
������ ��������	
������	�
�	���
	
����
���	��	������������
���������
�������������� ��!"�#$%�&'&()*+"�,���-�����+�./�*+0�12�3�-0�+��



�� ���������	
���
�	�����������
����
����	���
��

����	�
����
	����	���
��

���������������
�
��	������� � �!��"#�$%&�'(')���*+,-.,-/�*+,/+0123-.2�41,3,5130�6-3-.7.,-/���

8
�

���9�
����:	�;
8��������������������������������������������������������������������������������������������������<�����	���
��

�=�����
��>

���������������������������������������������������������������������������������������������������?����	���
��

�����
�
����@������
��������������������������������������������������������������������������������������<A����	���
��

�����
�
����@����8�
>
�	�B
������
������������������������������������������������������������<C����	���
��

�����
�
����@��>��D
	����E
��9		
�	��������������������������������������������������������������<F����	���
��

�����
�
����@���	>�����	�������������������������������������������������������������������������������<G�E��
	�������	���
��

���������������
�
��	�����������������������������������������������������������������������A<��



 

Independent Auditor’s Report 
 

 

 

The Board of Directors 

Daiwa House Industry Co., Ltd. 

 

 

The Audit of the Consolidated Financial Statements 

Opinion 

We have audited the accompanying consolidated financial statements of Daiwa House Industry 

Co., Ltd. and its consolidated subsidiaries (the Group), which comprise the consolidated balance 

sheet as at March 31, 2025, and the consolidated statements of income, comprehensive income, 

changes in net assets, and cash flows for the year then ended, and notes to the consolidated 

financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material 

respects, the consolidated financial position of the Group as at March 31, 2025, and its 

consolidated financial performance and its consolidated cash flows for the year then ended in 

accordance with accounting principles generally accepted in Japan. 

 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our 

responsibilities under those standards are further described in the Auditor’s Responsibilities for the 

Audit of the Consolidated Financial Statements section of our report. We are independent of the 

Group in accordance with the ethical requirements that are relevant to our audit of the consolidated 

financial statements in Japan, and we have fulfilled our other ethical responsibilities in accordance 

with these requirements. We believe that the audit evidence we have obtained is sufficient and 

appropriate to provide a basis for our opinion. 

 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance 

in our audit of the consolidated financial statements of the current period. These matters were 

addressed in the context of the audit of the consolidated financial statements as a whole, and in 

forming the auditor’s opinion thereon, and we do not provide a separate opinion on these matters. 

  



 

Estimates of total construction costs for ordered contract transactions of which revenues are 

recognized based on the satisfaction of performance obligations over a certain period of time 

Description of Key Audit Matter Auditor’s Response 

As described in Note 1 (m) “Revenue 

recognition,” performance obligations related 

to ordered contract transactions in which 

contracts for construction work have been 

entered into with customers for single-family 

houses, rental housing, commercial facilities, 

business and corporate facilities and others 

are satisfied over a certain period of time and 

revenues are recognized based on the 

progress of satisfaction of the performance 

obligations (“progress”). This progress is 

estimated using the input method based on 

costs (percentage of costs incurred to total 

construction costs). Specifically, the amount 

of revenue to be recognized is determined 

using the following formula: 

Total construction revenue × progress (costs 

incurred ÷ total construction costs) 

As described in Note 1 (v) “Significant 

accounting estimates”, sales (including 

construction contracts in progress as at the 

end of the year) recorded for the year ended 

March 31, 2025 using the method of 

recognizing revenue based on the satisfaction 

of performance obligations over a certain 

period of time related to construction 

contracts amounted to ¥1,881,182 million 

($12,581,475 thousand)*. 

Total construction costs are estimated using 

execution budgets for each construction 

contract, and the execution budgets are 

formulated using cost items such as the 

quantity of construction materials, labor 

hours, and procurement unit price as 

assumptions. These cost items reflect specific 

factors such as the specifications and status of 

construction and external factors such as 

economic conditions and business 

environment and are aggregated according to 

construction type such as reinforced steel 

We mainly conducted the following audit 

procedures for the construction works that we 

selected based on quantitative and qualitative 

criteria including the construction progress 

standard abnormality detection tool** 

established in light of risks, in order to assess 

the reasonableness of the estimates of total 

construction costs for ordered contract 

transactions that were in progress as at the 

end of the year for which revenues were 

recognized based on the satisfaction of 

performance obligations over a certain period 

of time. 

** Construction progress standard 

abnormality detection tool 

A tool for detecting unusual trends in the 

progress of construction that applies a 

method of recognizing revenue based on 

the satisfaction of performance 

obligations over a certain period of time 

based on progress forecasted using 

machine learning. This tool also allows 

users to predict which construction 

projects may have total construction costs 

that exceed total construction revenue and 

detect unusual timing of costs occurrence. 

(1) Evaluation of internal controls 

We evaluated the design and the effectiveness 

of the following internal controls of the 

Group related to the estimates of total 

construction costs. 

･ We evaluated the internal controls that 

ensure the reliability of execution budgets, 

which are the basis of the estimates of total 

construction costs, requiring that such 

execution budgets are formulated by 

persons in charge of construction work 

with specialized knowledge through a 

detailed cumulative calculation based on 



 

construction, concrete construction, and 

electrical equipment construction. Of these 

cost items, construction costs for items not 

yet ordered that are material involves 

uncertainty since such costs may differ from 

the execution budget due to fluctuations in 

prices and the like at some point in the future 

and thus have a significant impact on 

progress. In addition, estimates of execution 

budgets for construction contracts having a 

long construction period and unique 

specifications are complex since there are 

wide range of cost items. 

Accordingly, we have determined estimates 

of total construction costs for ordered 

contract transactions in progress as at the end 

of the year for which revenues were 

recognized based on the progress of 

satisfaction of performance obligations over a 

certain period of time to be a key audit 

matter. 
 

construction drawings, quotations obtained 

from third parties, and others, and that the 

necessary approval for such execution 

budgets is obtained. 

･ We evaluated internal controls ensuring 

that the estimates of total construction 

costs are revised in a timely and 

appropriate manner according to the status 

of construction work, actual costs incurred, 

or instructions for changes in specification 

from customers. 

(2) Estimates of total construction costs 

We mainly conducted the following audit 

procedures in order to assess the 

appropriateness of estimates of total 

construction costs. 

<Consideration of estimation methods> 

･ We considered whether the execution 

budgets were prepared by aggregating data 

by construction type and considered 

whether the construction type related to the 

construction work was incorporated in the 

execution budgets by making inquiries of 

persons in charge. 

･ We considered whether the execution 

budgets contained any material and 

unusual adjustments for the purpose of 

reflecting future uncertainties. 

<Consideration of significant assumptions> 

･ We assessed whether construction costs for 

items not yet ordered, such as the quantity 

of construction materials, labor hours, and 

procurement unit price, were properly 

estimated by comparing the execution 

budgets to the quotations obtained from 

subcontractors, or the actual construction 

records in the past and actual purchase 

order records of similar construction works 

in progress. 

･ We made inquiries of the person in-charge 

of construction sites regarding the 

construction progress and the status of 

orders to subcontractors and considered 



 

whether there were any significant events 

requiring a revision of total construction 

costs. 

･ We inspected the documents for internal 

approvals of the revision of the estimates 

of the total construction costs and assessed 

whether the execution budgets were 

revised in a timely and appropriate manner 

according to the progress of construction 

works. 

･ We observed construction sites of certain 

construction works and assessed whether 

they are consistent with the progress of 

construction works and with the details of 

estimates of the total construction costs. 

<Consideration of data> 

･ We compared the construction costs for 

items that were already ordered to 

subcontractors to the supporting documents 

proving such orders, such as order 

acceptances, and considered the 

consistency between these costs and 

documents. 

 

Revenue recognition of real estate sales transactions to special purpose entities as the 

transferees 

Description of Key Audit Matter Auditor’s Response 

The Group is engaged in the real estate 

development business mainly involving rental 

housing, business facilities and commercial 

facilities and records revenue from sales of 

real estate to special purpose companies as 

defined in Paragraph 3 under Article 2 of 

“Act on Securitization of Assets” and entities 

engaged in similar businesses where changes 

in the nature of business are restricted 

(“special purpose entities”) as the transferees. 

During the year ended March 31, 2025, the 

Group recorded revenue from sales of real 

estate to special purpose entities, which is 

mainly included in net sales, in the amount of 

¥430,085 million ($2,876,441 thousand)* 

We mainly conducted the following 

procedures for certain transactions in which 

the sales transaction amount exceeded a 

quantitative threshold in order to assess 

revenue recognition for real estate sales 

transactions to special purpose entities as the 

transferees. 

･ In order to consider whether real estate was 

transferred at appropriate prices, we 

compared the prices with prices for real 

estate transactions in the same areas and 

real estate appraisals.  

･ In order to understand the entire 

transaction scheme, including the buyers, 



 

arising from sales of development properties. 

Revenue from sales of real estate to special 

purpose entities is recognized when the real 

estate has been transferred at an appropriate 

price and substantially all the risks and 

rewards of ownership of the real estate have 

been transferred. In general, the terms and 

conditions of real estate sales transactions are 

highly specific, and each transaction amount 

is material. In particular, when the transferees 

are special purpose entities, there is a risk that 

the real estate will not be transferred at an 

appropriate price since transferees differ in 

nature from ordinary counterparties, and 

transferors leverage this difference in nature 

to adjust real estate prices to be advantageous 

for them. In addition, in the event that the 

underlying transaction schemes between the 

transferee and transferor are complex and, if 

the Group retains certain continuing 

involvement, such as providing management 

services, granting repurchase options, sale 

and leaseback transactions or the partial 

holding of equity interest after the transfer of 

the real estate is completed, a material 

amount of revenue may be recognized even 

though substantially all of the risks and 

rewards of ownership of the real estate have 

not been transferred. 

Accordingly, we have determined revenue 

recognition for real estate sales transactions 

to special purpose entities to be a key audit 

matter. 

consider whether the transaction entails the 

continuing involvement of the Group, and 

assess the economic rationale of the 

transaction, we inspected related 

documents such as the request for approval 

and the minutes of the Board of Directors’ 

meetings and others and, when necessary, 

made inquiries of the responsible 

department. 

･ In order to assess whether there are any 

conditions that demonstrate continuing 

involvement (degree of risk) in relation to 

the transferred assets, we inspected related 

contracts such as sales contracts, 

investment contracts, and real estate 

management contracts and, when 

necessary, made inquiries of the 

responsible department. 

･ In order to assess the completion of the 

transfer of the assets, we inspected the 

evidence of cash receipts and certified 

copies of the real estate register in addition 

to the inspection of the certificate of 

transfer. 

* The translation of Japanese yen amounts into U.S. dollar amounts has been made on the basis 

described in Note 3 to the consolidated financial statements. 

 

Other Information 

Other information comprises the information included in disclosure documents that contain 

audited consolidated financial statements, but does not include the consolidated financial 

statements and our auditor’s report thereon. 

We have concluded that other information does not exist. Accordingly, we have not performed 

any work related to other information. 

 



 

Responsibilities of Management, the Corporate Auditor and the Board of Corporate 

Auditors for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these 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 

Group’s ability to continue as a going concern and disclosing, as required by accounting principles 

generally accepted in Japan, matters related to going concern. 

The Corporate Auditor and the Board of Corporate Auditors are responsible for overseeing the 

Group’s financial reporting process. 

 

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 

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 auditor’s 

report that includes our opinion. 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 auditing standards generally accepted in Japan, we exercise 

professional judgment and maintain professional skepticism throughout the audit. We also: 

・ Identify 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. 

・ Consider internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances for our risk assessments, while the purpose of the audit of 

the consolidated financial statements is not expressing an opinion on the effectiveness of the 

Group’s internal control. 

・ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management. 

・ 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 Group’s ability to continue as a going 

concern. If we conclude that a material uncertainty exists, we are required to draw attention 

in our auditor’s 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 auditor’s report. However, future events or conditions 

may cause the Group 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 in accordance 

with accounting principles generally accepted in Japan. 



 

・ Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding 

the financial information of the entities or business units within the Group as a basis for 

forming an opinion on the consolidated financial statements. We are responsible for the 

direction, supervision and review of the group audit. We remain solely responsible for our 

audit opinion. 

We communicate with the Corporate Auditor and the Board of Corporate Auditors 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. 

We also provide the Corporate Auditor and the Board of Corporate Auditors with a statement 

that we have complied with the ethical requirements regarding independence that are relevant to 

our audit of the consolidated financial statements in Japan, and to communicate with them all 

relationships and other matters that may reasonably be thought to bear on our independence, and 

where applicable, actions taken to eliminate threats or safeguards applied to reduce threats to an 

acceptable level. 

From the matters communicated with the Corporate Auditor and the Board of Corporate 

Auditors, we determine those matters that were of most significance in the audit of the 

consolidated financial statements of the current period and are therefore the key audit matters. 

We describe these matters in our auditor’s report unless law or regulation precludes public 

disclosure about the matter or when, in extremely rare circumstances, we determine that a matter 

should not be communicated in our report because the adverse consequences of doing so would 

reasonably be expected to outweigh the public interest benefits of such communication. 

 

Convenience Translation 

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to 

the year ended March 31, 2025 are presented solely for convenience. Our audit also included the 

translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such 

translation has been made on the basis described in Note 3 to the consolidated financial 

statements. 

 

Fee-related Information 

The fees for the audits of the financial statements of Daiwa House Industry Co., Ltd. and its 

subsidiaries and other services provided by us and other EY member firms for the year ended 

March 31, 2025 are 775 million yen and 47 million yen, respectively. 

 



 

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan 

Our firm and its designated engagement partners do not have any interest in the Group which is 

required to be disclosed pursuant to the provisions of the Certified Public Accountants Act of Japan. 

Ernst & Young ShinNihon LLC 

Osaka, Japan 

July 22, 2025 

Yasuhiro Takata 

Designated Engagement Partner 

Certified Public Accountant 

Satoshi Abe 

Designated Engagement Partner 

Certified Public Accountant 

Kenji Nakamura 

Designated Engagement Partner 

Certified Public Accountant 
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