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2019 27
912,207,354 64.25
411,503,999 28.98
500,703,355 35.26
919,152,328 64.74
1,419,855,683 100.00
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30 (2019 27 )

@)
1 37,600 | 56,335,538 1,498.286 | 53,128,800 1,413.000 | 3.74
2 11,400 | 32,092,660 2,815.146 | 51,414,001 4,510.000 | 3.62
3 1,100 | 41,083,693 37,348.812 | 50,511,998 45,919.998 | 3.56
4 36,100 | 38,809,715 1,075.061 | 46,569,000 1,290.000 | 3.28
5 8,300 | 21,778,297 2,623.891 | 44,156,000 5,320.000 | 3.11
6 8,000 | 39,466,632 4,933.329 | 41,872,000 5,234.000 | 2.95
7 17,200 | 29,288,555 1,702.823 | 40,437,200 2,351.000 [ 2.85
8 7,500 | 17,999,515 2,399.935 | 38,625,000 5,150.000 | 2.72
9 35,300 | 32,367,909 916.938 | 37,559,200 1,064.000 | 2.65
10 7,400 | 40,771,098 5,509.608 | 36,778,001 4,970.000 | 2.59
11 24,500 | 43,407,765 1,771.746 | 36,186,501 1,477.000 | 2.55
12 6,600 | 22,294,732 3,377.990 | 33,990,000 5,150.000 | 2.39
13 14,900 | 36,445,618 2,446.015 | 33,748,500 2,265.000 [ 2.38
14 15,000 | 33,161,150 2,210.743 | 28,455,001 1,897.000 | 2.00
15 13,200 | 18,985,395 1,438.288 | 27,152,400 2,057.000 [ 1.91
16 1,100 | 20,646,895 18,769.905 | 22,830,500 20,755.000 | 1.61
17 14,100 | 22,682,935 1,608.719 | 21,714,000 1,540.000 | 1.53
18 11,000 | 26,896,581 2,445.144 | 21,691,999 1,972.000 | 1.53
19 1,000 | 15,471,654 15,471.654 | 20,970,000 20,970.000 | 1.48
20 37,500 | 22,460,492 598.946 | 20,778,751 554.100 | 1.46
21 22,400 | 24,594,536 1,097.970 | 20,630,400 921.000 | 1.45
22 500 | 12,771,623 25,543.246 | 20,190,001 40,380.002 | 1.42
23 19,600 | 22,582,534 1,152.170 | 19,619,598 1,001.000 | 1.38
24 31,600 | 16,469,714 521.193 | 15,800,000 500.000 | 1.11
25 5,100 | 15,898,439 3,117.341 | 14,458,501 2,835.000 [ 1.02
26 4,900 | 14,335,817 2,925.677 | 14,077,700 2,873.000 [ 0.99
27 2,800 9,932,075 3,547.170 | 14,000,000 5,000.000 | 0.99
28 213 | 12,150,944 57,046.685 | 13,717,200 64,400.000 | 0.97
29 1,900 | 11,007,336 5,793.335 | 13,590,700 7,153.000 [ 0.96
30 5,800 | 13,452,764 2,319.442 | 12,487,399 2,153.000 [ 0.88

2019

2019

27

27
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2018 10 2019
1 4,188,554 10,953
(2010 30 PO ’
(20112 20 3,843,547 11,918
(201;3 20 2,937,902 10,272
(201;4 0 3,482,786 13,829
(20115 20 3,222,415 14,726
(20126 20 2,724,007 16,085
17
(2015 20 2,206,034 14,732
(201i8 20 1,788,643 16,500
(201é9 20 1,551,594 18,922
20150 20 1,432,016 18,970
( ) ( ( )
2018 10 26 1,432,277 17,922
2018 11 30 1,475,254 18,460
2018 12 28 1,400,220 17,576
2019 25 1,416,481 17,839
2019 22 1,429,074 18,103
2019 29 1,437,396 18,351
2019 26 1,469,136 19,118
2019 31 1,438,628 18,928
2019 28 1,435,045 18,970
2019 26 1,448,889 19,268
2019 30 1,422,663 19,066
2019 27 1,419,856 19,238
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12000 | AW o
10,000 N, 150
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6.000 &0
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1999/5/24 2003/8 2007/7 2011/8 2015/9 2019/9/27

1 1.81

12 8.81

13 13.81

14 34.63

15 6.49

16 9.23

17 8.41

18 12.00

19 14.68

20 0.25
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2009 5.9
2010 9.4
2011 14.5
2012 9.1
2013 36.0
2014 21
2015 0.5
2016 0.6
2017 19.2
2018 5.7
2019 9.5
1
)« )  x 100
12 1
12
2019 27
{%)
. 36.0%
30
20 19.2%
10 B.4% 9.1% 95%
ol o, B 21% ogy 06%
10 |-5.9% 5
5 ~14.5%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 (%)
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11
2009 62 62 | 126,814 126,814 382,406 382,406
2010 30 )

12
2010 306 306 60,221 60,221 322,491 322,491
2011 30 )

13
2011 91 91 36,565 36,565 286,017 286,017
2012 30 )

14
2012 0 0 34,172 34,172 251,845 251,845
2013 30 )

15
2013 0 0 33,021 33,021 218,824 218,824
2014 30 )

16
2014 809 809 50,273 50,273 169,360 169,360
2015 30 )

17
2015 844 844 20,464 20,464 149,740 149,740
2016 30 )

18
2016 0 0 41,340 41,340 108,400 108,400
2017 30 )

19
2017 60 60 26,462 26,462 81,998 81,998
2018 30 )

20
2018 131 131 6,642 6,642 75,487 75,487
2019 30
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2019 30
2019 2018

128,315 152,000
5 860,331 991,698
6 400
4,300 2,515
901,079 840,446
1,894,025 1,987,059
1,894,025 1,987,059
5 443,793 368,800
1,261 389

3,029
10 5,421 6,500
10 950 51,507
7,555 8,269
462,009 435,465
462,009 435,465
3 754,869 819,977
677,147 731,617
1,432,016 1,551,594
1,432,016 1,551,594
1,894,025 1,987,059
3 75,487 81,998
7 18,970 18,922
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2019 30
2019 2018
18,729 21,345
50,174 344,491
68,903 365,836
10 21,915 25,571
10 5,430 5,390
10 1,329 1,320
4,533 4,655
6,237 6,231
10 14,365 15,709
10 960 58,933
2,868 3,269
10,034 9,081
67,671 130,159
1,232 235,677
1,232 235,677
1,232 235,677
*
2,370 (37,101)
731,617 704,642
o 1,188 403
ek (59, 260) (172,004)
677,147 731,617

xx 10,000
il 10,000

40/118



2019

Qa

1999 24
2000
2015 13
10

1998 10 26

2007 30

30

30

41/118

1999

20

EDINETOOOO
0000000 DO000O00O0oOdnEL4915)
Ooooooooooooooooooad

150



(¢

EDINETOOOO
0000000 DO000O00O0oOdnEL4915)
Ooooooooooooooooooad

42/118



(€

4

EDINETOOOO
0000000 DO000O00O0oOdnEL4915)
Ooooooooooooooooooad
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81,998 108,400

131 60

(6,642) (26,462)

75,487 81,998

819,977 1,084,001

1,313 597
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5.2.
Q@ 2.4.
Q@ 2.5.
5.3.
2019 30 2019 30
860,331 69,734
860,331 69,734
(443,793) 67,869
(443,793) 67,869
2018 30 2018 30
991,698 168,146
991,698 168,146
(368,800) 19,302
(368,800) 19,302
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¢
2019 30 458,115,120 2018 373,918,263
442,964,574 2018 466,527,882
482,062,932 2018 471,400,500
39,008,358 2018 4,872,618
2019 30 2018 30
2019 30 2018 30
2018
2018
©
10
(10
4,000
0.1
2019 30 5,429,848 2018 5,389,972 2019 30
397,489 2018 910,433
1.5
2019 30 21,915,136 2018 25,571,201 2019 30
5,420,841 2018 6,500,150
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20

960,296 2018 58,932,931 2019 30

51,506,792
5,000
0.05
0.1
1,000
1,329,471 2018 1,320,119 2019 30

227,663

2019 14,364,535 2018 15,709,401

2018 30
2019 11 12 2,953,226
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2019 30

2019 30

200 1,150 230 0.02
14,600 2,371 34,617 2.42
2,300 2,648 6,090 0.43
3,300 885 2,920 0.21
4,700 3,570 16,779 1.17
5,200 1,381 7,181 0.50
10,200 4,905 50,031 3.49
33,300 971 32,334 2.26
4,400 1,475 6,490 0.45
20,100 512 10,291 0.72
33,700 1,280 43,136 3.01
4,400 4,840 21,296 1.49
20,900 1,282 26,794 1.87
32,300 1,478 47,739 3.33
2,800 16,230 45,444 3.17
2,800 3,450 9,660 0.68
17,500 1,484 25,970 1.81
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2019 30

2019 30

15,100 2,667 40,272 2.81
10,900 1,725 18,803 1.31
1,200 17,680 21,216 1.48
800 40,170 32,136 2.25
2,000 2,325 4,650 0.33
2,100 7,027 14,757 1.03
9,100 5,510 50,141 3.50
22,400 960 21,504 1.50
7,900 1,915 15,129 1.06
39,600 534 21,162 1.48
36,100 1,017 36,714 2.56
4,400 2,613 11,495 0.80
14,000 1,844 25,816 1.80
240 55,800 13,392 0.94
100 1,585 159 0.01
7,300 4,670 34,091 2.38
12,300 2,028 24,944 1.74
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2019 30
2019 30
1,800 15,120 27,216 1.90
500 39,490 19,745 1.38
11,900 1,796 21,372 1.49
5,900 3,155 18,615 1.30
790,596,158 860,331 60.08
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2019 30

2019 30

10,600 1,149 12,179 0.85
27,600 188 5,189 0.36
10,600 1,048 11,109 0.78
1,600 5,020 8,032 0.56
1,600 1,178 1,885 0.13
5,400 2,393 12,922 0.90
3,400 2,640 8,976 0.63
1,600 2,248 3,597 0.25
4,800 876 4,205 0.29
6,000 2,858 17,148 1.20
1,400 3,650 5,110 0.36
2,800 3,660 10,248 0.72
4,900 1,403 6,875 0.48
5,500 1,302 7,161 0.50
3,400 1,695 5,763 0.40
10,800 561 6,058 0.42
20,300 747 15,164 1.06
59,900 289 17,311 1.21
51,200 395 20,224 1.41
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2019 30

2019 30

8,000 380 3,040 0.21
1,000 4,035 4,035 0.28
1,800 2,908 5,234 0.37
2,600 2,046 5,320 0.37
8,000 3,660 29,280 2.04
3,600 4,691 16,887 1.18
9,500 2,994 28,443 1.99
12,100 716 8,664 0.61
1,900 4,255 8,085 0.56
4,300 2,043 8,785 0.61
8,700 2,156 18,757 1.31
12,200 265 3,233 0.23
3,100 4,125 12,788 0.89
4,900 3,065 15,018 1.05
4,900 1,236 6,056 0.42
10,600 499 5,289 0.37
5,500 1,502 8,261 0.58
4,000 1,051 4,204 0.29
14,800 945 13,986 0.98
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2019 30
2019 30

6,900 331 2,284 0.16
4,400 5,170 22,748 1.59
6,200 239 1,482 0.10
5,700 201 1,146 0.08
1,700 748 1,272 0.09
30,800 705 21,714 1.52
3,500 1,891 6,618 0.46
5,100 250 1,275 0.09
500 1,466 733 0.05
511,662,810 443,793 30.99
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S0L JAPAM FUND

COMEBOLIDATED BALAMNCE SHEET

June 30, 7019
2019 2018
JPY m JPY
Motes Thousands Thousands
ASSETS
CURRENT ASSETS
Cash and cash equivalems 128,315 152,000
Investment in equity securities, at faur value 5 860,331 901,698
Investrment in derivative contracts 4] - 40M)
Dhvidends recervable 4,300 2,515
Amaounts due from a broker 901,079 540446
TOTAL CURRENT ASSETS 1894, 025 1,987,059
TOTAL ASSETS 1,854,025 1 987,050
LIABILITIES
CURRENT LIABILITIES
Securities sold, but not yet purchased,
at fair value 5 443,793 368,800
Dhvidends payable 1,261 389
Redemption payable 3,029 -
Amounts due to Manager 110 5421 3, 5000
Performance fee payable 14 950 51,507
Agerued expenses and other habibhties T.555 8,260
TOTAL CURRENT LIABILITIES 62,008 435,465
TOTAL LIABILITIES 462 005 435465
UNITHOLDERS EQUITY
Capital 3 754,869 819977
Retained earnings 677,147 731617
TOTAL CAPITAL 1432016 1,551,594
TOTAL UNITHOLDERS' EQUITY 1,432,016 1,551,594
TOTAL LIABILITIES and UNITHOLDERS"
EQUITY 1,854 025 1,987,059
Mumber of units 1ssued 3 75,487 81,998
et assel value per umit 7 15,970 18,922

The accompanying notes are an integral part of these consolidated financial statements.
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S0L JAPAM FUND
COMBOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARMIMNGS

Year ended June 30, 2019

e 2018
IPY in IPY in
Mote Thousands Thousands
OPERATING REVENUE
Dividends 18,729 21,345
Met realised gains and changes in net
unrealised appreciation on mvestments 50,174 348491
TOTAL QPERATING REVENUE 68,903 365,836
OPERATING EXPENSES
Management fees 10 21,915 25,571
Adrministration fees 10 5430 5,390
Trustee fees 10 1,329 1,320
Ansdit fees 4333 4,655
Dhvidend expenses 6,257 6,231
Stock loan fees 14 14,365 15 05
Performance fee expense 10 Qa0 38933
Dividend withholding tax 2 868 3269
Mascellaneous expenses 10,034 9,081
TOTAL OPERATING EXPENSES 67671 130,159
OFPERATING NET PROFIT 1,232 235677
ORDINARY PROFIT 1,232 235677
NET INCOME 1,232 235677
Equalisation on cancellation of units®
Drecrease{increase) 2,370 (37,1013
Ketained carnings at the beginning of the year 731,617 T0.642
Inerease in retained earnings / Equalisation on issue
of units** 1.18% 403
Decrense in relained carnings /| Equalisation on
cancellation of units*=* (559 2600 {172,004
Retained earnings at the end of the vear 677147 731617

* et income squalisation srangements applicable 1o redemplion of s
*8  Fxcess of the issue price sgainst (e initial issiwe price of JPY 10,000
8% um of the excess of the redemyaion pece agaisst the initial isoe price of JPY 10,000 @ net income eqmlisation

The accompanving notes are an integral part of these conselidated financial statements
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S0L JAPAN FUNDY

MOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 3019

(1) Ceneral

S0L Japan Fund (the “Trust™) is a umt trust constituied by a trust deed dated May 200 1999 made between
SPARX Overseas Ltd. as Manager and HSBC Trustee (Cayman) Limited as Trustee. The Trust Deed 15
governed by the laws of the Cayman Islands. The Trust is registered under the Cayman Islands hMutual Funds
Law. The Trust commenced operations on May 24, 1999, and has a stated duration of 150 vears from the
date of the Trust Deed. In addition, the Manager may terminate the Trust if at any time on or after June 30,
2000, the net asset value of the Trust falls below JPY 200,000,000, Pussuant 1o the Flacing Memorandum
dated March 13, 2015, the Manager and the Trustee have agreed 10 extend the life of the Trust for an
adchinional 10 vear perod

The Manager of the Trust has incorporated an intemational business company in the British Virgin Islands,
S0L Japan Limited, which is wholly-owned by the Trustee on behalf’ of the Trust on October 26, 19938 and
18 used to hold irvestment securities and engage 1 derivative transactions for the Trust

SOL Japan Fund and s subsidiary, SOL Japan Limited, are heranafter collectively referred 1o as the “Fund”
The investment ohjectives of the Fund are not only to preserve capital, but also to prenide unithelders with
capital appreciation. The Manager secks to achieve the mvestment objectives of the Fund, pnncipally by
identifying and acquiring undervalued Japanese eguitics or dertvative instruments and by selling short
overvalued, unattractive Japanese equities. These long and short positions may be totally unrelated and

uncorrelated because the ivestment approach is not intended to be an arbitrage strategy

The Investrmen Advises for the Fuad s SPARX Asset Management Co,, Ltd, and the Prime Brokes 15
Goldman Sachs International

The accounting principles used o the preparation of consohdated Mnancal statements have been the
aceounting principles generally accepted in Japan smee the inancial vear ended Jume 30, 2007,

&
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SOL JAPAN FUND
NOTES TO CONBOLIDATED FINANCIAL STATEMENTS
June 30, 2019

{2y Significant Accounting Policies

2.1 Accounting principles The consolidated financial statements are prepared in accordance
with the accounting principles generally accepted m Japan (the
“Japan GAMAP™)

The notes to the consolidated financial statements nclude
information which i= not required under Japan GAAP but is
presented  herein  as  additional  imformation.  Certain
reclassifications have been made to presemt the accompanying
consaelidated financial statements in a format which is familiar o
readers catside Japan.

1.I Consalidated ramge Mumber of consolidated subsidiary: 1
Mame of the consolidated subsidiary: SOL Japan Limited
2.3 Principle of The consolidated financial statements include the financial
consalidation statements of the Trust and its subsidiary. All significant
intercompany accounts and transactions have been eliminated on
consalidation
2.4 The valuation basis and Investment in securibies, at fair value and secunties sold, but ot
the valuation method of wvet purchased, at fair value
securities

Equaty securities (including secunities sold, bul not vet purchased)
are messured al farr value on an average cost method. Listed
securties are valued at therr last traded prices on the valuation date
where the stock exchamge in question closes onfor before the
valuation point on the relevant valuation date, or, if such stock
exchange closes afier the valuation point on the relevant valwation
date, by reference to the last raded price as at close of business on
the stock exchanmge immediately prior to the relevant valwation
date. If mo such last traded price 15 available, the secunties are
valued at midway between the latest available market dealing
offered price and the latest available market dealing bid price on
the principal stock exchange for such investments,

For the secunties where the bid and offer prices or price quotations
are not readily available, ther values are determined by the
Manager.

During the year, there have been no securities held by the Fund
where the price quotations were not readily available.

2.5 The valuation basis and
the evaluation method The Fund records its dervative activities on a mark-to-market
of derivatives basis. Market values are determined by using quoted market

prices.
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SOL JAPAN FUND
NOTES TO CONBOLIDATED FINANCIAL STATEMENTS
June 30, 2019

{21 Significant Accounting Policies {continued )

Fulures contracts
Fulures contracts are valued at the settlememl price as of the
valuation day quoted at principal stock exchanges.

2.6 The recognition of Realised gains and losses resulting from the sale of investments are

trading gains and losses accounted for on a trade-date basis, calculated on an average cost
method basis, and are reflected in the consolidated statement of
operations and retained earmings. Unrealised appreciation or
depreciation of investments in securities are included i the net
assed valee a1 the consolidated balance sheet date and changes in
unrealised appreciation or depreciation of Investments in securitics
are included in the consolidated statement of operations and
retained earnings.

2.7 Cash and cash Cash and cash equivalents mclude amounts due from banks and
equivalents interest beanng deposits with original maturities of three months

or less, Cash at bank is camied at cost,
2.8 Dividend imconmie and Dividend income and expenses are recorded on the ex-dividend
CXPENsCs date. Divedend income 15 presented gross of anv non-recoverable

withholding taxes, which are disclosed separately m  the
consolidated staternent of operations and retained earnings.

2.9 Forcign currency Transactions in foreign currencies other than the functional
translation currency are recorded at the exchange rate ruling at the date of
transaction. Monetary assets and  liabilities  denominated in
foreign currencies are retranslated at the functional currency
rate of exchange ruling at the end of the reporting period

(3 Capital Transactions

As at June 30, 20019 As at June 30, 2013
1. Dutstanding Units Number of Units Number of Units
Beginnming of vear #1598 108,400
Subscriptions 131 60
Redemptions {5,642 {26,620
End of vear 75,487 81,5098
2. Capital® JEY in Thousands JEY in Thousands
Beginning of vear 819,977 1,084,001
Subseriptions 1,313 597
Redemptions (66,421) (264,621
End of year T34, 869 B19.577
*Dhecrned as JPY 10,000 per unit (initial offer price)
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S0L JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2019

{4) Disiributions
Mo distnbution was pard or payable duning the vear ended June 30, 2009 (2008: Nil).
The policy of the Fund 1s to accumulate mcome. It 1s not proposed to make any distribution of incormne under
normal circumstances. Accordingly, any income (whether in the form of dividend, interest or otherwise)
received by the Fund will be accumulated and reflected in the net asset value of the Fund.

(%) Financial instruments

1. Quualitative information about financial instruments

Drescription

I} Policies and objectives for using The Fund 15 & Cayman Islands wnit trust registered as a
financial instrurmients regulated mutual fund. The investment ohjectives are set owt
in the Placing Memorandum and the Trust Deed.

) Types and risks of finanzial 1. Twpes of financial instruments

Instruments The types of financial instruments which were invested in
the Fund during the year ended June 30, 2019 were as
Tollows:

* Becuritics

The list of the secunties held as at June 30, 2019 iz shown
im the “Unaudited Schedule of Invesiments™,

» Dernvative instruments

Derivatives instruments are utilised to implement the
Fund's investment strategies. The denvatives held as at
June 30, 2019 15 shown m the “Unaudited Schedule of

Investments".
* Cash and cash equnvalents
ii. Risks of financial instruments
The Fund’s activity exposes it 1o the following risks,
A) Market Risk
- Price Risk
- Interest Rate Risk
« Foreign Currency Risk
B) Liguidity Risk
) Credit Risk

1y Risk management systems The Investment Advisor seeks to mitigate the risks in the
Fund in 115 daly risk managemem process. The nsk
management team of the Investment Advisor 1s in charge of
meanitoring risk.
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(%) Financial instruments {oontinued )
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ATATEMENTS

5. 1L Qualitative information about financial instruments (continued)

Deseription

1%} Supplemental remarks for the
valuation of financial
instruments

The assets of the Fund are valued based on the value of the
mvestments quoted on any market IF there are no price
quotations available for an imvestment valuation, it s
calculated based on the price reasonably assessed. In this
case, if another method of valuation is used, the price may
be dafferent. Contract price of derivatives ransactions is not
an indication of the market risk exposure of the derivative
transactions a5 disclosed in Note 6 Derivatives
Transactions.

5.2, Morket values of the linncial instr

umenis

Drescription

I} Amsount on the balance sheet,
market values and the

As a principle, all financial instruments that are held by the
Fund are valued at therr market prices, and there are no

differences differences  between the amount on the comschdated
balance sheet and the markel values.
T}y The vabsation method I Secunties

The valuatton method of securities 15 described I “(2)
Sigmificant Accounting Policies 2.4, The valuation basis
and the valuation method of securities™,

1. Derivative instruments
The wvaluation method of dervative instruments s
described in “(2) Significant Accounting Policies 2.5
The wvaluation basis and the evaluation method of
derivatives™,

. Other financial instrumsnts
Other financial instruments are valued at their book
prices.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2019

(%) Financial instruments {oontinued )

5. 3 Note to the Investment in Securities
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Fair value Unrealised gain
as at June 30, 2019 as at June 30, 20019
Deseription (IPY in Thousands) (JPY in Thousands)
Common stocks B60,331 69,734
Total B0, 331 69,734
Securities sold, but not vet purchased
= Commen stocks {443, 793) 67,869
Totul (443, T93) 67,8569
Fair value Unrealised gain
as at June 30, 2018 as at June 30, 2018
Deescription (IPY in T housands) LIPY in Thousands)
Commeon stocks 091 698 168,146
Total 901 698 168,146
Securities sold, but not vet purchased
= Commaon stocks {368, 800) 19,302
Total (305, 500y 19,302

(6}  Investment in Derivatives Contracts

In the normal course of business, the Fund enters into transactions imvolving derivative financial instruments
in connection with its investing activities. The Fund does not hold any derivative contracts as at June 340,
2019, Typacally, dervative contracts serve as components of the Fund's investment strategies and are
utilised primanly 1o structure investments to enhance performance of the Fund.

The derivative eontracts afe subject to various risks similar to non-demvative mastruments, including market,
credit and liquadaty risks. The Fund manages these risks on an aggregate basis along with the risks associated
with 15 investing activilies as part of its overall risk management policies, and as such does net distinguish
denvative profit or loss from any other category of investments for income presentatlion purposes
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S0L JAPAM FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2019

(61 Invesiment in Derivatives Contracts (continued)

The fair value information of open future contracts, as at June 30, 2019 and 2018

There were no open future contracts as at June 30, 2019 and the following 1s the open future confract as at
June 30, 2018,

Settlement price Unrealised gain
Contract price as al June 30, 2018 as at June 30, 2018
Deseription (JPY in Thousands) | JPY in Thousands) (JPY in Thousands)
Mikker 225 Index Future
Sep 18 09/ 13/2018 = M} 400
Total - 400 400
{Motes)

1.

-

3

Valuation of index future

Index future is valued at the settlemnent price as of the valuation day given by principal stock exchanges
The balance of index future is disclosed with the contract price equivalent io the setilemem price at
maturity.

Each amount or value does not include broker toes.

4. Each amount or value in the total column is accumulated amount or value of securities held as at

5

Yyear-end
There is no contract whose remaining term is more than one year,

(T3 Per Unit Information

As al June 30, 2019 Az at June 30, 2018
Met Asset Value Per Unit JPY 18,970 JPY 18,922
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S0L JAPAN FUND

WOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2019

(%) Financial Instrumenis with O1T-Balance Sheet Risk or Concentration of Credit Risk

Amounts due from and due to a broker include balances with the Fund's Prime Broker of the amounts
receivable or pavable for securities transactions that had not settled at the consolidated balance sheet date.
Securities transactions of the Fund are usually cleared by Goldman Sachs International, pursuant to a prime
brokerage agrecment under which substantially all of its assets are held by this broker as security for the
Fund’s stock-borrowing and financing arrangements,

As at June 30, 2019, the amoumts due from broker amounted to JPY458 115,120 (2018: JPY373918 263)
wis restricted until the short positions were closed outl, The remaining balance of JPY 442 964 574 (2018:
TPY466,527,882), which comprised of amounts due from Prime Broker amounting to JPY482,062,932
(2018 JPY4T1 4005000 net of amounts due to Prime Broker amounting to JPY39,098,358 (2018:
JPY4872,618), was not restricted as to withdrawal or usage At June 30, 2019 and 2018, all of the
investments in securitics were held and pledged to secure the positions in securities sold, but not vet
purchased at the Prime Broker

Securities sold, but not vet purchased (a “shon sale™) are recorded as liabilities on the consolidated balance
sheet. A short sale represents obligations of the Fund to purchase the secunty in the market at prevailing
prices to the extent that the Fund does not already have the securities in possession. Accordingly, these
transactions result in off-balance sheet risk as the Fund’s satisfaction of the obligations may exceed the
amount recognised in the consolidated balance sheet.

At June 30, 2012 and 2018 the Fund had all sts individual counterparty credit risk wath itz Prime Broker in
the United Kingdom. In addition, all cash and eash equivalents were held with The Hongkong and Shangha
Banking Corporation Lid . However, the Fund's direct exposure to credit risk s mitigated as the Fund deals
with reputable global banks and brokerages with excellent eredit ratings: Goldman Sachs International - Al
(2008 A3) and The Hongkong and Shanghas Banking Corporation Lid — Aa2 (20018 Aa3), (source:
Moody's).

(% Related Party Transactions

The Fund is managed by SPARX Overseas Ltd, a company incorporated in Berrmuda. SPARNX Overseas
Lad, is responsible, subject to the policies and controls of the Trustee, for the investment of the Fund’s assets.
The Mamager has appointed SPARN Asset Management Co., Ltd 1o aet as Investiment Advisor, Details of
the fees, to which SPARX Crverseas Lid, as Manager and HSBC Trustee (Cayman) Limited as Trustee and
Admanistrator are entitled, are provided in Note 10 1o the consolidated Dinancal statements.
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S0L JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Tune 30, 3019

(10} Fees

Administration fees

HSBC Trustee {Cayman) Limited, 15 entitled to receive an anmual admimistration fee of 0.1% per annum of
the Fund’s gross asset value, subject to a minimum monthly fee of USS4,000, acerued on each valeation day
and payable monthly in arrears.

During the yvear ended Jung 30, 2019, the admiristration fee amounted to JPYS5429848 (2018
JEYS 380 972) of which JPY 397 485 (2018: JPY910,433) was payable at June 30, 2019,

Management fees

The hianager is entitled to receive a fee &t an annual rate of 1.5% of the net asset value of the Fund accrued
on and calculated as at each relevant valuation day and payable quarterly in arrears. The Manager 15
responsible for the payment of the investiment advisory fees (o the Investment Advisor, SPARX Assel
Management Co., Lid, out of its fees received from the Fund

During the vear ended June 30, 2009, the management fee amounted to JPY21.915136 (2018:
JEYZS.571,201 ) of which JPYS 420,841 (2018: JPY6,300,1 500 was payable at June 30, 2019

Performance foes

The Manager i= also entitled to a performance fee payable annually in arrears on or as soon as practical after
the last valuation dav in each financial vear. The fee shall be equal to 20% of the increase duning the course
of a financial vear in the realisation price per unit as at the last valuation day in each financial vear
(disregarding any accrual for the perfermance fee and before any rounding adjustment) over the highest
realisation price per unit (afler any performance fee but before any rounding adjustment) attained as at the
last valustion day in any previous Ninancial vear in respect of which a performance fee shall have been paid,
of, for the first financial year, the increase over the mitial offer price of JPY 10,000 multiplied by the number
of units in 1s5ue as at the last valuation dav in the relevant financial vear.

Am accrual in respect of the performance fee shall be made in calculating the net asset value per unit on each
valuation day. In the event that units are redeemed, the performance fee accrued in respect of such units
shall immediately become pavable to the Manager out of the Fund.

Durinig the vear ended June 30, 2019, the performance fee amounted 1o JPY9E0, 206 (2018 JPY58,032,031)
of which JPY 949,910 (2018: JPY51,506,792) was pavable at June 30, 2019,

Trustee fecs.

HSBC Trustee (Cayman) Limited 1= entitled to receive an annual safekeeping and services fee of US55, 000
plus 0.05% per annum of the gross value of the assets held with Goldman Sachs International plus 0. 1% per
annum of the gross value of the assets held by HSBC Institutional Trust Services (Asia) Limited, the trustee’s
apent, acerued on each valuation day and pavable monthly in amrears, subject to a minimum monthly fee of
LIRS, 000,

During the year ended June 30, 2019, the trustes fee amounted 1o JPY1,320.471 (2018: TPY1,220.119) of
whach JPY 100,427 (2018: JPY227.663) was pavable at June 30, 2019, respectively.

HSBC Trustee (Cavman) Limated 15 also entitled to receive a transaction handling fee for each transaction
executed by the Fund.

65/118



EDINETOOOO
0000000 DO000O00O0oOdnEL4915)
Ooooooooooooooooooad

30L JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Tune 30, 3019

{10 Fees {oontinued)
Stock loan lees
Goldman Sachs International 1s entitled to recerve a stock loan fee for lending of securities pursuant to any
short sale which it makes for the account of the Trust. The stock loan fee represents fees paid to the Prime
Broker for stocks borrowed from the Prime Broker. The stock loan fee incurred for 2019 was JPY 14,364,535
(201 8: JPY 15,709,401, There was no stock loan fee payable as at June 30, 2019 and 2018,

(11} Subscquent Events

Subsequent to June 30, 2019 and up to 12 Movember 2019, the Fund recorded redemptions totaling to
JPY 2,953,226 while no subscniptions were recorded.
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Z0L JAPAN FUND
UNAUDITED 3CHEDULE OF INVESTMENTS
Jume 30, 20019

Investment iin equily securities (as at June 30, 2019)
Commaon stock

Japan
Fair Value 3
Per Unit Amoumt Yo of
Description Holdimgs hl MNet
(IPY (j]”l- in Assels
) Thousands)

Advertising Services
Feedforee Inc 200 1,150 230 002
Applications Software
Computer Engineering & Consulting Lid 14,600 2,371 H.617 242
Automotive/Truck Parts & Equipment - Original
Stanley Electric Co Lid 2300 2,648 6,090 0,43
Building - Muintenanee & Serviee
Japan Living Warranty Inc 3.300 883 2,920 021
Chemicals - Diversified
DES Co Lid 4,700 3570 16,779 117
RMC Laboratories Co Lid 5.200 1.331 7181 050
Commercial Services
THP Corp 18,200 4905 50,031 349
Computer Data Security
Saliton Svstems KK 33,300 a7 32334 2326
Computer Sofltware
TerraSky Co Lid 4,400 1,475 6490 | 045
Diversilied Banking Inst
Mitsubishi UF] Financial Group Ine 20,100 312 10,291 0.72
E-CommerceProducts
Rakuten Ine 33,700 1,280 43136 3
Electronic Components — Miscellaneous
Miurata Manufacturing Co Ltd 4400 4,840 21.296 149
Electronic Components - Semiconductors
Sumeo Corp 200900 1.282 26,794 187
Engincering/R&D Services
1GE Corp 32300 1,478 47,739 333
Enterprise Software / Services
Ricksoft Co Lid 2,800 16,230 45444 317
Entertainment Sofltware
Sguare Enix Holdings Co Ltd 2,800 3450 9,660 0.68
Human Resources
Misse Corp 17,500 1,484 25,970 1.81
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Z0L JAPAN FUND
UNAUDITED 3CHEDULE OF INVESTMENTS
Jume 30, 20019

Investment in equily securities (as at June 30, 2019) (continued)
Commaon stock (contineed)

Japan
Fair Value )
Per Uit Amaount foof
Dxsseription Holdings - a MNet
(IPY) (JEY in Assets
Thousands)

Internet Financial Services

SBI Holdings Ine 15,100 2,667 40,272 181
Machine Tools & Related Products

MG Mosi Co Lid 10,900 1,725 18,803 1.31
Machinery - Electrical

Dhisco Corp 1,200 17,680 M.216

SMC Comp/Japan Sk 40170 32036 225
Medical - Quipaticnt/Home Medical Care

Japan Hospice Holdings Inc 20040 2,325 4,650 0.33
Medical Instruments

Sysmes Corp 2,100 T.027 14,757 1.03
Medical Labs & Testing Services

PeptiDream Ine O, 100 5,510 50,141 3.50
Mleial Processors & Fabricators

NEK Lad 22 4040 o0 21,504 1.50
Motorcyele™lotor Scooter Manufacture

Yamaha Maotor Co Lid 7,500 1,591 15,129 1.06
il Refining & Markeling

JX TG Holdings Inc 39,600 534 21,162 1.48
Real Estate Management! Services

Sun Frontier Fudousan Co Lid 36,100 1,017 36,714 256
Real Estate Operating’ Development

Wditsui Fudosan Co Lid 4,400 2613 11,495 0,80
Unizo Holdings Co Lid 14, 000 154 25,814 1.80
REITS - Apartments

Invincible Investment Corp REIT 240 55,800 13,392 0.4
Retail - Restauranis

Asakuma Co Lid 103 1,585 159 0.01
Gt Ime T3040 4,670 34,091 238
Kushikatsu Tanaka Holdings Co 12,3060 2,028 24,944 1.74
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Z0L JAPAN FUND
UNAUDITED 3CHEDULE OF INVESTMENTS
Jume 30, 20019

Investment in equily securities (as at June 30, 2019) (continued)
Commaon stock (contineed)

Japan
Fair Value )
Per Uniut Amount “oof
Description Holdings MNet
(IPY) (JEY in Assets
- Thousands)
Semiconductor Equipment
Tokyo Electron Lid 1,800 15,120 27,214 1.90
Tovs
Mintenda Co Lid S0 30,490 19,745 1.38
Transportation - Rail
Seibu Holdings Ine 11,504 1.796 2372 14
Wire & Cable Products
| Furukawa Elestric Co Lid 5,900 3,133 18.613 1.30
Total investments in cquity securitics
{cost JPY T 506, 1 58) B, 331 G0, 08
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E0L JAPAN FUND
UNAUDITED 3CHEDULE OF INVESTMENTS

Jume 30, 20019

Total securities sold, but not yel purchased (as al June 340, 2001%)

Common stock
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Japan
Fair Value .
Per L A ool
Drescription Holdings er Ll : m:!-lu.nl. Met
(TP (JEY in Assels
ol Thousands)
Applianoes
Zajirushi Comp 143,608 1,149 12,179 .85
Applications Soltware
Aplix Comp 27,600 188 5,189 0,36
Automotive - Cars & Lt Trucks
Missan Shatai Co Lid 10,600 104 11,105 0.7%
Beverages - Non-Alecholic
ITO EN Lid 1 600 5,020 8032 .56
Building & Construction Producls = Miscellaneous
Sankvo Tatevama Inc 1,600 1,178 1,885 013
Collectibles
Sanrio Co Lid 5400 2,393 12,522 0,90
Commercial Banks Non-US
Aomori Bank Ltd 3,400 2,640 8976 | 0.63
Computer Aided Design
Aisan Technology Co Lid 1,600 1,248 3,597 0.25
E-Commerce/Products
Locondo Inc 4,800 276 4,205 029
Mercan Inc 6,000 2858 17,148 1.200
E-Commerce/Services
Adventure Inc 1 400 3,630 5110 0,36
Gatechnologies Co Lid/ Japan 2800 3,660 100,248 072
Kamakura Shinsho Lid &, 0000 1,403 [ A 0,48
Velira {“'-::-rp 5,500 1,302 T.1641 0,50
Educntional Soltware
Sprix Led 3,400 1,695 5,763 0.40
E-AMarketing/Tnformation
Fig W Communications Inc 10,800 361 6,058 .42
Istyle Inc 20,300 47 15,164 L6
EnginceringR& D Services
Chivoda Corp 54, 900 289 17.311 1.21
Environmental Consulting & Enginecring
Hitachi Zosen Corp 51,200 395 20,224 1.41
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E0L JAPAN FUND
UNAUDITED 3CHEDULE OF INVESTMENTS
Jume 30, 20019

Total securities sold, but not yet purchased (as al June 30, 200%) (continued)
Commaon stock (contineed)

Japan
Fair Value .
Descrl Per Unit Amount D:_,tm
SCrIpLion Holdings . OPY n ,\..‘_*:..f_
( ) Thousands) T
Finance - Investiment Banker/ Broker
Monex Group Inc &,000 380 3,040 0.21
Finance - Other Services
T Co Litd 1,000 4,035 4,035 0,28
Food - Miscellaneous Thiversified
CALBEE Inc 1,800 2,208 5,234 037
Huotels & Motels
ABHotel Co Lid 2,600 2,046 33201 037
Industrial Automation/Roboties
Yaskawa Electric Corp &.000 3,660 20RO 204
Machinery - Generul Industrial
Mitsubishi Heavy Industries Lid 3,600 4,691 16,887 1.18
Mablesco Corp Q500 2,904 283 .99
Medica] - Biomedicnl/'Gene
AnGes Ine 12,1040 TG 8664 061
Medicul - Drugs
Hisamitsu Pharmaceutical Co Inc 1,540 4,255 8,085 .56
Sumitomo Daimppon Pharma Co Lid 4,300 2,043 8,785 .61
Zena Pharmaceutical Co Lid 8700 2,156 18,757 1.31
Medical Labs & Testing Services
BrightPath Biotherapeutics Co Lid 12,200 265 3,233 0.23
Multi-Media
UL Ine 3. 100 4125 12, 78R 11 5%
MNon-Ferrous Metals
Mitsubishi Matenals Corp 4,900 3,065 15,018 1.05
Real Estate Ma uagmnt-nt.f Services
Ambition Corp 4,900 1,236 6,056 042
Cosmos Initia Co Lid 10,600 492 3,289 0.37
Good Com Asset Co Lid 3,500 1,502 8,261 .58
Prapeny :"ﬁnh‘ﬂ I 000 1,051 4,204 029
Research & Develapment
Euglena Co Lid 14,800 Q45 13,986 0,98
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S0OL JAPAMN FUND
UMNALDITED SCHELDULE OF INVESTMENTS
June 30, 2019

Total securitics sold, but net vel purchased (s st June 340, 2009 (continwed)
Common stock (continued )

Japan
Fair Value T
. Per Unat Amount ool
Drescription Holdings v OPY in ‘?:::L%
! L
(PY) Thousands)
Retail - ApparcliShoe
Jeans Mate Corp 6,900 331 2,284 016
Retail - Convenlence Stores
Lawson Ine 4400 5170 22,748 1.59
Retail - Home Furnishings
Otsuka Kﬂh"“ Lid G, 200 230 1. 482 0,10
Retail - Miscel laneous/Thiversi fied
HAPINS Co Lid 5T 201 1,146 0,08
WonderCom 1,700 T48 1,272 009
Steel - Producers
Eobe Steel Ltd 30,800 TS 21,714 1.52
Textile = Apparel
Dieseente Lid 3,500 1,591 G618 046
Therapeutics
Tella Inc 5,100 250 1,275 009
Travel Services
Hanatour Japan Co Ltd 300 1,466 733 0.05
Total securities sold, but not vet purchased 443,793 3099
{proceeds JPY511.662,810)
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2019 27 )

1,864,594,522

444,738,839

1,419,855,683

73,806

19,238
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1,562,000
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2019 31 2018 31
2019 2018
7,945,841 865,143 7,620,054 829,671
704,661 76,723 1,208,572 131,589
192,592 20,969
425,614 46,341 793,822 86,431
6,615 720 6,300 686
42,160 4,590
9,082,731 988,928 9,863,500 1,073,938
4 633,624 68,989 1,273,724 138,683
460,122 50,098 473,307 51,534
1,093,746 119,087 1,747,031 190,217
5 1,562,000 170,071 1,562,000 170,071
6,426,985 699,770 6,554,469 713,651
7,988,985 869,841 8,116,469 883,721
9,082,731 988,928 9,863,500 1,073,938
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2019 31 2018 31
2019 2018

3,385,005 368,559 5,915,201 644,047

1,046,589 113,953 14,711,345 1,601,771

2,178,754 237,223 2,993,237 325,904

4,065 443 1,863 203

371,400 40,438

6,614,413 720,177 23,993,046 2,612,363

4A,D 2,689,595 292,843 5,052,042 550,066

4B 2,189,531 238,396 1,699,768 185,071

4c 942,136 102,580 13,231,303 1,440,624

4E 36,030 3,923 36,160 3,937

4F 38,293 4,169 21,401 2,330

46 345,650 37,634 646,811 70,425

58,310 6,349 63,936 6,961

4H 66,142 7,202 80,838 8,802
376,210 40,962

6,741,897 734,058 20,832,259 2,268,216

(127,484) (13,880) 3,160,787 344,146

(127,484) (13,880) 3,160,787 344,146
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2019 31 2018 31
1,562,000 170,071 3,393,682 369,504 4,955,682 539,575
3,160,787 344,146 3,160,787 344,146
1,562,000 170,071 6,554,469 713,651 8,116,469 883,721
(127,484) (13,880)  (127,484) (13,880)
1,562,000 170,071 6,426,985 699,770 7,988,985 869,841
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2019 31 2018 31

2019 2018
(127,484) (13,880) 3,160,787 344,146
503,911 54,866 238,296 25,946
192,592 20,969 (191,817) (20, 885)
368,208 40,090 (221,373) (24,103)
(315) (34) 5,000 544
42,160 4,590 (42,160) (4,590)
(640, 100) (69,694)  (4,319,857) (470,346)
(13,185) (1,436) 210,637 22,934
325,787 35,472 (1,160, 487) (126,354)
325,787 35,472 (1,160, 487) (126,354)
7,620,054 829,671 8,780,541 956,025
7,945,841 865,143 7,620,054 829,671
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@
2016 11 2016-18 230
230
2018 12 15
2018 2018-13
2018-13 820 820
2018-13

2018-13 2019 12 15

2018-13
2019 2018
(A, D) (2,689,595) (5,052,042)
® (123,497) (135,180)
©) (938,691) (13,227,408)
6 (36,030) (36,160)
® (38,293) (21,401)
©) (306,140) (307,360)
(A,B,C,D,E,F,G,H) (633,624) (1,273,724)
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2019
31 2,462,643 2018 3,948,090 506,858
2018 928,562
2019 31 123,497 2018 135,180 24,471
2018 36,534
2019
31 938,691 2018 13,227,408
2018 170,698
2008
2019
31 226,952 2018 1,103,952 53,258
2018 87,025
2008
2019 31 36,030
2018 36,160 9,009 2018 9,412
2015
2019 31
38,293 2018 21,401 9,168 2018 8,811
2010 12
2019 31 306,140 2018 307,360 25,477
2018 25,487
2019 31
5,383 2018 6,947 2018 248
2019 2018
1,562,000
2018 1,562,000 1,562,000 1,562,000
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2035 31

740 740
50
50

855-10 2019 26

2019 24

2019 26
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SPARX Overseas Ltd.

Statement of Assets and Liabilities
As of March 31, 2019 and 2018

{expressed in U.5. dollars)
Maotes
Assals

Current assets

Cash and cash equivalents

Management fees receivable 3
Incentive fees receivable 3
Distribution fees receivable

Prepaid expenses

Other receivables

Tolal agsets

Liabilities

Current liabilities
Due to fellow subsidiaries 4
Accounts payable and accreed expenses

Total liabilities

Shareholder's equity

Share capital 5
Retained earnings

Total shareholder's equity

Total liabilities and shareholder's equity

Approved by the Board of Directors
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2019 M8

$ $
7,945,841 7,620,054
704,681 1,208,572

- 192 592

425,614 793,822
6615 6,300

- 42,160
8,082,731 9,863,500
633,624 1,273,724
450,122 473,307
1,093,746 1,747,031
1,562,000 1,562,000
5,426,985 6,554 468
7,958,585 8,116,468

9,082,731

9,863,500

Director

A L
il

The accompanying notes are an integral part of these financial statements.
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SPARX Overseas Ltd.
Statement of Operations

For the years ended March 31, 2019 and 2018
{expressed in U.S. dollars)

Motes 2019 2018
5 ]
Revenue
Management fees 3 3,355,005 5,915,201
Incentive fees 3 1,046,585 14,711,245
Distribution fees revenue 2,178,754 2,993 237
Other income 4 065 1,863
Gain on foreign exchange - 371,400
Total revenue 6,614,413 23,993,046
Expenses
Advisory fees 48,0 2,689 595 5,052,042
Distribution fees 48 2,189,531 1,699,768
Discretionary invesiment fees 4C 842,136 13,231,303
Delegated services 4E 38,030 35,160
Service fees 4F 38,293 21,401
Professional fees 4G 345,650 645 811
General and administrative expenses 58,310 63,936
Directors’ fees. 4H 55,142 80,838
Loss on foreign exchange 376,210 7
Total expenses 6,741,897 20,832,259
Net (loss)gain from operations { 127 A84) 3,160,787
Other comprehensive income = -
Total comprehensive income [ 127 484) 3,160,787

The accompanying notes are an integral part of these financial statements.
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SPARX Overseas Ltd.
Statement of Changes in Shareholder’s Equity
For the years ended March 31, 2019 and 2018

(expressed in US. dollars)

Attributable to the equity holder of the parent

Share Retained Total

capital eamnings shareholder's

(note 5) aquity

] 3 -3

At April 1, 2017 1,562,000 3393682 4,955,682

Net gain from operations - 3,160,787 3,160,787
At March 31, 2018 and

April 1, 2018 1,562,000 6,554 469 8,116,469

Met loss from operations - { 127 .484) { 127 484)

At March 31, 2019 1,562,000 6,426,985 7,888,985

The accompanying notes are an integral part of these financial statements.
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SPARX Overseas Ltd.
Statement of Cash Flows
For the years ended March 31, 2019 and 2018

{expressed in U.5. dollars)

Note

Cash flows from operating activities

Met {lossiigain from operations for the year

Changes in working capital:
Decrease in managament fees receivable
Decrease/(increase) in incentive fees receivable
Decreasaf(increase) in distribution fees receivable
(Increase)/decrease in prepaid expenses
Decreasal(increase) in other receivables
Decrease in due to fellow subsidiaries
(Decrease)fincrease in accounts payable

and accrued expenses

Met cash fromf{used in) operating activities

Met increasel|{decrease) in cash and cash
equivalents during the year

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

The accompanying notes are an integral part of these financial statements.
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2019 2018

$ $
127,484) 3,160,787
503,911 238,298
192592 { 191.817)
368208  ( 221373)
315) 5,000
42160  (  42,160)
840,100)  (4,319,857)
13,185) 210,637
325787  (1,160,487)
325787  (1,180,487)
7,620,054 8,780,541
7,620,054

7,945,841
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SPARX Overseas Ltd.

Notes to Financial Statements
For the years ended March 31, 2019 and 2018

{expressed in LS. dellars)

1. Organization

SPARX Overseas Lid, (the "Company”) was incorporated on Decamber B, 1996 under the laws of
Bermuda to provide management services and distribution services to various investment
companies.

The Company was a wholly-cwned subsidiary of SPARX International, Ltd. ("SIL"), a compary
registered in the U.K. on April 1, 2005, until September 3, 2009, when SIL's shareholding in the
Company was transferred to the ultimate halding company, SPARX Group Co., Ltd. ("SHC"), a
company registered in Japan.

2 Summoary of significant accounting policies

The Company's financial statements have been prepared in aceardance with accounting principles
generally accepted in the United States of America ("US GAAP") and are stated in United States
Dollars. The follewing is a summary of the significant accounting and reporting palicies used in
preparing the financial statements.

{a) Basis of preparation
These financial statements have been prepared under the historical cost convention, These
financial statements are presented in United States Dollars ("US$") or ("USD") and all values
ara rounded to the nearest dollar except when otherwise indicated.

(b) Cash and Cash equivalents
Cash and cash equivalents include petty cash, amounts due from banks on demand and
moeney market funds that have relatively low risks compared to other mutual funds and pay
dividends that reflective of short-term interest rate.

{c) Management, incentive and distribution fees
Management, incentive and distribution fees eamed from [nvestment companies are
recorded on an accrual basis, pursuant to management investment and distribution
agreements.

{d) Loan recelvables
Loan receivables are recorded at present value at issuance measured by the cash proceeds
exchanged. After initial measurement the Company periodically evaluates the loan
receivables for impairment, usually on a monthly basis, by measuring impairment based on
a loan's observable market price, or the fair value of the collateral and are recorded at fair
value subsequently. Any unrealized gains or losses will be reflected in the statement of
operations.

(e} Foreign currency translation

Assets and fabilities denominated in foreign currencies are translated into United States
dollars ("") at the rates of exchange prevailing at the end of the year. Foreign currency
income and expense amounts are translated at the rates of exchange prevailing at the time
of the transactions. Gains and losses arising on translation of foreign currency denominated
investments are recorded in accumulated other comprehensive income. Gains and losses
arising from translation of other assets and liabilities denominated in forelgn currencies are
recorded in the statement of operations.
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SPARX Overseas Ltd.

Motes to Financial Statements
For the years ended March 31, 2019 and 2018

(expressed in 5. dollars)

2

Summary of significant accounting policies {continued)

{f] Use of estimates
The preparation of financial statements in conformity with generally accepted accounting
principles in the United States of America requires management to make astimates and
assumpticns that affect the reported amounts of assets and liabilities and disclosure of
confingent assets and labilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

(g) Recently Issued Accounting Standards
In November 2016, the FASE issued ASU 2016-18 Statement of Cash Flows (Topic 230}
Reslricted Cash. The amendments in this update require that a statement of cash flows
explain the change during the period in the total of cash, cash equivalents, and amounis
generally described as restricted cash or restricted cash equivalents.

Therefore, amounts generally described as restricted cash and restricted cash equivalents
should be included with cash and cash equivalents when reconciling the beginning-of-pericd
and end-of-period total ameunts shown on the statement of cash flows, The amendments in
this update apply o all enflities that have restricted cash or restricted cash equivalents and
are required to present a statement of cash flows under Topic 230,

The amendments are effective for reporting periods beginning after December 15, 2018,
Management has not yet implemented the ASU in the financial statements, and expects the
implementation of the ASUs will not have any impact on the financial staterments disclosures.

In August 2018, the FASE issued ASU Mo. 2018-13, Disclosure Framework — Changes to
the Disclosure Requirements for Fair Value Measurement (ASU 2018-13), which amends
ASC 820, Fair Value Measurement and Disclosures (ASC 820). ASU 2018-13 modifies the
disclosure requirements for fair value measurements by removing, medifying, or adding
certain disclosures.

ASL 2018-13 is effective for all entities for fiscal years beginning after December 15, 2019,
including interim periods therein. Early adoption is permitted for any eliminated or modified
disclosures upen suance of this ASU 2018-13. Management has not yet implemented the
ASLU in the financial statements, and expects the implementation of the ASUs will not have
any impact on the financial statements disclosures.

Management and incentive fees
The Company provides management services o various affiliated investment companies. For its
services, the Company receives management fees and incentive fees based on contractual

agreements. The management fees are based on the net asset value of the funds under
management. Incentive fees are based on the performance of the funds under management.
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SPARX Overseas Ltd.
MNates to Financial Statements
For the years ended March 31, 2019 and 2018

{expressed in .S, dollars)

4.

Related party transactions

The Company had the following material transactions with related parties during year.

2019 2018
$ 5

Statement of operations items
Advisary fees charged by fellow subsidiaries (A, D) ( 2)880,505) [ 5052,042)
Cistribution fees charged by a fellow subsidiary (B) { 123.487) ( 135180)
Discretionary investment fees charged by a feilow subsidiary (C) ( 938,691)  (13,227,408)
Delegated services charged by a fellow subsidiary (E) { 36,0300 ( 38.180)
Service fees charged by a fellow subsidiary (F) (  38293) | 214071)
Professional fees charged by a fellow subsidiary (G) (3061400 { 307.380)

taterm and liabilities i

Due to feliow subsidiaries (A, B, C, D, E, F, G, H) {M 1,273,724)

A Advisory services are provided by SPARX Asset Management Co., Ltd. ("SAM"), an affiiated
company registered in Japan. The advisory fees charged are based on a percentage of the
revenue earned by the Company. For the year ended March 31, 2018, advisory fees of
52,462,643 (2018: $3,948,080) were eamed by SAM of which $508,858 (2018: $928 562) was
payable at the year end.

B. Distribution services are provided by SAM, These fees are based on a percentage of monthly
net assat value of investee funds. For the year ended March 31, 2019, distribution fees of
$123.497 (2018: §135,180) were incurred, of which 524,471 (2018: §35,534) was payable at
tha year end.

C. Discretionary investment fees have included incentive fees which are based on a percentage
of the revenue eamed by the Company and were paid to SAM. For the year ended March 31,
2019, fee of $938691 (2018: $13,227.408) were incurred for SAM, of which nil {2018:
$170,698) were payable to SAM at the year end.

D. In 2008, SOL entered into an advisory fee agreement with SPARX Asset Management Korea
Co., Ltd. ("SAMK"). The advisory fees are charged based on a percentage of revenue earned
by the Company. For the year ended March 31, 2019, advisory fees of $226,952 (2018
$1.103,952) were eamed by SAMK, of which $53,258 (2018: $87,025) was payable at the year
end.

E. From April 1, 2008, the Company has delegated certain communication semnvices to SAM,
These services include translation and distribution of documents in Japan and communication
with distributors. The delegated service fees are based on costs and expenses incurred by
SAM and are billed quarterly. For the year ended March 31, 2019, the delegated service fee
totaled 536,030 (2018: 336,160) of which $9,009 (2018: $9,412) was payable at the year end.

F. From May 1, 2015, the Company engaged SPARX Asia Investment Advisor Limited ("SAIA")
to provide certain client services in relation to the funds managed by the Company. For the
year ended March 31, 2019, the service fee totaled $38,293 (2018: $21,401) of which 59,168
{2018: $8,811) was payable at the year end,
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SPARX Overseas Ltd.
Notes to Financial Statements
For the years ended March 31, 2019 and 2018

(expressed in U.5. dollars)

4. Related party transactions {continued)

G. On December 1, 2010, the Company entered into an agreement with SALA to provide general
administration and technical support to the Company, For the year ended March 31, 2018,
the fees totaled $306, 140 (2018: $307,350) of which 325,477 (2018: $25,487) was payable at
the year end.

H. During the year ended March 31, 2019, SAMK paid for the director fees and the travel
expenses on behalf of the Company and the Company would reimburse to SAMKC. Directors'
fees of $5,383 (2018; $6,947) and travel expenses of nil (2018: $248) were to be reimbursed
to SAME by the Company as at the year end.

5, Share capital

2019 2018
$ £

Authorized, issued and fully paid:
1,562,000 (2018: 1,562 000) shares of par value 51 each 1,562,000 1,562,000

B. Guarantees

In the normal course of operations the Company enters into contracts which provide general
indemnifications. The Company's maximum exposure under these arrangamants is unknown, as
this would invalve fulure claims that may be made against the Company that have not yet occumred.
However, the Company has not had prior claims or losses pursuant to these contracts and expects
the risk of loss to be remate. Accardingly, the Company has not accrued any liability in connection
with such indemnifications.

7. Taxation

At the present time, no income, profit, capital transfer or capital gains taxes are levied in Bermuda,
and accordingly, no provision for such taxes has been recorded by the Company. In the event of
such taxes being enacied in Bermuda, the Company has received an undertaking from the Minister
af Finance of Bermuda, under the Exempted Undertakings Tax Protection Act, 1966 exempting
the Company from all such taxes until March 31, 2035,

The Company adheres to the provisions of ASC 740, Aceounting for Uncertainty in Income Taxes
which provides guidamce for how uncertain tax positions should be recognized, measured,
presented and disclosed in the financial statements. ASC 740 requires the evaluation of tax
positions taken or expected to be taken by the Company to determine whether the tax positions
are "more likely-than-not" of being sustained by the applicable tax autharity upon examination. Tax
positions not deemed to meet a "more likely-than-not” threshold would be recorded as a tax
expense, inclusive of interest and penalties, if any, on the statement of operations.
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SPARX Overseas Ltd.
Motes to Financial Statements
For the years ended March 31, 2019 and 2018

(expressed in U.S. dollars)

¥. Taxation {continued)

Management has reviewed the Company's tax positions taken or expected to be taken and has
concluded that no provision for uncertain income tax positions is required in the Company’s
financial statements. The Company may take positions with respect to certain tax issues which
depend on legal interpretation or the interpretation of facts or applicable tax regulations. Should
the relevant tax regulators successfully challenge any such position, the Company might be faund
to have a tax liability that has not been recorded in the accompanying financial statements. Also,
management's conclusions regarding the uncertainty in income taxes may be subject to review
and adjustment at a later date based on factors including, but not limited to, further implementation
guidance, and on-going analyses of tax laws, regulations and interpretations thereaf,

8. Subseguent events

In accordance with ASC 855-10, Subsequent Events, management has evaluated subsequent
events through 26 July 2019, the date the financial staterments were issued.

On 24 May 2019, Mr. Shinji Naito was appointed and Mr. Brian Morikuni resigned as the Director
of the Company.
9. Approval of the financial statements

The financial statements were approved and authorized for issue by the board of the directars on
26 July 2019,
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2006 10 1
2006 10 1
1989 1997 21
2000 23
2019 1,300,000
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Independent Auditors®™ Report

The Trustee
SOL Japan Fund

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of SOL Japan Fund and its subsidiary
(collectively, the “ Fund” ) which comprise the consolidated balance sheet as at June 30, 2019, and the
consolidated statement of operations and retained earnings for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Fund as at June 30, 2019, and its financial performance for the
year then ended in accordance with accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (I1SAs). Our
responsibilities under those standards are further described in the Auditors’ responsibilities for the
audit of the consolidated financial statements section of our report. We are independent of the Fund in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

Other Information

Other information consists of the Unaudited Schedule of Investments. Management is responsible for the
other information.

Our opinion on the consolidated financial statements does not cover the other information and we do not

express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing to
report in this regard.
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Responsibilities of Management and the Trustee for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Fund’ s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Fund or to

cease operations, or has no realistic alternative but to do so.
The Trustee is responsible for overseeing the Fund’ s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our report is made solely to you, as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users

taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

- ldentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or

the override of internal control.
- Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the Fund’ s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

115/118



EDINETOOOO
0000000000000000000(EL4915)
OoooO0O0ooO0oooooodood
- Conclude on the appropriateness of management’ s use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Fund’ s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors
report to the related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditors’ report. However, future events or conditions may cause the Fund to
cease to continue as a going concern.

- Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the

underlying transactions and events in a manner that achieves fair presentation.

- Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Fund to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Trustee regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control

that we identify during our audit.

Ernst & Young Ltd.

November 12, 2019
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INDEPENDENT AUDITOR®"S REPORT
To the Board of Directors of SPARX Overseas Ltd.

We have audited the accompanying financial statements of SPARX Overseas Ltd. (the “ Company” ), which
comprise the statement of assets and liabilities as of March 31, 2019 and 2018, and the related
statements of operations, statement of changes in shareholder®s equity, and statement of cash flows for
the years then ended, and the related notes to the financial statements.

Management®"s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
conformity with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free of material misstatement, whether due to fraud or error.

Auditor®s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor®s judgment including the
assessment of the risks of material misstatement of the financial statements whether due to fraud or
error. In making those risk assessments, the auditor consider internal control relevant to the Company"s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances but not for the purpose of expressing an opinion on the
effectiveness of the Company®s internal control. Accordingly we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SPARX Overseas Ltd. as of March 31, 2019 and 2018, and the results of its
operations, changes in its shareholder™s equity and its cash flows for the years then ended, in
conformity with U.S. generally accepted accounting principles.

Ernst & Young

26 JUL 2019
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