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2020 25
848,696,823 62.70
429,174,609 31.711
419,522,214 30.99
934,085,932 69.01
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30 (2020 25 )

@)
1 29,600 | 49,575,944 1,674.863 | 52,273,603 1,766.000 | 3.86
2 10,100 | 31,703,330 3,138.944 | 45,146,998 4,470.000 | 3.34
3 6,400 | 32,096,971 5,015.152 | 43,942,401 6,866.000 | 3.25
4 39,000 | 52,587,441 1,348.396 | 42,549,000 1,091.000 | 3.14
5 700 | 27,748,679 39,640.970 | 39,956,000 57,080.000 | 2.95
6 11,200 | 27,676,360 2,471.104 | 39,424,000 3,520.000 | 2.91
7 26,000 | 36,315,535 1,396.751 | 38,532,000 1,482.000 | 2.85
8 24,500 | 42,438,839 1,732.198 | 36,015,000 1,470.000 | 2.66
9 1,800 | 24,824,420 13,791.344 | 35,064,000 19,480.000 | 2.59
10 10,100 | 27,227,911 2,695.833 | 34,542,000 3,420.000 | 2.55
11 25,900 | 21,493,457 829.863 | 29,992,201 1,158.000 | 2.22
12 1,000 | 18,769,905 18,769.905 | 27,505,001 27,505.001 | 2.03
13 9,800 | 18,429,549 1,880.566 | 26,244,400 2,678.000 [ 1.94
14 5,200 | 27,646,068 5,316.552 | 26,052,000 5,010.000 | 1.92
15 2,400 | 17,936,242 7,473.434 | 23,414,400 9,756.000 | 1.73
16 8,000 | 19,116,700 2,389.588 | 21,944,000 2,743.000 | 1.62
17 2,300 9,091,925 3,953.011 | 21,389,999 9,300.000 [ 1.58
18 6,800 | 17,304,910 2,544.840 | 19,577,200 2,879.000 [ 1.45
19 400 5,717,153 14,292.883 | 19,300,000 48,250.000 | 1.43
20 2,100 | 14,078,689 6,704.138 | 19,047,000 9,070.000 | 1.41
21 4,600 | 15,425,227 3,353.310 | 18,170,000 3,950.000 | 1.34
22 700 | 13,588,079 19,411.541 | 17,857,000 25,510.000 | 1.32
23 4,000 | 12,469,364 3,117.341 | 17,180,000 4,295.000 [ 1.27
24 14,500 | 15,623,324 1,077.471| 15,935,500 1,099.000 | 1.18
25 1,900 | 13,126,608 6,908.741 | 15,390,000 8,100.000 [ 1.14
26 2,400 | 11,129,193 4,637.164 | 13,879,201 5,783.000 [ 1.03
27 5,300 | 13,314,748 2,512.217 | 13,440,800 2,536.000 [ 0.99
28 30,300 | 15,554,161 513.339 | 13,344,119 440.400 | 0.99
29 7,500 | 19,295,596 2,572.746 | 13,087,500 1,745.000 | 0.97
30 7,100 | 11,737,766 1,653.206 | 12,425,000 1,750.000 | 0.92
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2019 10 2020
12
43,547 11,91
(2011 30 3,843,5 ,918
13
2,937,902 10,272
(2012 30 937,90 0,
14
2013 % 3,482,786 13,829
15
2014 % 3,222,415 14,726
16
2,724,097 1
(2015 % ,724,09 6,085
17
2,2 4 14,732
(2016 30 206,03 13
18
(2017 %0 1,788,643 16,500
19
(2018 % 1,551,594 18,922
20
2010 % 1,432,016 18,970
21
2020 % 1,348,625 19,209
( ) ( ( )
2019 10 25 1,438,472 19,518
2019 11 29 1,433,820 19,526
2019 12 27 1,446,278 19,964
2020 31 1,436,649 19,934
2020 28 1,372,999 19,158
2020 27 1,255,428 17,699
2020 24 1,287,348 18,149
2020 29 1,331,922 18,794
2020 26 1,357,905 19,269
2020 31 1,379,074 19,749
2020 28 1,337,957 19,756
2020 25 1,353,608 20,209
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2010 9.4
2011 14.5
2012 9.1
2013 36.0
2014 2.1
2015 0.5
2016 0.6
2017 19.2
2018 5.7
2019 13.6
2020 1.2
1
)« )  x 100
12 1
12
2020 25
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30
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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

21
2019 0 0 5,277 5,277 70,210 70,210
2020 30
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2020 30
2020 2019

84,860 128,315

5 819,892 860,331

670 4,300

859,482 901,079

1,764,904 1,894,025

1,764,904 1,894,025

5 393,103 443,793

213 1,261

5,008 3,029

10 5,131 5,421

10 5,271 950

7,553 7,555

416,279 462,009

416,279 462,009

3 702,095 754,869

646,530 677,147

1,348,625 1,432,016

1,348,625 1,432,016

1,764,904 1,894,025

3 70,210 75,487

7 19,209 18,970
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2020 30
2020 2019
13,453 18,729
84,429 50,174
97,882 68,903
10 21,128 21,915
10 5,224 5,430
10 1,306 1,329
4,324 4,333
6,906 6,237
10 19,453 14,365
10 5,832 960
2,060 2,868
13,277 10,034
79,510 67,671
18,372 1,232
18,372 1,232
18,372 1,232
*
(1,651) 2,370
677,147 731,617
** 1,188
Kk (47,338) (59,260)
646,530 677,147

xx 10,000
el 10,000
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2020 30 2020 30

819,892 140,606

819,892 140,606

(393,103) 27,355

(393,103) 27,355
2019 30 2019 30

860,331 69,734

860,331 69,734

(443,793) 67,869

(443,793) 67,869
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@
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2020 30

2020 30

1,900 7,384 14,030 1.04
1,700 17,335 29,469 2.19
4,000 5,180 20,720 1.54
6,600 1,720 11,352 0.84
200 1,587 317 0.02
9,400 2,592 24,365 1.81
3,800 6,200 23,560 1.75
14,000 422 5,902 0.44
32,600 948 30,905 2.29
7,400 6,316 46,738 3.47
24,800 1,649 40,895 3.03
9,600 2,451 23,529 1.74
37,200 1,134 42,185 3.13
6,600 6,520 43,032 3.19
1,200 32,250 38,700 2.87
5,900 5,440 32,096 2.38
2,000 5,330 10,660 0.79
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2020 30

2020 30
8,600 2,328 20,021 1.48
7,100 1,307 9,280 0.69
1,100 26,090 28,699 2.13
800 55,180 44,144 3.27
1,600 8,806 14,090 1.05
6,400 6,750 43,200 3.20
6,800 3,280 22,304 1.65
6,900 6,350 43,815 3.25
9,400 4,940 46,436 3.44
4,900 854 4,185 0.31
5,400 985 5,319 0.39
4,500 1,236 5,562 0.41
2,800 9,470 26,516 1.97
28,200 1,469 41,426 3.07
1,000 26,440 26,440 1.96
679,285,505 819,892 60.79
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2020 30

2020 30

11,900 770 9,163 0.68
5,500 2,451 13,480 1.00
1,600 9,240 14,784 1.10
27,600 273 7,535 0.56
10,600 925 9,805 0.73
24,800 266 6,597 0.49
1,800 3,657 6,583 0.49
36,000 343 12,348 0.91
12,500 960 12,000 0.89
31,600 295 9,322 0.69
800 12,960 10,368 0.77
1,400 3,330 4,662 0.34
900 6,880 6,192 0.46
3,800 1,123 4,267 0.32
2,600 776 2,018 0.15
29,200 415 12,118 0.90

29,500 393 11,593 0.86
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2020 30

2020 30

83,100 218 18,116 1.34
20,900 592 12,373 0.92
9,400 1,021 9,597 0.71
2,800 5,510 15,428 1.14
500 5,260 2,630 0.20
2,100 5,400 11,340 0.84
7,400 2,543 18,818 1.39
10,000 2,235 22,350 1.66
1,300 5,810 7,553 0.56
6,200 2,001 12,406 0.92
3,100 1,490 4,619 0.34
12,200 292 3,562 0.26
2,000 2,473 4,946 0.37
8,100 902 7,306 0.54
5,500 1,674 9,207 0.68
1,300 9,909 12,882 0.96
4,100 780 3,198 0.24
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2020 30
2020 30

2,000 875 1,750 0.13
16,400 224 3,674 0.27
700 5,410 3,787 0.28
20,600 192 3,955 0.29
6,600 180 1,188 0.09
1,800 646 1,163 0.09
13,800 820 11,316 0.84
12,000 1,468 17,616 1.31
17,500 711 12,443 0.92
5,700 536 3,055 0.23
300 141 42 0.00
1,500 1,388 2,082 0.15
3,000 622 1,866 0.14
420,459,596 393,103 29.15
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SOL JAPAN FUND

CONSOLIDATED BALANCE SHEET

June 30, 2020
20240 2019
T in JPY in
Moles Thousands Thousands
ASSETS
CURRENT ASSETS
Cash and cash equivalents B, HO0 128,315
Investment in equity securities, at fair value 5 19892 B60.331
Dividends receivable 670 4300
Amounts due from a broker 859482 HI.079
TOTAL CURRENT ASSETS 1.764.904 1304025
TOTAL ASSETS 1,764,904 1,894,025
LIABILITIES
CURRENT LIABILITIES
Securities sold, but not vl purchased,
at fair value 5 393103 443,793
Dividends payable 213 1261
Redemption payable 5008 3,020
Amounts due to Manager 10 5131 5421
Performance fee pavable 10 5271 950
Acerued expenses and other liabilitics 7.553 7.555
TOTAL CURRENT LIABILITIES 416,279 462008
TOTAL LIABILITIES 416,279 462,009
UNITHOLDERS' EQUITY
Capital 3 TOZ.095 T54.869
Retained camings 646,530 677,147
TOTAL CAPITAL 1.348.625 1,432,016
TOTAL UNITHOLDERS® EQUITY 1.348.625 1432016
TOTAL LIABILITIES and UNITHOLDERS®
EQUITY 1. 764,904 1,854,023
Mumber of units issued 3 0,210 75,487
Met asset value per unit 7 19,200 18,970

The accompanying nofes are an mtegral part of these consoludated Bnancial statements.
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SOL JAPAN FUND

CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS

Year ended June 30, 2020
2020 219
JPY in IPY in
Mole Thousands Thousands
OPERATING REVENUE
Dividends 13,453 18,729
et realised gains and changes in net
unrealised appreciation on nvestments 84,420 S0.174
TOTAL OPERATING REVENUE o7 832 68 S03
OPERATING EXPENSES
Management fees 21,128 21,913
Administration fees 5.224 3430
Trustee fees 1.306 1329
Audit fecs 4324 4,533
Dividend expenses 6,904 b.237
Stock loan fees 10 19,453 14.365
Performance fee expense 10 5832 960
Dividend withholding tax 2,060 2808
Miscellaneous expenses 13,277 10,034
TOTAL OPERATING EXPENSES TS0 67671
OPERATING NET PROFIT 18.372 1,232
ORDINARY PROFIT 18.372 1,232
NET INCOME 18,372 1,232
{Increase)/decrease on equalisation on cancellation
of units®
(1.651) 2370
Retained earnings at the beginning of the year 677,147 721617
Increase in retained earnings / Equalisation on
issue of units** - 1,188
Decrease in refained carnings / Equalisation on
cancellation of units*** (47.338) {59_260)
Retained earnings at the end of the yvear 646,530 677.147

¥ Netincome equalisation amangements applicable to redemption of units
% Excess of the issue price against the indtial issue price of JPY 10,000
FEE i of the excess of the redempiion price agans the ot ssue price of JPY 10,000 and net income aqualization

The accompanying nofes are an integral part of these consolidated financial statements,
5
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020
(1) General

SOL Japan Fund (the “Trust™) is a unit trust constituted by a trust deed dated May 20, 1999 made
hetween SPARN Overseas Ltd. as Manager and HSBC Trustee (Cayman) Limited as Trustee. The Trust
Dieed is governed by the laws of the Cayman Islands, The Trust is registercd under the Cayman Islands
Mutual Funds Law, The Trust commenced operations on hMay 24, 1999, and has a stated duration of 150
years 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 assel value of the Trust falls below JPY 200,000,000, Pursuant to the
Placing MMemorandum dated March 13, 2013, the Manager and the Trustee have agreed to extend the
life of the Trust for an additional 10 vear period,

The Manager of the Trust has mcorporated an intermational business company in the British Virgin
Izlands, SO0 Japan Limited, which is wholly-owned by the Trustee on behalfl of the Trust on October
26, 1998 and is used to hold all investment securitics and engage in derivative transactions for the Trust.

SOL Japan Fund and its subsidiary, SOL Japan Limited, are hereinafter collectively referred 1o as the
“Fund™.

The investment objectives of the Fund are not only 1o preserve capital, but also to provide unitholders
with capital appreciation. The Manager seeks 1o achieve the investment objectives of the Fund,
principally by identifying and acquiring undervalued Japanese equities or dervative imstruments and by
selling short overvalued, unattractive Japanese equitics. These long and short positions may be totally
unrelated and uncorrelated because the investment approach is not intended to be an arbitrage strategy.

The Investment Advisor for the Fund is SPARX Asset Management Co., Lid. A Prime Broker agreement
has heen entered into between S0L Japan Limited and Goldman Sachs Intemational,

The accounting principles used in the preparation of consolidated financial statements have been the
accounting principles generally aceepted in Japan since the financial vear ended June 30, 2007,
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020

(2) Significant Accounting Policies

2.1 Accounting principles The consolidated financial statements are prepared in accordance
with the accounting principles gencrally accepted in Japan (the
“lapan GAAPT).

The notes o the consolidated financial statements include
information which 15 not required under Japan GAAP but s
presented  herein as additional  information.  Certain
reclassifications have been made to present the accompanying
consalidated financial sialtements in a format which 1s famihar io

readers outside Japan,
2.2 Consolidated range Mumber of consolidated subsidiary: 1
Mame of the consolidated subsidiary: SOL Tapan Limited
2.3 Principle of The consolidated financial statements mclude the financial
consolidation statements of the Trust and is subsidiary. All signaficant
intercompany aceounts and fransactions have been eliminated on
comsolidation,
2.4 The valuation basis and L in_sccuriti ir v
the valuation method of vet purchased. at far value
securities

Equity securitics (including sccurities sold, but not vet purchased)
are measured at fair value on an average cost method. Listed
securities are valued at their last traded prices on the valuation date
where the stock eochange in guestion closes onfor before the
valuation point on the relevant valuation date, or, if such stock
exchange closes after the valuation point on the relevant valuation
date, by reference 1o the last traded price as at close of business on
the stock exchange immediately prior to the relevant valuation
date, If mo such last traded price is available, the securitics are
valued at midway between the latest available market dealing
affered price and the latest available market dealing bid price on
the principal stock exchange For such invesiments.

For the securitics where the bid and offer prices or price quotations
are not readily available, their values are determined by the
Manager,

During the year. there have been no securities held by the Fund
where the price quotations were nol readily available.

2.5 The valuation basis and i
the evaluation method The Fund records iis dervabive activities on a mark-to-market

of derivatives basis, Market values are determined by using quoted market
prices,
7
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020

(2) Significant Accounting Policies (continued)

Elllll!k'ﬂ gn!!;mglq
Futures contracts are valued at the scitlement 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 camings. Unrealised appreciation or
depreciation of investments in securitics are included in the net
aszel value at the consolidated balance sheet date and changes in
unrealised appreciation or depreciation of investments in sccuritics
are included in the consolidated statement of operations and
retained earnings,

2.7 Cash and cash Cash and cash equivalents include amounis due from banks and
equivalents interest bearing deposits with onginal matunties of three months
or less, Cash at bank 15 cammied at cost,

2.8 Dividend income and Dividend mcome and expenses are recorded on the ex-dividend
CXPENSES date, Dividend income is presented gross of any non-recoverable

withholding taxes. which are disclosed separately in the

consolidated statement of operations and retained earnings.

1.9 Foreign currency Transactions in foreign currencies other than the functional

translation curreney are recorded at the exchange rate ruling at the date of
transaction. Monctary assets and liabilitics denominated in forcign
currencies are retranslated at the functional currency rate of
exchange ruling at the end of the reporting period.

(3 Capital Transactions

As atl Jume 30, 2020 As al June 30, 2019
1. Outstanding Units Num ber of nits Number of Units
Beginning of vear 15,487 B1.998
Subscriptions - 131
Redemptions {5.277) (6.642)
End of year T0.210 75,487
2. Capital* IPY in Thousands JPY in Thousands
Beginning of year T4 860 819977
Subscriptions = 1,313
Redemptions (52.774) {5ih,421)
End of vear TOX095 T54, 865
*Dheemed as JPY L0000 per unit (mitial offer price)

8
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020
{4) Distributions
Mo distribution was paid or payable during the vear ended June 30, 2000 (2019: Nil).
The palicy of the Fund is to accumulate income, It 15 not proposed fo make any distribution of income

under normal circumstances, Accordingly, anv 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,

(5) Financial instruments

A1 Qualitative information about financial instruments

Deseriplion
I} Polcies and objectives for using The Fund is a Cavman Islands unit trust registered as a
financial mstruments regulated mutual fund. The mvestment objectives are set oul
in the Placing Memorandum and the Trust Deed,
1) Types and risks of financial i. Types of financial instruments
mstruments The types of financial instruments which were invested n
the Fund during the vear ended June 30, 2020 were as
follows:
* Securilies
The hist of the securities held as at June 30, 2020 15 shown
in the “Unawdited Schedule of Investments™,
* Derivative instruments
Derivatives instruments are wtilised to implement the
Fund’s investment strategics.,
* Cash and cash equivalents
1. Risks of financial instruments
The Fund®s activity exposes it to the following risks,
A) Market Risk
- Price Risk
= Interest Rate Rask
- Foreign Currency Rask
B} Ligquidity Risk
C) Credit Risk
1) Risk management systems The Investment Advisor secks to mitigate the risks in the
Fund m nts daly nsk management process. The nsk
management team of the Investment Advisor is in charge of
monitoring risk,
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SOL JAPAN FUNI

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020

(%) Financial instruments (continuwed)

A1 Qualitative information about financial instroments (continued)

Dieseription
IV) Supplemental remarks For the The assets of the Fund are valeed based on the value of the
valuation of financial investments quoled on any market. If there are no price
instruments quotations available for an investment valuation, it s

caleulated based on the price reasonably asscssed, In this
case, if another method of valuation iz used, the price may
be different. Contract price of derivatives transactions is not
an indication of the markel rsk exposure of the derivative
transactions a5 disclosed in MNote 6 Derivatives
Transactions.

52 Market values of the financial instruments

Dieseription
I} Amount on the balance sheel, As a principle, all financial instruments that are held by the
market values and the Fund are valued at theirr market prices. and there are no
differences differences between the amount on the consolidated
balance sheet and the market values.
1My The valuation method i. Securities

The valuation method of securities is deseribad in *{2)
Significant Accounting Policies 2.4, The valuation basis
and the valuation method of securities™.

i, Derivative instruments
The valvation method of denvative instruments s
deseribed in "{2) Significant Accounting Policies 2.5,
The wvaluation basis and the evaluation method of
dertvatives™,

iii. Other financial instruments
Other financial instruments are valwed at their book

prices.
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SOL JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2020

(5) Financial instruments {continued)

5 3 Note to the Investment in Securities

Fair value Unrealised gain

as al June 30, 2020 as al June 30, 2020

Descriplion (JPY in Thousands) (JPY in Thousands)

Common stocks £19.892 140,606

Total 819,892 140 G604
Secunties sold, but not vel purchased

= Common stocks {393, 103) 27353

Total 393.103) 27.355

Fair value Unrealised gain

as at June 30, 2019 as at June 30, 2019

Descriplion {JPY in Thousands) (JPY in Thousands)

Commeon stocks 860,311 69,734

Total 860,331 69,734
Secunties sold, but not vel purchased

— Common stocks {443,793) 67560

Total {443.793) 67,869

(6) Invesiment in Derivatives Coniracis

In the normal course of business, the Fund enlers inlo transactions involving derivalive finaneial
mstruments in connection with its investing activities. The Fund does not hold any derivative contracts
as at June 30, 2020, Tvpically, derivative contracts serve as components of the Fund's investment
strategics and are ulilised primanly to strecture investments to enhance performance of the Fund,

The denvative contracts are subject to vanious nisks similar to non-denvative mstruments, meluding
market, credit and liguidity risks. The Fund manages these risks on an aggregate basis along with the
risks associated with its investing activities as part of its overall risk management policies, and as such
does not distingush denvative profit or loss from any other category of mvestments for mcome
presentation purposcs.,

There were no open future contracts as at June 30, 2020 and 20019,
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020

{7y Per Unit Information

S0, Y 2 30 9
el Asset Value Per Unit IPY 19,2080 JPY 18970

(8) Financial Instrumenis with (T-Balance Sheet Risk or Concentration of Credit Risk

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

As at June 30, 2020, the amounts due from broker amounted to JPY 390,304,750 (2019: JPY 458,115, 120)
was restneted unhil the short positions were closed oul. The remaning balance of TPY 469,170,785
(2019 JPY442.904,574), which comprised of amounts due from Prime Broker amounting to JPY
469,176,785 (2019 TPY482,002.932) net of amounts due to Prime Broker amounting to Nil (2001%
JPY39,098, 358), was not restnicled as to withdrawal or usage. Al June 30, 2020 and 2019, all of the
investments in securitics were held and pledged to sccure the positions in secuntics sold, but not vet
purchased at the Prime Broker,

Securitics sold, but not yet purchased {a “short sale™) are recorded as liabilitics on the consolidated
balance sheet, A short sale represents obligations of the Fund to purchase the security in the market at
prevailing prices to the extent that the Fund does not already have the securitics in possession,
Awcordingly, 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, 2020 and 2019 the Fund had all its individual counterparty credit risk with its Prime Broker
in the United Kingdom. In addition, all cash and cash equivalents were held with The Hongkong and
Shanghai Banking Corporation Lid. However, the Fund's direct exposure to credit risk is mitigated as
the Fund deals with reputable global banks and brokerages with excellent credit ratings: Goldman Sachs
Internationmal — A1 {20019 A1) and The Hongkong and Shanghai Banking Corporation Lid — Aa3 (2001%
Aa2), (source: Moody's),
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SOL JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020

(% Related Party Transactions

The Fund is managed by SPARX Overseas Ltd., a company incorporated in Bermuda, SPARXN Crverseas
Ltd. is responsible, subject to the policies and controls of the Trustes, for the investment of the Fund's
assets. The Manager has appointed SPARX Asset Management Co,, Lid to act as Investment Advisor,

Details of the fees, to which SPARXN Overseas Lid. as Manager and HSBC Trustee (Cayman) Limited
as Trustee and Administrator are entitled. are provided in Note 10 to the consolidated financial
slatements.

(10) Fees

Administration fees

HSBC Trustes (Cayman) Limited, 15 entitled to receive an annual administration fee of (0, 1% per annum
of the Fund’s gross assct value, subject to a minimum monthly foe of USS4,000, accrued on cach
valuation day and pavable monthly in arrears.

During the year ended June 30, 2020, the administration fee amounted to JPY3 223 934 (20019
JPY5,429,848) of which JPY45 L6066 (2019 JPY397.489) was payable at June 30, 2020,

Management fees

The Manager s entitled to receive a fee at an annual rate of 1,5% of the net asset valug of the Fund
accrued on and caleulated as at cach relevant valuation day and pavable quarterly in arrears, The
MManager s responsible for the payment of the investment advisory fees to the Investment Advisor,
SPARXN Asset Management Co., Ltd,, out of its fees recerved from the Fund.

During the vear ended June 30, 2020, the management fee amounted to JPY 21127850 (20019
JPY21.915.136) of which JPY 5,130,496 (2019: JPY5.420,841) was payable at June 30, 2030,

Performance fees

The Manager is also entitled to a performance fee payable annually in arrears on or as soon as practical
after the last valuation day in each finaneial vear. The Fee shall be equal to 20% of the increase during
the course of a Nnancial vear in the realisation price per unit as at the last valuation day in cach financial
year (disregarding any acerual for the performance fee and before any rounding adjustment) over the
highest realisation price per unit (afler anv performance fee but before any rounding adjustment ) attained
as at the last valuation day in any previous financial vear in respect of which a performanee fee shall
have been paid. or, for the first financial vear, the increase over the initial offer price of JPY 10,000
multiplizd by the number of units in issue as at the last valuation day in the relevant financial vear,

Amn acerual in respect of the performance fee shall be made in caleulating 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 payable to the Manager out of the Fund.

During the vear ended June 30, 2020, the performance fee amounted to JPY 5,832,137 (2019:
JPY 960, 206) of which JPY 5,271,339 (20019 JPYM9.910) was pavable at June 30, 20020,
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SOL JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2020

(10} Fees (continued)

Trustee fees

HSBC Trustee (Cavman) Limited is entitled to recerve an annual safckeeping and services fee of
UISE5,000 plus 0.05% per annum of the gross value of the assets held with Goldman Sachs Intemational
plus 0, 1% per annum of the gross value of the assets held by HSBC Institutional Trust Services (Asia)
Limited, the trustee’s agent, accrued on each valuation day and payable monthly in arrears, subject 1o a
minimum monthly fee of USS1.000.

During the year ended June 30, 2020, the trustes fee amounted to JPY1,305,985 (20019: TPY1,329,471)
of which JPY 1122917 {2019 JPY100.427) was payvable at June 30, 2020, respectively.

HSBC Trustee (Cayman) Limited 5 also entitled to receive a transaction handling fee for cach
transaction executed by the Fund.

Stock loan fees

Goldman Sachs International i entitled 1o receve a stock loan Fee for lending of securilies pursiant 1o
any short sale which it makes for the account of the Fund. The stock loan fee represents fees paid to the
Prime Broker for stocks borrowed from the Prime Broker, The stock loan fee ncurred for 2020 was
JPY 19,453 464 (2019 JPY 14.364.535). There was no stock loan fee payable as at June 30, 2020 and
2019,

(11} Subsequent Events

In the first quarter of 2020, the World Health Organization declared a global health pandemic due to
spread of the Coronavirus Discase (“COVID-19") and up to date is causing significant impact on global
financial markets, The Trustee and the Manager continue to pay close attention to the development of
the COVID-19 outhreak and evaluate its impact on the financial position and operating results of the
Fund post balance sheel date. Up to date, the ceonomie and broader impact of COVID-19 continues Lo
have an effect on the Anancial statements and operations in the future, though it 15 not possible to quantify
the likely impacts at this stage. The financial statements do not include any adjustments as a result of this
ongoeing event.

Durng the period between the end of the reporting peniod and the date of the authonsation of these
consolidated financial statements, there were redemptions amounting to JPYG67, 280,779 while no
subacriptions were recorded,
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INVESTMENTS
June 30, 2020

Investment in equity securities (as at June 30, 20200
Common stock

Japan
Fair Valuc 86 of
= o 0
Dheseription Holdings Por Unit 'J‘mufl."t Net
{IP‘I':I {JP‘I n Assels
Thousands)

Audio/Video Products
Sony Corp 1500 7.384 14,030 1.04
Building Products - Air & Heating
Drankin Industries Lid 1700 17.335 29 469 219
Chemicals - Diversified
DEKS Co Lid 4.000 5. 180 20,720 1.54
RNC Laboratories Co Lid 6,600 1,720 11,352 0.84
Com puter Services
Gioodpatch Ing 200 1,587 7 002
Oro Co Lid 9400 2592 24365 1.81
Com puter Software
Makuake Inc 3,800 6,200 23,560 1.75
Diversified Banking Inst
Mitsubishi UFJ Financial Group Inc 14,000 422 5,902 0.4
E-CommerceProducis
Fakuten Ine 32600 48 30905 2.29
Electronic Components — Miscellaneous
Murata Manufacturing Co Lid 7400 6316 46,738 347
Electronic Components - Semiconductiors
Sumeo Corp 24,800 1649 0895 305
LT Group Co Ltd D 2451 23,529 1.74
EngineeringR&D Services
JGC Comp 37,200 1.134 42,185 3.13
Enterprise Soflware / Services
Ricksofl Co Lid 6600 0,520 43032 319
Al Inside Ine 1.200 32250 38,700 287
Entertainment Soltware
Square Enix Holdings Co Ld 3.5900 5440 32096 2.38
Internet Content-Infof News
Locoguide Ine 2,000 3,330 10,660 0. 7%
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INVESTMENTS
June 30, 2020

Investment in equity securities (as at June 30, 20200 (continued)
Common stock (continued)

Japan
Fair Value Sont
. o i
Diescription Holdings Por Uinit Amu:l.m Net
IPY) “P\ in Assels
( Thousands )
Internet Financial Services
SBI Holdings Inc 8,600 2,328 20,021 143
Machine Tools & Related Products
DMG Mori Co Lid 7.100 1.307 2280 0.69
Machinerv - Electrical
Diseo Corp 1. 1 266,080 28,600 213
SMC Corp/Japan /00 25,180 44,144 33
Medical - Drugs
Dadichi Sankve Co Lid 1,600 8,806 14,090 1.03
Shionosi & Co Lid 6,400 6,750 43,200 3.20
Medical - Nursing Homes
Amvis Holdings Ine 6,800 3,280 22304 L.65
Medical Information Svstems
VDK Ine 6,900 6,350 43,813 375
Medical Labs & Testing Services
p‘;pl:i]:}fg;;u“ inc '-J',-IIH] 4,9—!(] 4(1-,4.36 344
Real Estate Management! Services
Sun Frontier Fudousan Co Lid 4,900 434 4,183 0.31
Real Estate Operating Development
Daibim Corp 5,400 e 5,319 .39
Tokye Tatemono Co Lid 4,500 1,236 5,562 .41
Retail - Apparel/Shoe
Workman Co Lid 2800 2470 26,516 1.97
Retail - Restaurants
Gift Ine 28,200 1,469 41,420 3.07
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INVESTMENTS
June 30, 2020

Investment in equity securities (as at June 30, 20200 (continued)
Common stock (continued)

Japan
Fair Value Sont
T _E Y 0
Deseription Holdings Por Uinit Amu:l.m Net
ﬂ_.]PY:I “P'I in Assels
Thousands )
Semiconductor Equipment
Tokyo Electron Ltd 1,000 26,440 26,440 1.96
Total investments in equity securities
{cost TPYGT, 285 505) B19892 | 6079
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INVESTMENTS
June 30, 2020

Tatal securities sold, but not vet purchased (as at June 30, 2020)
Commaon stock

Japan
Fair Valug i
Per Unit Amount “ool
Deescription Holdings s mon Net
TPy "JP\ in. Azgels
( ) Thousands )
Aerospace/Delense - Equipment
Jamco Comp 11,900 770 0163 0,68
Airlines
AMA Holdimgs Inc 5,500 2451 13,480 1.00
Appliances
Hoshizaki Corp 1,600 0240 14,784 1.10
Applications Sollware
Aplix Corp 27,600 273 7.535 0,56
Automotive - Cars & L1 Trucks
Missan Shatai Co Lid 100,600 Q25 9805 0,73
Mitsubishi Motors Corp 24.800 266 6,597 1 049
Suzuki Motor Corp 1,800 3687 6,583 0,49
Automotive/Truck Parts & Equipment - Original
Sanden Holdings Corp 36,00 343 12,348 091
Building & Construction Products — Miscellaneous
Sankyvo Tatevama Inc 12,500 960 12.000 0.89
Commercial Banks Non-U§
Seven Bank Lid 31,600 295 9.322] 069
Cosmetics & Toiletries
KOSE Com B0O 12.960 10,368 077
E-Commerce/Products
Mercari Inc 1,400 3330 4,662 034
E-Commerce/Services
GAlechnologies Co Ltd/Japan 00 G880 192 046
Famakura Shinsho 1id 3800 1,123 4,267 032
Educational Software
Sprix Lid 2,600 T76 2018 015
Electronic Com ponents - Miscel laneous
CME Corp 29,200 415 12,118 (1,5
Environmental Consulting & Engineering
Hitachi Zosen Corp 29,500 303 11,593 0,86
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SOL JAPAN FUND
LNAUDITED SCHEDULE OF INVESTMENTS
Jung 30, 2020

Total securities sold, but not vet purchased (as at June 30, 2020) (continwed)
Common stock {continued)

Japan
i !-'m'r Value o of
Deseription Holdings Per Unit 1:::":: et

UPY) Thousands ) Assets
Finance - Investment Banker/Broker
Monex Group Inc 83,100 218 18.116 1.34
Finance - Leasing Companies
Financial Produects Group Co Lid 20,900 392 12373 0.92
Japan Investment Adviser Co Lid 2,400 1,021 9,597 0.71
Tokye Century Corp 2,800 5510 15.428 114
Finance - Other Services
FUU Co Lad 300 5,260 2,630 0.20
Gas - Distribution
Toho Gas Co Lid 2,100 3,400 11,340 | 0.84
Machinery - General Industrial
Mhtsulushe Heavy Indusiries Lid 7,400 2,543 18.818 1.39
Medical - Biomedical/Gene
AnGes Ine 10,000 2,235 22350 | 166
Medical - Drugs
Hisamitsu Pharmaceutical Co Ine 1,300 5,810 T.553 0.56
Feria Pharmaceutical Co Lid 6,200 2.001 12,406 092
Sumitomo Daimippon Pharma Co Lad 2100 14590 4619 034
Medical Labs & Testing Services
Bright Path Biotherapeutics Co Ltd 12,200 292 3,502 0,26
Multi-Media
UL Ing 2,000 2473 4.946 0.37
Photo Equipment & Supplies
Mikon Corp #1040 902 7,306 54
Real Estate ManagementS Services
Good Com Asset Co Lid 5,500 1.674 9,07 .68
Danto Trust Construction Co Ltd 1,300 9,909 12,882 0.96
Research & Development
Euglena Co Lid 4,100 TEO 3198 024
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UNAUDITED SCHEDULE OF INVESTAMENTS

Jume 30, 2020

Tatal securities sold, but not vet purchased (as at June 30, 20200 (continmed)

Common stock (continued)
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Japan
— !-':ir Valuc o of
|.‘J‘V.'$I:I'ip[:il'..'lll Holdings Per Lnit }‘;J:::_“:: Met

UPY) Thousands ) Assels
Resorts/ Theme Parks
Space Market Inc 2,000 £75 1,750 013
Retail - ApparelfShoe
Jeans Mate Comp 1,400 224 3674 0,27
Retail - Convenience Stores
Lawson Ine T 5,410 3,787 0,28
Retail - Home Furnishings
Oitsuka kagu Lid 20,600 192 3,933 0.29
Retail - MiscellaneousDiversified
HAPINSG Co Ltd 0, 60H) 150 1154 009
WonderCorp 1800 Gy 1,163 009
Retail - Restaurants
Atom Corp 13,800 820 11,316 0,54
Colowide Co Lid 12,000 1.468 17,616 1.31
Create Restaurants Holdings Ine 17.500 711 12,443 0.92
Pepper Food Serviee Co Lid 5,700 336 3,055 0.23
Retail - Vitamins/Nutritional Supplements
Fizap Group Ine 300 141 42 0.00
Therapeutics
Tella Ine 1.500 1388 2082 0.15
Travel Services
Hanatour Japan Co Lid 3,000 622 1,866 0.14
Total securities sold, but not vet purchased
(proceeds TPY 420,459 5%6) 393,103 2915

20
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2020 25 )

1,828,888,275

475,280,129

1,353,608,146

66,982

20,209
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2020 31 2019 31
2020 2019
1,773,816 185,541 7,945,841 831,135
3 141,047 14,754 704,661 73,708
2,010 210
470,188 49,182 425,614 44,519
6,615 692 6,615 692
2,393,676 250,379 9,082,731 950,054
4 142,173 14,871 633,624 66,277
616,127 64,448 460,122 48,129
758,300 79,319 1,093,746 114,406
5 1,562,000 163,385 1,562,000 163,385
73,376 7,675 6,426,985 672,263
1,635,376 171,060 7,988,985 835,648
2,393,676 250,379 9,082,731 950,054
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2020 31 2019 31
2020 2019

847,695 88,669 3,385,005 354,072
460,810 48,201 1,046,589 109,473
1,978,847 206,987 2,178,754 227,898
4,940 516 4,065 425

62,244 6,511
3,354,536 350,884 6,614,413 691,868
4A,D 537,200 56,191 2,689,595 281,332
4B 2,138,019 223,637 2,189,531 229,025
4c 389,383 40,729 942,136 98,547
4E 36,724 3,841 36,030 3,769
4F 47,340 4,952 38,293 4,005
46 506,621 52,993 345,650 36,155
42,747 4,471 58,310 6,099
4H 10,111 1,058 66,142 6,918
376,210 39,352
3,708,145 387,872 6,741,897 705,202
(353,609) (36,988) (127,484) (13,335)
(353,609) (36,988) (127,484) (13,335)
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1,562,000

1,562,000

163,385 6,554,469
(127,484)

163,385 6,426,985

(353,609)
(6,000,000)

685,598 8,116,469
(13,335)  (127,484)

672,263 7,988,985

(36,988)  (353,609)
(627,600)  (6,000,000)

1,562,000

163,385 73,376

7,675 1,635,376
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2020 31 2019 31
2020 2019
(353,609) (36,988) (127,484) (13,335)
563,614 58,954 503,911 52,709
(2,010) (210) 192,592 20,145
(44,574) (4,662) 368,208 38,515
(315) 33)
42,160 4,410
(491,451) (51,406) (640,100) (66,954)
156,005 16,318 (13,185) (1,379)
(172,025) (17,994) 325,787 34,077
6 (6,000,000) (627,600)
(6,000,000) (627,600)
(6,172,025) (645,594) 325,787 34,077
7,945,841 831,135 7,620,054 797,058
1,773,816 185,541 7,945,841 831,135
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@
2016-18 230

2020
(h

2014 2014-09

606
US GAAP
2020 2020-05 606
842 2020
2019 12 15
2018 2018-13
820 2018-13

2018-13 2019 12 15
2018-13
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2020 2019
(A, D) (537, 200) (2.689,595)
®) (83,613) (123,497)
© (338,691) (938,691)
E) (36,724) (36,030)
G (47,340) (38,293)
©) (307,180) (306, 140)
(A, B,C,D,E, F,G,H (142,173) (633,624)
2020
31 529,598 2019 2,462,643 88,788
2019 506,858
2020 31 83,613 2019 123,497 18,342
2019 24,471
2020
31 338,691 2019 938,691 2019 31
2020 31
2008
2020
31 7,602 2019 226,952 2019
53,258
2008
2020 31 36,724
2019 36,030 9,190 2019 9,009
2015
2020 31
47,340 2019 38,293 47 2019 9,168
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2010 12
2020 31 307,180 2019 306,140 25,806
2019 25,477
2020 31
2019 5,383
2020 2019
1,562,000

2019 1,562,000 1,562,000 1,562,000

2020 2019
3.84 2019 6,000,000
1966
2035 31
740 740
50
50
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SPARX Overseas Ltd.
Statement of Assats and Liabilities
As of March 31, 2020 and 2019

{expressed in LS, dofars)

Mates 2020 2018
Uss uUss

Assels
Current assets
Cash and cash equivalents 1,773,818 7945 841
Management fees receivable 3 141,047 704,661
Incentive fees receivable 3 2,010 -
Distribution fees receivable 470,188 425614
Prepaid expenses 6,615 5815
Total assets 2,393,676 59,082,731
Liabilities
Current llabllities
Due to fellow subsidianes 4 142,173 533,624
Accounts payable and accrued expenses 616,127 460,122
Total habilities 756,300 1,083,746
Shareholder's equity
Share capital 5 1,562,000 1,562,000
Retained eamnings 73,378 5,425,985
Todal shareholder's equity 1,635,376 7,888,985
Total kabilites and shareholder's equity 2,293,676 5,082,731

Approved by the Board of Directors

iy

Direcior ‘1 Director L

The accompanying nates are an integral part of these financial statements,

2
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SPARX Overseas Ltd.

Statement of Operations
For the years ended March 31, 2020 and 2019

{expressad in U.5. dollars)

MNotes 2020 2019
uss uss

Rewvenus
Managemerit fees 3 847 B85 3,385,005
Incentive fees 3 460,810 1,045,589
Destrbution fees revenue 1,978 847 2178,754
Other income 4,940 4065
Gain on fareign exchange 52,244 .
Total revenue 3,354,536 5,614,413
Expenses
Advisary fees 44,0 537 200 2,889,585
Distribution fees 4B 2138049 2,189,531
Descretionary imvestment fees AC 389,383 942,138
Delegated services 4E 36,724 36,030
Service fees 4F 47,340 38,263
Professicnal fees 4G 506,621 345,650
General and administrative expenses 42 747 58,310
Carectors' fees 4H 10,111 66,142
Loss on fareign exchange - 376,210
Total expenses 3,708,145 &, 741 857
MNet loss from operations { 353609 [ 127.484)
Other comprehensive income - -
Total comprehensive income { 353809 [ 127,484)

The accampanying nates are an integral part of these financial statements.
3
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SPARX Overseas Ltd.

Statement of Changes in Shareholder's Equity
For the years ended March 31, 2020 and 2019

{expressad in U.5. dollars)

At April 1, 2018

Net loss from operations

At March 31, 2019 and
April 1, 2019

Met loss from operations
Dividend

At March 31, 2020

Share

capital
{nate 5)
LSS

1,562,000

1,562,000

1,562,000

EDINETOOOO
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Retained Total
eamings shareholder's
equity

Uss uss
6,554,459 8,116,469
{__127.484) { 127.484)
6,426,985 7,508,085
[ 353,609 [ 353,609)
{_6,000,000) {_5,000.000)
73,376 1,635,376

The accompanying nates are an integral part of these financial statements

4
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SPARX Overseas Ltd.

Statement of Cash Flows
For the years ended March 31, 2020 and 2019

{expressad in U5, dollars)

Cash flows from operating activities

Met loss from operations for the year

Changes in working capital
Decrease in management fees recevable
(Increaselfdecrease in incentive fees recevable
(Increaseldecrease in distribution fees receivable
Increase in prepaid expenses
Decrease in other receivables
Decrease in due to fellow subsidiaries
Increasef{decrease) in accounts payable

and accrued expenses

Met cagh flows (used inlfrom operating activities

Cash flows from financing activities
Davicend paid

Met cash flows used infinancing activities

Met (decrease)fincrease in cash and cash
equivalents during the year
Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

EDINETOOOO
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2020 2019

uss uss

( 353609) { 127,484)

563 614 503,911

{  200) 192,592

{  44574) 368,208

. { 315)

. 42,160

[ 491,451) {  B40.100)

156,005 {  13.185)

{  172,025) 325,787
{ 6,000,000)
£,000,000)

{ 8172,025) 325,787

7,945 841 7,620,054

1,773,816 7,945,841

The accompanying nates are an integral part of these financial statements

5
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SPARX Overseas Ltd.

Motes to Financial Statements
For the years ended March 31, 2020 and 2019

{expressad in U5, dollars)

1. Qrganization

SPARX Overseas Ltd (the "Company") was incorporated on December 6, 1996 under the laws of
Bermuda 1o pravide investment management services and distribution services to vanous investment
companies,

The Company was a whally-owned subsidiary of SPARX International, Ltd ("SIL"), a company
registered in the UK. on Apnl 1, 2005, until September 3, 2009, when SiL's sharehodding in the
Company was transferred to the ultimate holding company, SPARX Group Co., Ltd ("SHC"), a
company registered in Japan.

2. Summary of significant accounting policies

The Comparny's financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of Amernca (US GAAP") and are stated in United States
Dollars. The following is @ summary of the significant accounting and reporting policies used in
preparing the financial statements,

(a) Basis of preparation
These financial statements have been prepared under the historical cost comvention. These
financial staterments are presented in United States Dollars ("USE") or ("USD") and all values
are 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 money
market funds that have relatively low risks compared to other mutual funds and pay dividends
that reflective of short-term interest rate.

(¢} Management, incentive and distribution fees
Management, incentive and distribution fees eamed from investment companies are recorded
on an accrual basis, pursuant to management, imvestment and distribution agreements,

(d) Leoan receivables
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 a2 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 im the statement of operations.

(e} Foreign currency translation

Assets and liabilities denominated in foreign currencies are translated into Uinited States dellars
(&™) at the rates of exchange prevailing at the end of the year. Foreign currency income and
expense amounis are translated at the rates of exchange prevailing at the time of the
transactions. Gains and losses ansing on translation of foreign entities are recorded in
accumulated other comprehensive income. Gains and losses ansing from translation of cther
assets and liabilities denominated in foreign 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, 2020 and 2019

{expressad in U5, dollars)

2. Summary of significant accounting policies (continued|)

(fi Use of estimates
The preparation of financial statemerts in conformity with generally accepted accourting
principles in the United States of America requires management to make estimates and
assumptions that affect the reported amourts of assets and liabibties and disclosure of
cortingent assets and liabilities at the date of the financial statements and the reported amounds
of revenues and expenses during the reparting pencd. Actual results could differ from those
estimates,

(@) MNewand amended accounting standards

Several new standards and amendments apply for the first time in 2020, including ASL 2018-
18 Staterment of Cash Flows (Topic 230): Restricted Cash, but do not have an impact on the
financial statements of the Company.

(h) Recently issued accounting standards
In May 2014, the FASE issued ASU 2014-08 Revenue from Contracts with Customers [Topic
605) that supersedes virtually all recognition guidance in US GAAP. The standard provides
accounting guidance for all revenue ansng from contracts with customers and affect all entities
that enter into contracts to provide goods or services to their customers (unless the contracts
are in the scope of other LS GAAP requirements, such as those for leases).

The standard establishes a new five-step model to account for revenue arising from contracts
with customers. Revenue is recognised at an amount that reflects the consideration to which an
entity expects to be entitled in exchange for transfering goods or services to a customer. The
principles provide a more structured approach for measuring and recognising revenwe, The
standard also introduces extensive qualitative and quantitative disclesure requirements,

In Juree 2020, the FASE issued ASU 2020-05 Revenue fram Confracts with Customers (Tapic
606) and Leases (Topic 842); Effective Dates for Certain Entities. Based on the amendmerts,
cerfan entiies that have not yet issued financial staterments or made financial statements
available for issuance as of June 3, 2020, shall apply the pending content for annual reporting
periods beginning after December 15, 2019,

As the Company meeis the above criteria, management has not yet implemented the ASU in
the financial statements. The Company plans to adopt the modified retrospective approach and
expects the implementation of the ASU will have no impact on the timing of the revenue
recognition but additional disclosures on the nature, amount, timing and uncertainty of revenue
and cash flows arising from contracts with customers will be reguired.

In Awgust 2018, the FASE issued ASU 2018-13 Disclosure Framework — Changes to the
Disclogure Requirements for Fair Value Measuremnent, which amends ASC B20, Fair Value
Measurement and Disclosures. ASU 2018-13 modifies the disclosure requirements for fair value
measurements by removing, modifying, or adding certain declosures.

ASU 201813 i= effective for all entities for fiscal years beginning after Decemnber 15, 2019,
imcluding interim pericds therein. Early adoption is permitted for any eliminated or modified
disclogwres upon issuance of this ASL 2018-13. Management has not yet implemented the ASU
im the financial statements, and expects the implementation of the ASUs will not hawve any impact
on the financial statements disclosures.
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SPARX Overseas Ltd.

Motes to Financial Statements
For the years ended March 31, 2020 and 2019

{expressad in U5, dollars)

3. Management and incentive fees

The Compary provides investment management services to vanous affiiated imvestrment companies,
For its services, the Compary receives management fees and incentive fees based an cortractual
agreements, The management fees are based on the net assat value of the funds under management,
Incentive fees are based on the performance of the funds under management

4. Related party transactions
The Company had the following matenal transactions with related parties during year:

2020 2018
5 5

Staternent of operations items

Advisory fees charged by fellow subsidianies (&, D) {  537,200) {
Distribution fees charged by a fellow subsidiary (B) { 83 613) {
Digcretionany investment fees charged by a fellow subsidiary () (  338,691) {
Delegated services charged by a fellow subsidiary (E) { 36,724) { 35,030)
Service fees charged by a fellow subsidiary (F) { 47 ,.340) {
Professional fees charged by a feliow subsidiary (G) {307 180) {

—
Due to fellow subsidiaries (A, B, C, D, E, F, G, H) 142,173) { 633.624)

A, Advisory services are provided by SPARX Asset Management Co., Lid. ("SAM"), an affiliated
company registered in Japan. The advisory fees charged are based on a percentage of the
revenue earmed by the Compary. For the year ended March 31, 2020, advisory fees of 5529, 5598
(2019: §2 462 643) were earned by SAM of which 388,788 (2019 8506 B58) was payable at the

year end.

B. Distribution services are provided by SAM. These fees are based on a percentage of monthly net
asset value of investee funds. For the year ended March 31, 2020, distribution fees of $83.613
(2019 $123,497) were incurred, of which $18,342 (2019: $24,471) was payable at the year end.

. Discretionary investrment fees have included incentive fees which are based on a percentage of
the revenue earmed by the Company and were paid to SAM, For the year ended March 31, 2020,
fee of $338 691 (2019 $938,691) were incurred for SAM. Mo amaount was outstanding as at March
31, 2020 and March 31, 2019

D. In 2008, SOL entered into an advisary fee agreement with SPARX Asset Managament Korea Co,
Lid. ("SAMK"). The advisory fees are charged based on a percentage of revenue earmed by the
Company. For the year ended March 31, 2020, advisory fees of 57 602 (2019: 5226 952) were
eamed by SAME, of which nil (2019: 353 258) was payable at the year end.

E. From April 1, 2008, the Company has delegated certain communication services to SAM. These
services include translation and distribution of documents in Japan and commurnecation with
distributors. The delegated service fees are based on costs and expenses incurred by SAM and
are billed quarterty. For the vear ended March 31, 2020, the delegated service fee totaled 536, 724
(2019 535,030) of which 39,120 (2019 39,009) was payable at the year end.
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SPARX Overseas Ltd.

Motes to Financial Statements
For the years ended March 31, 2020 and 2019

{expressad in U5, dollars)

4. Related party transactions (continued)

F. Fram May 1, 2015, the Company engaged SPARX Asia Irvestment Advisor Limited ("SAIA") to
provide cerain clent senvices in relatian to the funds managed by the Comparty. For the year
ended March 31, 2020, the service fee tofaled 547 340 (2019 538 293) of which 547 (2019
58, 168) was payable at the year end

G, On December 1, 2010, the Company entered into an agreement with SAIA to provide general
administration and technical support to the Company. Far the year ended March 31, 2020, the
fees totaled 2307180 (2019: £308,140) of which 525 806 (2019: 525 477) was payable at the
year end.

H. During the yvear ended March 31, 2020, SAMK paid for the director fees and the travel expenses

on behal of the Compary and the Company would reimburse to SAMK. Directors' fees of nil
(20r19: §5,383) were to be reimbursed to SAMK by the Company as at the year end.

5. Share capital

2020 2019
uss uss
Authorized, issued and fully paid:
1,562,000 (2019: 1,562,000) shares of par vales USS1 each 1,562,000 1,962,000
6. Dividends

2020 2019
uss uss

US53 84 (2019 nil) per share 5,000,000

T Guarantees

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

8. Taxation

At the present time, no income, profit, capital transfer or capital gains taxes are levied in Bermuda,
and accordingly, ne pravision for such taxes has been recorded by the Comparty. In the event of such
laxes being enacled in Bermuda, the Company has received an undertaking from the Minister of
Finance of Bermuda, under the Exempled Undertakings Tax Protection Act, 1966 exempling the
Comparry fram all such taxes until March 31, 2035
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SPARX Overseas Ltd.

Motes to Financial Statements
For the years ended March 31, 2020 and 2019

{expressad in U5, dollars)

8. Taxation {continued)

The Company adheres to the provisions of ASC 740, Accounting for Unceartainty in Income Taxes
which provides guidance 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 Compary to determine whether the tax positions are "more likely-than-
not” of being sustained by the applicable tax authority 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, inthe staternent of operations.

Management has reviewed the Company's tax positions taken of expected to be taken and has
concluded that no provision far uncertain income tax postions is required in the Companmy’s financial
staternents, The Company may take postions with respect to cerain tax issues which depend an legal
inferpretation or the inferpretation of facts or applicable tax regulations, Should the relevant tax
regulatars successiully challenge any such position, the Company might be found to have a tax liability
that has net been recorded in the accompanying financial statements, Alse, management's
conclusions regarding the uncertainty in income taxes may be subject to review and adjustment at a
later date based on facters ingluding, but not imited to, further implementation guidance, and on-gaing
analyses of tax laws, regulations and interpretations thereof.

8. Subsequent events
In accordance with ASC 835-10, Subsequent Events, management has evaluated subsequent events
through 17 August 20020, the date the financial staternents were issued,

T10. Approval of the financial statements

The financial statements were approved and authorized for issue by the board of the directors on 17
August 2020,

10
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2020 25
2006 10 1
2006 10 1
1989 1997 21
2000 23
2020 1,300,000
3,754
2020 50,000,000 8,250
2020
13.65
1974
2020 85
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1993
2020 30 10,709
1993
2020
3.1
3,500 4,270
3.2
3.2
3,500 4,270

3.3

i 80,000 100,000

ii

iii 80,000 100,000

(a
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(e 2010
2014 1998
51
3,500
4,270 2,500
3,050
3.4
15
i
ii
iii
2014
3,500 4,270
— 2020
NAV 2020
NAV
NAV
NAV
NAV
NAV
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40 487,800

3.2

®) 3.3

5.1
.5.2
.5.3
.5.4

[S2 IS 2 B S BN &) BN &) BN SN

20,000 24,390 30,000
36,586 25,000 30,490 35,000
42,683 7,000
8,540
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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 (the “ Trust” ) which comprise
the consolidated balance sheet as at June 30, 2020, 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 Trust as at June 30, 2020, 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 Trust in
accordance with the International Code of Ethics for Professional Accountants (including International
Independence Standards) (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 Trust"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 Trust or

to cease operations, or has no realistic alternative but to do so.
The Trustee is responsible for overseeing the Trust"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 Trust"s internal control.

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

October 30, 2020
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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, 2020 and 2019, 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. Our report
is made solely to you, as a body, in accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility or accept liability to any other person for the contents of
this report.

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, 2020 and 2019, 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

17 August 2020
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