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| - Summary of the First Half of the Year Ending March 31, 2018




| -1. Summary of the First Half ofthe Fiscal YearEnding March 31, 2018

Both sales and profits exceeded
60% of the full-year plan as of the
end of the first half

Procurement of funds exceeding 3.8
billion yen through a rights offering
iK>Preparation to expand the balance
of properties from the second half

Photo of AD -O Shibuya Dogenzaka
taken September 27, 2017

Construction completed of AD-O Shibuya Dogenzaka, our first in-
house developed building

Aesigned by the world-famous architect Kengo Kuma
AB1-11Ftotal floor area of 1,931.98 square meters
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|l - Use of Funds Procured




Il -1. Useof Funds Procured A.D.W. crou

Procurement of 3.8 billion yen

In funds

3.6 billion Strengthen business foundation for core business

- US : domestic growth long-term : domestic
short to medium term =5:4:1

- Investments in growth markets / diversification
of geographical risks / strengthening of stable
revenue base

Investment in the real estate tech business

- Strengthening of Smart Money Investment platform
business

. 0.2 billion
yen

K Promote the strengthening of the real estate tech

business while also taking into consideration
Investments in venture companies

Notes: The figures for the use of the funds above are based on our current assumptions and are subject to change in the future
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n -2. Useof Funds Procured/Current State of Businesm Los Angeles (US)

Examples of popular renovations: exteriors, interiors,
earthguake resistance

[Earthquake [_-
resistance]
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N i Other Topics



n -1. Other Topics A.D.W,cisir

AD-O: Start-up real estate tech business support utilizing the 2F

- Operates as a floor that can be used by promising real
estate tech businesses that are just starting up

- Acceptance of applications scheduled to start from late
November

- Also taking into consideration collaboration with the real
estate tech subsidiary Smart Money Investment Co., Ltd.

Sharehol derso Club: Already

- Started member registration through a dedicated website from | ..
the beginning of September

- Information on business results, news, and topics are
distributed to all members, preferential points granted to
shareholders with 10,000 shares or more

K Registration of 1,000 members holding under 10,000 shares
and 1,000 members holding overs 10,000 shares has occurred

- Got off to a good start as a base for shareholder marketing
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K - Overview of theFirst Half of the Year Ending

March 31,2018




K -1. Consolidated PLSummary (Year-on-Year Comparison) A.D. W grour

0 016 ange ea
ended Ma 016 ended Ma 0 0 pla

(Units: Millions yen) AMQ 6 of sale AMO o of sales  previo roare

Sales 9,459 100.0% 12,189 100.0% +28.9% +60.9%
Gross profit 1,819 | 192% 2,121 | 17.4% +16.6% N
SG&A 1,304 | 13.8% 1,367 | 11.2% +4.8% N
EBITDA 637 6.7% 812 6.7% +27.4% +58.0%
Ordinary income 350 3.7% 616 5.1% +75.9% +68.5%
Net income before taxes 437 4.6% 616 5.1% +40.9% +68.5%
Net income 277 2.9% 383 3.1% +38.1% +66.0%

Full-year plan progress for each item exceeded 50% that is the
guideline for the second quarter

Copyright(c) 2017 A.D.Works All rights reserved.



K -2. Changean Segment Results A.D.W. orovr

Changes in segment sales Changes in segment EBITDA

(Unit: Millions yen)

14,000 . . :
B Sales in the income property sales business 1,600 | msmmmm EBITDA in the income property sales business
I sales in the stock-type fee business EmmEE  EBITDA in the stock-type fee business
12,000 4 mmmmm  Consolidated sales 1,400 | ™= Consolidated ordinary income
1,200 -~
10,000 -
LTS (Note 2)
1,000 -~
8,000
800 -
6,000 -
600 -
4,000
400 -
2,000 -
200 -
0 - 0 . .
FY2015 2Q FY2016 2Q FY2017 2Q FY2015 2Q FY2016 2Q FY2017 2Q

(Note 1) Because sales for each segment include intersegment sales, the totals for each segment and consolidated sales differ

(Note 2) Forthe fiscal year ended March 31, 2017, there are transactions of 1,712 million yen that can be classified as salesctrom pheperty sales business in practice, although they are not included as sales in the financial
statements.

(Note 3) The costs for transfer from the income property sales business to thiyséofde business, if the recent postindigyois applied, is 41 million yen for the fiscal year ended March 31, 2017
If a transfer of 41 million yen is conducteBITDA from income properties sales business of 903 million yen would be 862 million yesandEBITDA from stock -type fee business of 342 million yen would be 383 million yen
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K -3. Changesn Scale of Business by Region

Changes in sales

14,000 -

12,000 -

10,000 -

8,000 +

6,000 ~

4,000 -

2,000 ~

I Domestic sales
I Overseas sales

FY2015 2Q

FY2016 2Q

FY2017 2Q

Balance of income properties

25,000 -

20,000 -

15,000 -

10,000 -

5,000 -

(Unit: Millions yen)

I Balance of domestic income properties

I Balance of overseas income properties

FY2015 FY2016 FY2017 2Q

Steady growth in sales for the overseas business
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K -E . Changes in Consolidated Quarterly Results | ADWa:

(Units: Millions yen)

~ feos A Fooe & ooy

7,000 - 400
6,180 6.185
Consolidated sales ) 6 003
6,000 | e , o 350
mmmmm Consolidatedrdinary income
- 300
5,000 1 4,589
,980 - 250
4,000 -
3,293 3,138 - 200
3,000 -
- 150
2,000 -+
- 100
1,000 - | 5o
sal ' ' ' ' ' 0
ales FY2015 FY2015 FY2015 2FY2015 FY2016 FY2016 FY2016 FY2016 FY2017 FY2017 Ordinary
1Q 2Q 3Q 4Q 1Q income

At present, the income property sales business accounts for about 90% of consolldated
sales. As aresult, there are large fluctuations in quarterly results.
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IVV-5. Main Business Areas (1): Overview ahe Income Property Sales Business

Changes in income property sales Changes in balance of income
business results properties

Sales in the income property sales business I Balance at yeaend (Units: Millions yen)
12,000 - Segment EBITDA 11.070 s Average balance during year
- 1,200 20,000 -~
10,000 -
- 1,000
7.141 15,000 -
8,000 - (Note)
- 800
6,000 -
- 600 10,000 -
4,000 -
- 400
5,000 -
2,000 -+ - 200
0 — T T - 0 O =
Sales FY2015 2Q FY2016 2Q FY2017 2Q EBITDA . FY2015 FY2016 FY2017 2Q

(Note) Refer to-2( Nohtaen g3e)s iimm -slegyment results?®

Maintain a conservative stance towards purchases as real estate prices continue to remain elevated
Aim for a balance of 25,000 million yen for the fiscal year ending March 31, 2018
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IV-6. Main Business Areas (2): Overview aihe StockType Fee Business _ADW eiots_

Changes in stoelype fee business resul Changes in rental revenue and inco

(Unit: Millions yen)

Stock-type fee business sales s Rental revenue

= Segment EBITDA - 600 = Rental income (EBITDA base)

1,400 - 600 -

1,200 -
- 500 500 -
EBITDA

margin

1,000 - 70.3%

- 400 400 -
800 -
- 300 300 A
600 -

- 200 200 -
400 -

- 100 ~
200 - 100

0 0 -

0 - .
FY2015 2Q FY2016 2Q FY2017 2Q EBITDA FY2015 FY2016 FY2017 2Q

Sales

(Note) Refer to-2( Nohtaen g3e)s iimm -slegyment results?®

Both rental revenue and PM fees that form a stable revenue base increased
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IV-7. Consolidated B/S Summary A.DW rour

(Unit: Millions yen)

30,000
mmmm  Cash and deposits Total 27,672 Total 27,672
mmmm  |nterest-bearing debt
=== |ncome properties Total 25,832 Total 25,832
Other liabilities
25,000 Other assets

=mmm Net assets

20,000 Total 17,925 Total 17,925

15,000
10,000
5,000 10,64
5,842
. A
FY2015 FY2016 FY2017 2Q FY2015 FY2016 FY2017 2Q

Procurement of 3,888 million yen through a rights offering in the fiscal year
ending March 31, 2018
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n - BusinessPlan and Progress
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V-1. ConsolidatedResults Plan A.D.W. crove

Fifth Mid-range Business Plan (FY201E6Y2018) (Units: Millions yen)

Year ended March 31, 2016 Year ended March 31, 2017 VEED endlnégpll\gi;ch ol s VL endln(gpll\gi;ch st 20

(reets) (reelis) *Announced May 11, 2017 *Announced May 12, 2016

Consolidated sale 15,733 18,969 20,000

Consolidated
—oETA 926 1,216 1,400

Consolidated 650 748 900

ordinary income

Consolidated 426 540 580

net income

Consolidated
ROE (at year end)

EBITDA (earnings before interest, taxes, depreciation and amortization): Operating income + depreciation
amortization + gain or loss on sales of income properties recorded in extraordinary gains or losses [About ROE (at year end)]

Depreciation and amortization includes depreciation, software amortization, amortization of goodwill, and [R/EKSTAREET AR=0 s Te T B B=T0 =T e T guity is exp
other noncash expenses . . . .

In addition, we include income properties held for kbegn sale in fixed assets, and we have recorded a part arights offering (exercisprice nordiscount type) conducted
of the gain or loss on sales from the income properties held fotéomgsale in the section of extraordinary during the fiscal year ending Mar&i, 2018

gains or losses. EBITDA is calculated by including the extraordinary income k Accordingly, ROE for the fiscal year ending March 31, 2018

ROE (at yeaend): Net income / Shareholders' equity (at eat) expected to decline YoY

18 Copyright(c) 2017 A.D.Works All rights reserved.



V-2 . Guidancefor Balance of Income Properties / Rental Income / ROA J _A.D.Wsrour

(Units: Millions yen)

End of 20 ended Year ending

nd o ende

Year ended March 31, March 31, 2019
Sept. 30, 2017 (Planned)

2017 (Results
( ) (Results) *Last year of 5" Mid -
range business plan

Balance of U.S. income
ot e o) 20680 2380 | 5,000

Balance of domestic income
properties held for sheror 10.404
mediumterm sale (average) :

Balance of domestic income
properties held for lonterm sale 5 582
(average) .

Guidance
Total balance of income
properties (end of year) 171254
Rental income 391
(EBITDA base)
ROA for income property sales

Note: ROA for the income property salesalculated by conversion to a fyiéar basis.
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M | Resultsof Rights Offering
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M -1. Purpose ofthe Rights Offering A D.W.crovr

(Unit: 100 million yen) [Second] Announced in Oct. 2013: [Current] Announced in Apr. 2017:
Commitment-type Non-commitment-type,
350 rights offering exercise-price non-discount type
(Procured approx. 2.2 billion yen) rights offering
300 30 billion yen

[First] Announced in Oct. 2012:
Non-commitment-type

rights offering
250 (Procured approx. 0.5 billion yen)

20.3 billion yen
200
150
100
50 I I
0 .
FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 (Planned)

[Results for FY2016] Balance of income properties: 20.3 billion yen / cash balance: 4.4 billion yen
[Plan for FY2018] Balance of income properties: 30 billion yen *Final year of the Fifth Mid-range Business Plan

m) Implement our third rights offering in order to achieve the balance target
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M -2. Amount Procured through the Rights Offering _ADW_erotr_

Market
capitalization Amount

8.7 billion yen procured
3.8 hillion yen

The amount that canlbeppracured throughaappublic)offering porceapital
increasest throughaa thirc-party allotment, is approximately 25% of market
capitalization

*fithe: dilution rate-fromia:capitallincrease through a third-party allotment is 25% or higher, obtaining the @pinion @f aniind@endent party or a
resolution of the generallmeeting of stockinolders isecessary (Article432 of the ‘Securities ListingiRegulations)

m) Procurement of44.7% of market capitalization at the time of the rights
offering announcement
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M -3. Non-Discount Type for the First Time in Our History

Exercise price = market price

A Stock acquisition right exercise price set at 39 yen, the final price before the announce
date (April 24)

AK Elimination of exercise coerci@accompanying projections of a decline in stock price

IM¢

Strengthening relationships with shareholders

A Payment of a commemorative dividend (1.65 yen) as the first interim dividend
AEst abl i shment of the ADW Sharehol der séo

Emphasizing the fundamentals through IR/PR activities

Alntroduce an equity story through newspapers, TV, radio, magazines, and the internet

Copyright(c) 2017 A.D.Works All rights reserved.



M -4. Changesn Theoretical Value and Market Value of Stock Acquisition Rights

April 25
60 VEN | 1 Exercise period of Stock
acquisition rights

50 yen

40 yen _

Exercise price of 39 yen

0yen |

20eN | -
-—=Market value of stock acquisition rights

10 yen -=—=Theoretical value of stock acquisition- - = ==
rights (actual stock price - exercise price)

O yen T T T T T T T T T T T T T T T T T T T T

4/24 5/1 5/8 5/15 5/22 5/29 6/5 6/12 6/19 6/26 7/3 7/10 7/A7 7/24 7/31 8/7 8/14 8/21 8/28 9/4 9/11
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M -5. Procurement Amount Compared to Stock Market Capitalization | _A.D.W.crour

B Amount procured

1C ) billion yen [Third] Non -commitment-type
: . : (Procurement of 3.8 billion yen)
N Market Capltallzatlon Exercise rate 0f44.7%
€ ) billi ;
billion yen [Second] Commitmenttype
(Procurement of 2.2 billion yen)
& ) billion yen Exercise rate of 100%
7 ) billion yen
€ 1 billion yen
£ ) billion yen
4 ) billion yen
2 1 billion yen
[First] Non-commitment-type
- (Procurement of 0.5 billion yen)
2 1 billion yen Exercise rate 0f92.8%
1 ) billion yen
0 billion yen

First (FY2012) Second (FY2013) Third (FY2017)

Becausea anoro n-discovn iy pe pl o lusedubisdtbivdd tibieproturem antefficremoywillefficiency will
increase @sithélexargiseqate detingéeclines
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VI -6. Strengthen Business Foundation for Core Business] A.D.Wicrou

€n pusiness toundation for core

3.6 billion yen

PUSINESS

Investmentsn growth markets / diversification of geographical risks / strengtheni
of stable revenue base

Investment ratio of 5:4:1 in US : domestic growth long
term : domestic short to medium term

Focus investment in US and domestic growth lonrterm
businesses

[US] Grow market with continuing growth in both income 530

property trading volume and trading prices

revenue base

[Domestic growth longterm] Purchase real estate with high
asset value and brand power in order to strengthen a stable

[Reference] Investment allocation plan released on April 25
*Investment amount of 4 billion yen assumed

(Unit: 100 million yen)

Classification Procured funds allocation Real estate
amount acquisition

usS 20.0 p 50%P 32.3
Domestic growth 16.0 P 40%P 20.4
long-term
Domestic short to 4.0 p 10%P 66.4
medium term
Total 40.0 p 100%P 119.0

US Pending Homé&ales Index

(Unit: 100 hundred)

580
m NUTPCTOl e Sales price (median) $240,000
propertles N

sold

$220,000

I I $200,000
_ _ $180,000

480

2013 2014 2015 2016

Source: US National Association of Realtors

(Note) Ratio of LTP and valuepfunds (VU ratio)assumptions
US: LTV approximately 40%, VU ratio 5%
Domestic growth longerm: LTP approximately 85%, VU ratio 12%
Domestic short to medium teriaTP approximately 90%, VU ratio 12%
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M -7. Creation of a New Real Estate Distribution Market

(2) Creation of a new real estate distribution market (approximately 200 million

Development of a new custontgese (higkend privatanvestors)

Investments in platforms (200 million yen)

5

K Equipped with settlement function and cloud computing function
K Investment education (costs related to strengthening contents and marketing)

Investments in venture companies related to real estate tech through retained earnings will also be
considered

, . Financial assets
AR exceeding 100 million yen

(Approximately Y
120 households) Y Customer base for the core business
(income property sales business)

Financial assets
from 30 million to
.00 million yen

L Customer base assumed for the real estate distribution market

inancial assets

han 30 million
than 30 0 (Note) The numbers of households are based on our assumptions

Copyright(c) 2017 A.D.Works All rights reserved.



H 1 About AD-O Shibuya Dogenzaka
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H T About AD-O Shibuya Dogenzaka A.D.W. grour
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A H -1. Positioningand Aims of This Project AD.W.sioir

As a project commemorating our 130th year since foundatidisplays our
stance of taking on the challengengfv stagesandnew domains

Accumulateknow-how on the regeneration of income properiaesl
strengthens support capabilities so that this knowledge can be prawided
customers

Builds upthe strength and structure for the realization of business deployment

firmly rooted in regions and markets

At this time we will start our first development project
|| for an office building with special characteristics
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A H -2. Aboutthe Process e

September 2013 Acquisition of previous property

VERS P i eilsy Completion of tenant vacation, demolition of property

May 2015 Start of new building development project

Formation of project team
[PJM (CM), planning, design, construction, security, IT, BM]

July 2016 Start of construction of new building

September 2017 Completion of construction

N

November 2017 Rental floors completely leased

Copyright(c) 2017 A.D.Works All rights reserved.



A H -3. Characteristics ofthe Property (1)

Building concept

A We will boldly pursue a basic stance of selecting office building
architecture that takes into sufficient consideration the characteristics pf the
Shibuya area, as well as full specs based oaghemed tenants

A The tenant image is service offices for ventures and other companies pf a
few people which will grow into companies of around ten people

A We will create a building that offers 2¥ur support for such staup
companies!

" AD-O Shibuya
Dogenzaka
O AD Wo r [oOffio Building
O Advanced & esignedOffice Building

9331
O O
o —
—h
O
(q))
O
c
o
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A.D.W. grour

A H -3. Characteristics ofthe Property (2)

Designed by Kengo Kuma with
extremely high visibility, featuring
coloration and desigtnat matchethe
treelined streets of Shibuya

———
=

B

| eanane e B, i A B i ]
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A H -3. Characteristics ofthe Property (3)

Safety and reassurance

-

| HASHEA T = ]

Non-contact
card readers
&
intercoms with cameras

Reduction of vibrations through a solid frame
construction and seismic dampers

(1.25 times the required earthquake resistance
levels in the Building Standards Act)

Copyright(c) 2017 A.D.Works All rights reserved.



A H -3. Characteristics ofthe Property (4) A D.W. crovr

Comfort CASBEE Rank A Certified

PBEEES CBL-CASIREE-0003-17 I §qz {ﬁ %:nt% I (/\SBEE‘@%@E‘;&)

@ MIEY 7} : CASBEE-BD.NC.2014 (v.01)
I Ik ® % : CBL-CASME-0003-17

AD-O#: & E XK Z BB AR S—IESY

[emmi& | wHHR WoBEm® | 236n1
P e WRPHERMKIE—T H2280% eEms | o3t
CASBEE 2%
R | BRI, B P SO 1IBE SF I
i TFEE| 20174908 i Sifi

—fRREEANS — ) E 7 CAS BE E IR LR
BE 7 ROREICESEFE LR, CASBEEICL Y Y k%
BN OR AT HITETH D & IET 5 -

ol OASVY

RESORNAR

W4 B AD- OEmHER [
B F  BRefT— - F— -T2
OB #  REEEAKEXE T H2H5
FF fli B RS : EhEIREHEERS 3 ‘s’m iy
MY —/ : CASBEE-Z% (H5) 20 1 44 wstx =
o B ﬂ = 5] ﬂ

i i uuu DUD

wma awan 33 wan
= ane Ere

LR REMOMAARERE REMORAARNE ERI L SUREE)

BRENORAZNC 25x (SQ-1) 615 17
BEMOMAAB.  25%(55LR) ~ 353

BEE =

SA24A2NCOLAMEENFY—H) | GRED

T
733 ename-oua /¢ Edue
EEr e S ey

SR t'féz"a Rl i
201748H23H
CAS BE EFH{ER LR
BEEEA XY —Y BT ml
axr HE B2
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A H -3. Characteristics ofthe Property (5) _A.DW_cioor_

Convenience

[First floor]

There is no rental space on the first floor,
and it can be used exclusively bienants,
free of charge, as a conference room or
show room

k Glass windows for the entire space! Al %8
k Broad areas can be used by removing
_ movable partitions

k Design also takes into consideration the

_ storage of tables ancthairs - — M
k Can be used after booking over the BAEO up
Intranet - .
k Projectors, screens, acoustics, dimmers, EV
etc. installed in advance L .
. IDN |
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A H -3. Characteristics ofthe Property (6) A.D.W crour

Convenience and comfort

FLHEREE | 2~1085:143.99n (43.55L8)
[2~1088) 1R 129,780 (36,2687)

[Standard floors]
k

Well-appointed office space ; \
O Easy to make layout adjustments — | J
k Adoption of sliding doors
k Comfortable kitchen and bathroom
k Security settings can be used to control elevator :
stoppage or passage by individual floors m_g nﬁ 3%511113
— [0 O
T = EF-S-.P'S é;i-
High-gradekitchen L e | %i— ,
i‘t ,_A Lo W m_--,'-»_/;’" .
N = D = H
MAUID .
O Ll " I
| 1ol |
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_A.D.W.aoi_

H -3. Characteristics ofthe Property (7)

Convenience and comfort

Free design for elevator hall

Dyson Airblade Taps used fbathroom sinks

Stanq_ard _ Customized
specifications ; specification
o . IDF / PS- % AT AE R
Communications ™ B4Rk ; -
environment il W — — ,%{P ....... =
EHIEHS ¥
10F
............................ —— S
F+YMETE PR

MDFE2

KECEFEECOOVWTFEELGDFET
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H -3. Characteristics ofthe Property (8)

Paperless

Digital signage

Movable

This building
uses no papesigns!

_A.D.W.aoi_

Intranet

Fixed 809

‘| “ a2 et PGE )

& ammEs 40

TAATVA : SHRAP#HEHE
43871 ATV
B4 PN-Y436

AGYER NWWITEHR

AIUR
B XS-3247T

T mrva-S v EX g

WEEE-F ATV A

ST | =l ErnET e
g 2017EaH 228 (%) &
u
A= Rk
EL — =S P
s I
Lt €0ra e 057160 tEe @+ 8 =
— susmss 3 waes | QEOCE | O T —"
800 ]
F=a—
| CHROFSX AT Ga—3 1Bl P L — ol EaHi
o B ¢ |0 | @
? = ~/ 2%
......... Freres wee-u Frare e n-w
E25 AgoeotkF
w_A
wa
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_A.D.W.aoi_

A H -3. Characteristics ofthe Property (9)

‘ Whimsically scaledwindows I

Each window on each floor has a different size!
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A H -4. Outcomes othe Project and Future Efforts (1) AD.W.srovr

Outcomes

Completion of a rental building property that is small, but thatigs
commercial appeal

Formation of a project teaand the building of good relationships with
external companies

Accumulation ofvast PjM knowhowthrough new building development
(Regular PjMmeetingsheld 60 times, regular construction meeting held 84
times, etc.)

Realization of various new initiatives in facilities, equipment, and operations
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A H -4. Outcomes othe Project and Future Efforts (2)

Future developments

By fully entering the officéuilding field from a base mostly consisting of
residential properties, working aggroup to improve owalue chain

Leveraging the idleeal estate assets of real estate owners who are custpmel
through means such as/estment consulting proposals

Using as a startingoint for income property development and retail of
iInvestment business

Adopting a policy of using the first and second floors of property for
supporting real estate tech business ventures and collabavghcsMI

Copyright(c) 2017 A.D.Works All rights reserved.



0 - Reference Materials (BusinesStrategy)
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0 -1. BusinessStrategy (1): Expanding the Scale of Business and Shifting to a Stable ProKtodel

Relationship between balance of income properties and rental N Cy -

20,000 - Average balance during year - 1,200
= Rental revenue 18,247
18,000 - [ Consolidated ordinary income
1,000
Bar indicating rentatevenue is high 16,000 1
= High contributionto profits 14,000 -
800
Higher income 12,000
t 10,000 - 600
— 8,000 -
Balanceof 400
income property P/L 6,000 1
(averagebalance) Rental income
4,000 +
(It is expected that the| 200
rental revenue profit 2 000 -
margin will exceed '
65%:- EBITDA Base)
0 - 0
FY2014 FY2015 FY2016
Whenmore jpropeities:areiadded te thé.balance of The impact of rental-revenue on profits:is growing.
income propertiesentalincome increasdgicreasing the We aressteadilyrtransitioning tosastable
contributionttocoverallincome profit model.
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0 -2. Business Strategy (2): Benefits of Increasing the Balance of Income Properties A.D.W. crour

2 benefits of increasing the A.D.Works property bala

ROE =Financial leverag@A) 3 Asset turnover rat@B) 2 Profit margin from sales of income propert{€y

<Balance of income properties / <Sales / Balance of income <Income from sales of income properties / Sales>
Equity capital> properties>

(Image showingelationships)of ROA (e | : — —— "
an noumcﬂdiikgurm) 0)= INCOMe 1rom sales or Income properties alance or Income prope
Increasing ithe balandeads: torhigher ROE.

(1) Increase imental revenuavith a high profit margin
Sales from sales of (2) Achievea reasonable asset turnover rate that maximizes property potel

income property ¥ B- Tyrnover rate

v Balance of income

B3 C=ROA properties

‘.\
»

»

.

3

C: Profit margin A: Financial leverag

Income (1)

income from propert Income (2) : :
: sales)p P (rental income) Equity capital

suolnnIsul [eioueUl Woi Buimollog
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n -1. CompanyProfile _ADW oicii

Company name: A.D.Works Co., Ltd.
Headquarters: 13thFIl., NBF Hibiya Bldg., 11-7, Uchisaiwaicho, Chiyodaku, Tokyo
Establishment: Founded February886. Incorporatetilay 1936.

Capital: 3,889 millionyen (asof the end ofSept. 2017)

p ST ST SR S

Listed: Listed October 2007 on Tokyo Stock Exchange JASDAQ.
Changed October 2015 to the First Section of the Tokyo Stock Exchange.

o

Subsidiaries: A.D.Partners Co., Ltd. (property management)
A.D.Designbuild Corporation (construction)
A.D.Smartmoney Investment Co., L{dales of smallot investmenproducts)
A.D.Works USA Inc.(management of USA subsidiaries)
ADW-No0.1LLC (income property businegs USA)
ADW Management USA, Inc. (property management in USA)

A Employees: 148 consolidated (as of the end of Sept. 2017)

A Officials: Hideo Tanaka Presidenand CEO
Syogo Yonetsu Executive Vice President
Katsutoshi Hosoya Senior Managing Director and CFO
Nobuhiko Toji Managing Director
Tamio Harakawa Director, Audit & Supervisory Committddember
Takemoto Ohto Directdwdit & Supervisory Committee Member
Miwa Sutoh Director, Audit & Supervisory Committeblember

Copyright(c) 2017 A.D.Works All rights reserved.



A.D.W. grour

n -2. Shareholder Composition (Based on information as ofSept 30,2017)

Number of issued shares / Number of sharehol

Numberofiissuedishares323,912:993 Numberofshareholders:18:185

Major shareholders Allocation by ownehare ratio)

0
1 |Hideo Tanaka Our company President and CEO 43,545,506 13.449 0.3% 13.8%
2 |Liberty House Co., Ltd. 16,216,000 5.009
Japan Trustee Services Banktd 4.6%
3 [vapan v ' 8,241,600 2.549
Trust Account 8. 704
4 The Master Trust Bank of Japan, Ltd. 6,848,600 110 A%
Trust Account
5 |Japan Trustee Services Banktd. Trust Accourin 5 6,696,300 2.069 ‘2.4%
6 The Master Trust Bank of Japan, Ltd. 4.879.959 1500
BIP Trust Accourm 75695 70.1%
7 |Ueda Yagi Tanshi Co., Ltd. 4,836,100 1.499
J Trustee Servi Banktd.
8 apan rusiee Services ban 4,646,000 1.439 B Financial institutions Financial instruments businesses
Trust Accounn 1 .
9 Ja_;l)_an ijstee Se;wces Banktd. 4,570,400 1.419 Other corporate bodies m Foreign corporate bodies
rust Accounn Individuals, other m Treasury stock
10 |Rakuten Securities, Inc. 4,169,90(1) 1.289
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-3. Trends in Past and Current Results

25,000 -

20,000 -

15,000 -

10,000 -

5,000 -

0 -

Sales

(Units:
Consolidated result treng
Consolidated sales
—— Consolidatedrdinary income i
s CONSOlidatedhetincome 2 00
18,969 i
526
9,961 10,159 9,853
328
11
394
6,104 6,28 '
300 PO
229 220 16
40 Next fiscal
year plan
22
FYO07 FY08 FY09 FY10 FY11l FY12 FY13 FY14 FY15 FY16 FY17

Note Because no consolidated financial statements were created for
the yeareendedMarch 31, 2008 and March 31, 2009, the results
shown here areon-consolidatedesults only.

SecondMid- Third Mid- Fourth Mid
RangePlan Range Plan Range Plan

Millions yen)

1,000

900

800

700

600

500

400

300

200

100

Income
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n -4. Changes in Consolidated Results (Summayy _ADWarotr_

(Units: Millions yen)

Year ended Year ended Year ended Year ended Year ended Year endec Year endeq
March 31, March 31, March 31, March 31, March 31, March 31, March 31,

2011 2012 2013 2014 2015 2016 2017
(Results)  (Results)  (ResultsP  (Results)  (Results)  (Results)  (Results)
Consolidated sales 9,32¢ 10,15¢ 9,85: 11,53’ 10,73¢ 15,73  18,96¢
[consolidated ordinary income 526 29C 361 45 54 65¢ 744
Consolidated net income 30C 14C 21¢ 27C 33< 42¢ 54(
Net assets 2,132 2,20¢ 2,89¢ 5,49¢ 5,47¢ 5,842 6,41°¢
Total assets 8,531 6,25¢ 9,11 14,27« 16,68: 17,92t  25,83-

otal income property balance

6,114 3,81( 5,70¢ 10,12« 12,937 14,55 20,31

at year end)

Rental revenue (sales) 407 38C 41€ 46C 717 84z 1,05§
Rental revenue / sales ratio (% 4.4 3.7 4.2 4.C 6.7 5.4 5.6
Employees (persons) 44 53 59.t 68 99 11E 13€
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p -1. Background of the Fifth Mid-Range Business Plan: Domestic Income Property Busines M

Opportunities (O)

- Bold financial policies (expanding the yield gap) - Failure of reflation policies
(Growing real estate investment needs) (Rising interest rates, falling rents and land values)

(7)) - Increasing property taxation - Rising trend in real estate prices

(&) (Growing needs for talkability reductionmeasures among high ngbrth (Soaring real estate prices diminish yields and reduce invesgrehe real estafe
F=ra individuals) - Occurrence of anunexpected overseayent

— e, - Surgein demand prior to the consumption tax hike (106) (Risk of anceventin China, the Middle East)orEurope; results:of the WU:Sipresidential election)
O - Delay in implementation of the consumption tax hike (10%) - Risk of a domestic change in political administration

o - Success in temporarily boosting the economy with fiscal stimulus (Slowdown of Bank of Japan monetary easing policies)

- Rebound after surge in demand prior to the consumption tax hike (10%)

- Expected rise in real estate prices and rents resultingom > More cautious investment approach and stagnating real estate market in view
of the postOlympic period

P the 202.0 O'Ymp'CS. _ (Declining real estate liquidity, limited effect on high-medrth individuals)

E (Awakening of potential needs for real estate investjnent - Cooling of investment sentiment due to bond devaluation or rising interest

o - Increasing real estate investment as a hedge against inflation rates ) o

e TE)  (Growing real estate investment needs) (Limited effect on high netvorth individuals) . .

ol=d - Active approach to lending by financial institutions - mgrllgl[fylng competition for acquisitions due to more companies entering the
(&) (Boost to expanding the balance of income propgrties (More individuals and companies targeting smaller properties where economic risk is low)
LL] - Rising construction costs

(Higher costs for new construction and lasgpale renovations, insufficient construction
personngl ) )
- Slowing of the economiaecovery and return of deflation

- Population growth in the Tokyo metropolitan area (continuing to - Long-term aging ofthe population and population decline

2020) ) ) . (Effects on rental real estate due to population decline)
> (IE?IsemlafI for investment |a ndtalts ° 'advanttageczus for leasing) - Rapid rise in real estate prices caused by inflow of overseas money
o - Inflow ot overseas real estale investment money (Lower yields, reduction of investmegtade real estate, intensifying competition for
reh] (Overseas valuation of Japan, prosperity of the domestic real estate market) acquisitions)
'O Y Igcrease n Lofrelgn treIS|dentrst_ In Japan - Risk of an earthquake directly below the Tokyo metropolitan area

(Growing need for rental properties) . . (Severe reduction in attitude toward real estate investment)
(@) - Construction and redevelopment of city center infrastructure | - b £l le IPO
U) (Increasing hiring increases the need for rental properties among both - Increase In numbers or largescale S .

(Downward pressure on stock prices due to negative effects on stock market demand)

corporationsnd individuals.)

- Growing number of high networth households due to rising stock
prices and IPOs
(Growing number of high natorth individuals increases the customer base.)

We have concluded that advance preparation is necessary for potential changes in the real estate market.
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P -2.Background of the Fourth Mid-Range Business Plan: Income Property Business in the U S.A.D.W. crour

- Continuation of the BoJ large-scale monetary easing policy
(Further advantages from the weak yen)

- Revision of domestic taxation policy
(Growing need for measures to reducelialility among high net
worth clients)

J

- Soft landing for monetary easing policy by the FRB
(Stable forecast for the U.S. economy, growing real estate manageme
needs in the U.S.)

- Active approach to lending by Japanese financial institutions
(Lower interest cost, advantageous loan t¢rms

- Increase in real estate investment needs due to changes in
the inheritance tax and gifttax
(Investment by high neworth individuals, increased use of real estate
for asset formation)

- Continued economic growth in the United States
(An investment environment with good future prospects, even
compared to other advanced nations)

Economy (E) | Politics (P)

- Exhausting of suitable investment properties as a result of g
declining domestic population %
(Demand for overseas real estate investment, promotion of diversifie !
investment)

- Presence of persons who have lived in the U.S.
(Persons with an affinity for the U.S., low barriers)

- Continuing U.S. population growth / Insufficient supply of
new properties
(Stable and increasingntal income)

Society (S)

Opportunities (O) Threats (T)
S

- Stricter monitoring of overseas assets / Tax system revision
(Possibility of an increase in taxes on overseas assets)

- Rise in interest rates due to monetary tightening by the FRB
(Risk of stagnation in the U.S. economy, concerns about a global
economic slowdown)

- Stricter regulation of U.S. real estate owners
(Rising barriers to U.S. real estate investment)

- Overseas entry by Japanese companies
(Increased entry into the market by competitors)

- Stagnation of the U.S. economy
(Global deflationary crisis)

- Risk of an interest rate hike
(Decline in investment efficiency due to rising interest costs)

- Violent exchange rate fluctuations
(Disruption and instability in the exchange market, increasing exchange
risk)

- Sudden changes in exchange rates due to changes in the
international situation
(Search for risk hedge currencies, review of weakempgdicies)

- Further inroads into the U.S. by Chinese high netvorth
individuals
(Rise in real estate prices)
- Geopolitical risks
(Safety concerns resulting from higher conflict risk)
- Manifestation of U.S. earthquake risk
(Diminished advantage to diversification of investment from Japan)

In additionits own business potential, theS. business also functioas a risk hedge for the domediigsiness
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p -3. Business Strategy: Investment Positioning Matrix _ADWcrovr_

A.D.W. Group investment positioning matrix

Cash Cow <

Domesticiincome §_> U.S. income
properties-business properties-business

Buioueulr Aunb3

' Star (2)

Retail ofinvestment Readl IEstate dech

Profit earning.capacity

Domesticpropertyrimanagementsbusiness

Client relations functions
v - "Royaltorch” owners"club

LOW - Completely private consulting
Large < » Small
Amount of profits
Future positioning Allocation of funds as business
D SRELLELELL of the business € resources (investment)
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p -4. Business Strategy: Evolving the AD Busineddodel

Evolving the AD business model

Increasing the balance of incomd W Expanding the range of income property
properties types _
property sizes,

» _ purposes
Shifting to a stable profit model | 50 votion to completely private consultin

Providing high added value to the owners (clients)

Achieving lower owner (customer) costs based on-kenm business
relationships

Good cycle results of the AD
business model

In the real estate industry.
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