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AIR WATER Releases the Investigation Report of the Special
Investigating Committee, Revised Financial Forecast, Etc.—
Limited Impact on the Rating, but Future Developments to
Be Closely Watched

The following is Japan Credit Rating Agency, Ltd. (JCR)’s opinion on the announcement by AIR WATER
INC. (security code: 4088) on the results of the Special Investigating Committee’s investigation, financial
results for the six months ended September 2025 and the revision of the full-year financial forecast.

(1) AIR WATER INC. (the “Company”) released on February 13 the investigation report (as of February
9, 2026) of a Special Investigating Committee composed of external experts (the “Committee”). The
report details the findings of the investigation conducted by the Committee, which was established
on October 9, 2025 following the successive uncovering of inappropriate accounting practices at the
Company and several consolidated subsidiaries since July 2025. According to the report and other
sources, the Committee identified inappropriate practices, including the overstatement of inventory
and deferral of asset impairment losses at the Company and 36 group companies, as well as the
overstatement of revenue and operating profit by 66.7 billion yen and 20.9 billion yen, respectively,
over the six years from the fiscal year ended March 2020 (FY2019) to FY2024. In response, the
Company has revised equity attributable to owners of parent as of the end of FY2024 to 472.9 billion
yen from 517.1 billion yen. Moreover, financial results for the six months ended September 2025,
which were released on the same date, include an operating loss of 5.4 billion yen, turning negative
from an operating profit of 27.6 billion yen a year before due to such factors as the impairment of
property, plant and equipment and goodwill (not attributable to improper accounting practices),
business withdrawal and recognition of investigation-related costs; and interim losses attributable to
owners of the parent of 21.2 billion yen, as opposed to 17.2 billion yen in profit a year before.

(2) As regards inappropriate accounting practices, the involvement of top management and members of
the management team, including former chairman and CEO, was recognized, and “a corporate
culture prioritizing the achievement of performance targets above all else and top-down
organizational management,” “underdeveloped accounting and administrative functions coupled with
ineffective internal control systems” and “low accounting literacy and a lack of the ethical standards
required for a listed corporate group” were cited as the causes of such practices. To prevent
recurrence, the Company intends to take such measures as the reform of corporate culture and
governance enhancement, and JCR will watch their implementation and effectiveness. As financial
impacts, the decrease in equity capital, i.e. the amount of cumulative impact from retrospective
adjustments for prior years, is insignificant, and the Company's actual earnings capacity remains
largely unchanged when excluding one-off factors such as inventory valuation losses and impairment
of fixed assets, etc. Hence, JCR has concluded that there is no immediate need to revise the rating.
On a separate note, the Committee’s investigation is incomplete in some areas, and thus there is a
possibility that the Company will incur additional losses and/or revise financial figures for prior years.
JCR will pay close attention to the Commiittee’s final report and trends in financial results for the third
quarter of FY2025 and beyond.

Takeshi Fujita, Naoki Muramatsu
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Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. However, because of the possibility of human or mechanical error as well as other factors,
JCR makes no representation or warranty, express or implied, as to accuracy, results, adequacy, timeli compl S Or mer bility, or fitness for any particular purpose, with respect to any such
information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations
assumed by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments
are statements of opinion, and not statements of fact as to credit risk decisi or It dations regarding decisions to purct sell or hold any securities such as individual bonds or commercial paper.
The ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR receives a rating fee paid by issuers for
conducting rating services in principle. JCR retains all rights pertaining to this document, including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating
data, is prohibited, whether or not wholly or partly, without prior consent of JCR.

JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities.

JCR publishes its press releases regarding the rating actions both in Japanese and in English on the same day. In case that it takes time to translate rating rationale, JCR may publicize the summary version,
which will be replaced by the full translated version within three business days. (Regarding Structured Finance products, JCR only publicize the summary version in English.)
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