10 years...... 12,118 12,455 — —

Due after 10 years...... 27,142 27,191 11,557 12,484
¥128,851 ¥132,213 ¥11,802 ¥12,729

In thousands of U.S. dollars

March 31, 2022

Available-for-sale Held-to-maturity

Cost Fair value Cost Fair value

Due within 1 year........ $ 204,721 $ 215,435 $ 2,008 $ 2,008
Due after 1 year

through 5 years......... 529,631 543,311 — —
Due after 5 years

through 10 years...... 99,328 102,090 — —
Due after 10 years...... 222,475 222,877 94,730 102,328

$1,056,155 $1,083,713 $96,738 $104,336

In millions of yen U.S. dollars

Years ended Year ended

March 31 March 31

2022 2021 2020 2022

Gross realized gains............. ¥1,102 ¥1,006 ¥1,354 $9,033
Gross realized losses.......... 309 121 273 2,533

The Company maintains long-term investment securities, issued by
a number of non-public companies, included as investment securities
in the consolidated balance sheets. The aggregate carrying amount of
the investments in non-public companies, at cost net of other-than-
temporary impairment, was ¥14,818 million ($121,459 thousand) and
¥13,098 million at March 31, 2022 and 2021, respectively. The corre-
sponding fair value at that date was not computed as such estimation
was not practicable and no significant events or changes that might
have affected the fair value of the investments were observed.

8. Inventories
Inventories at March 31,2022 and 2021 comprise the following:

In thousands of

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

Security-related products........cccocoevene. ¥10,188 ¥ 9,513 $ 83,508
Fire protection-related products 13,416 11,786 109,968
Real estate ..., . 2,594 187 21,262
Other-related products ..o 11,973 10,298 98,139
¥38,171 ¥31,784 $312,877

The amount of write-down on real estate inventories included in cost
of sales for the years ended March 31, 2021 and 2020 were ¥20 million
and ¥66 million, respectively. There is no write-down on real estate
inventories included in cost of sales for the year ended March 31, 2022.

9. Credit Quality of Financing Receivables and Allowance

for Doubtful Accounts

The Company has financing receivables and classifies them into four
categories: “lease receivables,” “loans receivable resulting from medi-
cal services,” “other loans receivable” and “other” Financing receiv-
ables classified as “lease receivables” are resulting from lease
transactions of security merchandise and security systems.

The Company continuously monitors overdue financing receivables
which, the Company considers, have a risk of uncollectability. For
financing receivables with specific customer collection issues, the
Company individually evaluates their collectability in order to deter-
mine the amount of allowance for doubtful accounts. For other financ-
ing receivables, the Company categorizes these receivables into groups
by their nature and characteristics. The Company collectively evaluates
the collectability of each group, using its historical experience of write-
offs and determines the amount of allowance for doubtful accounts.
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Financing receivables and allowance for doubtful accounts at March

31,2022 and 2021 are as follows:

In millions of yen

Year ended March 31, 2022

Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Allowance for
doubtful accounts:
Balance at
beginning of year........... ¥ 303 ¥2,601 ¥ 523 ¥ 674 ¥ 4,101
Provision (Reversal) ... (1) 330 (87) (2) 240
(61) - - (0) (61)
- - 1 - 1
Balance at
end of year.....on. 241 2,931 437 672 4,281
Individually
evaluated.....ccoeenens 133 2,931 437 672 4,173
Collectively
evaluated.....cooeerrnns ¥ 108 ¥ — ¥ 0 ¥ — ¥ 108
Financing receivables:
Individually
evaluated ¥ 216 ¥4,184 ¥ 483 ¥ 705 ¥ 5588
Collectively
evaluated........cccooevennns 45,207 418 862 132 46,619
¥45,423 ¥4,602 ¥1,345 ¥ 837 ¥52,207
In millions of yen
Year ended March 31, 2021
Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Allowance for
doubtful accounts:
Balance at
beginning of year........... ¥ 204 ¥2,364 ¥ 566  ¥1,090 ¥ 4224
Provision (Reversal) ... 60 237 28 (270) 55
39 — — (69) (30)
— — (71) (77) (148)
Balance at
end of year......on. 303 2,601 523 674 4,101
Individually
evaluated.......coceene..a. 181 2,601 523 674 3,979
Collectively
evaluated.....cooornne. ¥ 122 ¥ — ¥ 0 ¥ — ¥ 122
Financing receivables:
Individually
evaluated.....coceenens ¥ 279 ¥5021 ¥ 597 ¥ 720 ¥ 6,617
Collectively
evaluated 49,525 527 951 132 51,135
¥49,804 ¥5548  ¥1548 ¥ 852  ¥57752

SECOM Financial Data 2022

In thousands of U.S. dollars

Year ended March 31, 2022

Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total

Allowance for

doubtful accounts:
Balance at

beginning of year.......... $ 2,483  $21,320 $ 4,287 $5525 $ 33,615
Provision (Reversal) ... (8) 2,705 (713) (17) 1,967
Charge off ..., (500) - - (0) (500)
Other e — — 8 — 8
Balance at

end of year 1,975 24,025 3,582 5,508 35,090
Individually

evaluated......ooomnnen. 1,090 24,025 3,582 5,508 34,205
Collectively

evaluated.......coooo. $ 885 $ - $ 0 $ — $ 885
Financing receivables:

Individually

evaluated......ooonnens $ 1,770 $34,295 $ 3,960 $5,778 $ 45,803
Collectively

evaluated.....ooocoe.... 370,550 3,426 7,065 1,082 382,123

$372,320 $37,721 $11,025 $6,860 $427,926

The Company considers receivables are past due and the financial
position of the debtor to be credit quality indicators and classifies
financing receivables into Overdue and Current. Financing receivables
determined to have no prospects for collecting contractual interest on
the basis of being past due and other factors are placed on nonaccrual

status.

The aging analysis of the recorded financing receivables and financ-
ing receivables on nonaccrual status at March 31, 2022 and 2021 are

as follows:
In millions of yen
March 31, 2022
Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Current ¥45,207 ¥4,569 ¥ 908 ¥ 564 ¥51,248
Overdue 216 33 437 273 959
Total:
Financing receivables... ¥45,423 ¥4,602 ¥1,345 ¥ 837 ¥52,207
Financing receivables
on nonaccrual status...... ¥ — ¥ 0 ¥ 483 ¥ — ¥ 483
In millions of yen
March 31, 2021
Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Current ¥49,525 ¥5515  ¥1001 ¥ 574  ¥56,615
Overdue 279 33 547 278 1,137
Total:
Financing receivables... ¥49,804 ¥5548  ¥1548 ¥ 852  ¥57752
Financing receivables
on nonaccrual status...... ¥ — ¥ 1 ¥597 ¥ — ¥ 598




In thousands of U.S. dollars

March 31, 2022

Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Current $370,549 $37,451 $ 7,443 $4,623 $420,066
Overdue ... 1,771 270 3,582 2,237 7,860

Total:

Financing receivables... $372,320 $37,721 $11,025 $6,860 $427,926

Financing receivables

on nonaccrual status..... $ — $ 0 $3959 $§ — $ 3,959

Impaired receivables and the related allowance for doubtful
accounts at March 31, 2022 and 2021 are as follows:

In millions of yen

10. Investments in Affiliated Companies

The Company has investments in affiliated companies that are
accounted for under the equity method. Investments principally consist
of Taiwan Secom Co,, Ltd., a 28.7 percent owned affiliate, which is listed
on the Taiwan Stock Exchange; S1 Corporation, a 28.8 percent owned
affiliate, which is listed on the Korea Exchange; and Toyo Tech Co., Ltd.,
a 27.4 percent owned affiliate, which is listed on the Second Section
(as of March 31, 2022. Transition to the Standard Market from April 4,
2022.) of the Tokyo Stock Exchange.

Combined financial information for the affiliated companies
accounted for under the equity method is as follows:

In thousands of

March 31, 2022

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

Current @ssets ..., ¥159,391 ¥148,576 $1,306,484
Noncurrent assetS......ccoovevveveiecivcennnn, 210,205 199,105 1,722,991
Total @ssets ..o, ¥369,596 ¥347,681 $3,029,475
Current liabilities ..o, ¥ 88,868 ¥ 86,471 $ 728,426
Long-term liabilities 47,893 44,640 392,566
i 232,835 216,570 1,908,483
¥369,596 ¥347,681 $3,029,475

In thousands of

In millions of yen U.S. dollars

Years ended Year ended

March 31 March 31

2022 2021 2020 2022

Net sales.....cvoiveviinininns ¥322,411 ¥289,647 ¥292,856 $2,642,713

Gross profit......cccceee.. ¥ 83,546 ¥ 76,983 ¥ 78,425 $ 684,803

Net income

attributable to

affiliated companies..... ¥ 25,449 ¥ 23,931 ¥ 23,549 $ 208,598

Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Impaired receivables........ ¥216 ¥4,184 ¥483 ¥705 ¥5,588
Related allowance for
doubtful accounts............ 133 2,931 437 672 4,173
In millions of yen
March 31, 2021
Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Impaired receivables........ ¥279 ¥5,021 ¥597 ¥720 ¥6,617
Related allowance for
doubtful accounts............ 181 2,601 523 674 3,979
In thousands of U.S. dollars
March 31, 2022
Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Impaired receivables........ $1,770 $34,295 $3,960 $5,778  $45,803
Related allowance for
doubtful accounts.......... 1,090 24,025 3,582 5,508 34,205

The average amounts of impaired receivables for the year ended
March 31, 2022 are as follows:

In millions of yen

Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Average amounts of
impaired receivables...... ¥247 ¥4,603 ¥540 ¥713 ¥6,103
In thousands of U.S. dollars
Loans
receivable
resulting from Other
Lease medical loans
receivables services receivable Other Total
Average amounts of
impaired receivables...... $2,025 $37,731  $4,426 $5,844  $50,026

Dividends received from affiliated companies for the years ended
March 31, 2022, 2021 and 2020 were ¥5,088 million ($41,705
thousand), ¥4,398 million and ¥4,112 million, respectively.

Three listed affiliated companies accounted for under the equity
method with an aggregated carrying amount of ¥61,718 million
($505,885 thousand) and ¥57,645 million at March 31,2022 and 2021,
respectively, had a quoted market value of ¥132,508 million
($1,086,131 thousand) and ¥126,842 million at March 31, 2022 and
2021, respectively.

The amounts of goodwill included in the carrying amount of invest-
ments in affiliated companies were ¥4,613 million ($37,811 thousand)
and ¥4,560 million at March 31, 2022 and 2021, respectively.
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A summary of transactions and balances with the affiliated
companies accounted for under the equity method is presented below:

In thousands of

12. Goodwill and Other Intangible Assets
The components of acquired intangible assets, excluding goodwill, at
March 31,2022 and 2021 are as follows:

In millions of yen U.S. dollars In millions of yen
T
2022 2021 2020 2022 Gross Net
carrying Accumulated carrying
SaleS . ¥1,080  ¥1,326  ¥1.291 $ 8,852 amount amortization amount
PUFChASeS oo ¥9299 ¥9.818  ¥9,531 $76,221 Ams‘;rftt'vzviﬁ_e'”tang'b‘e assets: Y 73909 (445984  ¥27.925
In thousands of OtNer oo 44,662 (18,844) 25,818
In millions of yen U.S. dollars ¥118,571 (¥64,828) ¥53,743
March 31 March 31
2022 2021 2022 Unamortized intangible assets ........ ¥ 4,933 ¥ — ¥ 4,933
Notes and accounts :
receivable, trade ... ¥ 783 ¥ 523 $ 6,418 In millions of yen
- March 31,2021
Loans receivable.......ccocovrieiiininnnn ¥ 10 ¥ 118 $ 82 — Net
Notes and accounts payable......... ¥3,458  ¥3,302 $28,344 C;r:gi‘”ngt fn:g?ilifﬁiﬁ C:r:g’iu:gt
Guarantees for bank loans ............. Y — ¥ — $ — Amortized intangible assets:
SOFEWATE oo ¥ 72,048  (¥43,440)  ¥28,608
The Company's equity in undistributed income of affiliates at Other s 417N (16,439) 24,732
March 31,2022 and 2021 included in retained earnings was ¥45,314 ¥113,219  (¥59,879)  ¥53,340
million ($371,426 thousand) and ¥43,731 million, respectively.
Unamortized intangible assets........ ¥ 5036 ¥ — ¥ 5,036
11. Long-Lived Assets
The Company has assessed the potential impairment of its long- In thousands of U.S. dollars
lived assets. As a result of a significant decrease in revenue forecasts, March 31, 2022
the Company recognized impairment losses for the years ended March Gross Net
31,2022,2021 and 2020. The fair value was determined based on the carrying  Accumulated carrying
estimated present value of future cash flows or appraisal value. - - - amount_amortization amount
Impairment losses on long-lived assets by business segment for the Amortized intangible assets:
years ended March 31, 2022, 2021 and 2020 are as follows: (S)?kl:iv:are """"""""""""""""""""""""""" $ggzg;; “2?;22;2; $§ﬁzzg
. In thousands of $971,893 ($531,377) $440,516
In millions of yen U.S. dollars
Years ended Year ended X X X
March 31 March 31 Unamortized intangible assets ........ $ 40,435 $ — $ 40,435
2022 2021 2020 2022
- - Aggregate amortization expense for the years ended March 31,
SECUrity Services ... ¥ — ¥ X0 $ — 2022 2021 and 2020 was ¥11,008 million (§90,230 thousand), ¥11,096
Fire 4protect|c.)n SErVICES....on 25 - 48 205 million and ¥10,996 million, respectively. Amortized intangible assets
Medical SEIVICES oo - - - - - are amortized using the straight-line method over their estimated
Insurance services - - - - useful lives. The weighted average amortization period for internal use
Geospatial information software is approximately five years.
SEIVICES oo 4 21 259 33 The estimated aggregate amortization expense for intangible assets
BPO and ICT services 84 73 437 688 for the next five years is as follows:
Other services - 1 7 -
Corporate tems ... - — — - Years ending March 31 In millions of yen " thﬁ.uss.?igctitsa;jsf
Total o ¥113 ¥95 ¥952 $926 2023“_ ¥12,164 $99,705
10,496 86,033
9,372 76,820
6,720 55,082
4,621 37,877
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The changes in the carrying amount of goodwill by business
segment for the years ended March 31, 2022 and 2021 are as follows:

In millions of yen

Fire Geospatial
Security  protection Medical information ~ BPOand ICT Other
services  services  services services services  services Total

GoodWill....vvvvrere ¥65521  ¥1999 ¥9,399  ¥4439  ¥35114 ¥2536  ¥119,008
Accumulated

impairment

(0SS5 ..vvvvvrcrirens (3,637) — (5361) (775) (175)  (135)  (10,083)
March 31,2020... 61,884 1,999 4,038 3,664 34939 2,401 108,925
Goodwill acquired

during the year... 7,307 123 - - - - 7430
Disposal.............. (519) — — — — — (519)
Impairment

[T — (5,660) — - — — — (5,660)
Translation

adjustment........ (230) — — — — — (230)
GoodWill......vvrevee 71,673 2,122 9399 3,855 35114 2,401 124,564
Accumulated

impairment

(0SS5 ..vvvvvvcririns (8,891) — (5361) (191) (175) — (14,618)
March 31,2021... 62,782 2,122 4,038 3,664 34939 2,401 109,946
Goodwill acquired

during the year... 52 - - - - - 52
Disposal ..., - - - - - - -
Impairment

l0ss€s... (63) —  (205) - - - (268)
Translation

adjustment.......... (77) - — - — - (77)
GoodWill.....vvreve. 71,648 2,122 9,399 3855 35114 2,401 124,539
Accumulated

impairment

(0SS5 ..vvvvvrcrirens (8,954) — (5,566) (191) (175) - (14,886)
March 31,2022... ¥62,694 ¥2,122 ¥3,833 ¥3,664 ¥34,939 ¥2,401 ¥109,653

The data of the years ended March 31, 2021 and 2020 are presented
based on the classification method after the segment change.

In thousands of U.S. dollars

Fire Geospatial

Security  protection Medical ~information BP0 and ICT Other

services  services  services services services  services Total
Goodwill $587,484 $17,393 $77,041 $31599 $287,819 $19,680 $1,021,016
Accumulated
impairment
losses.... (72,877) — (43943)  (1566)  (1,434) - (119,820)
March 31,2021... 514607 17393 33098 30033 286385 19680 901,196
Goodwill acquired
during the year... 426 - - - - - 426
Disposal ... - - - - - - -
Impairment
(0SS€S...oovrrinn, (517) —  (1,680) - - - (2,197)
Translation
adjustment...... (630) — — — — — (630)
GoodWilluvvvverees 587,280 17,393 77,041 31,599 287,819 19,680 1,020,812
Accumulated
impairment
(G171 T— (73,394) — (45,623) (1,566)  (1,434) - (122,017

March 31,2022... $513,886 $17,393 $31,418 $30,033 $286,385 $19,680 $ 898,795

Impairment losses on goodwill recognized in the above table are
mainly due to decreases in the estimated fair value of reporting units
in each segment mainly caused by decreases in projected cash flows.
The fair value is determined based on the estimated present value of
future cash flows.

13. Bank Loans and Long-Term Debt

Bank loans of ¥31,814 million ($260,770 thousand) and ¥33,852
million at March 31, 2022 and 2021, respectively, are generally com-
prised of 30 to 365 day notes. The weighted average interest rate was
0.67 percent and 0.73 percent at March 31, 2022 and 2021, respec-
tively. Substantially all of these loans are borrowed from banks. The
Company has entered into basic agreements with these banks which
state that, with respect to all present or future loans with such banks,
collateral (including sums on deposit with such banks) or guarantors
shall be provided immediately upon request. Further, any collateral fur-
nished pursuant to such agreements or otherwise will be applicable to
all indebtedness to such banks. The Company has not been requested
to submit such additional security.

At March 31,2022, Nohmi Bosai Ltd. and Arai & Co., Ltd., subsidiaries
of the parent company, had an unused committed line of credit from
short-term arrangements of ¥4,128 million ($33,836 thousand). The
line of credit expires in March 2026. Under the agreement, Nohmi Bosai
Ltd. is required to pay commitment fees, at an annual rate of 0.15
percent, on the unused portion of the line of credit. The line of credit
expires in April 2041. Under the agreement, Arai & Co., Ltd. is required
to pay commitment fees, at an annual rate of 0.55 percent and
Japanese yen one month Tokyo Interbank Offered Rate (tibor), on the
unused portion of the line of credit.

At March 31, 2022, the Company had overdraft agreements with
32 banks and its unused lines of credit amounted to ¥70,810 million
($580,413 thousand). The Company incurs no fee on the unused portion
of these overdraft agreements. The overdraft agreements expire in the
period from April 2022 to March 2023. The Company has the ability and
intent to extend these overdraft agreements under similar terms and
conditions.

Long-term debt at March 31, 2022 and 2021 comprises the following:

In thousands of

In millions of yen U.S. dollars
March 31 March 31
2022 2021 2022
Loans, principally from banks due
2022-2041 with interest rates
ranging from 0.13% to 5.00%:
SECUIE..oiiiiiee s ¥15,604 ¥15899 $127,902
Unsecured 19,409 21,821 159,090
0.26% unsecured bonds due 2021 ...... — 10 —
0.25% unsecured bonds due 2021 ...... — 10 —
0.31% unsecured bonds due 2023...... 12 19 98
0.40% unsecured bonds due 2024 ...... 9 13 74
0.29% unsecured bonds due 2022...... — 10 —
Unsecured bonds due 2021-2040
with floating interest rates based
on 6-month Japanese yen TIBOR...... 3,779 4,166 30,977
Obligations under finance leases,
due 2022-2043 (Note 19).cvviiivs 28,152 27,001 230,753
66,965 68,949 548,894
Less: Portion due within one year....... (15,121) (15,457) (123,943)
¥51,844 ¥53,492 $424,951

SECOM Financial Data 2022



18

Assets pledged as collateral for bank loans and long-term debt at
March 31, 2022 and 2021 are as follows:

In thousands of

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

TiME dEPOSItS. i ¥ 1,619 ¥ 1,356 $ 13,270
Short-term and long-term receivables... 6,372 6,425 52,230
Investment securities 1,590 1,580 13,033
Property, plant and equipment... 46,429 42,762 380,566
Other intangible assets .. ¥ 818 ¥ 818 $ 6,705

The aggregate annual maturities on long-term debt at March 31,
2022 are as follows:

In thousands of

Years ending March 31 In millions of yen U.S. dollars
¥15,121 $123,943

10,758 88,180

8,372 68,623

5,604 45,934

3,691 30,254

23,419 191,960

¥66,965 $548,894

14. Insurance-Related Operations

Secom General Insurance Co., Ltd. (“Secom Insurance”), a subsidiary
of the parent company, maintains accounting records as noted in
Note 2 in accordance with Japanese GAAP, which vary in certain
respects from U.S. GAAP. Those differences are principally, (a) that
insurance acquisition costs are charged to expense when incurred
under Japanese GAAP whereas under U.S. GAAP, those costs are
deferred and amortized generally over the premium-paying period
of the insurance policies, (b) that liabilities related to incurred but
not reported claims are computed based on related regulations in
Japan whereas under U.S. GAAP, those liabilities are computed based
on past experience for unreported losses, and (c) that unearned
premiums are calculated based on the documents authorized by the
Supervisory Authorities in Japan whereas under U.S. GAAP, unearned
premiums are reflected based on the lapse and surrender over the
contract period.

In addition, under certain property and casualty insurance contracts
with a refund clause and long-term insurance policies that provide
refunds at maturity, such as fire, the policyholder receives a refund
if premiums have been fully paid unless a substantial settlement (as
defined in the policy) has occurred. The Company has provided for
such refundable amounts by classifying a portion of the net premiums
written, together with interest thereon, as investment deposits by
policyholders. Contract and policy terms are principally five years.

For purposes of preparing the consolidated financial statements,
appropriate adjustments have been made to reflect such items in
accordance with U.S. GAAP.

The net equity of Secom Insurance at March 31, 2022 and 2021 were
¥80,205 million ($657,418 thousand) and ¥74,111 million, respectively.
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Net sales and operating revenue of Secom Insurance include net
realized investment gains and losses, including gains and losses on
sales of securities, losses on other-than-temporary impairment of
investment securities and impairment losses on long-lived assets.

Net realized investment gains and losses, including losses on other-
than-temporary impairments, for the years ended March 31, 2022,
2021 and 2020 were losses of ¥1,150 million ($9,426 thousand), and
gains of ¥7,654 million, and losses of ¥4,136 million, respectively. Gains
and losses on other-than-temporary impairments of investment secu-
rities for the years ended March 31, 2022, 2021 and 2020 were losses
of ¥1,525 million ($12,500 thousand), and gains of ¥6,848 million and
losses of ¥4,802 million, respectively.

15. Pension and Severance Costs

Employees of the parent company and its domestic subsidiaries
whose services are terminated are, under most circumstances, eligible
for lump-sum benefits and/or eligible for pension benefits.

The parent company and certain domestic subsidiaries have adopted
a cash balance pension plan and a defined contribution pension plan.
Benefits under the cash balance pension plan are calculated as a
certain percentage of employees’ annual income over their period of
service, plus interest calculated as the 3-year average yield for 10-year
government bonds. The defined contribution pension plan was estab-
lished in April 2003, by transferring a portion equivalent to 20 percent
of the cash balance pension plan, including portions funded in prior
periods. A specified percentage of employees’ annual income is
contributed to the defined contribution pension plan.

In April 2005, the parent company and certain domestic subsidiaries
transferred an additional portion of the cash balance pension plan to
the defined contribution pension plan. Accordingly, the ratio of the
accumulated amount in the cash balance pension plan and the amount
of contributions to the defined contribution pension plan changed to
70 percent and 30 percent, including portions funded in prior periods.

Net periodic pension and severance costs for the years ended
March 31, 2022, 2021 and 2020 are as follows.

The service cost component of net periodic pension cost and sever-
ance cost for the Company’s cash balance pension plan is included in
cost of sales and selling, general and administrative expenses in the
consolidated statements of income. The components other than the
service cost component are included in other income in the
consolidated statements of income.

In thousands of

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2020 2022
Net periodic pension and
severance costs:
Service oSt .., ¥7,983 ¥8,149 ¥8,016 $65,433
Interest cost....oovviiiiiciiis 450 440 314 3,689
Expected return on
plan assets ..o, (3,540) (3,403) (3,312) (29,016)
Amortization of prior
service benefit.....coocvvennnn, 30 25 (1) 246
Recognized actuarial loss...... 419 429 185 3,434
Transfer to the defined
contribution pension plan.... — — [A —
Net periodic pension
and severance costs........ ¥5,342 ¥5640 ¥5646 $43,786




The changes in benefit obligation, plan assets and funded status are
as follows:

In thousands of

Amounts recognized in accumulated other comprehensive income
(loss) at March 31, 2022 and 2021 consist of:

In thousands of

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022
Actuarial (gain) l0SS ...ccovevvevrierrerrian, (¥2,038) ¥3,318 ($16,705)
Prior service benefit ..., 193 223 1,582
Net amount recognized......... (¥1,845)  ¥3,541 ($15,123)

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2022
Change in benefit obligation:
Benefit obligation
at beginning of year......c.cccooeeeae. ¥123,797 ¥118,915 $1,014,730
Service cost 7,983 8,149 65,433
Interest cost 450 440 3,689
Actuarial (gain) l0SS ...cccocvvvverin. (175) 3,144 (1,434)
Benefits paid ..o (7,056)  (6,092) (57,836)
Decrease due to disposal of
interest in subsidiaries ............... — (776) —
OtNer e — 17 —
Benefit obligation
atend of year ... 124,999 123,797 1,024,582
Change in plan assets:
Fair value of plan assets
at beginning of year........cceee. 133,461 119,312 1,093,943
Actual return on plan assets.. 8,301 12,475 68,041
Employer contribution.......... 5,948 6,106 48,754
Benefits paid ..., (5,103)  (4,432) (41,828)
Fair value of plan assets
atend of year ... 142,607 133,461 1,168,910
Funded status
at the end of year ..o ¥ 17,608 ¥ 9664 $ 144,328

The accumulated benefit obligation for the pension plan was
¥124,717 million ($1,022,270 thousand) and ¥123,909 million at
March 31,2022 and 2021, respectively.

The projected benefit obligation, accumulated benefit obligation
and fair value of plan assets for the pension plans with projected
benefit obligation and accumulated benefit obligation in excess of plan
assets were ¥54,248 million ($444,656 thousand), ¥53,966 million
($442,344 thousand) and ¥25,225 million ($206,762 thousand),
respectively, at March 31, 2022, and ¥52,976 million, ¥53,088 million
and ¥24,200 million, respectively, at March 31, 2021.

The Company uses March 31 as the measurement date for the
domestic pension plan.

Weighted-average assumptions used to determine the benefit
obligation at March 31, 2022 and 2021 are as follows:

March 31

2022 2021

Amounts recognized in the consolidated balance sheets at
March 31, 2022 and 2021 consist of:

In thousands of

Discount rate 0.5% 0.4%
Rate of compensation increase 25% 25%
Interest crediting rate for cash balance plans.................. 0.1% 0.1%

Weighted-average assumptions used to determine net pension and
severance costs for the years ended March 31, 2022, 2021 and 2020
are as follows:

Years ended March 31

2022 2021 2020

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022
Prepaid pension and

SEVErance CoStS .., ¥47,852 ¥39532 $392,230
Accrued pension and

SEVErance COSES .o, (30,244) (29,868) (247,902)

Net amount recognized......... ¥17,608 ¥ 9,664 $144,328

DisCOUNt Fate . 0.4% 04% 0.3%
Expected return on plan assets ... 3.0% 3.0% 3.0%
Rate of compensation increase 25% 25% 2.2%

Interest crediting rate for cash balance plans...  0.1% 0.1% 55%

Other changes in plan assets and benefit obligations recognized in
other comprehensive income (loss) for the year ended March 31, 2022
are summarized as follows:

In thousands of

In millions of yen U.S. dollars

Current year actuarial gain........ccooevvvvenne. (¥4,937) ($40,467)
Amortization of actuarial l0SS ......ccccccou.... (419) (3,434)
Amortization of prior service benefit.......... (30) (246)
(¥5,386) ($44,147)

The Company determines the expected long-term rate of return based
on the expected long-term return of the various asset categories in which
it invests. The Company considers the current expectations for future
returns and the actual historical returns of each plan asset category.

The Company's investment policy is designed to ensure that suffi-
cient plan assets are available to provide future payments of pension
benefits to the eligible plan participants. Plan assets set target alloca-
tions for the individual asset categories and are invested primarily in
equity and debt securities, and other assets such as real estate with
the objective to minimize risk and achieve the expected rate of return.
The investment results are periodically reviewed and asset allocation
is adjusted to target allocations as necessary.
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The following table represents the fair value of the Company’s
pension plan assets at March 31, 2022 and 2021. The three levels of
inputs used to measure fair value are more fully described in Note 22.

In millions of yen

March 31, 2022

Level 1 Level 2 Level 3 Total
Cash and cash
equivalents ..o, ¥11,907 ¥ — ¥ — ¥ 11,907
Equity securities
Japanese
COMPANIES v 5,142 — — 5,142
Foreign
COMPANIES v 7 — — 7
Debt securities
Government
3,778 62,089 40,340 106,207
— 3,312 — 3,312
— 15,748 — 15,748
Other . — (152) 436 284
¥20,834 ¥80,997 ¥40,776 ¥142,607

* The pension investment trust fund included in the plan’s pooled funds is classified
as Level 2, and invests approximately 60% in equity securities, 30% in debt
securities and 10% in other investments. The unquoted beneficial certificate of

security investment trust included in the plan’s pooled funds is classified as Level 3.

In millions of yen

March 31,2021

Level 1 Level 2 Level 3 Total
Cash and cash
equivalents ..., ¥ 4464 ¥ — ¥ — ¥ 4464
Equity securities
Japanese
COMPANIES oo 4,060 — 424 4,484
Foreign
COMPANIES .o 7 — — 7
Debt securities
Government
1,182 47 — 1,229
4,993 69,488 31,202 105,683
— 2,158 — 2,158
— 15,256 — 15,256
— (313) 493 180
¥14,706  ¥86,636  ¥32,119  ¥133,461

*The plan’s government bonds are all foreign bonds.

* The pension investment trust fund included in the plan’s pooled funds is classified
as Level 2, and invests approximately 50% in equity securities, 40% in debt
securities and 10% in other investments. The unquoted beneficial certificate of

security investment trust included in the plan’s pooled funds is classified as Level 3.
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In thousands of U.S. dollars

March 31, 2022

Level 1 Level 2 Level 3 Total

Cash and cash
equivalents ..., $ 97,598 $ -5 — 9
Equity securities
Japanese
COMPANIES v 42,148 — —
Foreign
COMPANIES v 57 — — 57
Debt securities
Government

97,598

42,148

30,967 508,926 330,656 870,549

Pooled funds .

Call loans — 27,148 — 27,148
Insurance contracts............ — 129,082 — 129,082
Other .. — (1,246) 3,574 2,328

$170,770 $663,910 $334,230 $1,168,910

* The pension investment trust fund included in the plan’s pooled funds is classified
as Level 2, and invests approximately 60% in equity securities, 30% in debt
securities and 10% in other investments. The unquoted beneficial certificate of
security investment trust included in the plan’s pooled funds is classified as Level 3.

The following table represents the changes in Level 3 investments
for the years ended March 31, 2022 and 2021.

Level 3 investments, mainly in unquoted certificates of beneficial
interests in securities investment trust included in the plan’s pooled
funds, are at the discretion of the administrator of the fund. Their fair
values are estimated based on unobservable inputs provided by the
administrator of the fund.

In millions of yen

Year ended March 31, 2022

Equity
securities
Japanese Pooled
companies funds Other Total
Balance at beginning of year ....... ¥424 ¥31,202 ¥493 ¥32,119

Actual return on plan assets:
Relating to assets sold
during the year......een. (19) 931 (20) 892
Relating to assets held

atend of year....ccoovvevinnnn. — 3,778 29 3,807
Purchases, sales and
settlements, net ..o (405) 4,429 (66) 3,958
Transfer to (from) Level 3, net..... — — — —
Balance at end of year .......cc..c....... ¥ — ¥40,340 ¥436 ¥40,776




In millions of yen

Year ended March 31, 2021

17. Income Taxes
Total income taxes for the years ended March 31, 2022, 2021 and
2020 are allocated as follows:

In thousands of

Equity
securities
Japanese Pooled
companies funds Other Total
Balance at beginning of year ....... ¥424  ¥32,058  ¥708 ¥33,190
Actual return on plan assets:
Relating to assets sold
during the year ... — 933 26 959
Relating to assets held
atend of year....cccooeveerviennn. — 2,221 (25) 2,196
Purchases, sales and
settlements, Net ..o — (917)  (216) (1,133)
Transfer to (from) Level 3, net..... — (3,093) — (3,093)
Balance at end of year ......ccccco..... ¥424  ¥31,202  ¥493  ¥32,119
In thousands of U.S. dollars
Year ended March 31, 2022
Equity
securities
Japanese Pooled
companies funds Other Total

Balance at beginning of year ....... $3,475 $255,754 $4,041 $263,270
Actual return on plan assets:
Relating to assets sold
during the year.....cccooooeeee.... (156) 7,631  (164) 7,311

Relating to assets held

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2020 2022
Consolidated income taxes
from continuing
0perationS......ccoceceeveeevvceennnnnn. ¥49,164 ¥47598 ¥40,835 $402,983
Consolidated income taxes
from discontinued
OPErationS.....ccoevveveevesrrein, — (561) 104 —
Shareholders’ equity—
accumulated other
comprehensive
income (loss):
Unrealized gains
0N SecUrities. ....coone..... (55) 214 (102) (451)
Pension liability
adjustments ..o, 1,664 1977 (1,856) 13,639
Foreign currency
translation
adjustments ........ccocoeeve. (5) — — (41)
¥50,768 ¥49,228 ¥38,981 $416,130

atend of year.....ccoocveviininn, — 30,967 238 31,205
Purchases, sales and
settlements, Net ..o (3,319) 36,304 (541) 32,444
Transfer to (from) Level 3, net..... — — — —
Balance at end of year ................. $ — $330,656 $3,574 $334,230

The Company expects to contribute ¥5,766 million ($47,262
thousand) to its domestic defined benefit plans in the year ending
March 31, 2023.

The following benefit payments, which reflect future service, as
appropriate, are expected to be paid.

In thousands of

The parent company and its domestic subsidiaries are subject to a
number of income taxes. The statutory income tax rate in Japan was
approximately 30.5 percent for the years ended March 31, 2022, 2021
and 2020.

Reconciliations of the differences between income taxes computed
at statutory tax rates and consolidated income taxes from continuing
operations are as follows:

In thousands of

Years ending March 31 In millions of yen U.S. dollars
2023 ¥ 6,405 $ 52,500
6,646 54,475
6,518 53,426
6,422 52,639
6,369 52,205
37,139 304,418

The parent company and certain subsidiaries have defined contribu-
tion pension plans. The contributions to the defined contribution pen-
sion plans for the years ended March 31, 2022, 2021 and 2020 were
¥2,225 million ($18,238 thousand), ¥2,276 million and ¥2,127 million,
respectively.

16. Exchange Gains and Losses

Other expenses for the years ended March 31, 2022, 2021 and 2020
includes net exchange losses of ¥100 million ($820 thousand), ¥243
million and ¥484 million, respectively.

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2020 2022
Income taxes computed
at statutory tax rate............... ¥49,315 ¥44,251 ¥40,550 $404,221
Increase (decrease)
resulting from:
Reversal of valuation
allowance. ..o, (1,244) (1,052) (1,172) (10,196)
Per capita tax 1,045 1,079 911 8,566
Provision of valuation
allowance.....ccococevvveveeennn, 320 1,705 273 2,623
Net effect of changes in
corporate tax rates............ (24) 52 10 (197)
Other, net ..o (248) 1,563 263 (2,034)
Consolidated income
taxes from continuing
operations ..o, ¥49,164 ¥47,598 ¥40,835 $402,983
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The significant components of deferred tax assets and liabilities at
March 31,2022 and 2021 are as follows:

In thousands of

In millions of yen U.S. dollars
March 31 March 31
2022 2021 2022
Deferred tax assets:
Operating lease liabilities.... ¥ 39,096 ¥ 43,427 $320,459
Accrued pension and
SEVErance COStS ..o 8,733 8,535 71,582
Property, plant and equipment....... 6,667 6,701 54,648
Accrued bonuS....cccoovieiieiee 6,453 6,542 52,893
Adjustment of book value at
the date of acquisition
Land and buildings... . 5,391 5,433 44,189
Other assets ....... . 400 388 3,279
Vacation accrual. 5,675 5,496 46,516
Loss carryforwards... 3,307 4,253 27,107
Deferred revenue.......ccocceveeevevevnnne 3,221 4,868 26,402
Unrealized intra-entity profit
on asset transfer ..., 2,548 3,002 20,885
Investment securities ..., 2,256 3,094 18,492
Allowance for doubtful accounts... 1,816 1,714 14,885
Intangible assets.... 1,291 1,355 10,582
Other............. 16,416 14,393 134,557
Gross deferred tax assets.. 103,270 109,201 846,476
Less: Valuation allowance.......... (16,384) (17,357) (134,295)
Total deferred tax assets............. 86,886 91,844 712,181
Deferred tax liabilities:
Operating lease
right-of-use assets......ccocoevvvveennn. (39,096) (43,427) (320,459)
Prepaid pension and
SEVErance COStS .. (14,523) (11,836) (119,041)
Adjustment of book value at
the date of acquisition
Intangible assets (6,664)  (7,373) (54,623)
Land and buildings... (3,371)  (3,562) (27,631)
Other assets... . (717) (762) (5,877)
Unrealized gains on securities........ (8,189)  (8,766) (67,123)
Investments in affiliated
COMPANIES oo (7,224)  (6,582) (59,213)
Deferred installation costs.. (2,329) (378) (19,090)
(3,294) (27,764)
Gross deferred tax liabilities ...... (85,500) (85,980) (700,821)
Net deferred tax assets
(liabilities) oo ¥ 1,386 ¥ 5864 $ 11,360

The valuation allowance principally relates to deferred tax assets of
subsidiaries with operating loss carryforwards, for tax purposes, that
are not expected to be realized. The net change in the total valuation
allowance for the years ended March 31, 2022, 2021 and 2020 was a
decrease of ¥973 million ($7,975 thousand), and a decrease of
¥2,746 million and a decrease of ¥546 million, respectively.

In assessing the realizability of deferred tax assets, the Company's
management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ulti-
mate realization of deferred tax assets is dependent upon the genera-
tion of future taxable income during the periods in which those
temporary differences become deductible. The Company’s manage-
ment considered the scheduled reversal of deferred tax liabilities, pro-
jected future taxable income and tax planning strategies in making this
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assessment. Based upon the level of historical taxable income and
projections for future taxable income over the periods in which the
deferred tax assets are deductible, the Company’'s management
believes it is more likely than not that the Company will realize the
benefits of these deductible differences, net of the existing valuation
allowance at March 31, 2022 and 2021.

Net deferred tax assets (liabilities) at March 31, 2022 and 2021 are
reflected in the accompanying consolidated balance sheets under the
following captions:

In thousands of

In millions of yen U.S. dollars
March 31 March 31
2022 2021 2022
Deferred income taxes
(Other assets) .o, ¥15,663 ¥19,334 $128,385
Deferred income taxes
(Long-term liabilities).........cccco...... (14,277) (13,470) (117,025)
Net deferred tax assets
(liabilities)..o.ovvverrrrees ¥ 1,386 ¥ 5864 $ 11,360

The Company has not recognized deferred tax liabilities for a
portion of undistributed earnings of foreign subsidiaries of ¥38,084
million ($312,164 thousand) totaling ¥724 million ($5,934 thousand)
at March 31, 2022 as they are not expected to be remitted in the
foreseeable future.

At March 31, 2022, the operating loss carryforwards of domestic
subsidiaries amounted to ¥6,022 million ($49,361 thousand) and
are available for offsetting against future taxable earnings of such
subsidiaries for up to ten years, as follows:

In thousands of

Expires in the years ending March 31 In millions of yen U.S. dollars
¥ 219 $ 1,795
178 1,459
1,149 9,418
1,650 13,525
567 4,648
186 1,525
179 1,467
1,155 9,467
739 6,057
¥6,022 $49,361

The operating loss carryforwards of overseas subsidiaries at
March 31, 2022 amounted to ¥6,091 million ($49,926 thousand), a
part of which will begin to expire in the year ending March 31, 2023.

The total amount of unrecognized tax benefits for the years ended
March 31,2022, 2021 and 2020 was insignificant. Also, there were no
significant movements in the gross amounts of unrealized tax benefits
and the amounts of interest and penalties recognized due to the
unrecognized tax benefits during the years ended March 31, 2022,
2021 and 2020.

Although the Company believes its estimates of unrecognized tax
benefits are reasonable, uncertainties regarding the final determina-
tion of income tax audit settlements and any related litigation could
affect the total amount of unrecognized tax benefits in future periods.
Based on the information available as of March 31, 2022, the Company
does not expect significant changes to the unrecognized tax benefits
within the next 12 months.



The Company files tax returns in Japan and various foreign jurisdic-
tions. In Japan, the Company is no longer subject to regular income tax
examinations by the tax authorities for years before 2012. In other
foreign tax jurisdictions, major subsidiaries are no longer subject to
income tax examinations by tax authorities for years before 2021, with
some exceptions.

18. Shareholders’ Equity
(1) Additional Paid-In Capital

The change in additional paid-in capital includes the effect of
changes in the Company’s ownership interest in its consolidated
subsidiaries.

The net income attributable to SECOM CQO., LTD. and transfers from
(to) noncontrolling interests for the years ended March 31, 2022, 2021
and 2020 are as follows:

In thousands of

(3) Common Stock in Treasury

The Company may repurchase its common stock from the market
pursuant to the Japanese Companies Act. There are certain restrictions
on payment of dividends in connection with the treasury stock
repurchased.

(4) Other Comprehensive Income (Loss)
Components of other comprehensive income (loss) for the years
ended March 31,2022, 2021 and 2020 are as follows:

In millions of yen

Tax
Pre-tax  (expense) Net-of-tax
amount  or benefit amount

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2020 2022
Net income attributable
to SECOM CO., LTD...ccccovrrrnne. ¥107,731 ¥89,913 ¥87,136 $883,040
Transfers from (to)
noncontrolling interests:
Decrease in additional
paid-in capital related
to the acquisition of
Secom Joshinetsu
Co., Ltd.'s ownership
interests (11,603) — - (95,107)
Other, net 1 (82) 1,506 8
Net transfers from (to)
noncontrolling interests... (11,602) (82) 1,506 (95,099)
Change from net income
attributable to SECOM CQO.,
LTD. and transfers from (to)
noncontrolling interests........ ¥ 96,129 ¥89,831 ¥88,642 $787,941

(2) Retained Earnings

The Japanese Companies Act provides that an amount equal to 10
percent of surplus distributed by the parent company and its Japanese
subsidiaries be appropriated as a legal reserve until the aggregate
amount of additional paid-in capital and legal reserve equals 25
percent of the common stock account.

The amount available for dividends under the Japanese Companies
Act is based on the amount recorded in the parent company’s non-
consolidated statutory financial statements in accordance with
Japanese GAAP. Such amount was ¥676,587 million ($5,545,795
thousand) at March 31, 2022.

Subsequent to March 31, 2022, the parent company’'s Board of
Directors declared a year-end cash dividend of ¥90 ($0.74) per share,
totaling ¥19,627 million ($160,877 thousand), to shareholders of record
on March 31, 2022. The dividend declared was approved at the general
shareholders’ meeting held on June 28, 2022. Dividends are recorded
in the year they are declared.

The Company has made it a basic policy to distribute dividends
twice a year, the interim dividend whose record date is September 30
each year and commenced from the year ended March 31, 2015,
and the year-end dividend whose record date is March 31 each year.
The interim dividend is determined by the Board of Directors and
the year-end dividend is determined by the General Meeting
of Shareholders.

Cash dividends per share are computed based on dividends paid for
the year.

For the year ended March 31, 2022:
Unrealized gains on securities—
Unrealized gains or losses
arising during the period............. (¥ 22) ¥ 10 (¥ 12)
Less: Reclassification
adjustment for gains
or losses realized in
net inCoOMe ... (175) 45 (130)
Pension liability adjustments—
Unrealized gains or losses
arising during the period............. 5,075
Less: Reclassification
adjustment for gains
or losses realized
innetincome ..o, 565 (160) 405
Foreign currency
translation adjustments—
Unrealized gains or losses
arising during the period............. 11,615 —
Less: Reclassification
adjustment for gains
or losses realized
in Net inCoOMEe ... 58 5 63

Other comprehensive

(1,504) 3,571

11,615

income (lOSS) ..., ¥17,116 (¥1,604) ¥15512
For the year ended March 31, 2021:
Unrealized gains on securities—
Unrealized gains or losses
arising during the period............. ¥1,193 (¥ 338) ¥ 8b5

Less: Reclassification
adjustment for gains
or losses realized in
net inComMe ..., (460) 124 (336)
Pension liability adjustments—
Unrealized gains or losses
arising during the period............. 5,973
Less: Reclassification
adjustment for gains
or losses realized
in netincome ..o, 466 (145) 321
Foreign currency
translation adjustments—
Unrealized gains or losses
arising during the period.............
Less: Reclassification
adjustment for gains
or losses realized
in Net inCoOMEe .o 78 — 78

(1,832) 4,141

(4,053) - (4,053)

Other comprehensive

income (l0SS) v ¥3,197  (¥2,191) ¥1,006
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In millions of yen

Tax
(expense)
or benefit

Pre-tax
amount

Net-of-tax
amount

For the year ended March 31, 2020:
Unrealized gains on securities—
Unrealized gains or losses
arising during the period.............
Less: Reclassification
adjustment for gains
or losses realized in
net income ...,
Pension liability adjustments—
Unrealized gains or losses
arising during the period.............
Less: Reclassification
adjustment for gains
or losses realized
in netincome....
Foreign currency
translation adjustments—
Unrealized gains or losses
arising during the period.............

¥ 139 (¥ 34) ¥ 105

(504) 136 (368)

(6,124) 1,914 (4,210)

231 (58) 173

(2,934) - (2,934)

Other comprehensive
income (loss)

(¥9,192)  ¥1,958 (¥7,234)

In thousands of U.S. dollars

Tax
Pre-tax  (expense) Net-of-tax
amount  or benefit amount

For the year ended March 31, 2022:
Unrealized gains on securities—
Unrealized gains or losses
arising during the period.............
Less: Reclassification
adjustment for gains
or losses realized in
net inCome ..o,
Pension liability adjustments—
Unrealized gains or losses
arising during the period.............
Less: Reclassification
adjustment for gains
or losses realized
in netincome ...,
Foreign currency
translation adjustments—
Unrealized gains or losses
arising during the period.............
Less: Reclassification
adjustment for gains
or losses realized
in netincome ...,

180) $ 82 (% 98)

(1,435) 369 (1,066)
41,598 (12,328) 29,270
4,631 (1,311) 3,320

95,205 — 95,205
475 41 516

Reclassification adjustments for gains or losses realized in net income
(pre-tax amount) included in the consolidated statements of income for
the years ended March 31, 2022, 2021 and 2020 are as follows:

In thousands of

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2020 2022
Unrealized gains on
securities—
Net sales and
operating revenue................ (¥308) (¥392) (¥422) ($2,525)
Gain and loss on sales of
securities, Net ..o, (133) 67 82 (1,090)
Loss on other-than-
temporary impairment of
investment securities......... 266 (135)  (164) 2,180
Pension liability
adjustments—
Net periodic pension
and severance costs
(Note 15) s 449 454 184 3,680
Equity in net income of
affiliated companies.......... 116 12 47 951
Foreign currency
translation adjustments—
Gain and loss on sales of
securities, Net ..o, 58 78 — 475

19. Leases as lessee

The Company leases certain office space, employee residential
facilities, equipment for armored car services and transportation
equipment. Some leased buildings, and equipment for armored car
services and transportation equipment are held under finance leases.
Other leases are classified as operating leases.

A summary of leased assets under finance leases at March 31, 2022
and 2021 is as follows:

In thousands of

Other comprehensive
income (lOSS) ...,

$140,294 ($13,147) $127,147

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

Buildings and improvements............. ¥12,289 ¥11,013 $100,730

Machinery, equipment

and automobiles ... 36,079 35,945 295,730

Other intangible assets.....ccoevenae. 1,554 36 12,738
Accumulated depreciation

and amortization ..o (24,896) (23,063) (204,066)

¥25,026 ¥23,931 $205,132
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Depreciation and amortization expenses for assets under finance
leases for the years ended March 31, 2022, 2021 and 2020 were
¥7,817 million ($64,074 thousand), ¥7,542 million and ¥7,530 million,
respectively.



The following is a schedule by year of future minimum lease
payments under finance leases and the present value of the net
minimum lease payments at March 31, 2022:

In thousands of

20. Leases as lessor

The Company's leasing operations consist principally of leasing of
security merchandise, security systems and real estate for offices and
medical institutions. Most of the security merchandise and security
systems on lease are classified as sales-type leases or direct-financing
leases. Other leases are classified as operating leases.

A summary of lease receivables under sales-type and direct-
financing leases at March 31, 2022 and 2021 is as follows:

In thousands of

Years ending March 31 In millions of yen U.S. dollars

¥ 7,727 $ 63,336

6,170 50,574

4,877 39,975

3,179 26,057

1,624 13,311

13,845 113,484

Total minimum lease payments.......cccccev.ee. 37,422 306,737

Less: Amount representing interest............ (9,270) (75,984)
Present value of net minimum

lease payments (Note 13) ... 28,152 230,753

Less: Current portioN......c..ccoeeeeevsniniineens (7,116) (58,327)

Long-term finance lease
ObLIGAtiONS ..o ¥21,036 $172,426

Operating lease expenses for the years ended March 31, 2022 and
2021 were ¥22,199 million ($181,959 thousand) and ¥22,927 million,
respectively.

Supplemental cash flow information is as follows:

In thousands of

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

Total minimum lease payments

to be received ... ¥53,572 ¥58,861 $439,115
Estimated executory cost. (4,360) (4,837) (35,738)
Unearned income............ .. (3,789) (4,220) (31,057)
Lease receivables, net.......ccccovovvvvcns 45,423 49,804 372,320
Less: Current portion......c.cccceeeevrvrveann. (15,772) (16,532) (129,279)
Long-term lease receivables, net... ¥29,651 ¥33,272 $243,041

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2022
Cash paid for amounts included in
the measurement of operating
lease liabilities ..o, ¥25,319 ¥21,845 $207,533
Right of use assets obtained in
exchange for operating
lease liabilities ... 22,231 18,876 182,221

The following is a schedule by year of future minimum lease
payments to be received under sales-type leases and direct-financing
leases at March 31, 2022:

In thousands of

Years ending March 31 In millions of yen U.S. dollars
2023 s ¥17,803 $145,926
202 oo 13,815 113,238
9,950 81,557

6,831 55,992

3,345 27,618

1,828 14,984

Total future minimum lease

payments to be received.........ccccoveae. ¥53,572 $439,115

The following is a schedule by year of the future minimum lease
payments under operating leases at March 31, 2022:

In thousands of

Years ending March 31 In millions of yen U.S. dollars

¥ 20489 % 167943

14,446 118,410

10,655 87,336

9,448 77,443

7,691 63,041

Thereafter .. 83,240 682,295

Total minimum lease payments.........ccc....... 145,969 1,196,468

Less: Amount representing interest............ (8,557) (70,140)
Present value of net minimum

€3S PAYMENTS oo ¥137,412 $1,126,328

The following is remaining lease term and discount rate under
operating leases at March 31, 2022 and 2021:

March 31,2022 March 31, 2021

183 months
0.67%

190 months
0.64%

Weighted-average remaining lease term..
Weighted-average discount rate..................

A summary of investment in property under operating leases and
property held for lease at March 31, 2022 and 2021 is as follows:

In thousands of

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

Land .o ¥43,232 ¥39,574 $354,361
Buildings and improvements.. . 34,660 34,714 284,098
Other intangible assets.......ccovvvninnn. 662 662 5,426

Accumulated depreciation

and amortization ......ccoceeeeveeveeceeenn (14,805) (14,186) (121,352)
¥63,749 ¥60,764 $522,533

The future minimum rentals under noncancelable operating leases
at March 31, 2022 are as follows:

In thousands of

Years ending March 31 In millions of yen U.S. dollars
¥2,824 $23,148

406 3,328

242 1,984

173 1,418

162 1,328

2,100 17,212

¥5,907 $48,418
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21. Fair Value of Financial Instruments

The following methods and assumptions were used to estimate the
fair value of financial instruments in cases for which it is practicable.
The three levels of inputs used to measure fair value are more fully
described in Note 22.

(1) Cash and Cash Equivalents; Time Deposits; Cash Deposits for armored
car services; Notes and Accounts Receivable, Trade; Due from Subscrib-
ers; Short-Term Receivables; Bank Loans; Notes and Accounts Payable,
Trade; Other Payables; Deposits Received; Accrued Income Taxes; and
Accrued Payroll

The carrying amounts approximate fair value because of the
short-term maturities of such instruments.

(2) Short-Term Investments; Investment Securities
The fair values of short-term investments and investment securities
are principally based on quoted market prices.

(3) Long-Term Receivables Including Current Portion

Long-term receivables, including the current portion, are classified
as Level 2 and fair value is estimated based on the present value of
future cash flows through estimated maturity, discounted using
estimated market discount rates.

(4) Long-Term Debt Including Current Portion

Long-term debt, including the current portion, is classified as Level
2 and fair value is estimated based on the present value of future cash
flows of each instrument discounted using the Company’s current
incremental borrowing rates for similar liabilities.

(5) Investment Deposits by Policyholders

The fair values of investment deposits by policyholders are classified
as Level 3 and estimated based on the present value of future cash
flows, discounted using the interest rates currently being offered for
similar contracts.

(6) Derivatives

The fair values of derivatives are estimated using current market
pricing models by obtaining quotes from financial institutions.
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The carrying amounts and estimated fair values of financial instru-
ments, excluding, debt and equity securities, which are disclosed in
Notes 2 (7) and 7, at March 31,2022 and 2021 are as follows:

In millions of yen

March 31
2022 2021
Carrying  Estimated Carrying  Estimated
amount  fair value amount  fair value
Non-derivatives:
Assets—
Long-term receivables
including current
portion (Less allowance
for doubtful accounts)... ¥47,732 ¥48,273 ¥53,387 ¥53,714
Liabilities—
Long-term debt
including current
POrtiON v 66,965 66,961 68,949 68,947
Investment deposits
by policyholders.............. 16,966 17,484 19,829 20,582
Derivatives:
Liabilities—
Interest rate swaps
(Other long-term
liabilities) . 0 0 1 1

In thousands of U.S. dollars

March 31, 2022

Estimated
fair value

Carrying
amount

Non-derivatives:
Assets—
Long-term receivables including current
portion (Less allowance for doubtful

ACCOUNES) v $391,246 $395,680
Liabilities—

Long-term debt including current

POHION e 548,894 548,861

Investment deposits
by policyholders ...
Derivatives:
Liabilities—
Interest rate swaps (Other long-term
LIADIlIIES) covvo 0 0

139,066 143,311

Limitation:

Fair value estimates are made at a specific point in time based on
relevant market information and information about financial
instruments. These estimates are subjective in nature and involve
uncertainties and matters of significant judgment and therefore cannot
be determined with precision. Changes in assumptions could
significantly affect the estimates.



22. Fair Value Measurements

ASC 820, "Fair Value Measurements and Disclosures,” defines fair
value as the price that would be received to sell an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous
market for the asset or liability in an orderly transaction between mar-
ket participants at the measurement date. This accounting standard
establishes a three-level fair value hierarchy that prioritizes the inputs
used to measure fair value as follows:

Level T— Inputs are quoted prices in active markets for identical
assets or liabilities.

Level 2— Inputs are quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar
assets or liabilities in markets that are not active, inputs
other than quoted prices that are observable, and inputs
that are derived principally from or corroborated by
observable market data by correlation or other means.

Level 3— Inputs are derived from valuation techniques in which
one or more significant inputs or value drivers are
unobservable, which reflect the reporting entity’s own
assumptions about the assumptions that market
participants would use in establishing a price.

The following table represents the Company’s assets and liabilities
that are measured at fair value on a recurring basis at March 31, 2022
and 2021. Transfers between levels are recognized at the end of the

respective reporting periods.
In millions of yen

March 31, 2022

Level 1 Level 2 Level 3 Total
Assets:
Cash equivalents...... ¥ 492 ¥ — ¥ — ¥ 492
Short-term
investments and
investment
Securities ... 104,545 93,619 16,368 214,532
Total assets ... ¥105,037 ¥93,619 ¥16,368 ¥215,024
Liabilities:
Derivatives
(Other long-term
liabilities) ... ¥ — ¥ 0 ¥ — ¥ 0
Total liabilities ¥ — ¥ 0 ¥ — ¥ 0
In millions of yen
March 31, 2021
Level 1 Level 2 Level 3 Total
Assets:
Cash equivalents...... ¥ 360 ¥ — ¥ — ¥ 360
Short-term
investments and
investment
Securities ... 147,490 50,408 12,126 210,024
Total assets ..o, ¥147,850  ¥50,408 ¥12,126 ¥210,384
Liabilities:
Derivatives
(Other long-term
liabilities) ..., ¥ — ¥ 1 ¥ — ¥ 1
Total liabilities................ ¥ — ¥ 1 ¥ — ¥ 1

In thousands of U.S. dollars

March 31, 2022

Level 1 Level 2 Level 3 Total

Assets:

Cash equivalents..... $ 4,033 $ —$ - $ 4,033

Short-term

investments and

investment

SECUrities ... 856,925 767,369 134,164 1,758,458
Total assets .. $860,958 $767,369 $134,164 $1,762,491
Liabilities:

Derivatives

(Other long-term

liabilities)....c..c....... $ — 9 0% — % 0
Total liabilities............... $ — $ 0% - 3 0

Cash Equivalents

All highly liquid investments with initial maturities of three months or
less are considered to be cash equivalents, and principally valued
using quoted prices for identical assets in markets that are not active.

Short-Term Investments and Investment Securities

Equity securities and debt securities classified as Level 1 assets are
valued using unadjusted quoted market prices in active markets with
sufficient volume and frequency of transactions.

Level 2 assets comprise principally debt securities, which are valued
using quoted prices for similar assets in active markets, or quoted
prices for identical or similar assets in markets that are not active.

Non-marketable securities classified as Level 3 assets are valued
based on unobservable inputs as the market for the assets was not
active at the measurement date. The fair value is determined by using
a valuation technique, such as the discounted cash flow model, which
best reflects the nature, characteristics and risks of each asset. These
significant unobservable inputs contain discount rates, exit timing and
an EBITDA multiple. An increase (decrease) in the discount rates, the
later (earlier) exit and a decrease (increase) in the EBITDA multiple
would result in a decrease (increase) in the fair value of non-
marketable securities.

The Company's Level 3 investment securities that are measured
at fair value on a recurring basis at March 31, 2022 and 2021,
amounting to ¥16,368 million ($134,164 thousand) and ¥12,126 million,
respectively, are primarily private equity investments. The valuation
technique and significant unobservable inputs are as follows:

March 31, 2022

Valuation technique Significant unobservable inputs Range

15%-30%
2022-2025
0x-9.9x

Discount rate
Exit timing
EBITDA multiple

Discounted cash flows

March 31,2021

Valuation technique Significant unobservable inputs Range

4.75%-25%
2021-2025
(23.2)x-16.4x

Discount rate
Exit timing
EBITDA multiple

Discounted cash flows

Derivative Financial Investments

Derivative financial instruments comprise forward exchange contracts,
interest rate swaps and others. These derivative instruments are valued
using observable market data and classified as Level 2 liabilities.
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The following table represents the changes in Level 3 assets
measured on a recurring basis for the years ended March 31, 2022
and 2021.

In thousands of

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2022
Balance at beginning of year ............. ¥12,126 ¥10,366 $ 99,393
Total gains or losses
(realized and unrealized):
Included in earnings .......ccoe...... 2,998 (396) 24,574
Included in other
comprehensive income............ — — —
Purchases 138 2,853 1,131
(240) (26) (1,967)
Redemptions — — —
Cancellation of contract........ccc..... - — -
Foreign currency translation
adjustments ....cocoeveeveevesese 1,346 (671) 11,033
Balance at end of year ... ¥16,368 ¥12,126 $134,164
Changes in unrealized gains
or losses relating to instruments
still held at end of year:
Included in €arnings ....c.....cc... ¥ 2,758 (¥ 256) $ 22,607

Total gains or losses (realized or unrealized) related to short-term
investments and investment securities are primarily included in
net sales and operating revenue or gain/loss on private equity
investments, in the consolidated statements of income.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis
For the year ended March 31, 2022, non-marketable equity securities
with a carrying amount of ¥14,820 million ($121,475 thousand) were
written down to their fair value of ¥14,818 million ($121,459 thousand),
resulting in an other-than-temporary impairment charge of ¥2 million
($16 thousand), which was included in earnings. For the year ended
March 31, 2021, non-marketable equity securities with a carrying
amount of ¥13,307 million were written down to their fair value of
¥13,099 million, resulting in an other-than-temporary impairment
charge of ¥208 million, which was included in earnings. All impaired
non-marketable equity securities were classified as Level 3 assets as
the Company uses unobservable inputs such as future cash flows to
value these investments.

Long-lived assets (Note 11) and goodwill (Note 12) are also
measured at fair value on a nonrecurring basis. All impaired long-lived
assets and goodwill were classified as Level 3 assets as the Company
uses unobservable inputs to value these assets. These Level 3 assets
are not significant.

23. Derivative Financial Instruments
(1) Risk Management Policy

The Company utilizes derivative financial instruments in the normal
course of business to reduce exposure to fluctuations in interest rates.
The Company assesses interest rate risk by continually monitoring
changes in the exposure and by evaluating hedging opportunities. The
Company does not hold or issue derivative financial instruments for
trading purposes. The Company is also exposed to credit-related losses
in the event of non-perfomance by counterparties to derivative finan-
cial instruments, but it is not expected that any counterparties will fail
to meet their obligations, because most of the counterparties are
internationally recognized financial institutions and contracts are
diversified amongst a number of major financial institutions.
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(2) Risk Management

The Company has exposure to the market risk of changes in interest
rates which relates primarily to its debt obligations. The Company
principally enters into interest rate swap agreements to manage
fluctuations in cash flows resulting from changes in interest rates.
Interest rate swaps are used to change floating rates on debt obliga-
tions to fixed rates by entering into receive-floating, pay-fixed interest
rate swaps under which the Company receives floating interest rate
proceeds and makes fixed interest rate payments, thereby effectively
creating fixed-rate debt.

(3) Cash Flow Hedges

The Company designates interest rate swap agreements as cash
flow hedges for variability of cash flows originating from floating rate
borrowings. The effective portion of changes in fair values of derivative
instruments designated as cash flow hedges of these debt obligations
are reported in other comprehensive income (loss). These amounts are
reclassified into current income in the same period that hedged items
affect current income. The ineffective portion of changes in fair values
are reported in income immediately.

(4) Derivative Instruments Not Designated as Hedges

The Company enters into interest rate swap agreements to reduce
exposure to fluctuations in interest rates relating primarily to debt
obligations and other agreements. Changes in fair value of these
derivative financial instruments, which are not designated as hedges,
are reported in current income.

Fair values of derivative instruments reflected in the consolidated
balance sheets as of March 31, 2022 and 2021 are as follows:

Derivatives not designated as hedging instruments

In thousands of

In millions of yen U.S. dollars
March 31 March 31
Location 2022 2021 2022
Liabilities:
Interest rate swaps Other long-term
liabilities ¥0 ¥1 $0

Effects of derivative instruments on the consolidated statements
of income for the years ended March 31, 2022, 2021 and 2020 are
as follows:

Derivatives not designated as hedging instruments

In thousands of

In millions of yen U.S. dollars

Years ended Year ended

March 31 March 31

Location 2022 2021 2020 2022

Interest rate swaps Other income ¥1 ¥4 ¥ $8




24. Commitments and Contingent Liabilities

The Company has commitments outstanding at March 31, 2022 for
the purchase of property, plant and equipment of approximately ¥2,505
million ($20,533 thousand).

The Company provides guarantees to third parties mainly with
respect to bank loans extended to its affiliated companies and other
entities. Such guarantees are provided to enhance the credit standing
of the affiliated companies and other entities. For each guarantee pro-
vided, the Company would have to perform under the guarantee if
the affiliated companies and other entities default on a payment
within the guaranteed period of one to five years. The maximum
amount of undiscounted payments the Company would have to make
in the event of default amounts to ¥405 million ($3,320 thousand) at
March 31, 2022. The carrying amounts of the liabilities recognized as
the Company’s obligations under these guarantees at March 31, 2022
and 2021 were deemed insignificant.

It is not anticipated that damages, if any, resulting from legal actions
will have a material impact on the Company's consolidated financial
statements.

25. Revenue
(1) Disaggregation of revenue

Revenue from contracts with customers and other sources for the
years ended March 31, 2022, 2021 and 2020 are as follows:

In thousands of

(3) Transaction price allocated to the remaining performance obligations
The aggregate amounts of transaction price allocated to unsatisfied

performance obligations related to contracts that have original

expected durations in excess of one year at March 31, 2022 and 2021

are as follows:
In thousands of

In millions of yen U.S. dollars

March 31 March 31

2022 2021 2022

Due within 1 year ¥146,856 ¥157,986  $1,203,738
Due after 1 year 196,256 220,557 1,608,656
¥343,112 ¥378,543  $2,812,394

26. Discontinued Operations

The Company accounted for the sale of certain businesses in
accordance with ASC 205-20, “Discontinued Operations.”

The Company sold certain businesses included in the other services
segment, during the year ended March 31, 2021. The Company
reported the operating results related to these operations as
discontinued operations. Prior period figures have been restated.

Discontinued operations for the years ended March 31, 2021 and

2020 are as follows:
In millions of yen

Years ended

In millions of yen U.S. dollars March 31
Years ended Year ended

March 31 March 31 - 2021 2020
2022 2021 2020 2022 Net sales and operating revenue.........ccccocoeevn. ¥12,892 ¥28,075

Revenue recognized from Income (loss) from discontinued operations
: before income taxes ... 31 1,079
contracts with .customers.“ ¥1,091,537 ¥1,061.271 ¥1,062,804 $8,947,024 Loss on sales of discontinued operations...... (3.162) _
Revenue recognized from INCOME LAXES ... 561 (104)

other sources......vvvvnn. 74,561 74,068 69,828 611,156 - - -

Income (loss) from discontinued operations,
T0tal o ¥1,166,098 ¥1,135339 ¥1,132632  $9,558,180 NEE OF LKoo (25570) 975
Attributable to noncontorolling interests........ — —
The disaggregation of revenue by operating segments is described Attributable to SECOM CO., LTD. wovevvvrerieienn (2,570) 975

in Note 28.
Revenue recognized from other sources primarily comprises
revenue recognized from lease contracts and insurance contracts.

(2) Contract balances
Contract balances arising from contracts with customers at March

Income (loss) from discontinued operations, net of tax, by business
segment for the years ended March 31, 2021 and 2020 is as follows:

In millions of yen

Years ended

31,2022 and 2021 are as follows: March 31

2021 2020

In thousands of Security services (¥ 666) ¥180

In millions of yen U.S. dollars Other services (1,904) 795

March 31 March 31 Income (loss) from discontinued operations,

2022 2021 2022 Net Of tAXES ..o (2,570) 975
Receivables™ ¥178,114 ¥183,826  $1,459,951
Contract assets* 23,435 31,063 192,090
Contract liabilities™........ccccceevee. 56,190 58,033 460,574

*

Receivables are included in notes and accounts receivable, trade, due from sub-
scribers and short-term receivables in the accompanying consolidated balance
sheets. These amounts are before deducting allowance for doubtful accounts.
Contract assets are included in notes and accounts receivable, trade in the
accompanying consolidated balance sheets. These amounts are before
deducting allowance for doubtful accounts.

Contract liabilities are included in deferred revenue, other current liabilities and
long-term deferred revenue in the accompanying consolidated balance sheets.

x

*

The balance of contract liabilities due within one year, amounting to
¥39,194 million as of March 31, 2021, is recognized as revenue for the
fiscal year ended March 31, 2022.
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27. Supplemental Cash Flow Information

Supplemental cash flow information is as follows:
In thousands of

In millions of yen U.S. dollars
Years ended Year ended
March 31 March 31
2022 2021 2020 2022
Cash paid during the
year for:
Interest ¥ 1,170 ¥ 1,117 ¥ 1,044 $ 9,590
Income taxes... 42,883 43,904 40,584 351,500
Non-cash investing and
financing activities:
Additions to obligations
under finance leases........ 8,406 7,311 7,568 68,902
Significant acquisitions
(Note 4)—
Assets acquired................ — 8,633 — —
Liabilities assumed.......... — (326) — —
Considerations for
EQUILY v — 8,207 — —
Cash and cash
equivalents on hand...... — (806) — —
Total considerations....... ¥ — ¥ 7401 ¥ — $ —

28. Segment Information

The Company discloses financial and descriptive information
about the Company's reportable operating segments. The operating
segments reported below are the segments of the Company for which
separate financial information is available and for which operating
profit/loss amounts are evaluated regularly by management in
deciding how to allocate resources and assess performance.

The Company has seven reportable business segments: security
services, fire protection services, medical services, insurance services,
geospatial information services, BPO and ICT services, and other
services.
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In December 2020, the Company transferred all of the issued shares
of Secom Home Life Co., Ltd., which had been a consolidated subsid-
iary, and excluded it from the scope of consolidation. As a result, the
segment name was changed from “real estate and other services”
to “other services” from the fiscal year ended March 31, 2022. There is
no change in the segment classification as a result of this change
regarding the segment name noted above. Effective from the fiscal
year ended March 31, 2022, the Company has reviewed the segment
classifications from the perspective of similarity and relevance of
business activities in order to provide more appropriate information,
and has reclassified some businesses previously included in the
security services segment to the BPO and ICT services segment and
the other services segment. Accordingly, segment information of all
prior periods has been restated to conform to the presentation used
for the fiscal year ended March 31, 2022.

The security services segment provides various types of security
services by utilizing the Company’s unique security systems and man-
ufacturing and selling security merchandise. The fire protection ser-
vices segment provides various types of fire protection equipment,
such as automatic fire alarm and fire extinguishing and other fire pro-
tection systems for office buildings, plants, tunnels, ships, residences
and cultural monuments. The medical services segment provides
intravenous solutions to patients at home, home-based nursing care
services, medical data transmission services by utilizing the
Company's network and leasing of real estate for medical institutions.
In addition, the VIE, of which the Company is the primary beneficiary
manage hospitals and health care-related institutions. The insurance
services segment includes the non-life insurance-related underwriting
business in the Japanese market. The geospatial information services
segment includes surveying and measuring services and GIS services.
The BPO and ICT services segment includes various BPO related ser-
vices, data center services, business continuity plan support, informa-
