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2021 24
790,192,170 62.09
383,703,605 30.15
406,488,565 31.94
866,109,714 68.06
1,272,598,279 100.00
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30 (2021 24 )

@)
1 17,300 | 29,168,044 1,686.014 | 52,678,500 3,045.000 [ 4.14
2 24,000 | 35,495,686 1,478.987 | 51,935,999 2,164.000 | 4.08
3 14,800 | 40,549,629 2,739.840 | 48,099,999 3,250.000 | 3.78
4 600 | 28,889,675 48,149.458 | 46,499,999 77,499.998 | 3.65
5 4,500 | 25,933,030 5,762.896 | 45,450,000 10,100.000 | 3.57
6 66,400 | 38,162,408 574.735| 45,152,000 680.000 | 3.55
7 10,100 | 33,260,713 3,293.140 | 40,096,999 3,970.000 | 3.15
8 16,600 | 29,217,542 1,760.093 | 38,661,399 2,329.000 | 3.04
9 |Fast Fitness Japan 8,690 | 25,802,823 2,969.255 | 38,279,447 4,405.000 | 3.01
10 7,100 | 26,585,356 3,744.416 | 37,487,997 5,280.000 [ 2.95
11 4,400 | 11,680,478 2,654.654 | 33,880,001 7,700.000 | 2.66
12 600 | 11,261,945 18,769.908 | 32,657,999 54,429.998 | 2.57
13 8,300 | 29,670,243 3,574.728 | 31,539,998 3,800.000 | 2.48
14 3,500 8,977,573 2,565.021 | 26,670,001 7,620.000 [ 2.10
15 9,700 | 31,235,152 3,220.119 | 25,016,300 2,579.000 [ 1.97
16 8,600 | 20,266,318 2,356.549 | 23,994,000 2,790.000 | 1.89
17 7,300 | 20,919,737 2,865.717 | 20,060,400 2,748.000 [ 1.58
18 5,200 | 15,744,835 3,027.853 | 18,486,000 3,555.000 [ 1.45
19 Technologies 2,500 | 15,534,614 6,213.846 | 15,275,000 6,110.000 [ 1.20
20 6,900 | 15,583,755 2,258.515 | 14,352,000 2,080.000 [1.13
21 4,500 | 12,415,138 2,758.920 | 13,842,000 3,076.000 [ 1.09
22 3,200 | 15,624,135 4,882.542 | 13,433,600 4,198.000 | 1.06
23 1,000 8,932,879 8,932.879 | 13,000,000 13,000.000 | 1.02
24 3,100 6,783,212 2,188.133 | 11,578,500 3,735.000 [ 0.91
25 700 | 10,048,786 14,355.409 | 10,773,000 15,390.000 | 0.85
26 |coly 2,400 | 13,204,270 5,501.779 | 10,464,000 4,360.000 [ 0.82
27 300 5,823,463 19,411.543 | 10,020,000 33,400.000 | 0.79
28 4,000 8,235,563 2,058.891 5,744,000 1,436.000 | 0.45
29 8,100 4,185,117 516.681 5,413,231 668.300 | 0.43
30 5,100 1,734,000 340.000 5,181,600 1,016.000 | 0.41
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2020 10 2021
(2012 30 2,937,902 10,272
(201: 30 3,482,786 13,829
(2012 30 3,222,415 14,726
(2012 30 2,724,097 16,085
(2012 30 2,206,034 14,732
(2013 30 1,788,643 16,500
(2012 30 1,551,594 18,922
20?3 30 1,432,016 18,970
2023 30 1,348,625 19,209
ZOii 30 1,273,622 22,413
( ) ( ( )
2020 10 30 1,358,614 20,449
2020 11 27 1,384,543 21,158
2020 12 28 1,277,359 21,397
2021 29 1,264,400 21,413
2021 26 1,285,351 21,850
2021 26 1,260,469 21,757
2021 30 1,275,275 22,126
2021 28 1,273,375 22,296
2021 25 1,268,890 22,329
2021 30 1,252,968 22,122
2021 27 1,228,401 21,662
2021 24 1,272,598 22,491
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1299/5/24 2002/11 2006/4 2009710 201373 2016/9 202072 2021/9/24
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< >
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 7.2
2021 5.1
1
)« ) % 100
12 1
12
2021 24
(%)
w 3E0%
30
20 ! 19.2%
13.6%
9.1%
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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

22
2020 0 0 13,384 13,384 56,826 56,826
2021 30
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2021 30
2021 2020
39,113 84,860
5 811,170 819,892
1,827 670
860,449 859,482
1,712,559 1,764,904
1,712,559 1,764,904
5 379,613 393,103
809 213
5,008
10 5,174 5,131
10 45,430 5,271
7,911 7,553
438,937 416,279
438,937 416,279
3 568,263 702,095
705,359 646,530
1,273,622 1,348,625
1,273,622 1,348,625
1,712,559 1,764,904
3 56,826 70,210
7 22,413 19,209
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2021 30
2021 2020
7,971 13,453
309,006 84,429
316,977 97,882
10 20,150 21,128
10 5,104 5,224
10 1,276 1,306
4,730 4,324
4,650 6,906
10 14,132 19,453
10 50,518 5,832
1,221 2,060
8,861 13,277
110,642 79,510
206,335 18,372
206,335 18,372
206,335 18,372
*
(24,259) (1,651)
646,530 677,147
o (123,247) (47,338)
705,359 646,530

10,000
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2021 30
2021 2020
206,335 18,372
(1,198,735) (1,353,528)
1,503,001 1,427,718
(264,091) (54,083)
(44,944) (30,359)
(1,157) 3,630
(967) 41,598
596 (1,049)
44 (290)
40,159 4,321
358 &)
240,599 56,328
(286,346) (99,783)
(286,346) (99,783)
(45,747) (43,455)
84,860 128,315
39,133 84,860
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2021 30 2020 30
70,210 75,487
(13,384) (5,277)
56,826 70,210
702,095 754,869
(133,832) (52,774)
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10,000
2021 30 2020
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5.2.
Q@ 2.4.
Q@ 2.5.
5.3.
2021 30 2021 30
811,170 193,893
811,170 193,893
(379,613) 19,014
(379,613) 19,014
2020 30 2020 30
819,892 140,606
819,892 140,606
(393,103) 27,355
(393,103) 27,355
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(6
2021 30
2021 30 2020 30
@
2021 30 2020 30
22,413 19,209
(8
2021 30 380,947,600 2020 390,304,750
479,501,136 2020 469,176,785
486,775,467 2020 469,176,785 7,274,331
2020 2021 30
2020 30
2021 30 2020 30
2020
2020
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1.5
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20
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5,000
0.05
0.1
1,000
2021 30 1,275,955 2020 1,305,985 2021 30
119,556 2020 112,917
2021 14,131,674 2020 19,453,464
2021 30 2020 30
(11
2021 30
1,500,000 10,311,182
2021 30
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2021 30

2021 30

700 10,815 7,571 0.59
6,900 2,192 15,121 1.19
2,200 1,334 2,935 0.23

800 14,470 11,576 0.91

22,800 1,096 24,989 1.96
9,600 3,950 37,920 2.98
3,900 2,270 8,853 0.69
6,000 2,822 16,932 1.33
6,200 5,670 35,154 2.76

40,100 600 24,064 1.89
3,200 4,325 13,840 1.09
4,300 8,482 36,473 2.86

11,400 1,570 17,898 1.40
1,300 6,540 8,502 0.67

16,600 2,725 45,235 3.55

12,700 3,240 41,148 3.23

900 2,021 1,819 0.14
2,100 4,740 9,954 0.78

26,900 1,994 53,639 4.21
6,100 3,315 20,221 1.59
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2021 30

2021 30
400 33,950 13,580 1.07
700 65,650 45,955 3.61
3,800 1,735 6,593 0.52
4,500 2,395 10,775 0.85
5,700 6,430 36,651 2.88
4,100 5,540 22,714 1.78
8,300 5,450 45,235 3.55
300 1,100 330 0.03
2,200 2,614 5,751 0.45
2,900 1,402 4,066 0.32
61,300 668 40,948 3.21
7,490 4,510 33,780 2.65
23,100 2,524 58,304 4.58
600 48,080 28,848 2.27
8,600 2,767 23,796 1.87
617,277,232 811,170 63.69
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2021 30

2021 30

4,000 1,105 4,420 0.35
900 9,440 8,496 0.67
20,100 208 4,181 0.33
1,100 3,805 4,185 0.33
68,600 312 21,403 1.68
8,800 717 6,310 0.49
2,800 2,835 7,938 0.62
6,900 2,860 19,734 1.55
58,800 236 13,877 1.09
1,300 9,720 12,636 0.99
1,700 4,800 8,160 0.64
2,400 1,751 4,202 0.33
2,700 6,530 17,631 1.38
400 17,480 6,992 0.55
900 8,171 7,354 0.58
12,600 494 6,224 0.49
6,100 1,689 10,303 0.81
6,300 1,548 9,752 0.76
7,800 1,006 7,847 0.62
12,600 431 5,431 0.43
2,500 5,360 13,400 1.05
2,400 2,270 5,448 0.43
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2021 30
2021 30
6,100 742 4,526 0.36
2,700 1,494 4,034 0.32
2,100 5,970 12,537 0.98
1,800 5,440 9,792 0.77
3,300 3,269 10,788 0.85
16,100 894 14,393 1.13
6,600 2,095 13,827 1.09
12,200 192 2,342 0.18
13,200 1,244 16,421 1.29
1,700 12,150 20,655 1.62
3,300 914 3,016 0.24
2,400 5,140 12,336 0.97
4,200 2,985 12,537 0.98
3,300 1,981 6,537 0.51
5,800 912 5,290 0.42
5,900 475 2,803 0.22
2,300 3,095 7,119 0.56
8,200 221 1,812 0.14
200 64,620 12,924 1.01
398,627,083 379,613 29.81
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SOL JAPAN FUND
CONSOLIDATED BALANCE SHEET

June 30, 2021

ASSETS
CURRENT ASSETS
Cash and cash equivalents

Investment in equity securities, at fair value

Dividends receivable

Amounts due from a broker
TOTAL CURRENT ASSETS
TOTAL ASSETS

LIABILITIES
CURRENT LIABILITIES

Secunties sold, but not vet purchased,

at fair value

Dividends payable

Redemption payable

Amounts due to Manager

Performance fee payable

Acerued expenses and other labilities
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

UNITHOLDERS' EQUITY
Capital
Retained eamings
TOTAL CAPITAL
TOTAL UNITHOLDERS' EQUITY

TOTAL LIABILITIES and UNITHOLDERS®

EQUITY

Mumber of units issued
Met asset value per unit

The accompanying nofes are an integral part of these consolidated financial statements,
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2021 2020

JPY in JPY in

Motes Thousands Thousands
39,113 34800

5 11,170 Bl9R92
1.827 G670

B0, 449 50,482

1. 712559 1. 764,904

1,712550 1,764,904

5 AT613 303,103
209 213

- 5,008

10 5.174 5131
10 45,430 5271
7.911 7.553

438,937 416,279

438,937 416,279

3 68,263 TO2.095
05,359 66,530

1.273.622 1.348.625

1,273,622 1.348.625

1,712,559 1,764,904

56,820 T0.210

22,413 19,200
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SOL JAPAN FUNID
CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS

Year ended June 30, 2021

2021 2020
JPY JPY
MNole Thowsands Thousands
OPEREATING REVENULE
Dividends 7.971 13,453
Net realised gains and changes in nct
unreahised appreciation on investments 309 006 2442
TOTAL OFERATING REVENUE 316,977 OT.8E2
OPERATING EXPENSES
Management fecs 10 20,130 21,128
Admamistration fees 10 5,104 5.224
Trustes fees 10 1,276 1.306
Audit fees 4,730 4324
Dividend expenses 4,650 6,906
Stock loan fees 10 14,132 19453
Performance fee expense 4] 50,518 5832
Dividend withholding tax 1.221 2060
Miscellaneous expenses 8861 13,277
TOTAL OPERATING EXPENSES 110,642 79510
OPERATING NET PROFIT 206,335 18372
ORDINARY PROFIT 206,335 18372
MNET INCOME 25335 18372
Inerease on equalisation on cancellation of units® {24.259) {L651)
Retained earnings at the beginning of the year 646,530 677.147
Decrease in retained earnings / Equalisation on
cancellation of units®* (123.247) (47.338)
Retained carnings at the end of the vear T05.350 646,530
™

Met ineoms equalisation armmgaments applisable 1o redemption of wnits
% Sum of the excess of the redemption price apain the iatial issue prce of JPY 10,000 and net income squalisation

The accompanying noles are an mtegral part of these consolidated (inancial stalements,
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SOL JAPAN FUNID

CONSOLIDATED STATEMENT OF CHANGES IN UNITHOLDERS™ EQUITY

Year ended June 30, 2021

Total

IPY in

Thousands

As ot July 1, 20109 LAZZ006
Total comprehensive income for the vear 18,372
Redemption of redecmable units during the year ~ (101,763)
As at June 30, 2020 and July 1, 2020 1,348,625
Total comprehensive income for the vear 206,335
Redemption of redeemable unils during the year  (281.338)
As al June 30, 2021 1,273,622

The accompanying notes are an integral part of these consolidated financial statements,
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SOL JAPAN FUND
CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended June 30, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year
Adjustments for:
Purchase of investment in equity securitics,
at fair value
Proceeds from sale of investment in equily securitics,
at farr value
Met realized gains on investment in equity sccuntics,
at fair value
Met change in unrealised gains on investment
in equity securities, at fair value
Met change in operating assets and habilities:
(Increasc)'decrease in dividends receivable
(Increase)decrease in amounts duee from a broker
Increase {decrease) in dividends pavable
Increase/idecrease) in amounts due to manager
Increase in performance fee pavable
Increase {decrease) in acerued expenses and other liabilities

Net cash provided by operating activities
CASH FLOW FROM FINANCING ACTIVITIES

Payment on redemption of redeemable units
Met cash utihsed in financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of the year

CASH AND CASH EQUIVALENTS AT END OF YEAR
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2021 2020
JPY in JFY in
Thousands Thousands
206,335 18,372
(1,198, 735) (1.353.528)
1,503,001 1427718
(264,0097) (54,083)
(44,944 (30.359)
(1,15T) 3630
{207y 41598
506 {1,049
44 {200
40,159 4,321
358 (2}
240,599 56,328
{286,346) (99.783)
(286,340) (9. T83)
{45,747y (43.455)
B4 800 128,315
30113 84860

The accompanying notes are an integral pant of these consolidated financial statements,
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SOL JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2021

(1) General

SOL Japan Fund (the “Trust™) is 2 unit trust constituted by a trust deed dated May 20, 1999 made
hetween SPARN Orverseas Lid. as Manager and HSBC Trustee (Cayman) Limited as Trustee. The Trust
Dieed s governed by the laws of the Cayman Islands, The Trust is registercd under the Cayman Islands
Mutual Funds Act, The Trust commenced operations on May 24, 1999, and has a stated duration of 150
years from the date of the Trust Deed. In addition. the Manager may terminate the Trost 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 Memorandum dated March 13, 2015, the Manager and the Trustee have agread to extend the
life of the Trust for an additional 10 vear period,

The Manager of the Trust has mcorporated an intemational business company in the British Virgin
Izslands, 500 Japan Limited, which is wholly-owned by the Trustee on behalf of the Trust on October
26, 1998 and 1= used to hold 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 lo achieve the investment objectives of the Fund,
principally by wentifying and acquiring undervalued Japanese equities or derivative instruments and by
selling short overvalued, unattractive Japanese equitics. These long and shont positions may be totally
unrelated and uncorrelated because the investment approach is not intended to be an arbitrage stralegy.

The Investment Advisor for the Fund is SPARNX Asset Management Co., Lid. A Prime Broker agreement
hias been entered into between SOL Japan Limited and Goldman Sachs International,

The accounting principles used in the preparation of consolidated financial statements have been the
accounting principles gencrally accepted in Japan since the financial vear ended June 30, 2007,
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINAMNCIAL STATEMENTS
June 30, 2021

(2) Significant Accounting Policies

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

The notes to the consolidated financial statements  include
information which is not required under Japan GAAP but is
presented  herein as additional  information.  Certain
reclassifications have been made to present the accompanying
consolidated financial siatements in a Format which 1s familiar to
readers outside Japan,

2.2 Consolidated range Mumber of consolidated subsidiary: 1
Mame of the consolidated subsidiary: SOL Japan Limited
2.3 Principle of The consolidated [inancial statements inclede the financial
consolidation statements of the Trust and s subsidiary. All signaficant
intercompany accounts and fransactions have been eliminated on
consolidation.

2.4 The valuation basis and
the valuation method of et purchased, at fair value
securities

Equity securities (including securitics sold, but not yet purchased)
are measured al fair value on an average cost method. Listed
securities are valued at their last traded prices on the valuation date
where the stock exchange in question closes on'or before the
valuation point on the relevant valuation date, or, if such stock
exchange closes afler the valuation point on the relevant valuation
date, by reference to the last traded price as at close of business on
the stock exchange immediately prior to the relevant valuation
date, If no such last traded price is available, the securities arc
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 securities where the bid and offer prices or price quotations
are not readily available, their values are determined by the

Manager,

During the yvear, there have been no secunities held by the Fund
where the price gquotations were not readily avanlable.

2.5 The valuation basis and Index oplions

the evalwation method The Fund records its derivative activities on a mark-to-market
of derivatives basis, Market values are determined by using quoted market
prices.
9

59/128



EDINETOOOO
0000000 DO000O00O0oOdnEL4915)
Ooooooooooooooooooad

SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2021

(2) Significant Accounting Policies (continued )

Futures contracts are valied at the scttlement 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, Unrcalised appreciation or
depreciation of investments in securities are included in the net
asset value at 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 earmings,
2.7 Cash and cash Cash and cash equivalents include amounts due from banks and
equivalents interest bearing deposits with onginal maturities of three months

or less, Cash at bank 15 carmied at cost,

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

withholding  taxes, which are disclosed separately  in the

eonsolidated statement of operations and retained eamings.

1.9 Foreign currency Transactions in foreign currencies other than the functional

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

(3) Capital Transactions

As at June 30, X121 As at June 30, 2020
1. Outstanding Units Number of Units Number of Lnits
Beginning of vear 70,210 75,487
Subscriptions - -
Redemptions (13.384) (5.277)
End of year 56,826 70,210
2, Capital® JPY s 5 JPY in Thousands
Beginning of year 02095 754,800
Subseriplions - -
Redemplions (133.%32) (52.774)
End of year 568,263 TO2 (95
*Dieemed as JPY 10,000 per unit (initial offer price)

10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2021

(4) Distributions

Mo distribution was paid or payable during the vear ended June 30, 2021 (2020: Mil).

The palicy of the Fund is to accumulate income. It 15 not proposed to make any distribufion 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.

(%) Financial instruments

A1, Qualitative information about financial instruments

Diesenption

I} Policies and objectives for using
financial instruments

The Fund is a Cavman Islands unit trust registered as a
regulated mutual fund. The investment objectives are set out
in the Placing Memorandum and the Trust Dieed.

Iy Types and risks of financial
instruments

i. Tvpes of financial instmements

The types of financial instruments which were mvested n
the Fund during the year ended June 30, 2021 were as
follows:

* Securities

The hist of the securtties held as at June 30, 2021 15 shown
in the “Unaudited Schedule of Investments™,

* Derivative instruments
Derivatives instruments are wtilised to implement the
Fund’s investment strategies. There were no derivatives
held as at June 30, 2021,

* Cash and cash equivalents

i, Risks of financial instruments
The Fund’s activity exposes it to the following risks,

A) Market Risk

- Price Risk

- Interest Rate Risk

- Foreign Currency Risk
B} Liguidity Risk
C) Credit Risk

Iy Risk management systems

The Investment Advisor secks to mitigate the nsks m the
Fund in its daily risk management process. The risk
management team of the Investment Advisor is in charge of
momtormg rsk.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2021

(5) Financial instruments {continued)

S 1. Qualitative information about Onancial instruments (continued y

Diescniption

IV) Supplemental remarks for the
valuatwon of financial
nslruments

The assets of the Fund are valued based on the value of the
investments quoted on any market. If there are no price
quotations available for an mvestment valuation, it s
caleulated based on the price reasonably assessed. In this
case, if another method of valuation is used, the price may
be different. Contract price of denvalives ransactions 15 not
an indication of the market risk exposure of the derivative
transactions  as  disclosed in Note 6 Denivatives
Transactions.

S2. Market values of the linancial instruments

Deseription

I} Amount on the balance sheet,
miarket values and the
differences

As a principle, all financial instruments that are held by the
Fund are valued at their market prices, and there are no
differences  between the amount on the consolidated
balanee sheet and the market values,

M} The valuation method

i, Securitics
The valuation method of securitics 15 described in *(2)
Significant Accounting Policies 2.4, The valuation basis
and the valuation method of securitics™,

il. Dervative instruments
The wvaluation methed of dervative mstruments  is
described in *{2) Significant Accounting Policies 2.5,
The wvaluatiom basis and the evaluation method of
dervatives",

iii. Other financial instrements
Other financial instruments are valwed at their book
prices,
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SOL JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2021

(3) Financial instruments (continued )

5 3. Note to the Investment in Securities

Fair value Unrealised gain
as al Jume 30, 2021 as al June 30, 2021
Description (JPY in Thousands) (JPY in Thousands)
Commaon stocks 811,170 193,893
Total B11.170 193 893
Secunties sold, but not vel purchased
= Common stocks (3T9.613) 19014
Total (379.613) 19.014
Fair value Unrealised gain
as at June 30, 2020 as at June 30, 2020
Deseription {JPY in Thousands) (JPY in Thousands)
Common stocks 219,392 1400, 65005
Total 19,892 140,606
Secuntics sold, but not vel purchased
— Common stocks (393.103) 27,355
Total {393,103) 27,355

(6)  Investment in Derivatives Contracts

In the normal course of business, the Fund enlers inlo transactions involving derivalive financial
instruments in connection with its investing activitics, The Fund does not hold any derivative contracts
as at June 30, 2021, Typically, derivative contracts serve as components of the Fund’s investment
sirategies and are ulilised primarily to struciure investments to enhance performance of the Fund.

The derivative contracts are subject to various risks similar to non-derivative instruments, including
markel, 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 nvestments for mcome
presentation purposcs,

There were no open future contracts as at June 30, 2021 and 2020
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2021

{73 Per Unit Information

s Al 20 As at June 30, 2020
Met Asset Value Per Unit TPY22.413 TP 19,209

(%) Financial Instruments with OIT-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 amounis
receivable or pavable for secunties transactions that had not settled at the consolidated balance sheat
date, Securifics transactions of the Fund are usually cleared by Goldman Sachs International, pursuant
to a prime brokerage agreement under which substantially all of iz assets are held by this broker as
security for the Fund s stock-bormowing and financing amangements.

As at June 30, 2021, the amounts due from broker amounted to JPY 380,947,600 (2020: 390.304,750)
was restricted until the short positions were closed out. The remaining balance of JPY 479,501,136 (2020:
JPY469,176.785), which comprised of amounts dug from Prime Broker amounting to JPY 486,775,467
(2020: TPY 469,176, 785) net of amounts due to Pnme Broker amounting to JPY7274,331 (2020:
JPYMIl), was not restricted as to withdrawal or usage. At June 30, 2021 and 2020, all of the investments
in securitics were held and pledged to secure the positions in secunitics sold, but not yvet purchased at the
Prime Broker,

Securitics sold, but not vet purchased (a “shont sale”™) are recorded as liabilitics on the consolidated
halance 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 docs not already have the securitics 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 sheel.

At June 30, 2021 and 2020 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 nsk is mitigated as
the Fund deals with reputable global banks and brokerages with excellent credit ratings: Goldman Sachs
International — A1 {2020: A1) and The Hongkong and Shangha Banking Corporation Lid — Aa3 {2020:
Aad), (source: Moady's),

% Related Party Transactions
The Fund s managed by SPARX Overseas Lid.. a company incorperated in Bermuda, SPARX Overseas
Lid. is responsible, subject o the policies and controls of the Trustee, for the investment of the Fund's
assets. The Manager has appointed SPARX Asset Management Cao., Lid to act as Investment Advisor.
Details of the fees, to which SPARN Overseas Lid. as Manager and HSBC Trustee (Cayman) Limited

as Trustee and Admimistrator are entitled. are provided in Mote 10 to the consolidated financial
statements,
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SOL JAPAN FUND
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2021

(10) Fees

Administration lees

HEBC Trustes (Cayman ) Limited, is entitled to receive an annual administration fee of 00 1% per annum
of the Fund's gross asset value, subject to a mimimum monthly fee of USS4,000, accrued on cach
valuation day and pavable monthlv in arrears,

During the year ended June 30, 2021, the admmisiration fee amounted fo JPYS5, 103 830 (2020
JPY5,223,934) of which TPYATE 227 (2020 JPY451,066) was pavable at June 30, 2021,

Management fees

The Manager is entitled to receive a fee at an annual rate of 1.5% of the net asset value of the Fund
acerued on and caleulated as at cach relevant valuation day and pavable quarterly in arrears, The
Manager is responsible for the payment of the investment advisory fees to the Investment Advisor,
SPARX Assel Management Co., Lid., oul of its fees received from the Fund.

During the vear ended June 30, 2021, the management fee amounted to JTPY20, 149927 (20240
JPY 21,127, 850) of which JPY5, 174,169 (2020: JPY5,130,4%) was pavable at June 30, 2021,

Performance fees

The Manager 15 also entitled to a performance fee pavable annually in arrears on or as soon as practical
after the last valuation day in cach financial year, The fee shall be equal to 20% of the increase during
the course of a financial vear in the realisation price per unit as at the last valuation day in each finaneial
vear (disregarding any acerual for the performance fee and before any rounding adjustment) over the
highest realisation price per unit (after any performance fee but before any rounding adjustment ) attained
as at the last valuation day in any previous financial year in respect of which a performance fee shall
have been paid, or, for the first financial vear, the increase over the initial offer price of TPY 10,0400
multiplicd by the number of units in issue as at the last valuation day in the relevant financial year.

An accrual in respect of the performance fee shall be made in calculating the net asset value per unit on
cach 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 oul of the Fund.

Durng the year ended June 30, 2021, the performance fee amounted fo TPYS0,518.406 (2020:
JPY5,832,137) of which JPY 45,430,343 (2020: IPY5.271.339) was payable at June 30, 2021,

Trustee fees

HEBC Trustee (Cayman) Limited s entitled to receive an annual safekeeping and services fee of
1/855,000 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)
Limiled, the trustee’s agent, acerued on each valuation day and payable monthly in arrears, subject 1o a
minimum moenthly fee of USS1,004,

During the year ended June 30, 2021, the trustee fee amounted to JPY 1275955 (2020: JPY1,305,985)
of which JPY 119,556 (20200 JPY 112.917) was pavable at June 30, 2021, respectively.

HSBC Trustee (Cavman)y Limited s also entitled to reccive a transaction handling fee for cach
transaction executed by the Fund,
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SOL JAPAN FUND

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2021

(10} Fees (contimued )

Stock loan fees

Croldman Sachs Interational is entitled to receive a stock loan fee for lending of sceuritics 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 bomrowed from the Prime Broker. The stock loan fee incurred for 2021 was
JPY 14,131,674 (2020: IPY19.453.464), There was no stock loan fee payable as at June 30, 2021 and
2020,

(11} Subsequent Events
The financial statements have been prepared based wpon conditions existing at 30 June 2021 and
considering those events ocourring subsequent to that date, the Fund recorded subsenptions and

redemptions amounting to JPY 1,500,000 and JPY 10,311,182, respectively, Mo adjustments have been
made 1o financial stalements as al 30 June 2021 for the impacts of COVI=19
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INVESTMENTS
June 30, 2021

Investment in equity securities (as at June 30, 2021)
Common stock

Japan
Fair Value
. . PerUnit | Amount | oo
Diescription Holdings — Met
(TPY) ) (JPY Asgels
Thousands )
AudiosVideo Products
Sony Group Comp T 10815 7571 .59
Automotive - Cars & L1 Trucks
Subaru Comp £, 0 2192 15,121 1.19
Chemicals - Diversified
| KNC Laboratorics Co Lid 2,200 1.334 2,933 023
Commercial Service' Financial
GMO Payment Gateway Ine L] 14.470 11,575 0.91
Communications Software
Chatwork Co Lid 22,800 1.0FK 24,980 1.5
Com puter Services
Oro Co Lid 9600 3.950 37,920 298
WingArelst Inc 3,900 2270 2853 .65
Consulting Services
Plus Alpha Consulting Co Lid b, 000 2822 16,932 1.33
Cosmetics & Toiletries
I-ME Cor Lid 6,200 3670 35,154 2. 70
Diversified Banking Inst
Mitsubishi UFJ Financial Group Inc 40,100 Gl 24,004 1.89
Diversified Minerals
Sumitomo hMetal Mining Co Lid 3,200 4,325 13,840 106
Electronic Com ponents - Miscellaneous
Murata Manufacturing Co Lid 4300 £.482 36473 2.86
Electronic Com ponents - Semiconduciors
QD Laser Ine 11,400 1.570 17,858 1.40
RS Technologies Co Ltd 1.300 3, 5410 8,502 .67
Sumco Corp 16,600 2725 45235 3.55
LT Group Co Ltd 12,700 3240 41,148 in
Enterprise Soltware / Services
Ricksofl Co Lid MK 2021 1.819 .14
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INWESTMENTS
June 30, 2021

Investment in equity securities (as at June 30, 202 1) (continued )
Common stock (continucd)

Japan
Fair Value .
Diescription Holdings Per Unit Amount .IE:.-:;
(IPY) ) (IPY Assels
Thousands )
Entertainment Software
Colv Inc 2100 4,740 9,954 078
Machine Tools & Related Products
MG Mo Co Lid 26, WH) 1,964 53,639 4,21
THE Co Litd i, 100 3.315 200221 1.59
Machinery - Electrical
Disco Corp 400 33,950 13,580 1.07
SMC Corp/Japan T 05,050 45,955 361
Medical - RBiomedical/Crene
Modalis Therapeutics Corp 3,800 1.735 i, 5503 052
Medical - Drugs
Daiichi Sankyo Co Lid 4.500 2,395 10,775 (L85
Medical - Nursing Homes
Amvis Holdings Inc 5,700 f.430 30,651 P
Medical Information Sysiems
TN Ime 4. 100 5.540 22714 1.78
Medical Labs & Testing Services
Peptillream Inc #.300 5,450 45,235 3,55
Medical Products
Colan Tette Co Lid Z00 1. 106} 330 (.03
Metal - Copper
Nippon Denkai Lid 2,200 26014 5,751 (.45
Real Estate Operating/ Development
Daibiru Corp 2900 1402 40605 032
Tokyu Fudosan Holdings Corp 61,300 358 40,948 3.21
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INVESTMENTS
June 30, 2021

Investment in equity securities (as at June 30, 202 1) (continued )
Common stock (continucd)

Japan
Fair Value
Per Unit Amount "oof
Dieseription Holdings rm - mu.n MNet

TEY (Y Assels

( ) Thousands )
Recreational Centers
Fast Fitness Japan Inc T A9 4,510 33,780 265
Ketail - Kestaurants
Giift Inc 23,100} 2524 58,304 4.58
Semiconductor Equipment
Tokyve Electron Lid GO0 48080 2,848 127
Wire & Cable PFroducts
Furukawa Electric Co Lid 2600 2,767 23,790 1.87
Total investments in equity securities
{cost JPY617.277,232) 211170 6369
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INWESTMENTS
June 30, 2021

Tatal securities sold, but not vet purchased (as at June 30, 2021)
Common stock

Japan
Fair Value
. . Per Unat Amount ‘“u:ﬂ-l‘
Diescription Holdings — Net
(IPY) . (JPY in Assets
Thousands )

Aeros pace/Defense - Equipment
Jamco Corp 4. (00 1.103 4.420 0.35
Appliances
Hoshizaki Corp M} 9,440 849 067

| Applications Software
Aplix Corp 20, 100 208 4.181 0.33
Hennge Kk 1,100 3,805 4185 0.33
Awtomotive - Cars & Lt Trucks
Mitsubishi Motors Comp 08,600 312 21,403 1.68
Missan Shatai Co Lid 8800 717 6,210 0,49
Batteries/Battery Svstems
(5 Yuasa Corp 2800 2835 7.938 (.62
Building - Residential ‘Commercial
DA Group Holdings Co Lid £, S 2,360 19,734 1.55
Commercial Banks Non-US
Seven Bank Lid 58,800 230 13,877 1.04
Commercial Services
Bengod.Com Inc 1,300} 9,720 12,630 0,95
Medley Inc 1. 7000 4800 8. 160 0,64
Computer Services
Tasuki Comp 24000 1.731 4,202 0,33
Computer Software
hakuake Inc 2,700 0,330 17.631 1.38
Cosmetics & Toiletries
KOSE Comp 404} 17,480 6,902 (.55
Shiscido Co Lid O a2.171 7,354 0,58
E-Commerce/Products
kitano Tatsujin Comp 12,600 494 6,224 0,49
E-Commerce/Services
BASE Inc i, 100 1689 10,303 0,81
Demag-Can Co Lid 6,300 1.548 0,752 0,76
kamakura Shinsho Ltd 7800 1006 7847 0,62

20
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SOL JAPAN FUND
UNAUDITED SCHEDULE OF INWESTMENTS

June 30, 2021

Total securities sold, but not vet purchased as at June 30, 2021) (continued)

Common stock (continued)
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Japan
Fair Value .
.. Per Unat Amount n:ul'
Dieseription Holdings - OPY n E:L}tz.
s Thousands) |

Electronic Componenis - Miscellaneous
CWE Corp 12,600 431 5.431 0,43
Electronic Connectors
Irise Electronics Co Litd 2500 5,360 13,400 1.05
Enterprise Software [ Services
Sun® Inc 24403 2,270 5448 0,43
Finance - Leasing Companies
Financial Products Group Co Lid &, 100} 742 4,520 0,36
Japan Investment Adviser Co Lid 2,700 1.494 4034 032
Tokvo Century Corp 21000 5,970 12,537 0,958
Cras - Distribution
Toho Gas Co Lid 1,500 5,440 9. 702 0.77
Machinery - General Industrial
Mitsubishi Heavy Industries Lid 3,30 3.269 10,788 0.85
Medical - Biom edicaliGene
Antes Ine 16, 100 894 14,393 1.13
Medical - Drugs
Fena Pharmaceutical Co Lid 3, (M 2,005 13,327 1.0k
Medical Labs & Testing Services
BrightPath Biotherapeutics Co Lid 12,200 192 2,342 0.18
Paper & Related Products
Mippon Paper Industries Co Lid 13200 1.244 16,421 1.2
Real Estate Management/ Services
Danto Trust Construction Co Lid 1,70} 12,150 H).635 152
Research & Development
Euglena Co Lid 3300 914 3016 0,24
Retail - Convenience Stores
Lawson Ine 2 400 5,140 12,336 097
Retail - Discount
Aeon Co Lid 4. 200} 2985 12,537 0,98

21
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SOL JAPAN FUND

UNAUDITED SCHEDULE OF INWESTMENTS

June 30, 2021

Total securities sold, but not vet purchased (as at June 30, 2021) (continued)

Common stock (continued)
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Japan
i !’air Value 6 of
Dieseription Holdings rer Ut .-\rnu::_rﬂ Met
(JPY) I e
Thousands )
Retail - Restauranis
Colowide Co Lid 3,300 1,981 0,537 0.51
Create Restawrants Holdings Inc 3.800 M2 5,200 0.42
Pepper Food Serviee Co Ltd 5900 475 2.803 0.x2
Textile - Apparel
Diescenie Lid 2300} 3085 7,119 .56
Therapeutics
Tella Inc B, 2000 221 1.8512 0.14
Tovs
Mintendo Co Lid 2000 fd 620 12,924 1.01
Total securities sold, but not vet purchased
(procesds JPY398.627.083) 3T9613 29.81

22
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2021 24 )

1,675,721,606

403,123,327

1,272,598,279

56,583

22,491
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2021 31 2020 31
2021 2020

1,403,054 159,485 1,773,816 201,630
3 172,632 19,623 141,047 16,033
10,031 1,140 2,010 228
651,251 74,028 470,188 53,446
6,615 752 6,615 752

4 12,154 1,382
2,255,737 256,410 2,393,676 272,089
4 25,825 2,936 142,173 16,161
965,312 109,727 616,127 70,035
991,137 112,663 758,300 86,196
5 1,562,000 177,553 1,562,000 177,553
(297,400) (33,805) 73,376 8,341
1,264,600 143,748 1,635,376 185,894
2,255,737 256,411 2,393,676 272,090
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2021 31 2020 31

2021 2020
698,450 79,393 847,695 96,357
754,389 85,751 460,810 52,380
2,496,486 283,776 1,978,847 224,936
103 12 4,940 562
62,244 7,075
3,949,428 448,932 3,354,536 381,310
4A,D 400,606 45,537 537,200 61,064
4B 2,669,254 303,414 2,138,019 243,029
4c 678,290 77,101 389,383 44,261
4E 37,772 4,294 36,724 4,174
4F 1,043 119 47,340 5,381
46 406,855 46,247 506,621 57,588
52,873 6,010 42,747 4,859
10,111 1,149

73,511 8,356

4,320,204 491,078 3,708,145 421,505
(370,776) (42,146) (353,609) (40,195)
(370,776) (42,146) (353,609) (40,195)
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2021 31 2020 31
1,562,000 177,553 6,426,985 730,555 7,988,985 908,108
(353,609) (40,195)  (353,609) (40,195)
(6,000,000)  (682,019) (6,000,000)  (682,019)
1,562,000 177,553 73,376 8,341 1,635,376 185,894
(370,776) (42,146)  (370,776) (42,146)
1,562,000 177,553 (297,400)  (33,805) 1,264,600 143,748
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2021 31 2020 31
2021 2020

(370,776) (42,146) (353,609) (40,195)
(31,585) (3,590) 563,614 64,066
(8,021) (912) (2,010) (228)
(181,063) (20,582) (44,574) (5,067)

(12,154) (1,382)
(116,348) (13,225) (491,451) (55,863)
349,185 39,692 156,005 17,733
(370,762) (42,145) (172,025) (19,554)
6 (6,000,000) (682,020)
(6,000,000) (682,020)
(370,762) (42,145)  (6,172,025) (701,574)
1,773,816 201,630 7,945,841 903,204
1,403,054 159,485 1,773,816 201,630
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606
2020
2019 12 15
2018-13
2021 2020
698,450 847,695
754,389 460,810
1,452,839 1,308,505
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2020 88,788
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2020 18,342

31
2020 31

2008
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2008

2020 36,724
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2020

(537,200)
(83,613)
(338,691)
(36,724)
(47,340)

(307,180)

(142,173)

2021
(400,606)
(77,550)
(485,383)
(37,772)
(1,043)
(309,600)
(A,B,C,E) 12,154
(A,B,C,D,EF, (25,825)
400,606 2020 529,598
31 77,550 2020 83,613
485,383 2020 338,691
2020 7,602
2021 31
9,033 2020 9,190
1,043 2020 47,340
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309,600 2020 307,180 25,720
2021 2020
1,562,000 1,562,000
2021 2020
6,000,000
1966
740

50
50
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SPARX Overseas Ltd.

Statement of Assets and Liabilifies
As of March 31, 2021 and 2020

(exprassed in U.S. doliars)

Motes 2021 2020
uss uss

Assets
Current assets
Cash and cash eguivalents 1,403,054 1,773 816
Management feas recaivable 3 172832 141,047
Incantive lees receivable 3 10,051 2010
Digtribution fees recaivable B51,251 470, 168
Prepaid expenses 6,615 6615
Due from a fellow subsidiary 4 12,154 -
Tolal assets 2,255,727 2,393 876
Liabilities
Current llabilities
Due o fellow subsidiaries 4 25,825 142 173
Accounts payable and accrued expenses 965,312 G116 127
Total liabilitios 981,137 758,300
Shareholder's equity
Share capital & 1,552,000 1,562 000
Reta'ned eamings { 287.400) 73,376
Tetal shareholder's equity 1,264 600 1,635 376
Total liablities and sharehalder's equity 2255 737 2.383 675

Approved by the Board of Directors

/%ﬂi% h’*{-.
i

Cirector

The accompanying nates are an integral part of these financial staterments

2
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SPARX Overseas Ltd.
Statement of Operations
For the years ended March 31, 2021 and 20220

{expressed in U.S. dollars)

Motes 2021 2020
uss uss

Revenua
hManagement fees 3 385, 450 B47T 595
Incentive fees 3 754,389 450,810
Distribution fees revenue 2,496 485 1,878,847
Cther income 103 4,940
Gain on foreign exchange - 52 244
Tolal revenue 3,845 428 3354 536
Expensas
Advisory fees 44D 400,606 537,200
Distribution fees 4B 2,660,254 2138.M%
Discretionary investment fees 4C B758,290 380 383
Delegated services 4E 37 TT2 36,724
Sendce fees 4F 1,043 47 340
Professicnal fees 4G 405,855 506.621
General and administrative expenses 52873 42 747
Directors’ fees - 10,111
Less on foreign exchange 73511 -
Tolal expenses 4,320,204 3,708,145
Net loss from operations { 370776} {  353,600)
Other comprehensive income - -
Total comprehensive income {  370378) { 353.600)

The accompanying notes 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, 2021 and 2020

{expressed in U.S. dollars)

At April 1, 2019
Met loss from operations

Dividend

At March 31, 2020 and
April 1, 2020

Met loss from operations

At March 31, 2021

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

4

Share
capital
({mote 5)

uss

1,562,000

1,582,000

1,562,000
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Total

Retained shareholder's
earmnings equity
Uss Uss
6,426,285 7,988 285
( 353.608) {  353,609)
{ 6,000,000 {_6,000,000)
73,376 1,635,376

{ 370.776) [ 3F0.776)
{297 .400) 1,264,800




SPARX Overseas Ltd.
Statement of Cash Flows
For the years ended March 31, 2021 and 2020

{expressed in U.S. dollars)

Cash flows from operating activities
Met loss from operations for the year
Changes in working capital:
(Increase)decrease in management fees receivable
Increase in incentive fees receivable
Increase in distribution fees receivable
Increase in due from fellow subsidiary
Decrease in due to fellow subsidiaries
Increase in accounts payable
and accrued expenses

Met cash flows used in operating aclivities

Cash flows from financing activities
Dividend paid

Met cash flows used in financing adivities

Net decrease in cash and cash
equivalents during the year
Cash and cash equivalents - beginning of year

Cash and cash equivalents - and of year

Mote

EDINETOOOO
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2021 2020

uss uss

{ 370,778) {  353.609)

{31585 563614

{ 8,021) { 2,010

{ 181,063) { 44 574)

{  12154) -

{ 116,348) {491,451}

349,185 156 005

{ 370, 782) { 172,025)

- { 6,000,000

5 {_6,000.000)

{ 370,762) { B,172,025)

1,773.816 7.945,841
1,403 054

1,773,816

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

5
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SPARX Overseas Ltd.
MNotes to Financial Statements
For the years ended March 31, 2021 and 2020

{expressed in U.S. dollars)

1. Qrganization

SPARX Qverseas Ltd. (the "Company”) was incorporated on December 8, 1996 under the laws of
Bermuda to provide investment management senices and distribution services to various investment
companies.

The Company was a wholly-owned subsidiary of SPARX International, Ltd. ("SIL"), a company
registered in the UK. on April 1, 2005 unlil September 3, 2009, when Sil's shareholding 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 Company’s financial staltements have been prepared in accordance with accounting principles
generally accepted in the United States of America ("US GAAP™) and are stated in United States
Dollars. The following is a 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 convention. These
financial statements are presented in United States Dollars ("USS") or ("USD™) and all values
are rounded to the nearest dollar except when othersise 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 bo other mutual funds and pay dividends
that reflective of short-term interest rate,

{c}) Management, incentive and dstribution fees
Management, incentive and disgtrbulion fees sarmed from investment companies are reconded
on an accrual basis, pursuant to management, imvestment and distnbution agresments,

{d) Foreign currency translation

As=ets and liabilities denominated in foreign currencies are translated into United States dollars
("5") 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 arising on translation of foreign entities are recorded in
accumulated cther comprehensive income. Gains and losses anising from translation of other
assets and liabilties denominated in foreign cumencies are recorded in the statement of
operations.

(e} Use of estimates
The preparation of financial statements in conformity with generally accepted accounting
prnciples in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and labilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported am ounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.
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SPARX Overseas Ltd.
Motes to Financial Statements
For the years ended March 31, 2021 and 20220

{expressed in U.S. dollars)

2, Summary of significant accounting policies (continued)
(1 New and amended accounting standards

In May 2014, the FASE issued ASU 2014-09 Revenue from Contracts with Customers {Topic
G06) that supersedes virually all recognition guidance in US GAAP. The standard provides
accounting guidance for all revenue ansing from contracts with customers and affect all entities
that enter into contrads to provide goods or sendces to their customers {unless the contracts
arein the scope of other US GAAFP requirements, such as those for leases),

The standard estabishes a new five-step model to account for revenue ansing from contracts
with customers. Revenue is recagnised at an amount that reflects the consideration to which an
entity expects to be entitled in exchange for transferring goods or sendces to a customer. The
principles provide a more structured approach for measuring and recognising revenue. The
standard also introduces extensive qualitative and quantitative disclosure reguirements.

In June 2020, the FASE issued ASU 2020-05 Revenue from Contracts with Customers (Topic
B06) and Leases (Topic 842); Effedive Dates for Certain Entities. Based on the amendments,
certain entities thal have not vet issued financial statements or made financial statements
available for issuance as of June 3, 2020, shall apply the pending content for annwal reporting
periods beginning after December 15, 2019, As the Company meets the above criteria,
management has not yet implemented the ASU in the finangal statements in prior year,

The Company has adopted the modified refrospective approach in the current year. The
implementation of the ASL has no impact on the timing of the revenue recognition, the additional
disclosures on the nature, amount and timing from contracts with customers have described in
note 3 to the financial statements.

In August 2018, the FASHE issued ASL 2018-13 Disclosure Framework — Changes to the
Disclosure Requirements for Fair Value Measurement, which amends ASC 820, Fair Value
Measurement and Disclosures. ASL 2018-13 medifies the dizclosure requirements for fair value
measurements by removing, madifying, or adding certain disclosures.

ASU 2018-13 is effective for all entities for fiscal years beginning after December 15, 2018,
including interim periods therein. Eary adoption is permitted for any eiminated or madified
disclosures upon issuance of this ASU 2018-13, Management has implemented the ASU and
the implementation of ASU has noimpact on the financial statements disclosures.

(g) Recently issued accounting standards

There is no recently issued aceounting standards that the Company expect to have a material
impact on the financial statement.
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SPARX Overseas Ltd.
Motes to Financial Statements
For the years ended March 31, 2021 and 20220

{expressed in U.S. dollars)

3. Management and incentive fees

2021 2020

uss uss

Management fees GE8, 450 847 585
Incentive fees 754,389 460,810
1,452,838 1,308,505

The Company provides investiment management senices to various affiliated investment companies.
For its senvices, the Company receives management fees and incentive fees based on confractual
agreements. The management fees are based on the net asset value of the funds under management.
Incentive fees are based on the perfformance of the funds under management.

The performance obligation of investment management serdces is satisfied over time as sendces are
rendered and payment due date is according to the terms and conditions of the agreements.
4. Related party transactions

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

2021 2020
uss uss
Statement of operations items
Advisory fees charged by fellow subsidiaries (A, D) { 400,506) {  537,200)
Distribution fees charged by a fellow subsidiary (B) { 77.550) { 83.613)
Discretionary investment fees charged by a fellow subsidiary (C) {  485383) { 338.691)
Delegated serdces charged by a fellow subsidiary (E) { IFIT) i 36.724)
Service fees charged by a fellow subsidiary (F) { 1,043) { 47,340)
Professional fees charged by a fallow subsidiary (G) { 309.600) {  307.180)
Statement of assels and labikbes tems
Due from a fellow subsidiary (A, B, C, E} 12,154 -
Due to feliow subsidiary (A. B, C, D, E, F, G) i 25825) { 142,173)

A, Adwvisory services are provided by SPARX Asset Mamagement Co., Ltd. ("SAM"), an affiliated
company registéred in Japan. The advisory fees charged are based on a percentage of the
revenue earmed by the Company, For the year ended March 31, 2021, adwvisory fees of 5400,606
(2020 $526,598) were eamed by SAM of which §41.012 was prepaid {2020 $88.788 was
payable) at the year end.

B. Distribution services are provided by SAM. These fees are based on a percentage of monthly net

azseld valie of investes funds. For the year ended March 31, 2021, distabution fees of $77 550
{2020 $83,613) were incurred, of which $19,825 (2020: 5$18,342) was payable at the year end.
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SPARX Overseas Ltd.
Motes to Financial Statements
For the years ended March 31, 2021 and 20220

{expressed in U.S. dollars)

4. Refated party transactions (continued)

C. Discretionary imvesiment fees have incuded incentive fees which are based on a percentage of
the revenue eamed by the Company and were paid to SAM. For the year ended Mareh 31, 2021,
fee of 5485, 383 (2020: $338,681) were incurmed for SAM. Mo amount was outstanding as at March
31, 2021 and March 31, 2020

D. Im 2008, SOL entered into an advisory fee agreement with SPARX Asset Management Kerea Co.,
Ltd. ("SAMK"). The advizory fees are charged based on a percentage of revenue eamed by the
Company. Forthe year ended March 31, 2021, advisory fees of SNl (2020: §7 602) were earmed
by SAME, of which SMil {2020: nil) was payable at the year end.

E. From April 1, 2002, the Company has delegated cerdain communication services to SAM, These
senvices include translation and distribution of documents in Japan and communication with
distributors, The delegated service fees are basad on costs and expenses incurred by SAM and
are billed quarterly. For the year ended March 31, 2021, the delegated service fee totaled 537,772
{2020: $36,724) of which $9,033 (2020: $9,190) was payable at the year end,

F. From May 1, 2015, the Company engaged SPARX Asia Investment Advisor Limited ("SAIA") to
provide certain dient services in relation to the funds managed by the Company. For the year
ended March 31, 2021, the service fee totaled 51,043 (2020; 547 .340) of which 5105 (2020: 547)
was payable at the year end.

G. On December 1, 2010, the Company entered into an agreement with SAIA to provide general
adminigrabion and technical support bo the Company. For the year ended Mareh 31, 2021, the
fees totaled $309,600 (2020: $307,180) of which $25.720 (2020: $25,806) was payable at the
year end.

5. Share capital

2021 2020
uss uss

Authorized, issued and fully paid:
1,562,000 (2020: 1,562 000) shares of par value U531 each 1,562,000 1,562,000

6. Dividends

2021 2020
uss uss
Mil (2020; US53.84) per share - 5,000,000
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SPARX Overseas Ltd.
Motes to Financial Statements
For the years ended March 31, 2021 and 20220

{expressed in U.S. dollars)

T. Guarantees

In the normal course of operations the Company enters into contracis which provide general
indemnifications. The Company's maximum exposure under these arrangements is unknown, as this
wiould involve future claims that may be made against the Company that have not yel occunred.
Hewever, the Company has not had prier claims or losses pursuant to 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 ime, no income, profit, capial 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 enacted in Bermuda, the Company has received an undertaking from the Minister of
Finance of Bermuda, under the Exempted Undertakings Tax Protection Act, 1966 exempling the
Company from all such taxes until March 31, 2035,

The Company adheres to the provisions of ASC 740, Accourting for Uncertamty in fncome Taxes
which provides guidance for how uncerdain tax positions should be recognized, measured, presented
and disclosed in the finandial statements, ASC 740 requires the evaluation of tax positions taken or
expecied to be taken by the Company 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 8 "more likely-than-not™ threshold would be recorded as a tax expense, inclusive of interest
and penalties, If any, in the statement of operations.

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 finandal
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 found to have a tax liability
that has nol been recorded in the accompanying financial statements. Also, management's
conclusions regarding the uncertainty in income taxes may be subjedt o review and adjustment at a
later date based on factors including, but not Bmited to, futher implementation guidance, and on-going
analyses of tax laws, regulations and interpretations thereof,

a. Subsequent events
In accordance with ASC 85510, Subsequent Events, management has evaluated subsequent events
through 11 October 2021, the date the financial statements were issued.

10.  Approval of the financial statements

The financial slatements were approved and authorized for issue by the board of the directors on 11
Cetober 2021,

10
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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, 2021, and the consolidated statement of operations and
retained earnings, consolidated statement of changes in unitholders® equity and consolidated statement
of cash flows 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, 2021, 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 (ISAs). 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.

Grand Cayman, Cayman Islands
11 November 2021
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INDEPENDENT AUDITOR'S REPORT
To the Board of Directors of SPARX Overseas Ltd.

We have audited the accompanying financia statements of SPARX Overseas Ltd. (the
“Company”), which comprise the statement of assets and liabilities as of March 31, 2021 and
2020, 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; thisincludes 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 isto 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
disclosuresin 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, 2021 and 2020, 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 & Y oung
11 OCT 2021
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