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@onsolidated Financial Highlights

ITOCHU ENEX CO., LTD. and its Consolidated Subsidiaries

To show the trends, amounts under the Japanese GAAP and those under IFRSs are both presented for
certain years in this page.

Vision & Action The Company first adopted IFRSs for the consolidated financial statements for the fiscal year ended
March 31, 2014. The date of transition to IFRSs was April 1, 2012.

Itochu Enex Group

With the best partner for life and society—with Energy, with the Car, with the Home Years ended March 31
IFRS Japanese GAAP

—as our corporate philosophy, we have delivered petroleum products,

: Line item under IFRSs 2012* 2013 2014  Sineftemuncer 2012 2013 2014
liguefied petroleum gas (“LPG”) and other energy sources to customers nationwide for half P
Results of Operations [Millions of yen)
a century. Regardless of changes in energy or how it is delivered, we will deliver energy as Revenue ¥ 864589 ¥ 966 04k Net sales Y 1414161 ¥1430 746 ¥ 1506606

a partner for life and society as long as there are customers with energy needs. Under the Profit from operating activities 12,738 11,859 Operating income 8,973 13,726 13,439

Enex Group corporate philosophy, we aim to enrich people’s lives through our energy delivery Profit before tax 12234 13828 !Eggmg tbae)fg;eand 8.951 11498 14.158

business, and to be the Group of choice for customers and society. minority interests

Profit attributable to owners L o0 oaie oo oo oo
of the parent 6,470 7,119 Netincome 3,893 5,577 7,403

Financial Position at Year-End

Total assets 288,723 315,893 320,724 Total assets 305,053 323,747 330,292
Total equity 86,443 97,655 104,120 Total equity 96,090 106,531 112,682
Amounts per Share (Yen)
Earnings per share ’
(attributable to owners sNreatrl:-cgranseicper . . 65.52
of the parent): Basic '
Equity per share Net assets per 91161
(attributable to owners of the parent) : : : share : : :
Ratios (%)
ROE - 7.47 . 4.21 . 7.36
ROA** - 4.05 . 3.30 . 4.30
Shareholders’ equity ratio 29.06 28.31 . 30.62 . 31.19
For Reference
Number of employees 3,500 3,829 , 3,408 , 3,837
[Others, average number
of temporary employees] 2,130 2,195 , [1,944] , 2,127
S it ; " Profit from operating activities / Netincome ~ Total Assets and ROA Amounts per Share
> ; ; : : -: " % : , | e ' '_ gt 3 : I Totol assets - ﬁaertr}:]nc%sl‘ﬁ:;spzazﬁgfgggltca]bletoownersofthe parent (Basic) /
: = B o= = =T o -@--@- ROA -@- Equity per share attributable to owners of the parent /
- i ‘] ] =i g TTTT = : = e Net assets per share
i b N ] - i . 4 = : I I —= " - i A i : i (Millions of yen) (Millions of yen) (Yen)
v I~ i | __ " 2, 8 '> '_: e Nl ] 1 :3 i il rer. iy '_ £ : :_ “ .. A 3 H . -2 i L 13 726 13 439 315 893 320 72[. 323'747 330,292 911.61
Log 250 - s 28l i e - o = 3 e e et — = 15 LA AN o 11,859 288,723 -
e e T T PR - e = 2 : : : 837.69 826.68
,‘.:-".‘ i s | - I* N i '. 1 FRE A : ,- A % | . - % 791.42
. - : A T B P T il i VR IR AR JPREY ] o 8,973
X P N R N e A T A ¢ L PNV AT 1% fa 3! 57.26/6::00 .
; Cautlonary Statements Nl = '...a.. i i W “ a A T ’
Thre forwards lookmg sta!ements addressed in !hls repoff “suchas the outlook on the Company’s_future performance wereJudged appropriate by ; i ; ’
= the managementiof thé Company based g.n |nformat|on available at the time.of publigation. Please note:that agtuat results rqay differ, con5|derably from s ., e 34.22
P53 the current prolecllons_‘rfepend'lng qn ffuctuatlon; in exchangeTates markettrends, ecanoniic Circyimstances a{\d o‘her factors i , :_, o g i de 7 3
y }1 ‘ : ; ; X . ¥ . e SEns Fon e i5.h by . o " FY2012 FY2013 FY2011 FY2012 FY2013 FY2011* FY2012 FY2013 FY2011 FY2012 FY2013 FY2011* FY2012 FY2013 FY2011 FY2012 FY2013
¥ A : ‘L g ! £ 5. A i k) ot o2 = e IFRS Japanese GAAP IFRS Japanese GAAP IFRS Japanese GAAP
| : " e i . y iy { ! F o o - xS T 3 & . . * oy 3 3 3 - * The figures under IFRSs for 2012 represent the financial position as of April 1, 2012, the date of transition to IFRSs.
: S g » ot = J g ’ ey Y 3 2 FoEEC g ** ROA under IFRSs represents the ratio of profit before tax to total assets, and ROA under the Japanese GAAP represents the ratio of ordinary income to total assets.
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@ervice Flow of the ENEX Group

Flow of energies delivered by the ENEX Group to our customers

Oil-producing countries

Primary distributors, etc.

Storage and management The Group’s

A Al --
* LPG tank ©) € ) power plants
¢ Petroleum product tank / /
¢ Asphalt tank

8 @
@ @

LPG sales points

* Directly operated stores A
« Distributors Electronic power

¢ Auto gas stations e lh\:z’irmaégx\grer

hydraulic power
photovoltaic power
| >

Households _ Factori_es,
. . Gasoline Steam power business offices, etc.

N L) |
Restaurants, etc.

Kerosene
Photovoltaic power

e generation system
(E Gas oil % am
Car-Life Stations Residential fuel cells Households
(CS™3s) -
« Dealers’ CSs Electricity storage system

\. J

¢ Group companies’ CSs Fuel oil

H <— Asphalt G

H *1
Ships business

| | [II
A e [heating/cooling] Local bUIldIngS, etc.

Contracted primary

service*?

Roads, etc.

The Group’s

Factories, # heat supply centers
business offices, etc. \l

*1 Heat supply business supplies cold and hot water for air conditioning to office buildings and other multiple buildings from a heat source plant using pipes.

*2 Contracted primary (heating/cooling) service is a contract-based thermal storage service, under which heat source equipment is installed at individual buildings utilizing the
know-how of heat supply businesses.

*3 CSis an abbreviation for Car-Life Station, it refers to service stations providing multiple services provided by Itochu Enex.
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@iscal 2014 Business Plan

Against a background of dramatic changes in the business environment and uncertainties about the
future, for fiscal 2014 we formulated a single-fiscal year Group business plan instead of a 3- to 5-year
medium-term business plan.

Fiscal 2014 Business Plan

Fiscal 2014 is an important year for us as a step towards our transformation into a new Itochu Enex Group.

Under the keyword of “Moving!,” we will take an aggressive approach to the challenges for the future.

ng2014 Bj< 1.

Basic Policy

Amid dramatic changes in the environment surrounding the energy industry and increasingly diverse customers’ energy
needs, we will combine our capabilities in such areas as electric power, including petroleum and gas and renewable
energy, and propose to our customers energy that is optimal for them. In addition, we will work to cultivate businesses
that are peripheral to energy such as services related to households and cars, thus providing new value in the home and
car lives of our customers. In parallel, we will focus on overseas business and aim to be a new type of energy company.
In fiscal 2014, the Group will continue to realize sustainable growth under the theme of "Moving!”

Quantitative Targets (Outlook for consolidated results for fiscal 2014)

Total trading S
¥ 1 ,600.0 billion Operating income VA BC RS FTIIOON
. Profit attributable to
Rrofitlbeforeitax ¥ 1 38 billion owners of the parent ¥ 7'6 billion

* These targets have been formulated based on International Financial Reporting Standards (IFRS).

* Total trading transactions are presented in accordance with the Japanese accounting practices and represent the total amounts of transactions that the company and
its consolidated subsidiaries conducted as a party in contracts and for which they acted as an agent.

Priority Measures Business Structure and Segments

Transform the petroleum and gas business model m Home-Life Division

Create new businesses to obtain
new revenue sources ;
Further expand existing businesses through M&As -0 Car-Life Division

Develop business base and network for power S '°','.
and utility business Q" Power & Utility Division
Develop and cultivate overseas business -

—

—

" " Energy Trade Division
Upgrade "Enex DNA é

ITOCHU ENEX CO., LTD. Annual Report 2014
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Top Message

Corporate philosophy

The best partner for
life and society

—with Energy, with the Car, with the Home—

ITOCHU ENEX CO., LTD. Annual Report 2014

Field of business

Energy for all applications, whether
as a key component of social
infrastructure or as a means of
enriching people’s lives

( Moving2014 &))< |

The Itochu Enex Group moves ahead with the aim of
a new type of energy company.

In 2014, the world is changing and evolving at a rapid pace. We are now living in truly tumultuous times.
In addition, our towns and lifestyles are going through dramatic changes.

During the more than 50 years since its foundation in 1961, the ltochu Enex Group has delivered
petroleum products, LP gas and other energy sources as “the best partner for life and society.” In line
with changes in the times, the environment surrounding the energy industry and customers’ energy
needs are also going through rapid changes.

Initiatives for efficient use of fossil fuels for the realization of a low-carbon society and renewable
energy, which has a small burden on the environment, are recognized to have great potential as sources
of energy for the new era along with technological innovations. At the same time, since energy is part of
the social infrastructure, energy customers demand the ability to stably use energy with peace of mind.

In order to meet the diverse needs of customers, the Itochu Enex Group operates with the aim of a new
type of energy company.

Based on the energy supply capabilities the [tochu Enex Group has built up in fields including
petroleum products and LP gas, the Group will newly deliver electricity generation and electric power
supply capabilities as well as the optimal energy for customers. In addition, the Group will not only
provide energy but also expand its products and services for cars (car life) and homes (home life]) of
customers, which are necessary for living, and propose new value for customers’ lifestyles.

Furthermore, as “the best partner for life and society,” the Group continues to work to fulfil its social
responsibilities as a corporate group by helping to realize a sustainable society. The Group’s efforts in
this area include strengthening its compliance and safety frameworks, carrying out social contribution
and environmental conservation activities that are deeply connected to local communities, and carrying
out initiatives to boost employee satisfaction.

We humbly ask our customers, shareholders and other stakeholders for their continued support.

ITOCHU ENEX CO., LTD. —
Representative Director and President

Kenji Okada

ITOCHU ENEX CO., LTD. Annual Report 2014
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Business Structure and Segments

The Enex Group is Moving to the Next Stage (From April 1, 2014)

Four core businesses of Itochu Enex

1arl
Home-Life
Division

Through delivering LP gas and various smart-energies,

we propose “comfortable,” "affluent” and

"secure” lifestyles.

The Home-Life Division proposes “comfortable,” “affluent” and
“secure” lifestyles. While delivering LP gas and city gas to more
than one million households and businesses nationwide, we also
operate a kitchen and bathroom remodeling business and offer
home and lifestyle related products and services. In addition, we
offer various smart-energy equipment, most notably photovoltaic
power generation systems and ENEFARM residential fuel cells, as
well as residential lithium-ion electricity storage systems that can
be used as an emergency power source.

Car-Life
Division
We operate Car-Life Stations that provide every car

life solution and contribute to a comfortable and
convenient society.

The Car-Life Division sells gasoline, kerosene, diesel oil and other services
to approximately 2,100 affiliated CSs, making Itochu Enex the No. 1 energy
trading company in Japan. Our CSs are operated by our alliance companies
and our subsidiaries. Adapting to changes in customer needs based on the
concept of “Change & Evolution,” we enhance earnings and create CSs with
strong customer appeal by providing a comprehensive range of auto services.
We construct a society in which people can live comfortably together with
cars by operating businesses designed from the perspective of customers
such as Itsumo Rent-a-Car, a low-priced vehicle hire service which improves
convenience for customers who do not own cars and helps to vitalize local

communities, and a car dealer business that covers a wide spectrum of car-life

needs from the sale of new vehicles to car maintenance services.

ITOCHU ENEX CO., LTD. Annual Report 2014

Major business and products

LPG sales business
Household LPG retail sales business
Wholesale LPG business
Corporate LPG retail sales business
(business, industrial use)

City gas sales business

Auto gas business

High-pressure gas sales business
Photovoltaic power generation systems
ENEFARM residential fuel cells
Lifestyle-related support

Lithium-ion electricity storage system

Major business and products

Vehicle fuel
Gasoline, kerosene, gas oil, engine oil

Car-Life support business
Itsumo Rent-a-Car

Used car sales system (ltsumo Car Net)
Car business support (cabusu) program

Card business
Car ENEX itsumo card

Sales point management support
IT systems

Car sales

For more details about the major products and services of each business segment, please visit our website.

http://www.itcenex.com/english/

Power & Utility
Division
We operate electric power and heat supply

businesses that deliver energy efficiency, comfort
and economic benefits.

In 2010, Itochu Enex submitted a notice of commencement of

a power producer and supplier (PPS] business and launched

an electric power retail business. Since then, we have steadily
expanded this business, welcoming to the group JEN Holdings Co.,
Ltd. (JEN], which supplies electricity and steam to factories, in 2011
and heat supplier Tokyo Toshi Service Company (TTS) in 2012. In
April 2014, the second year of operations started under the new
organization, the Power & Utility Division. In order to contribute to
the realization of an energy-efficient and comfortable society, the
Itochu Enex Group places a strong emphasis on the development
and expansion of this division.

Energy Trade
Division
We propose optimal energy solutions for supporting

the industrial and distribution base. We handle
industrial-use energy, materials and also marine fuel.

As an expert in energy that supports the industrial base, the

Energy Trade Division sells industrial-use energy and industrial-
use materials such as asphalt, which is crucial for Japan’s
transportation infrastructure. We propose optimal energy solutions
to various customers throughout operations that include our marine
fuel sales business at major ports in Japan and overseas, trading of
AdBlue High-Grade Urea Solution that detoxifies nitrogen oxide (NOx)
emissions from diesel vehicles, petroleum product trading, tanker
operation and chartering business, storage tank operation and other
businesses.

Major business and products

Electric power-related business
Thermal power, wind power, hydraulic power, solar
power

Heat supply business

We produce cold and hot water that is used in a
region’s air conditioners in a concentrated manner
at heat supply plants and supply it to the buildings
of our customers via a local conduit system.

LNG sales business

Groundwater Membrane Filtration
System

A water purification system that reduces municipal
water changes and provides safe, delicious drinking
water

Major business and products

Industrial energy
Kerosene, gas oil, fuel oil, high-pressure gas

Industrial materials, environment-
friendly products
Asphalt, high-grade urea (AdBlue)

Fuel cards for corporate customers
Corporate cards for carriers or manufacturers that
own vehicles

Petroleum product trading business
Import, export and domestic sale of petroleum
products as the core of petroleum product trading
in the Itochu Group

Marine fuel sales business

Tanker operation and chartering
business

Global arrangement and operation of petroleum
product tankers

Storage tank leasing business

ITOCHU ENEX CO., LTD. Annual Report 2014
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Review of Business Oper’ations (fiscal year ended March 31, 2014)

In the fiscal year ended March 31, 2014, positioning the power and utility business and the overseas business as priority
fields, while expanding and enhancing the existing core petroleum and gas-related business, the Group implemented the
Group-wide organizational reform in order to improve speed, flexibility, and governance in each field.

According to this reform, the Group integrated the Industrial Material Division and the Global Trade Division into the
Energy Trade Division, as well as the Home-Life Division and the Total-Life Division into the Total Home-Life Division.

The Group also newly established the Power & Utility Division. Businesses, including the electricity and steam supply
business and the heat supply business, which had been previously conducted by the Industrial Material Division, were
incorporated into this segment.

h

_é Energy Trade Division

Revenue (Millions of yen)

237,461
213,816
With the continuously declining tendency of demands for petroleum products in

Japan, the domestic petroleum product market has continued sluggish despite
a reduction in production of petroleum products. Consequently, the business
environment remained harsh.

Under such circumstances, we enhanced an asphalt sales system by

The segment information for the fiscal year ended March 31, 2013, was restated and reclassified into the segments used
for the fiscal year ended March 31, 2014.

As the Group is using IFRS effective from the fiscal year ended March 31, 2014, the figures for the previous fiscal year in
the comparisons have also been prepared in accordance with IFRS.

The tax excluded method is used in the accounting treatment for the Itochu Enex Group’s consumption taxes.
Consequently, all amounts for total trading transactions and purchase results in this item are presented exclusive of
consumption taxes.

Results by segment for the fiscal year ended March 31, 2014, are as follows.

Revenue (Millions of yen)

1 B | Total Home-Life Division

122,503
104,445
The number of direct sales for home and sales volume of LP gas leveled off

from a year earlier, as a result of promoting the so-called “area strategy” at
Group companies.

While the import price of LP gas hovered at high level with effects from rising
crude oil prices and weak yen, appropriate profit margin could be ensured with

developing asphalt terminals and building company-owned vessels to carry
asphalt, arranged 9 dedicated fuel supply ships in marine fuel sales business
for domestic operation, and expanded 17 AdBlue supply bases nationwide in
response to the increasing popularization of urea SCR vehicles™. Like this, we
optimized our distribution functions in each business.

However, under the difficult business environment, sales volume of other
petroleum products than asphalt decreased from a year earlier.

In order to respond flexibly to diversifying needs of clients and changes
in domestic and overseas market conditions, we will further improve our
distribution functions.

*1 Urea SCR vehicle: Urea SCR vehicle purifies NOx using urea solution (AdBlue) and Selective Catalytic Reduction to
reduce NOx in exhaust gas from diesel engines.

Car-Life Division

Demands for gasoline declined with prices of domestic petroleum products
remaining high due to impacts from high crude oil prices and weak yen, as

well as increased popularization of fuel-efficient cars. In addition, demands for
kerosene notably fell in winter. In the Group companies, however, sales volume

of gasoline and gas oil, etc. increased from a year earlier thanks to promotion
of new large-scale affiliates.

Meanwhile, profits fell year on year with large impacts of profit margin
compressed by the deterioration in retail market conditions in the 4th quarter,

despite efforts to reduce costs at each base, and expand Car-Life profits™in the

Group companies.

The number of Car-Life Stations of the Group at the end of the fiscal year
ended March 31, 2014 was 2,118; a net decrease of 64 stations from the end
of the previous fiscal year. During the fiscal year under review, impacted by
the decrease in the number of domestic gas stations, we lost 131 stations by
withdrawing unprofitable and decrepit stations, etc. while adding 67 newly
affiliated stations.

*2 Car-Life profits: Car-Life profits include profits from car wash, lube oil, tires, car inspection, plating, sales of used
cars, and rent-a-car, etc., excluding sales of fuel oil.

FY2012 FY2013

Profit from operating activities
(Millions of yen)

2,586
2,251

FY2012 FY2013

Revenue (Millions of yen)

523,314 072,879

FY2012 FY2013

Profit from operating activities
(Millions of yen)

3,982

2,434

FY2012 FY2013

ITOCHU ENEX CO., LTD. Annual Report 2014

gas rate adjustment system.
ing Energy Corporation, which was invested and established in April 2013
jointly by ing Corporation and Itochu Enex Home-Life Kanto Co., Ltd., a Group
company, contributed to boosting revenues in the fiscal year under review by
expanding business scale and enhancing competitiveness in Kanto area.
Meanwhile, we strongly pushed ahead with sales of new energy-related
equipment such as a photovoltaic power generation system and ENEFARM

residential fuel cells, as well as sales of high-performance and high-efficiency
gas equipment, such as a glass-topped gas stove and “Ecojozu” (high efficiency

water heaters). As a result, sales volume significantly increased year on year.

.
)

O Power & Utility Division

In the electricity and steam supply business, power sales volume increased

from a year earlier, with contributions from the reinforcement of thermal power
generation facilities in the previous fiscal year, as well as JEN Konbumori Wind

Farm Co., Ltd. in Hokkaido, which we acquired in the previous year.

Profits largely grew year on year thanks to prices remaining high in the
wholesale power market and the wind power generation business using the
renewable energy feed-in tariff system.

Under such circumstances, in order to further promote the electric power
business, Hofu Energy Service Co., Ltd., a Group company in Yamaguchi
prefecture, is additionally building a coal thermal power generation facility,
which is scheduled to start operation in April 2015.

Tainai Wind Farm Co., Ltd. in Niigata prefecture, which became a Group
company in December 2013, is constructing wind power generation facilities,
which is scheduled to start operation in September 2014.

FY2012 FY2013

Profit from operating activities
[Millions of yen)

5,034
4,380

FY2012 FY2013

Revenue (Millions of yen)

33,117

22,865

FY2012 FY2013

Profit from operating activities
[Millions of yen)

2,360

FY2012 FY2013

ITOCHU ENEX CO., LTD. Annual Report 2014



Topics

Expansion of asphalt sales network

In the asphalt sales business, we added two new ocean-going asphalt tankers (“Great
Crane” and “Angel Blue”) in fiscal 2013 to the tanker “Black Dragon,” which was
completed in fiscal 2012, aiming to further optimize and enhance our distribution
capabilities. Using this network of three company-owned tankers and 11 asphalt
terminals all over Japan, we have built an asphalt supply structure that provides our
services from Hokkaido to Kyushu.

We continue to strengthen our national sales network and stable supply structure so

Propositions of photovoltaic power generation
systems for industrial and public use

At the Total Home-Life Division, we sell gas equipment and smart-energy equipment
through our Group companies and distributors in various areas.

In particular, we are expanding the sales volume of photovoltaic power generation
Asphalt tanker, “Angel Blue” systems by selling them not only for home use but also for industrial and public use.
Since stable revenue from electricity sales can be expected under feed-in tariff system
(FIT), we forecast that this trend will continue in 2014. We will continue to strengthen

We continue to construct a stable and competitive LP gas supply system by pressing ahead
in various areas.

of ing Corporation)

=)
C as to meet domestic asphalt demand and our customer’s needs. . . ) . o
sales of smart-energy equipment and support the building of environmentally friendly - = - Q
O A photovoltaic power generation system installed on the roof —
o e towns as an energy company. of a cattle shed (Masuda City, Shimane Prefecture)
0 T
S ) ; . . . . o
= : i — Establishment of ing Energy Corporation to 3
D o H Sodegaura Asphalt Terminal . = -
: strengthen and enhance efficiency of LP gas business )
d.) 5 @ Rumoi Asphalt Terminal Rumoi City, Hokkaido Prefecture 3,500 tons 1
© @ Kushiro Asphalt Terminal Kushiro City, Hokkaido Prefecture 2,700 tons At the Total Home-Life Division, in order to strengthen sales of LP gas, we are strengthening r
i i i I 1 . .. . . . U
E g ;°’:ak°ma'AAS’:]hE:tltTTer"?'“Tl ;°?ak°ma'cqt'ty'c'1‘.’:k?d°fPrtefed”re 13'383 :0”5 and enhancing the efficiency of our distribution and sales networks. As part of these efforts, g —r
odegaura Aspha ermina oaegaura Lity, IDa Frefecture , ons g q - B 0 q q o [ m
- © Osaka Asphalt Terminal Osaka City, Osaka Prefecture 5,000 tons in the Kanto area., we have entered |n.to a capital tle.—up with ing Corporation .ar.1d establlshled
> P @ Himeji Asphalt Terminal Himeji City, Hyogo Prefecture 3,400 tons a new company (ing Energy Corporation). Under this framework, we started jointly operating ﬂ i l O
o i (/] @ Fukuoka Asphalt Terminal Fukuoka City, Fukuoka Prefecture 3,600 tons the LP gas business in fiscal 2013. The establishment of the new company has enabled us - b z
U ’ ,_::ﬁ' © Sasebo Asphalt Terminal Sasebo City, Nagasaki Prefecture 3,000 tons to combine the business resources of the two capital tie-up partners and further enhance =i
Q e © Kajiki Asphalt Terminal Aira-gun, Kagoshima Prefecture 2,600 tons management and investment efficiency n
c 25 (@ Tanegashima Asphalt Terminal Nishinoomote City, Kagoshima Prefecture 600 tons ) Head office of ing Energy Corporation (inside the head office (@)
Ll -

@ Amami-Oshima Asphalt Terminal Oshima-gun, Kagoshima Prefecture 600 tons

Osaka Car Life Group Co., Ltd. was
made an Itochu Enex Group company

Strengthening of JEN Group’s power generation
capacity

At JEN Holdings Co., Ltd., which forms the core of our electric power business,
we are working to increase power generation capacity in order to strengthen our
business base. z - )
As part of this initiative, we decided in July 2013 to carry out construction to Coal thermal power generation plant currently under
enhance the coal thermal power generation plant of JEN Group company, Hofu construction (Hofu City, Yamaguchi Prefecture]
Energy Service Co., Ltd. (Hofu City, Yamaguchi Prefecture]. Through this work, "’w
which is intended to expand power generation capacity with the use of existing

ltochu Enex acquired 51.95% of the issued shares of
Osaka Car Life Group Co., Ltd. in May 2014, making it
an Itochu Enex Group company.

Osaka Car Life Group is a holding company, with subsidiaries
including Nissan Osaka Sales Co., Ltd., the largest Nissan Motor
Co., Ltd.-affiliated dealer in Japan with net sales of approximately

¥100.0 billion and the only Nissan dealer within Osaka Prefecture. infrastructure, we plan to increase output by 36 megawatts in March 2015. bt e

With this acquisition of shares, our Car-Life Division will extend Nissan|Osakalsales Ea, Ltd-|T=ketsukilstare) Furthermore, in October 2013, we started operations at [tochu Enex’s first mega- ¢

its reach beyond sales of fuel and other products and operation i solar power plant, which consists of approximately 4,000 photovoltaic panels,

of CS by making a full-scale entry into the automobile-related Outline of company at another JEN Group company, JEN Kusu Wind Farm Co., Ltd. (Kusu-gun, Oita ;

business. We believe this will contribute to the division’s aims of Company name  Osaka Car Life Group Co., Ltd. Prefecture). The plant is able to cover the annual power needs of approximately 300 Mega-solar power plant (Kusu-gun, Oita Prefecture]
“strengthening the Car-Life value chain” and “increasing added Location 3-14-22, Minamihorie, Nishi-ku, Osaka-shi, Osaka ordinary homes with a power generation capacity of approximately 1 megawatt.

value across the entire value chain.” Organically combining the Representative Takahisa Shirato, Representative Director and President More recently, we brought JEN Tainai Wind Farm Co., Ltd. (Tainai City, Niigata

business assets of Osaka Car Life Group and Itochu Enex will Capital ¥310 million Prefecture) into the Itochu Enex Group in December 2013, and we are currently

further enht:_mce our existing basg, which primarily includes fuel constructing the third wind power generation facility in Tainai City, Niigata
sales. We will also pursue synergies to propose new value for Prefecture (power generation capacity: 20 megawatts). Construction is scheduled to

customers’ motoring lifestyles. Itochu Enex Co., Ltd.: 51.95% be completed at the end of August 2014.

Composition of Nissan Network Holdings Co., Ltd.: 46.75%
shareholders
Others: 1.30%

Established November 10, 2009

At the Itochu Enex Group, we develop diverse power sources including renewable pr—

energy. We continue to work to expand our electric power business and to establish : i o —
Wind power generation facility currently under construction

a stable supply structure. (Tainai City, Niigata Prefecture)

Net sales ¥105,920 million (fiscal year ended March 31, 2013)
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The Nationwide Energy Network of I[tochu Enex

We connect energy producers with consumers. Underpinned by our track record and
wealth of expertise as a specialist trading company that date back half a century, we
are fully utilizing our nationwide distribution network and engaging in the stable supply
of energy. (o]

Rumoi Asphalt Terminal .

Tomakomai Asphalt Terminal

Kushiro Asphalt Terminal .

Oigawa Oil Terminal .

Osaka Asphalt Terminal .

Etajima Oil Terminal .

O—— Sodegaura Asphalt Terminal

Fukuoka Asphalt Terminal (o]
o
o
Sasebo Asphalt Terminal T
Nagasaki Gas & 0Oil —0
Terminal

Kajiki Asphalt Terminal O

* Himeji Asphalt Terminal

(o] Tanegashima Asphalt Terminal Amami-0shima Asphalt Terminal e—

Nationwide Sales Network (asof March 31, 2014)

The Enex Group sells gasoline, kerosene, gas oil and oil to approximately 2,100 affiliated CSs, making us the No. 1 energy
trading company in Japan. The Group also sells LPG to approximately one million households nationwide through
approximately 1,600 sales points.

No. of CSs LPG sales points No. of auto gas stations

App. 2, 1 OO

No. 1 Energy Trading Company

aop. 1,600 4o
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Major Enex Group Oil Tank/Terminal Facilities

Utilizing storage and supply facilities that cover upstream to downstream energy distribution,

we conduct efficient operations from procurement and storage to delivery to market
while giving due consideration to the balance between supply and demand.

Petroleum product storage
facilities

Etajima Oil Terminal

Oigawa Oil Terminal Nagasaki Gas & Oil Terminal

. Number of S .

Location Tanks Tank Applications Tank Capacity
Etajima Oil Terminal Etajima-shi, Hiroshima 8 Petroleum products (4) / caustic soda (4) 143,550KL
Oigawa 0il Terminal Yaizu-shi, Shizuoka 10 Petroleum products (3) / chemicals (7) 15,415KL
Nagasaki Gas & 0il Terminal Nagasaki-shi, Nagasaki 6 Petroleum products 4,797KL

Asphalt terminal

Sodegaura City,

Location .
Chiba Prefecture

IELLEEE[GA 5,000 tons x 2 tanks

Other asphalt terminals

@ Rumoi, Kushiro, Tomakomai, Osaka, Himeji, Fukuoka, Sasebo, Kajiki,

Tanegashima, Amami-Oshima

LPG stations

Location Nationwide

41

Sodegaura Asphalt Terminal Other high-pressure gas stations ITOCHU INDUSTRIAL GAS

High-pressure gas stations

Sagamihara City,

Location
Kanagawa Prefecture

Tank Industrial high-pressure gas
Applications Medical high-pressure gas

IELLQOETEIGIA 83 tons

. . CO., LTD., Kanagawa Branch
@ Kita-kanto Branch, Chiba Branch,

Buzen Factory (Kyushul), etc., of ITOCHU INDUSTRIAL GAS CO., LTD.

Auto gas stations

Location Nationwide

45
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CSR Management

Corporate governance

Corporate Governance Structure
Based on the Group Code of Conduct—"Be Virtuous”
(Reliability and sincerity, creativity and ingenuity, transparency
and integrity)—and the Declaration of the Group Code of
Conduct, Itochu Enex’s management continuously endeavors
to strengthen corporate governance as it strives to manage
Group operations while constantly keeping in mind the need to
ensure thorough compliance, the importance of shareholders’
interests, management transparency, and swifter decision-
making.

We also introduced an executive officer system to
separate the execution of operations from decisions on basic
management policies made by the Board of Directors and to
accelerate management.

Internal Control Systems

Based on revisions to the Basic Policy on Internal Control
Systems implemented on April 1, 2013, we have established a
corporate structure designed to ensure corporate governance,
compliance, and the appropriateness of our financial reporting,
etc. In addition, we periodically evaluate such operations and
revise as necessary.

Appropriate Disclosures

We focus efforts on information disclosures from the point of
view of ensuring management transparency and endeavors
to make quick and accurate disclosures in line with the Tokyo
Stock Exchange’s rules regarding timely disclosures.

Systems for Handling Emergency Situations

We have revised our “Emergency Contact Network” in
accordance with recent organizational restructuring. The
Emergency Contact Network enables the Company to

Corporate Governance System

quickly obtain an accurate grasp of the situation and respond
appropriately in the event of an accident or risk arising within
the Group. It also enables management to quickly grasp the
damage to the facilities of Group companies and dealers

and respond quickly to secure lifelines in the event of an
earthquake, typhoon, torrential rain, or other natural disaster.
The Emergency Contact Network is an integrated contact
system that establishes the lines of communication among
Group companies, business divisions, and the office of the
President in the event of a major earthquake, natural disaster
or other accident. The system is operational around the clock,
365 days a year.

BCP/Disaster Response Headquarters
In preparation for natural disasters and other unpredictable
events that could interrupt business operations, we have
formulated a business continuity plan (BCP).

At such times, important functions will be consolidated in the
BCP/Disaster Response Headquarters.
The Headquarters is headed by the President, with the
Company'’s Chief Compliance Officer (CCO) serving as Deputy
Head and other members including the General Managers
for each department in the Corporate Administration Division.
In the event of a major disaster, headquarters members will
gather automatically at a previously designated location to
provide a unified chain of command and expand systematic
collaboration in order to realize a unified response to the
disaster by the entire Company.

In preparation for the event that the Company’s head
office in Tokyo is shut down by a major disaster in the Tokyo
Metropolitan Area, we have established a backup system that
transfers corporate headquarter functions to either the Chubu
or Kansai branch office.

*1 CFO: Chief Financial Officer
*2 CCO: Chief Compliance Officer

General Meeting of Shareholders

Election/Dismissal

Election/Dismissal Election/Dismissal

Reporting " "
Accounting Auditors
Appointment/Supervision Accounting Audit

Oversight/Audit
Board of Corporate Auditors Board of Directors
Oversight/Audit

>

Reporting

v

l Internal Audit
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Compliance

Importance of Compliance

As the ltochu Enex Group has been expanding its organization
in line with the transformation of its business model, it

is becoming increasingly important to realize a unity of
consciousness and to strengthen systems across the entire
Group to ensure safety of business operations, reduce

the various risks, and prevent such emergencies from
occurring. Recognizing now, more than ever, the importance
of compliance within the Group, the ltochu Enex Group
stands united in its efforts to thoroughly instill in the Group a
compliance culture of the highest caliber.

CSR/Compliance System

The Company’s CSR/Compliance System consists of Chief
Compliance Officer (CCO) as the head of the entire system, the
CSR/Compliance Committee as an advisory panel reporting to
the Management Committee, and persons in charge of CSR/
compliance at each business division and Group companies.
We are working to achieve thorough adherence to our CSR
and compliance rules throughout the Group by ensuring the
roles and functions of each individual and unit in the CSR/
Compliance System are conducted on an organizational basis.

CSR/Compliance System

Representative Director and President Board of Directors

Management Committee

cco CSR/Compliance Committee

Human Resources & Planning & Administration Department,
General Affairs Department Corporate Administration Division

Person in Charge of CSR/
Compliance at Group Companies

Person in Charge of Enex CSR/
Compliance

Person Responsible for CSR/
Compliance at Group Companies

Person Responsible for Enex CSR/
Compliance

CSR/Compliance Committee

This organization, which is chaired by the CCO, plays a central
role in the CSR/Compliance System.

The CSR/Compliance Committee is convened by the CCO,

and performs comprehensively structured examination of
company-wide policies related to the social responsibility of
the Itochu Enex Group, important environmental improvement
activities (Environmental Management System), and various
issues concerning security. The committee also takes
necessary decisions and puts forward appropriate proposals.

Important Themes of Compliance

Protection of Human Rights

The definition of harassment changes with the times, and

the scope of this misconduct has diversified to include sexual
harassment, power harassment, mental harassment and
gender harassment, etc. Recognizing that all harassment is an

infringement of human rights, we strive to foster a corporate
culture in the Itochu Enex Group that is characterized by
fairness and a friendly atmosphere in which harassment does
not occur.

Ensuring Security

In accordance with our basic policy of “prioritizing security at
all of our businesses because business cannot be conducted in
insecure environments,” we have established our own security
manuals and guidelines, and are promoting the creation of
systems not only to comply with related laws and regulations
but also to ensure security and prevent dangerous situations.
With the COO serving as head who is charged with overall
responsibility for ensuring security of the entire Group, and
with a department responsible for CSR and security system

in place at each business division, we work to enhance safety
awareness by raising the consciousness of the need to ensure
security among all Group employees.

In addition, we regularly hold a “Security Meeting,” which is
attended by the departments responsible for CSR and security
system of each business division. The role of the meeting is to
ensure security of the entire Group by achieving sharing and
coordinated utilization of security-related information and has
been utilized to extend beyond the confines of our business
divisions.

Thorough adherence to principle of fair transactions

We promise our customers and suppliers that we are
committed to the thorough conduct of fair transactions,
including conducting all its business activities on the basis of
fair and free competition, engaging in fair purchasing activities,
complying with the rules for commercial transactions, and
never engaging in such unfair practices as cartels and bid-
rigging. In addition, we aim to develop together with our
business partners by striving to maintain and strengthen
mutual trust.

Furthermore, we have established our own “Guidelines to
ensure compliance with antimonopoly laws.” By ensuring that
all employees conduct their business with a full and clear
understanding of the contents of these guidelines, we conduct
all corporate activities in a manner that promotes fair and free
competition.

Protection of Personal Information
To handle customer’s personal information appropriately in
accordance with Japan’s Act on the Protection of Personal
Information, we have established our “Privacy Policy,”
which expresses the importance placed by the Company on
compliance with the laws and regulations protecting personal
information, establishes systems for controlling personal
information and preventing inappropriate access to it, and
stipulates security measures to be followed in order to prevent
the unauthorized access, loss, destruction, alteration, and
unintended disclosure of personal information.

In addition to making sure this policy is common knowledge
throughout the Company, it takes measures to ensure
that business operations are properly handling personal
information in accordance with the Policy.
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Consolidated Financial Statements

1. Consolidated Statement of Financial Position
(Millions of yen)
Notes trlzlis(i)tfi(t)lrlletg?lflgés As of As of
(April 1,2012) March 31, 2013 March 31, 2014
ASSETS
Current assets
Cash and cash equivalents 7 15,436 18,062 14,251
Trade receivables 8 140,549 136,578 140,289
Other current financial assets 9 11,072 11,448 11,213
Inventories 10 16,027 18,134 18,655
Trade advances paid 2,061 3,085 2,108
Other current assets 1,169 1,889 1,677
Total current assets 186,314 189,196 188,193
Non-current assets
fz;ﬁ;sér;lents accounted for by the equity 1 5.987 6.032 5.927
Other investments 9 7,395 8,925 7,349
Ezz;f;rgg?st financial assets other than 9 9.322 10,573 10,598
Property, plant and equipment 12&; > 41,008 57,655 66,988
Investment property 13 15,060 15,632 14,236
Goodwill 14 - - 229
Intangible assets 14,15 7,119 10,999 10,280
Deferred tax assets 16 14,722 14,996 15,162
Other non-current assets 1,796 1,885 1,762
Total non-current assets 102,409 126,697 132,531
Total assets 5 288,723 315,893 320,724

ITOCHU ENEX CO., LTD. Annual Report 2014

(Millions of yen)
Notes tr/;rsls(i):;;[)}rllet(()1 aItlSlé)st As of As of
(April 1,2012) March 31, 2013 March 31, 2014
LIABILITIES AND EQUITY
Current liabilities
Short-term bonds and borrowings 17 20,485 14,745 11,499
Trade payables 18 125,181 124,046 125,655
Other current financial liabilities 19 5,675 6,678 5,026
Income taxes payable 16 2,452 3,994 4,021
Advances from customers 4,963 5,501 5,648
Other current liabilities 20,21 5,630 6,774 6,487
Total current liabilities 164,386 161,738 158,336
Non-current liabilities
Non-current bonds and borrowings 17 10,306 26,158 27,099
Other non-current financial liabilities 19 16,575 17,371 17,660
Ill(;lne-g;rrent liabilities for employee 2 6.664 7,005 7.042
Deferred tax liabilities 16 1,270 2,473 2,409
Provisions 21 2,433 2,934 3,372
Other non-current liabilities 646 559 686
Total non-current liabilities 37,894 56,500 58,268
Total liabilities 202,280 218,238 216,604
Equity
Common stock 23 19,878 19,878 19,878
Capital surplus 23 18,737 18,737 18,737
Retained earnings 23 49,537 54,086 59,884
Other components of equity 24 (2,504) (1,527) (2,098)
Treasury stock 23 (1,750) (1,750) (1,750)
;l;loete;lac;cel;lity attributable to owners of $3.898 89.424 94,651
Non-controlling interests 37 2,545 8,231 9,469
Total equity 86,443 97,655 104,120
Total liabilities and equity 288,723 315,893 320,724

* See accompanying notes to consolidated financial statements.
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2. Consolidated Statement of Comprehensive Income

(Millions of yen)
Notes Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Revenue 27 864,589 966,044
Cost of sales (794,923) (894,445)
Gross profit 69,666 71,599
Other expense
Selling, general and administrative expense 28 (55,668) (57,878)
Loss from tangible assets, intangible assets and goodwill 29,30 914) (1,460)
Other — net 31 (346) (402)
Total other expense (56,928) (59,740)
Profit from operating activities 12,738 11,859
Financial income and costs 32
Interest income 27 22
Dividends received 255 248
Interest expense (754) (721)
Other financial income and costs — net 4) 5)
Total financial income and costs (476) (456)
rSn}:gleo Zf profit (loss) of investments accounted for by the equity 1 (28) 578
Profit from sales of investments in subsidiaries and associates - 1,897
Profit before tax 12,234 13,828
Income tax expense 16 (4,841) (5,788)
Profit 7,393 8,040
Profit attributable to owners of the parent 6,470 7,119
Profit attributable to non-controlling interests 923 921

ITOCHU ENEX CO., LTD. Annual Report 2014

(Millions of yen)
Notes Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Other comprehensive income (net of tax effect)
Items that will not be reclassified to profit or loss
FVTOCI financial assets 918 102
Remeasurement of net defined benefit liability (117) 58
Oth'er comprehensive income in associates accounted for by the 1 | 1
equity method
Items that may be reclassified to profit or loss
Exchange differences on translating foreign operations - 21
Cash flow hedges 13 (313)
Other comprehensive income in associates accounted for by the
equity method 1 > 46
Total other comprehensive income (net of tax effect) 24 866 (85)
Comprehensive income 8,259 7,955
Comprehensive income attributable to owners of the parent 7,334 7,036
Comprehensive income attributable to non-controlling interests 925 919
(Yen)
Earnings per share (attributable to owners of the parent)
Basic 33 57.26 63.00
Diluted 33 - -
(Millions of yen)
| Total trading transactions | | 1,430,746 | 1,506,606 |

(Note) Total trading transactions are presented in accordance with the Japanese accounting practices and represent the total
amounts of transactions that the Company and its consolidated subsidiaries conducted as a party in contracts and for
which they acted as an agent. This item is voluntarily disclosed by the Company for investors’ convenience and is not
required to be disclosed under International Financial Reporting Standards (“IFRSs”).

* See accompanying notes to consolidated financial statements.
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Consolidated Statement of Changes in Equity

4. Consolidated Statement of Cash Flows

(Millions of yen)
Notes Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Equity
Common stock 23
Balance at the beginning of the year 19,878 19,878
Balance at the end of the year 19,878 19,878
Capital surplus 23
Balance at the beginning of the year 18,737 18,737
Balance at the end of the year 18,737 18,737
Retained earnings 23
Balance at the beginning of the year 49,537 54,086
Profit attributable to owners of the parent 6,470 7,119
Transfer from other components of equity (113) 487
Dividends paid to owners of the parent 25 (1,808) (1,808)
Balance at the end of the year 54,086 59,884
Other components of equity 24
Balance at the beginning of the year (2,504) (1,527)
I?;?eerftcomprehensive income attributable to owners of the 364 (84)
Transfer to retained earnings 113 (487)
Balance at the end of the year (1,527) (2,098)
Treasury stock 23
Balance at the beginning of the year (1,750) (1,750)
Purchase and disposal of treasury stock 0) 0)
Balance at the end of the year (1,750) (1,750)
Total equity attributable to owners of the parent 89,424 94,651
Non-controlling interests 37
Balance at the beginning of the year 2,545 8,231
Profit attributable to non-controlling interests 923 921
cher comprehensive income attributable to non-controlling 5 )
interests
Dividends paid to non-controlling interests (132) (175)
SCu}LaSIil(gﬁe;riL;e to additional acquisitions and sales of interests in 4.893 493
Balance at the end of the year 8,231 9,469
Total equity 97,655 104,120

* See accompanying notes to consolidated financial statements.
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(Millions of yen)
Notes Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Cash flows from operating activities
Profit before tax 12,234 13,828
Depreciation and amortization 9,226 10,226
Loss on doubtful accounts 84 826
Loss from tangible assets, intangible assets and goodwill 914 1,460
Financial income and costs 476 456
Share of loss (profit) of investments accounted for by the equity
method 28 (528)
Profit from sales of investments in subsidiaries and associates - (1,897)
Decrease (increase) in trade receivables 6,001 (4,098)
Increase in inventories (2,112) (129)
Increase (decrease) in trade payables (1,432) 1,309
Other — net 1,523 2,376
Interest and dividends received 365 440
Interest expense (707) (614)
Income taxes paid (3,846) (6,125)
Net cash flows provided by operating activities 22,754 17,530
Cash flows from investing activities
Purchase of investments accounted for by the equity method (100) (0)
l;::t;ze;s from sales of investments accounted for by the equity 312 2397
Purchase of investments (1,417) 917)
Proceeds from sales of investments 1,583 2,830
Acquisition of subsidiaries, net of cash acquired 34 (8,971) (1,426)
Payment for loans receivable (8,071) (1,958)
Collection of loans receivable 1,527 1,190
Ei/};r;ltillg tfc;)rrg;;itl;ase of property, plant and equipment and (9,184) (15,105)
f:‘?g:;cli:nftr(;r; Szlret:}s] of property, plant and equipment and 1,640 1,704
Purchase of intangible assets (2,300) (1,385)
Proceeds from sales of intangible assets 51 114
Net cash flows used in investing activities (24,930) (12,556)
Cash flows from financing activities
Proceeds from bonds and borrowings 21,241 992
Repayments of bonds and borrowings (10,046) (7,872)
Net increase (decrease) in short-term borrowings (4,526) 5
Equity transactions with non-controlling interests 30 -
Dividends paid to owners of the parent 25 (1,808) (1,808)
Dividends paid to non-controlling interests (132) (175)
Other — net 0) (1)
Net cash flows provided by (used in) financing activities 4,759 (8,859)
Net increase (decrease) in cash and cash equivalents 2,583 (3,885)
Cash and cash equivalents at the beginning of the year 7 15,436 18,062
Effect of exchange rate changes on cash and cash equivalents 43 74
Cash and cash equivalents at the end of the year 7 18,062 14,251

* See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

1.

Reporting Entity

Itochu Enex Co., Ltd. (the “Company”) is an entity located in Japan. The addresses of the Company’s
registered head office and principal offices are available on its website (URL: http://www.itcenex.com).
The Company’s consolidated financial statements, the closing date of which is March 31, 2014, comprise
the accounts of the Company and its subsidiaries (the “Group”) and the Group’s equity interests in
associates. The Group’s principal activities are sales of petroleum products and liquefied petroleum gas
(“LPG”) with providing related services in Japan and overseas as well as power supply of electricity and
heat in Japan.

Basis of Consolidated Financial Statements
(1) Compliance with IFRSs and First-time Adoption

The Group’s consolidated financial statements are prepared in accordance with International Financial
Reporting Standards (“IFRSs”).

The Group adopted IFRSs for the first time for the fiscal year ended March 31, 2014, and the date of
transition to IFRSs was April 1, 2012. These consolidated financial statements are the Group’s first
consolidated financial statements prepared in accordance with IFRSs, and IFRS 1 “First-time Adoption
of International Financial Reporting Standards” ( “IFRS 17) has been adopted. The effects of transition
to IFRSs on the Group’s financial position, operating results and cash flows are stated in Note 42.
“Disclosure on Transition to IFRSs”. These consolidated financial statements were approved at the
Board of Directors’ meeting of the Company held on June 16, 2014.

(2) Basis of Measurement

Except for the cases (e.g. financial instruments) stated in Note 3. “Significant Accounting Policies”, the
Company’s consolidated financial statements are prepared on a historical cost basis.

(3) Functional Currency and Presentation Currency

The consolidated financial statements of the Group are presented in Japanese yen, which is the Group’s
functional currency. All financial information presented in millions of yen has been rounded to the
nearest million yen.

(4) Early Adoption of New or Amended IFRSs or Interpretations

In preparing these consolidated financial statements, the Group has early adopted IFRS 9 “Financial
Instruments” (issued in November 2009; revised in October 2010 and December 2011) and
International Accounting Standard (“IAS”) 36 “Impairment of Assets” (revised in May 2013—
Recoverable Amount Disclosures for Non-Financial Assets).

(5) IFRSs or Interpretations Issued, but Not Yet Adopted

The following major IFRSs or interpretations that were newly established or amended were issued by
the date of approval of the consolidated financial statements. However, these IFRSs or interpretations
are not necessarily required to be adopted in or before the fiscal year ended March 31, 2014, and the
Group has not early adopted them.

ITOCHU ENEX CO., LTD. Annual Report 2014

Mandatory adoption Description of
Standard Title (From the fiscal To be adopted by new/amended standards or
- the Group . .
year beginning) interpretations
IFRS 7 F1panc1al Instruments: (Note) (Note) Amendment to d1§closure requirements
Disclosures on hedge accounting
Enhancement of disclosure in the case
where operating segments are
Fiscal year endin aggregated
IFRS 8 Operating Segments July 1, 2014 Y € | Clarification of requirements for
March 31, 2016 . e
disclosure of a reconciliation from the
total amount of reportable segment
assets to total assets of the entity
IFRS 9 Financial Instruments (Note) (Note) Amendment to hedge accounting for
general hedge
Revenue from Contracts Fiscal year ending ES tablishment of accounting and
IFRS 15 . January 1, 2017 disclosure on revenue arising from
with Customers March 31, 2018 .
contracts with customers
Fiscal vear endin Amendment to accounting treatment for
IAS 19 Employee Benefits July 1, 2014 Y € | contributions by employees, etc., in
March 31, 2016
defined benefit plans
Financial Instruments: Fiscal year endin, Clarification of presentation
IAS 32 . " ’ January 1, 2014 4 £ requirements for offsetting of financial
Presentation March 31, 2015 A
assets and financial liabilities
Clarification that it should be
determined in accordance with the
Adopted to investment properties that | guidance described in IFRS 3 whether
TAS 40 Investment Property are acquired on or after July 1, 2014 | acquisition of an investment property is
acquisition of an asset or business
combination
Fiscal year ending Establishment of accounting and
IFRIC 21 |Levies January 1, 2014 March 31, 2015 dlsleosure for liabilities associated with
levies
(Note) For IFRS 7 and IFRS 9, the timing of mandatory adoption has not been determined.

The Group reflects each of the above IFRSs or interpretations in its consolidated financial statements
for the above year in which the Group adopts these standards or interpretations. The impact of adoption
of these IFRSs or interpretations is under consideration and cannot be estimated at this time.

Significant Accounting Policies

Accounting policies described below are applied to all the periods presented in the consolidated financial
statements (including the consolidated statement of financial position as of the transition date), unless
otherwise specified.

(1) Basis of Consolidation

The consolidated financial statements include financial statements of the Group companies and equity
interests in associates.

A. Subsidiaries

A subsidiary is an entity that is controlled by the Group. The Group controls an investee if the Group
has power over the investee, exposure, or rights, to variable returns from its involvement with the
investee and the ability to use its power over the investee to affect the amount of the Group’s return.
The acquisition date of a subsidiary is the date on which the Group obtained control over the
subsidiary, and the subsidiary is included in the consolidation from the date of acquisition until the
date on which the Group loses control.

In cases where the accounting policies applied by a subsidiary are different from those applied by the
Group, adjustments are made to the subsidiary’s financial statements, if necessary. Comprehensive
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income for subsidiaries is attributed to owners of the parent and non-controlling interests even if this
results in the non-controlling interests having a deficit balance.

Changes in an equity interest in a subsidiary due to acquisition, sale, etc., of interests that do not
result in loss of control over the subsidiary by the Group are accounted for as equity transactions.

If the Group loses control over a subsidiary, the Group derecognizes assets and liabilities of the
former subsidiary and non-controlling interests in the subsidiary, and remeasures a residual interest
retained in the former subsidiary at its fair value as of the date of the loss of control and recognizes
any resulting gain or loss in profit or loss.

B. Associates

An associate is an entity over which the Group has significant influence over its financial and
operating policy. In determining whether the Group has significant influence, various factors, such as
holding of voting rights (the Group is presumed to have significant influence over an investee if the
Group owns 20% or more, but 50% or less of the voting rights of the investee directly or indirectly)
and existence of virtually exercisable potential voting rights, and proportion of employees seconded
from the Group to all the directors of the investee are taken into account comprehensively. From the
day on which the Group acquires significant influence until the day on which the significant
influence is lost, the investment is initially recognized at cost and adjusted thereafter for the amount
equivalent to the Group’s share of net assets of the investee. Profit or loss and other comprehensive
income recorded by the investee after the acquisition are included in the Group’s profit or loss and
other comprehensive income using the equity method and they are reflected in the investment value.
For goodwill recognized in the acquisition of an associate, the balance is included in the carrying
amount of the investment. Dividends received from an associate are deducted from the investment
value.

In cases where the accounting policies of an associate are different from the accounting policies
adopted by the Group, adjustments are made to the associate’s financial statements, if necessary, to
ensure use of the Group’s policies.

If the Group loses significant influence over an associate and ceases to apply the equity method, the
Group recognizes gain or loss from the sale of the equity interest in profit or loss, and remeasures the
residual interest at fair value and recognizes the resulting valuation difference in profit or loss for the
fiscal year in which the significant influence is lost.

C. Transactions Eliminated in Consolidation

Inter-group company balances of receivables and payables and transactions, and any unrealized
gains and losses arising from inter-group company transactions are eliminated in the preparation of
the consolidated financial statements.

For unrealized gains and losses arising from transactions between the Group and associates
accounted for by the equity method, the amount equivalent to the Group’s equity interest in such
gains and losses are eliminated.

(2) Business Combinations

Business combinations are accounted for by the acquisition method. Identifiable assets acquired,
liabilities assumed and any non-controlling interest in the acquiree are measured at fair value (except
for assets and liabilities that are required to be measured on a basis other than fair value, which are
measured at the value specified in IFRS 3 “Business Combinations™) at the time of acquisition.
Goodwill is recognized and measured as the excess of the aggregate of the consideration transferred,
the acquisition-date fair value of the acquirer’s previously held equity interest and the amount of any
non-controlling interest over the net of the acquisition amounts of the identifiable assets acquired and
liabilities assured. However, if the aggregate of fair values of identifiable assets and liabilities assumed
exceeds the sum of acquisition value, the value of pre-existing equity interest after the remeasurement
and the fair value of non-controlling interest in the acquiree, such an excess is immediately recognized
in profit as the bargain purchase gain.

If the initial accounting treatment for a business combination has not been completed by the last day of
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the period in which the business combination occurred, the business combination is accounted for using
provisional amounts. Retrospective adjustments to provisional amounts are made during the
measurement period, which is within one year from the acquisition date. Acquisition-related costs
incurred by the acquirer to achieve the business combination are recognized as expenses.

For a business combination where all parties to the business combination are under control of the
Group before and after the business combination (business combination under common control),
carrying amounts of assets and liabilities of the acquiree are taken over by the acquirer.

The Group has adopted the exemption in IFRS 1 and has not applied IFRS 3 “Business Combinations”
retrospectively to business combinations that arose prior to September 1, 2008, which were accounted

for under the previous accounting standards (generally accepted accounting principles in Japan
(“Japanese GAAP”)) adopted by the Group.

(3) Foreign Currency Translation

Transactions in foreign currencies are translated into functional currency at the exchange rates at the
dates of transactions or its approximate rate. Monetary assets and liabilities denominated in foreign
currencies are translated into functional currency at the rates of exchange prevailing at the fiscal year
end. Differences arising from the translation and settlement are recognized in profit or loss. However,
exchange differences arising from the translation of financial assets measured at fair value through
other comprehensive income (“FVTOCI”) and cash flow hedges are recognized in other comprehensive
income.

The assets and liabilities of foreign operations are translated into Japanese yen at the rates of exchange
at the fiscal year end, while income and expenses of foreign operations are translated into Japanese yen
at the exchange rates at the dates of transactions or its approximate rate. The resulting exchange
differences on translating foreign operations are recognized in other comprehensive income. In cases
where foreign operations are disposed of, the cumulative amount of translation adjustments related to
foreign operations is recognized in profit or loss in the period of disposition.

As the Group has adopted the optional exemption in IFRS 1, all of the cumulative amount of translation
adjustments before the date of transition to IFRSs (April 1, 2012) is reclassified to retained earnings.

(4) Financial Instruments

A. Financial Assets Other Than Derivatives
(1) Initial Recognition and Measurement

For financial assets other than derivatives, trade receivables and other receivables are initially
recognized on the day on which they arise. All other financial assets are initially recognized on the
transaction date on which the Group becomes a party to the contract of the financial instrument.

Financial assets other than derivatives are classified into financial assets measured at amortized
cost or financial assets measured at fair value. They are classified into financial assets measured at
amortized cost if both of the following conditions are met; otherwise, they are classified into
financial assets measured at fair value:

» The purpose of holding these assets is to collect contractual cash flows.

» The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

For financial assets measured at fair value, investments in equity instruments, such as ordinary
shares in other entities, except for equity instruments held for the purpose of obtaining gain from
short-term sale, are classified as FVTOCI financial assets in principle. Other financial assets
measured at fair value are classified as financial assets measured at fair value through profit or
loss (“FVTPL financial assets”), of which the change in fair value after acquisition is recognized
in profit or loss, in principle.

Such classifications are made upon initial recognition of each asset and applied consistently
without any change.
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B.

C.

D.

Financial assets measured at amortized cost and FVTOCI financial assets are initially recognized
at fair value (including transaction costs that are directly attributable to the acquisition of financial
assets). FVTPL financial assets are initially recognized at fair value and transaction costs are
recognized in profit or loss when they are incurred.

(i) Subsequent Measurement
After initial recognition, financial assets are measured based on the classification as follows:
(a) Financial Assets Measured at Amortized Cost

Financial assets measured at amortized cost are measured at amortized cost using the effective
interest method.

(b) Other Financial Assets

Financial assets other than those measured at amortized cost are measured at fair value.
Changes in the fair value of financial assets measured at fair value are recognized in profit or
loss. However, changes in the fair value of FVTOCI financial assets are recognized in other
comprehensive income. Dividends received on the financial assets are recognized in profit or
loss for the year.

(iii) Derecognition

Financial assets are derecognized when the contractual rights to the cash flows from the asset
expire, or when the contractual right to receive cash flows from financial assets are transferred in
transactions in which substantially all the risks and rewards incidental to ownership of the asset
are transferred to another entity. When an FVTOCI financial asset is sold, the difference between
the latest carrying amount and the consideration received is recognized in other comprehensive
income, and the balance of accumulated other comprehensive income that has been recognized
due to sales of the financial asset is transferred to retained earnings.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, deposits, and short-term investments that are
readily convertible into cash and that are exposed to insignificant risk of change in value and due
within three months from the date of acquisition.

Impairment of Financial Assets Measured at Amortized Cost

At the end of each fiscal year, it is assessed whether there is any indication that financial assets
measured at amortized cost are impaired, by individual asset or by unit grouped according to credit
risks. Indication that financial assets measured at amortized cost are impaired includes a default or
delinquency in interest or principal payments, reduction in the repayment amount and rescheduling
of the repayment, significant deterioration in the financial position of the obligor, and bankruptcy of
the obligor.

If there is any indication that financial assets measured at amortized cost have been impaired, the
difference between the asset’s carrying amount and the recoverable amount, which is the present
value of estimated future cash flows discounted at the initial effective interest rate of the asset, is
recognized as an impairment loss in profit or loss.

If, in a subsequent period, an event resulting in a decrease in the amount of the impairment loss
occurs, the previously recognized impairment losses are reversed up to the carrying amount based on
amortized cost.

Financial Liabilities Other Than Derivatives

(i) Initial Recognition and Measurement

The Group initially recognizes debt securities issued by the Group on the date of issuance. All
other financial liabilities are recognized on the transaction date on which the Group becomes a
party to the contract of the financial instrument.

Financial liabilities other than derivatives are classified as financial liabilities measured at
amortized cost. Financial liabilities measured at amortized cost are initially measured at fair value
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with the transaction costs that are directly attributable to the issue of financial liabilities deducted
from the acquisition value.

(i) Subsequent Measurement

After initial recognition, financial liabilities other than derivatives are measured at amortized cost
using the effective interest method. Amortization under the effective interest method and gains or
losses on derecognition are recognized in profit or loss.

(iii) Derecognition

Financial liabilities are derecognized when the financial liability is extinguished, i.e. when the
obligation that was specified in the contract is discharged due to performance of the obligation
through repayment or is canceled or lapsed.

Presentation of Financial Assets and Financial Liabilities

Financial assets and financial liabilities are presented on a net basis in the consolidated statement of
financial position when both of the following conditions are met; otherwise, financial assets and
financial liabilities are presented on a gross basis:

* The Group has an unconditional and legally enforceable right to set off the recognized amounts.

» The Group intends either to settle on a net basis or to realize the asset and settle the liability
simultaneously.

Derivatives and Hedge Activities

Derivatives, including forward foreign exchange contracts, commodity futures and interest rate
swaps, are unitized to hedge currency risk, commodity price risk and interest rate risk. These
derivatives are recognized as assets or liabilities at fair value on the contract date on which the
Group becomes a party to the contractual provisions, and also remeasured at fair value subsequently.
Changes in the fair value of derivatives are accounted for as follows depending on the intended use
of the derivatives and resulting hedge effectiveness:

+ Derivatives that are hedging instruments to changes in fair value of recognized assets or liabilities,
or of an unrecognized firm commitment, and are deemed highly effective as a hedge, and for
which, at the inception of the hedge, written designation of the hedge relationship and the risk
management objective and strategy for undertaking the hedge are established are designated as
fair value hedges. Changes in fair value of such derivatives are recognized in profit or loss,
together with changes in the fair value of hedged items.

» Derivatives that are hedging instruments to changes in future cash flows generated in association
with forecast transactions or recognized assets or liabilities and are deemed highly effective as a
hedge and for which, at the inception of the hedge, written designation of the hedge relationship
and the risk management objective and strategy for undertaking the hedge are established are
designated as cash flow hedges. Changes in fair value of such derivatives are recognized in other
comprehensive income. This accounting treatment is continued until changes in future cash flows
generated in association with forecast transactions or already recognized assets or liabilities that
are designated as hedged items are realized. The ineffective portion of the hedge is recognized in
profit or loss.

» Changes in fair value of derivatives other than the above are recognized in profit or loss.

In applying the above fair value hedges, cash flow hedges and hedges of net investment in foreign
operations, the Group assesses whether the hedge is expected to be highly effective at inception of
the hedge. In addition, the Group assesses whether the derivative instrument is effectively offsetting
the impact of changes in the fair value or future cash flows of the hedged item on an ongoing basis.

Hedge accounting is ceased when the hedge is no longer effective, in which case changes in fair
value of the derivative are recognized in profit or loss in accordance with IAS 39 “Financial
Instruments: Recognition and Measurement”.
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(5) Inventories

Inventories held for purposes other than trading are measured at the lower of cost or net realizable
value, and the costs are determined mainly using the identified cost method or the monthly moving-
average method. For inventories with sales contracts, net realizable value is the sale value under the
sales contract, less the estimated costs necessary to make the sale. For inventories without sales
contracts, net realizable value is the estimated selling price, less the estimated costs necessary to make
the sale.

Inventories held for trading are measured at fair value, less costs to sell, with changes in the fair value
recognized in profit or loss for the period in which the change occurred.

(6) Property, Plant and Equipment

Property, plant and equipment are measured using the cost model and are stated at cost, less
accumulated depreciation and accumulated impairment losses. The costs of an item of property, plant
and equipment principally comprise the following amounts.

* Purchase price

* Any costs directly attributable to bringing the asset to the location and condition necessary for it to
be capable of operating

+ Estimated costs of dismantling and removing the item and restoring the site on which it is located

* Interest expense required up to the operation on borrowings for acquisition, construction, and
manufacture of property, plant and equipment that meet criteria for capitalization

Depreciation of these costs commences when the asset becomes usable. For the costs of some items of
property, plant and equipment, the Group has applied the exemption in IFRS 1 and uses fair value as of
the transition date as deemed cost.

If different material components are identifiable in an item of property, plant and equipment, each
component is accounted for as a separate item of property, plant and equipment.

Assets are depreciated using the straight-line method over their estimated useful lives. The estimated
useful lives of major assets are as follows:

* Buildings and structures: 2 to 50 years
* Machinery and vehicles: 2 to 22 years
* Vessels: 5to 11 years

The estimated useful lives and depreciation method are reviewed at each fiscal year end, and if there
are any changes made to the estimated useful lives and depreciation method, such changes are applied
prospectively as changes in accounting estimates.

(7) Goodwill and Intangible Assets
A.  Goodwill

Goodwill arising from acquisition of subsidiaries is recognized in assets at the amount of the
“aggregate of fair values of consideration transferred, non-controlling interests and shareholders’
interests previously held by the acquirer in the acquiree” exceeding the “net amount of identifiable
acquired assets and assumed liabilities” on the acquisition date. Goodwill is not amortized, but
initially recognized at cost in assets, and is tested for impairment each fiscal year. Goodwill is
carried at cost, less any accumulated impairment losses in the consolidated statement of financial
position.

Goodwill is allocated to cash-generating units (minimum units or groups of units) that are expected
to contribute to obtaining cash flows considering the synergies of the business combination. Cash-
generating units to which goodwill was allocated are tested for impairment at the end of each fiscal
year, or at any time when there is any indication of impairment.
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When a subsidiary is disposed of, the amount of related goodwill is included in profit or loss for the
disposal.

B. Intangible Assets

Intangible assets are measured using the cost model and are stated at cost, less accumulated
amortization and accumulated impairment losses. Intangible assets acquired separately are measured
at cost at the initial recognition, and the costs of intangible assets acquired through business
combinations are recognized at fair value at the date of acquisition. All expenditures on internally
generated intangible assets are recognized as expense in the fiscal year in which they are incurred,
except for development expenses that satisfy the capitalization criteria.

The period in which intangible assets, directly or indirectly, contribute to their estimated future cash
flows is considered as the useful life. If the useful life of an intangible asset is reasonably projected,
the intangible asset is amortized using the straight-line method over the estimated useful life.
Intangible assets are tested for impairment whenever there is any indication of impairment. The
estimated useful lives and amortization method of intangible assets are reviewed at each fiscal year
end, and if there are any changes made to the estimated useful lives and amortization method, such
changes are applied prospectively as changes in accounting estimates.

The estimated useful lives of major intangible assets are as follows:
» Relationship with customers: 5 to 42 years
* Software: 5 years

Intangible assets with indefinite useful lives and intangible assets that are not yet ready to use are not
amortized, but they are tested for impairment individually or by cash-generating unit annually or
whenever there is any indication of impairment.

(8) Leases

Leases are classified as finance leases whenever substantially all the risks and rewards incidental to
ownership are transferred to the Group. Leases other than finance leases are classified as operating
leases. It is determined whether the contract is a lease or whether the contact includes a lease, in
consideration of economic conditions of the transaction regardless of whether the form of the nominal
contract is a lease contract.

A. Leases as Lessee

Finance leases are capitalized at the lower of the fair value of the leased property at the inception of
the lease or the present value of the total minimum lease payments.

Total lease payments are classified into the principal portion and the interest portion of lease
obligations. The amount of lease payments allocated to the interest portion is calculated by the
interest method.

A lease asset is depreciated using the straight-line method over the estimated useful life of the asset
if the lease involves the transfer of ownership or the lessee has a bargain purchase option; otherwise,
it is depreciated over the shorter of the lease term or the estimated useful life.

Under operating leases, the leased property is not recognized as assets, and lease payments are
recognized in profit or loss on a straight-line basis over the lease term.
B. Leases as Lessor

Under finance leases, net investment in the lease is recognized as finance receivables. Total lease
payments receivable are classified into the principal portion and the interest portion of lease
receivables. The amount of lease payments receivable allocated to the interest portion is calculated
using the interest method.

Under operating leases, lease payments income is recognized in income on a straight-line basis over
the lease term.

ITOCHU ENEX CO., LTD. Annual Report 2014

31



32

(9) Investment Property

Investment property is land and/or buildings, among others, held to earn rentals or for capital
appreciation due to an increase in real estate prices or both.

Investment property is measured using the cost model, in the same manner as property, plant and
equipment, and is stated at cost, less accumulated depreciation and accumulated impairment losses.

Except for assets that are not subject to depreciation, such as land, investment property is depreciated
using the straight-line method over its estimated useful lives, which are 2 to 50 years. The estimated
useful lives and depreciation method are reviewed at each fiscal year end, and if there are any changes
made to the estimated useful lives and depreciation method, among others, such changes are applied
prospectively as changes in accounting estimates.

(10) Impairment of Non-financial Assets

Each fiscal year, the Group assesses whether there is any indication that a non-financial asset has been
impaired. If there is any indication that an asset has been impaired, the asset is tested for impairment.
Goodwill and intangible assets with indefinite useful lives are tested for impairment at least annually, at
the same time each year, regardless of whether there is any indication of impairment. When a cash-
generating unit, including goodwill, is tested for impairment, an impairment test is performed first for
assets other than goodwill, and then for goodwill after necessary impairment losses are recognized for
the assets other than goodwill.

An impairment test is performed by cash-generating unit. If cash flows from an asset are identifiable
independently of other assets, the asset is a cash-generating unit. If an asset from which cash flows are
not identifiable independently of other assets, a cash-generating unit is the smallest identifiable group
of assets that independently generates cash flows.

Goodwill is allocated to cash-generating units (minimum units or groups of units) that are expected to
contribute to obtaining cash flows considering the synergies of the business combination.

An impairment test is performed by estimating the recoverable amount of the asset by cash-generating
unit and comparing the estimated recoverable amount with the carrying amount of the cash-generating
unit. The recoverable amount is calculated at the higher of the fair value of the cash-generating unit,
less costs to sell, or the value in use. If the carrying amount of the cash-generating unit exceeds the
recoverable amount, an impairment loss is recognized for the asset and the carrying amount is written
down to the recoverable amount. In the assessment of value in use, estimated future cash flows are
discounted to the present value using a pre-tax discount rate reflecting the current market valuation on
time value of money, risks inherent in the asset, and other factors. To determine fair value, less costs to
sell, the Group uses an appropriate valuation model supported by available indicators of fair value.

Recognized impairment losses are allocated so that the carrying amount of each asset in the cash-
generating unit is reduced proportionally. Goodwill is first allocated so that the carrying amount of
goodwill allocated to the cash-generating unit is reduced and then the carrying amount of each asset
other than goodwill in the cash-generating unit is reduced proportionally.

It is assessed whether there is any indication that an impairment loss recognized in prior years may
have decreased or may no longer exist. If any such indication exists, the recoverable amount of the
asset or cash-generating unit is estimated. If the recoverable amount exceeds the carrying amount of the
asset or cash-generating unit, an impairment loss is reversed up to the lower of the calculated
recoverable amount or the carrying amount that would have been determined (net of depreciation) if no
impairment loss had been recognized for the asset in prior years. However, an impairment loss
recognized for goodwill is not reversed.

Goodwill on acquisition of investments accounted for by the equity method is included in the part of
the carrying amount of the investments with other components, and investments in the companies
accounted for by the equity method may be impaired as a single asset.
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(11) Non-current Assets Held for Sale

When the carrying amount of a non-current asset (or disposal group) is expected to be recovered
principally through a sale transaction rather than through continuing use, the asset (or disposal group) is
classified as an asset held for sale. The criteria to be classified as an asset held for sale are only met if
sale of the asset is highly probable and the asset is available for immediate sale in its present condition.
Because sale of the asset will be completed within one year from the day of classification, the asset is
presented in current assets.

Assets held for sale are measured at the lower of carrying amount or fair value, less costs to sell.
Property, plant and equipment and intangible assets classified as assets held for sale are not depreciated
or amortized.

(12) Employee Benefits
A. Defined Benefit Retirement Plans

For defined benefit retirement plans, the net amount of the present value of defined benefit
obligations and the fair value of plan assets is recognized as liabilities or assets. The present value of
defined benefit obligations and related service costs are calculated using the projected unit credit
method, in principle. The discount rate used to calculate the present value of defined benefit
obligations is determined by reference to market yield at the end of the fiscal year on high-rating
corporate bonds that are consistent with the estimated periods of the retirement benefit obligations,
in principle.

Changes in the present value of defined benefit obligations for employees’ service in prior periods
that arose due to an amendment to the plan are recognized in profit or loss in the period in which the
amendment was made.

The Group recognizes all actuarial gains and losses arising from the Group’s defined benefit
retirement plans in other comprehensive income (“defined benefit remeasurement”) and immediately
reclassifies these gains and losses to retained earnings.

B. Defined Contribution Retirement Plans

Contributions to be made for employees’ service corresponding to each fiscal period are recognized
as expenses for the fiscal year.

C. Short-term Employee Benefits

The undiscounted amount of short-term employee benefits expected to be paid in exchange for the
service rendered by employees during the fiscal period are recognized in profit or loss. For bonuses,
the estimated amount of payments is recognized as a liability when the Group has legal or
constructive obligations to make such payments and reliable estimates of the obligations can be
made.

(13) Provisions

A provision is recognized when there is a present legal or constructive obligation as a result of past
events, when it is probable that an outflow of resources embodying economic benefits will result from
the settlement of the obligation, and when a reliable estimate of the obligation can be made. The
amount recognized as a provision is the best estimate of the expenditure required to settle the present
obligation (future cash flows), taking into account risks and uncertainty related to the obligation at the
end of the fiscal year. When the time value of money for the provisions is material, the amount of the
provisions is measured at the present value calculated by discounting estimated future cash flows at a
pre-tax discount rate, reflecting risks inherent in the liabilities. Unwinding of the discount reflecting the
passage of time is recognized as a financial cost.

Major provisions are provisions for asset retirement obligations, which are recognized and measured by
estimating asset retirement obligations individually and specifically taking into account the status of
each property based on expected usable years, etc., determined in light of past records of restoration
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and useful lives of inside fixtures in offices and other places, in preparation for obligations for
restoration of rental offices, buildings and stores and removal of harmful materials related to non-
current assets. An outflow of economic benefits in the future is expected to be principally in a period
after one year from the end of each fiscal year.

(14) Equity
A. Common Stock and Capital Surplus

Equity instruments issued by the Company are recorded in equity and capital surplus. Transaction
costs directly attributable to the issuance are deducted from capital surplus.

B. Treasury Stock

When treasury stock is acquired, the treasury stock is recognized at cost and presented separately as
an item in equity. Transaction costs directly attributable to the acquisition are deducted from equity.

When treasury stock is sold, consideration received is recognized as an increase in equity.

(15) Revenue
A. Sale of Goods

Revenue from the sale of goods is recognized when the significant risks and rewards incidental to
ownership of the goods have been transferred to a customer, the Group retains neither continuing
managerial involvement to the degree usually associated with ownership nor effective control over
the goods sold, it is probable that the economic benefits associated with the transaction will flow to
the Group, and the costs and revenue that occurred in respect of the transaction can be measured
reliably. Specifically, the Group recognizes revenue on the date when the goods are shipped or
delivered to the customer or when the customer performs an inspection of the delivered goods,
depending on the timing when ownership and risks to be borne are transferred from the Group to the
customer.

B. Rendering of Services

Services provided by the Group are principally requested repairs that occur in association with sales
of products, etc., and contracted maintenance services that are completed in the short term. For these
transactions, revenue is recognized at the time of completion of the performance of obligation by
persons providing these services or when the customer accepts the completion of services rendered.

C. Gross Presentation and Net Presentation of Revenue

For a transaction in which the Group has functions to increase the added value of goods or services
themselves and to provide them as a party to the transaction and bears significant risks associated
with the transaction, revenue is presented on a gross basis. On the other hand, revenue for the
following transactions is presented at a net amount calculated by deducting the cost from the total
amount of transactions with the customer.

 Transactions in which the Group, as an agent, makes arrangements for other third parties to sell
goods or provide services

» Transactions in which the Group involves as a party to the transaction but neither has functions to
increase the added value of goods or services nor bears significant risks associated with the
transaction

(16) Government Grants

Proceeds from government grants are recognized at fair value when there is reasonable assurance that
the conditions attached to them will be complied with, and that the grant will be received. Grants for
expenses incurred are recorded as revenue in the fiscal year in which the expenses are incurred. For
grants for acquisition of assets, the amount is deducted from cost of the assets.
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(17) Financial Income and Costs

Financial income consists of interest income, dividends received, gains on changes in fair value and
sale of FVTPL financial assets, and gains on changes in fair value of derivatives. Interest income is
recognized using the effective interest method when it arises. Dividends received are recognized when
the Group’s right to receive the payment is established.

Financial costs consist of interest expense, losses on changes in fair value and sale of FVTPL financial
assets, impairment losses of financial assets measured at cost other than trade receivables, and losses on
changes in fair value of derivatives. Interest expense is recognized using the effective interest method
when incurred.

(18) Income Taxes

Income taxes, which comprise current taxes and deferred taxes, are recognized in profit or loss, expect
for taxes arising from items that are recorded directly in equity or accumulated other comprehensive
income and taxes arising from initial recognition of business combinations.

Current taxes are measured at the amount that is expected to be paid to, or refunded from, the taxation
authorities. In calculating the amount of taxes, the Group applies tax rates and tax laws that have been
enacted or substantively enacted by the end of the fiscal year in countries where the Group operates
business activities and has taxable profit or tax loss.

Deferred taxes are calculated based on the temporary differences between the tax base of an asset or
liability and its carrying amount at the fiscal year end. Deferred tax assets are recognized for deductible
temporary differences, carryforward of unused tax credits, and unused tax losses to the extent that it is
probable that future taxable profit will be available against which they can be utilized. Deferred tax
liabilities are, in principle, recognized for taxable temporary differences.

The deferred tax assets or liabilities are not recognized for the following temporary differences:
» Temporary differences from the initial recognition of goodwill

» Temporary differences from the initial recognition of assets and liabilities arising from transactions
(excluding business combination transactions) that affect neither accounting profit nor taxable profit

Deferred tax liabilities for taxable temporary differences associated with investments in subsidiaries
and associates are not recognized if the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary differences will not reverse in the
foreseeable future. Deferred tax assets for deductible temporary differences arising from investments in
subsidiaries and associates are recognized only to the extent it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which
temporary differences can be used.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
in which the asset is realized or the liability is settled, based on a tax rate (and tax laws) that has been
enacted or substantively enacted by the end of the fiscal year.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
assets against current tax liabilities and the taxes are levied by the same taxation authority on the same
taxable entity.

(19) Earnings per Share

Basic earnings per share are calculated by dividing profit or loss attributable to owners of the parent
entity by the weighted-average number of ordinary shares outstanding during the period.
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4.  Use of Estimates and Judgments

In the preparation of consolidated financial statements, the management uses estimates and judgments.
Estimates and judgments made by the management have an impact on the amounts of assets and liabilities
as of the reporting date and disclosure of contingent liabilities, and the amounts reported as revenue and
expenses.

Major items in which the carrying amounts of assets, liabilities, revenue, and expenses are impacted by
judgments made in application of the accounting policies are as follows.

 Indication of impairment for property, plant and equipment, goodwill, intangible assets, etc. (refer to
Note 3. “Significant Accounting Policies (10) Impairment of Non-financial Assets™)

* Recognition and presentation of revenue (refer to Note 3. “Significant Accounting Policies (15)
Revenue™)

Assumptions used in accounting estimates may differ from actual figures because these assumptions are
set based on past experience and appropriately collected, available information. Estimates and
assumptions are reviewed by the management on an ongoing basis. Effects of these reviews of estimates
and assumptions are recognized in the period in which the estimates and assumptions are reviewed and
subsequent periods.

Information on uncertainty of assumptions and estimates that have a risk of resulting in significant
adjustments in the next fiscal year is as follows.

 Impairment of Non-financial Assets

Impairment test of non-financial assets is performed based on many assumptions and estimates, such as
assumptions for measurement of fair value, less costs to sell, in calculation of the recoverable amount or
estimated future cash flows of cash-generating units as bases for calculation of value in use and discount
rate. There is a risk that changes in uncertain future economic conditions may result in significant
adjustments to the amount of impairment losses.

The content and amount related to impairment of non-financial assets are discussed in Note 30.
“Impairment Loss”.

» Estimates of Income Taxes

In calculation of income taxes, estimates and judgments are required for various factors, including
interpretation of tax regulations and history of past tax examinations. Therefore, the carrying amount of
income taxes may differ from the actual amount of tax payment.

Deferred tax assets are recognized to the extent it is probable that taxable profit will be available against
which deductible temporary differences can be used. As the timing when taxable profit is earned and the
amount thereof may be affected by changes in uncertain future economic conditions, there is a risk that
the amount recognized in subsequent fiscal years may change significantly if the actual timing and
amount differ from the estimates.

The content and amount related to income taxes are discussed in Note 16. “Deferred Taxes and Income
Taxes”.

* Measurement of Defined Benefit Obligations in Defined Benefit Retirement Plans

Defined benefit obligations are computed through actuarial calculation, and premises for the actuarial
calculation include estimates of discount rate, employee turnover, mortality rate, salary increase rate, etc.
These premises are determined with all available information, such as market trends of interest rate
fluctuations judged comprehensively. These premises may be affected by economic conditions and
revisions of laws and regulations, and there is a risk that such effects may cause significant changes in the
measurement of defined benefit obligations in subsequent fiscal years.

Details on measurement of defined benefit obligations in defined benefit retirement plans and the amount
are discussed in Note 22. “Employee Benefits”.
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¢ Measurement of Provisions

The Group records asset retirement obligations as a provision in the consolidated statement of financial
position. The amount recorded is the present value calculated by discounting the best estimate of
expenditure required to settle the obligations, which takes into account risks and uncertainty as of the end
of the fiscal year, at a pre-tax discount rate, reflecting risks inherent in the liabilities.

Although the amount of expenditure required to settle the obligations is calculated comprehensively
taking into account future possible outcomes, this amount may be affected by occurrence of unpredictable
events or changes in the situations. If the actual amount of payment differs from the estimate, or if there is
any significant change in the discount rate for discounting the estimated expenditure due to changes in
economic conditions and other factors, the amount recognized in subsequent fiscal years may be affected
significantly.

The amount of recognized asset retirement obligations is discussed in Note 21. “Provisions”.

Segment Information
(1) Outline of Reportable Segments

The reportable segments of the Group are components of the Group whose separate financial
information is available. These segments are periodically evaluated by the Board of Directors in
deciding how to allocate management resources and in assessing performance.

The Group has adopted the business division system. Each business division plans strategies for each
category of target customers and markets and develops business activities. The Group has four
reportable segments that correspond to the business divisions, namely the “Energy Trade Division,”
“Car-Life Division,” “Total Home-Life Division,” and “Power & Utility Division”.

The Energy Trade Division is engaged in the supply of industrial energy and materials; sale of asphalt
and high-grade urea solution (AdBlue); sale of marine fuel and lubricating oil; the import/export and
domestic supply/demand adjustment trading of petroleum products; chartering and operation of tankers;
and provisions of logistics functions, such as petroleum storage facilities.

The Car-Life Division is engaged in the sale of gasoline, kerosene, light diesel oil, heavy fuel oil and
grease, and the sales and business services to consumers, mostly through Car-Life Stations, including
the sale of automobiles and automobile products, motor-vehicle inspections, auto maintenance and rent-
a-car business.

The Total Home-Life Division is engaged in the sale of LPG, equipment (combustion, kitchen, air
conditioning, other household equipment, etc.), next-generation energy equipment (solar power
generation systems, fuel cells, etc.) and other lifestyle products, and rendering of home-related services.

The Power & Ultility Division is engaged in the electricity and steam supply business (electricity, steam,
etc.), heat supply service for air conditioning and LNG (liquefied natural gas) sale business.

Other businesses include the development and promotion of overseas projects and commissioned
business for clerical work.

In the fiscal year ended March 31, 2014, positioning the power and utility business and the overseas
business as priority fields, while expanding and enhancing the existing core petroleum and gas-related
business, the Group implemented Group-wide organizational reform in order to improve speed,
flexibility, and governance in each field.

According to this reform, the Group integrated the Industrial Material Division and the Global Trade
Division into the Energy Trade Division, as well as the Home-Life Division and the Total-Life Division
into the Total Home-Life Division. The Group also established the new Power & Utility Division.
Businesses, including the electricity and steam supply business and the heat supply business, which had
been previously conducted by the Industrial Material Division, were incorporated into this segment.

The segment information for the fiscal year ended March 31, 2013, was restated and reclassified into
the segments used for the fiscal year ended March 31, 2014.
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(2) Information on Reportable Segments

The accounting method for the reportable segments is generally the same as the method described in
Note 3. “Significant Accounting Policies”.

For the fiscal year ended March 31, 2013

For the fiscal year ended March 31, 2014

(Millions of yen)
Reportable segment
Energy . Total Power & . Consoli-
Trade Car-Life Home-Life  Utility Total Other Total Adjustment dated

Revenue
Revenue from 213,816 523314 104445 22,865 864,440 149 864,589 ~ 864,589
external customers
Intersegment 2,511 12,880 156 - 15,547 297 15,844  (15,844) -
revenue

Total revenue 216,327 536,194 104,601 22,865 879,987 446 880,433 (15,844) 864,589
Gross profit 8,739 30,575 26,127 4,101 69,542 124 69,666 - 69,666
Selling, general and
administrative (4.897)  (26,916)  (21,944) (2,023)  (55,780) (62)  (55,842) 174 (55,668)
expense
Loss from tangible
assets, intangible (164) (94) 8 (380) (630) — (630) (284) 914)
assets and goodwill
Other profit (loss) (1,092) 417 189 117 (369) 2 (367) 21 (346)
Profit from 2,586 3,982 4,380 1,815 12,763 64 12,827 (89) 12,738
operating activities
Financial income (195) (71) (24) (331) (621) 3) (624) 148 (476)
(costs)
Share of profit
(loss) of
investments 5 26 367 (409) (11) - (11) (17) (28)
accounted for by the
equity method
Segment profit 2,396 3,937 4,723 1,075 12,131 61 12,192 42 12,234
Other items
Depreciation and
o (372)  (3222)  (2,923)  (2,340)  (8,857) (7 (8,864) (362)  (9,226)
Impairment loss (25) (71) (13) — (109) — (109) (118) (227)
Segment assets 96,453 100,270 58,178 38,903 293,804 819 294,623 21,270 315,893
Investments
accounted for by the 105 91 4,354 1,029 5,579 - 5,579 453 6,032
equity method
Capital expenditures 1,168 4,001 2,888 2,841 10,898 9 10,907 577 11,484
Total trading 733,177 561,448 109,550 25611 1,429,786 960 1,430,746 ~ 1,430,746

transactions

(Millions of yen)
Reportable segment
Energy . Total Power & . Consoli-
Trade Car-Life Home-Life Utility Total Other Total Adjustment dated

Revenue
Revenue from 237461 572,879 122,503 33,117 965,960 84 966,044 ~ 966,044
external customers
Intersegment 252 12,725 657 - 13,634 184 13,818 (13,818) -
revenue

Total revenue 237,713 585604 123,160 33,117 979,594 268 979,862 (13,818) 966,044
Gross profit 7,620 31,292 27,250 5,359 71,521 78 71,599 - 71,599
Selling, general and
administrative (4,925)  (28,029)  (22.428)  (2.391)  (57.773) (67)  (57,840) (38)  (57.878)
expense
Loss from tangible
assets, intangible (102) (810) an (680)  (1,609) (1)  (1,610) 150 (1,460)
assets and goodwill
Other profit (loss) (342) (19) 229 72 (60) (10) (70) (332) (402)
Profit from 2,251 2,434 5,034 2,360 12,079 0 12,079 (220) 11,859
operating activities
Financial income (242) (180) 31 (102) (493) @) (497) 41 (456)
(costs)
Share of profit (loss)
of investments
accounted for by the 8 17 538 (14) 549 - 549 1) 528
equity method
Profit from sales of
investments in - - - 1,897 1,897 - 1,897 - 1,897
subsidiaries and
associates
(Sl‘:)%‘s‘)lem profit 2,017 2,271 5,603 4,141 14,032 4 14,028 (200) 13,828
Other items
Depreciation and
B (760) (2,810)  (2,887)  (3.239)  (9,696) (8) (9,704 (522)  (10,226)
Impairment loss (80) (740) (70 (283)  (1,173) - (1,173) (190)  (1,363)
Segment assets 93,255 99,387 64,248 44,660 301,550 694 302,244 18,480 320,724
Investments
accounted for by the 100 107 4,718 549 5,474 - 5,474 453 5,927
equity method
Capital expenditures 955 2,976 2,865 8,807 15,603 - 15,603 887 16,490
Total trading 730,505 612259 126846 36438 1,506,048 558 1,506,606 ~ 1,506,606
transactions

(Note) Intersegment transactions have been conducted at ordinary transaction prices.
Segment profit was adjusted based on profit before tax in the consolidated statement of comprehensive income.
The adjustment of ¥42 million to segment profit represents corporate profit not allocated to reportable segments.
The adjustment of ¥21,270 million to segment assets represents corporate assets not allocated to reportable segments.

Total trading transactions are an item voluntarily disclosed by the Company and represent the amount of sales in
accordance with Japanese accounting practices.

38 ITOCHU ENEX CO., LTD. Annual Report 2014

(Note) Intersegment transactions have been conducted at ordinary transaction prices.

Segment profit was adjusted based on profit before tax in the consolidated statement of comprehensive income.

The adjustment of negative ¥200 million to segment profit represents corporate loss not allocated to reportable

segments.

The adjustment of ¥18,480 million to segment assets represents corporate assets not allocated to reportable segments.

Total trading transactions are an item voluntarily disclosed by the Company and represent the amount of sales in
accordance with Japanese accounting practices.
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(3) Products and Services Information

This information is omitted because the classification of products and services is the same as the
classification of reportable segments.

(4) Geographic Information

This information is omitted because revenue from external customers in Japan accounts for a large
percentage of the revenue recorded in the consolidated statement of comprehensive income for the
fiscal years ended March 31, 2013 and 2014.

(5) Major Customers Information

This information is omitted because there is no major external customer from which revenue accounts
for 10% or more of the revenue recorded in the consolidated statement of comprehensive income for
the fiscal years ended March 31, 2013 and 2014.

6. Business Combinations
For the fiscal year ended March 31, 2013

The major business combination during the fiscal year ended March 31, 2013, was as follows:

Acquisition of TOKYO TOSHI SERVICE COMPANY

The Company acquired 66.6% shares in TOKYO TOSHI SERVICE COMPANY held by Tokyo
Electric Power Company on May 22, 2012 (“acquisition date”), and made this company a subsidiary
with 66.6% of its voting rights held by the Company. TOKYO TOSHI SERVICE COMPANY is
principally engaged in the heat supply business, commissioned heat storage services, commissioned
operation of heat supply facilities and energy consulting business. The Company pursues synergies
between its existing core business, i.¢., sales of petroleum products by the Company and this
company’s electricity-related business and heat supply business as a provider of “best mix” energy
solutions.

(1) The fair values of consideration paid, non-controlling interests, assets acquired and liabilities
assumed as of the acquisition date are shown below:

(Millions of yen)
Item Amount
Fair value of consideration paid (Notes 1 and 2) 9,618
Fair value of non-controlling interests 4,852
Total 14,470
Fair value of assets acquired and liabilities assumed
Current assets 3,334
Non-current assets 18,576
Current liabilities (1,362)
Non-current liabilities (6,078)
Net assets 14,470
(Notes) 1. The consideration paid was fully settled in cash.
2. There is no contingent consideration.

The fair values of assets acquired, liabilities assumed and non-controlling interests were determined
comprehensively taking into account the financial and assets conditions reviewed through due
diligence by a third party, assessment of corporate value by a financial advisor and other factors.
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Selling, general and administrative expense of ¥111 million was recorded as acquisition-related costs
for this business combination.

(2) Fair Value of Acquired Receivables

The total amount and fair value of trade receivables is ¥1,201 million. There are no impaired trade
receivables and the contractual amount is expected to be fully collected.

(3) Performance from the Acquisition Date

Operating results of TOKYO TOSHI SERVICE COMPANY from the acquisition date, which are
included in the consolidated statement of comprehensive income for the fiscal year ended March 31,
2013, are shown below:

(Millions of yen)
Item TOKYO TOSHI SERVICE COMPANY
Revenue 9,382
Profit 917
Profit attributable to owners of the parent 635

(4) Pro Forma Information

Pro forma information (unaudited information) in the case of assuming that the business
combination of TOKYO TOSHI SERVICE COMPANY had been carried out on April 1, 2012, the
beginning of the previous fiscal year, is omitted because the approximate amount of this impact is
insignificant.

For the fiscal year ended March 31, 2014

There were no business combinations during the fiscal year ended March 31, 2014. The significant
business combination after March 31, 2014, is as follows:

Acquisition of Osaka Car Life Group Co., Ltd.

At the Board of Directors meeting held on April 17, 2014, the Company resolved to acquire 200 issued
shares (51.95% of the total number of issued shares) of Osaka Car Life Group Co., Ltd., thereby
making it a subsidiary, and concluded a share transfer agreement with NMC2007 Investment Limited
Partnership as of April 17, 2014. The Company acquired these shares for ¥6,000 million on May 27,
2014.

The purpose of this share acquisition is to extend the reach of the Company’s Car-Life Division beyond
sales of fuel and other products, and operation of Car-Life Stations by making a full-scale entry into the
automobile-related business. In this way, the move will contribute to the division’s aims of
“strengthening the Car-Life value chain” and “increasing added value across the entire value chain”.
Organically, combining the business resources of Osaka Car Life Group Co., Ltd., and the Company
will further enhance the Company’s existing business base, which primarily includes fuel sales.
Moreover, the Company will also pursue synergies to propose new value for customers’ motoring
lifestyles.

Detailed information on accounting treatment for this business combination is not disclosed, as the
initial accounting treatment for this share acquisition was not completed as of the issue date of these
consolidated financial statements.

Cash and Cash Equivalents

Cash and cash equivalents as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 and
2014, were composed of cash and deposits.
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8. Trade Receivables

The components of trade receivables are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Trade receivables

Trade receivables 132,654 129,185 132,555
Trade notes receivable 8,202 7,612 8,705
Allowance for credit losses (307) (219) (971)
Total 140,549 136,578 140,289
9. Securities and Other Financial Assets
The components of other current financial assets are shown below:
(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Other current financial assets

Securities (Note) 999 703 905
Short-term loans receivable 691 1,016 1,869
Other accounts receivable 7,550 7,145 7,532
Derivative assets 1,100 1,885 169
Other 732 699 738

Total 11,072 11,448 11,213

(Note) The component of securities is shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Securities
FVTPL financial assets

999

703

905

Total

999

703

905

The component of other investments is shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Other investments
FVTOCI financial assets

7,395

8,925

7,349

Total

7,395

8,925

7,349
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The components of non-current financial assets other than investments are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Non-current financial assets other than
investments

Non-current loans receivable 1,167 964 805
Non-current lease receivables 1,750 2,424 2,123
Guarantee deposits 6,332 7,085 7,462
Other 692 603 668
Allowance for credit losses (619) (503) (460)
Total 9,322 10,573 10,598

10. Inventories

11.

The components of inventories are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1, 2012)

As of March 31, 2013

As of March 31, 2014

Merchandise and finished goods 15,253 17,288 17,820
Raw materials 774 846 835
Total 16,027 18,134 18,655

For the fiscal years ended March 31, 2014 and 2013, the amount of inventories expensed as cost of sales

was ¥880,226 million and ¥782,290 million, respectively.

For the fiscal years ended March 31, 2014 and 2013, the amount of inventories written down to net
realizable value was ¥51 million and ¥804 million, respectively. These amounts written down are included
in cost of sales in the consolidated statement of comprehensive income.

The carrying amount of inventories recorded at fair value, less cost to sell, on a recurring basis as of the
date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, was ¥3,676 million, ¥4,285
million and ¥2,823 million, respectively. The fair value is measured based on the amount obtained from a
pricing service agency that was principally evaluated by the market approach and classified as Level 2.

(1) Major Associates

Investments Accounted for by the Equity Method

Details of a major associate are as follows. In the Group, all investments in associates are accounted for
by the equity method. There is no investment in associates for which stock quotations have been

published.
As of the date of transition to IFRSs (April 1, 2012), March 31, 2013 and 2014
Percentage of
Name Major business Location equity held
(%)
JAPAN GAS ENERGY CORPORATION | Sale of LPG products Minato-ku, Tokyo 20.0
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(2) Breakdown of Comprehensive Income from Associates

For investments in associates accounted for by the equity method, the amounts of corresponding share

of comprehensive income recorded are shown below:

A. Profit or Loss

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

JAPAN GAS ENERGY CORPORATION 288 486
Other associates (316) 42
Total (28) 528
B. Other Comprehensive Income
(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

JAPAN GAS ENERGY CORPORATION (1) 9
Other associates 53 38
Total 52 47
C. Total Comprehensive Income
(Millions of yen)

(4) Reconciliation Between Carrying Amounts and Summarized Financial Information of Major

Associates

JAPAN GAS ENERGY CORPORATION

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

ENERGY CORPORATION

Net assets of the associate 14,723 15,922 17,888
The Group’s share of net assets 2,945 3,184 3,578
Other adjustments - - -
Carrying amounts of the Group’s

equity interest in JAPAN GAS 2,945 3,184 3,578

12. Property, Plant and Equipment

Changes in acquisition cost, accumulated depreciation and accumulated impairment loss of property, plant

and equipment are shown below:

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

JAPAN GAS ENERGY CORPORATION 287 495
Other associates (263) 80
Total 24 575

(3) Summarized Financial Information of Major Associates

Summarized financial information of a major associate accounted for by the equity method is shown

below:

JAPAN GAS ENERGY CORPORATION

[Acquisition Cost]
(Millions of yen)
Buildings | Machinery, .
Land and equipment Vessels Other Ciznsrt(l;ucgszn Total
structures | and vehicles progr

As of the date of
transition to IFRSs 13,587 22,123 39,932 - 11,839 1,872 89,353
(April 1,2012)
Acquisition 630 913 3,108 10 1,393 5,386 11,440
Reclassification (627) 9 4,984 478 240 (6,184) (1,100)
Acquisition through 26 3,763 8,794 - 32 208 12,823
business combinations
Disposal (515) (222) (2,268) - (196) - (3,201)
Other - 249 295 - 3) (718) (177)
As of March 31,2013 13,101 26,335 54,845 488 13,305 564 109,138
Acquisition 218 1,232 2,342 176 1,909 9,637 15,514
Reclassification (117) 919 2,062 671 226 (3,781) (20)
Acquisition through 440 287 434 - 7 1,550 2,718
business combinations
Disposal 31) (2,298) (4,413) - (613) (1) (7,356)
Other 34 602 56 - (12) (361) 319
As of March 31,2014 13,645 27,577 55,326 1,335 14,822 7,608 120,313

during the period

(Millions of yen)
As of the date of
transition to IFRSs As of March 31, 2013 As of March 31, 2014
(April 1,2012)
Current assets 43,951 42,147 52,027
Non-current assets 6,408 5,627 4,789
Current liabilities 34,197 30,331 37,337
Non-current liabilities 1,439 1,521 1,591
Net assets 14,723 15,922 17,888
Revenue — 189,183 216,828
Profit - 1,440 2,430
Other comprehensive income - %) 45
Comprehensive income — 1,435 2,475
Dividends received from associates _ 47 100
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[Accumulated Depreciation and Accumulated Impairment Loss]

(Millions of yen)
Buildings | Machinery, .
Land and equipment Vessels Other Cii)lnsrt(l)'ucr:ssosn Total

structures | and vehicles prog
As of the date of
transition to IFRSs - (12,836) (27,614) - (7,895) - (48,345)
(April 1,2012)
Depreciation - (693) (3,715) (11) (1,264) - (5,683)
Impairment loss - - (33) - 2) - (35)
Reclassification - 258 - - - - 258
Disposal - 163 2,041 - 167 - 2,371
Other - (65) 17 - (1) - (49)
As of March 31,2013 - (13,173) (29,304) (11) (8,995) - (51,483)
Depreciation - (1,046) (4,872) (116) (1,530) - (7,564)
Impairment loss 0) (146) (274) - (50) - (470)
Reclassification - (92) - - - - (92)
Disposal - 2,151 4,105 - 572 - 6,828
Other - (247) (293) - 4) - (544)
As of March 31, 2014 (0) (12,553) (30,638) (127) (10,007) - (53,325)

[Carrying Amount]
(Millions of yen)
Buildings | Machinery, .
Land and equipment Vessels Other (i:)lnsrt(l;ucr:zlsosn Total

structures | and vehicles prog
As of the date of
transition to [FRSs 13,587 9,287 12,318 - 3,944 1,872 41,008
(April 1,2012)
As of March 31, 2013 13,101 13,662 25,541 477 4,310 564 57,655
As of March 31,2014 13,645 15,024 24,688 1,208 4,815 7,608 66,988

Carrying amounts of finance lease assets (net of accumulated depreciation and accumulated impairment
loss) included in property, plant and equipment are shown below:

(Millions of yen)
oy Machinery,
Buildings and equipment and Vessels Other Total
structures .
vehicles

As of the date of

transition to IFRSs 24 2,815 - 3,071 5,910
(April 1,2012)

As of March 31, 2013 20 3,383 - 2,744 6,147
As of March 31, 2014 11 2,835 141 2,289 5,276

The depreciation expense of property, plant and equipment is included in cost of sales and selling, general
and administrative expense in the consolidated statement of comprehensive income.

Expenditures related to property, plant and equipment under construction are presented as construction in
progress in the above table.

There were no property, plant and equipment pledged as collateral as of the date of transition to IFRSs
(April 1, 2012) and March 31, 2013 and 2014.

There were no borrowing costs capitalized in the fiscal years ended March 31, 2013 and 2014.

For the commitments for acquisition of property, plant and equipment, please refer to Note 38.

“Commitments”.
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13. Investment Property

Changes in acquisition cost, accumulated depreciation and accumulated impairment loss of investment

property are shown below:

[Acquisition Cost]

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Balance at the beginning of the year 30,257 31,142
Acquisition 378 85
Expenditure after acquisition 665 350
Reclassification 1,100 19
Disposal (1,261) (2,298)
Other 3 20
Balance at the end of the year 31,142 29,318
[Accumulated Depreciation and Accumulated Impairment Loss]
(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Balance at the beginning of the year (15,197) (15,510)
Depreciation (315) (309)
Impairment loss (192) (876)
Reclassification (257) 92

Disposal 460 1,548

Other ) (27)
Balance at the end of the year (15,510) (15,082)

The rental income from investment property for the fiscal years ended March 31, 2013 and 2014, was
¥3,867 million and ¥3,784 million, respectively, which were included in revenue in the consolidated
statement of comprehensive income. The direct operating expenses incurred incidental to rental income
were ¥1,673 million and ¥1,875 million, respectively, which were included in cost of sales in the

consolidated statement of comprehensive income.

[Carrying Amount and Fair Value]

(Millions of yen)
Carrying amount Fair value
As of the date of transition to IFRSs (April 1,2012) 15,060 15,430
As of March 31, 2013 15,632 15,800
As of March 31, 2014 14,236 14,341

The Group has rental facilities for selling petroleum products, such as gas stations, and rental storage

facilities for petroleum products throughout Japan.

Fair value of the above investment property is classified into Level 3. The fair value is calculated based on
the amount measured using the sales comparison method and the discounted cash flow method, taking
into account the market conditions adjustment, area-specific value and other factors computed by the

Group.
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14. Goodwill and Intangible Assets

Changes in acquisition cost, accumulated amortization and accumulated impairment loss of goodwill and
intangible assets are shown below:

[Carrying Amount]
(Millions of yen)
Goodwill Relationship with Software Other Total
customers

As of the date of

transition to IFRSs - 4,617 2,278 224 7,119
(April 1,2012)

As of March 31, 2013 - 8,529 2,132 338 10,999
As of March 31, 2014 229 8,199 1,711 370 10,509

[Acquisition Cost]
(Millions of yen)
Goodwill Relationship with Software Other Total
customers
As of the date of
transition to IFRSs — 9,288 3,769 328 13,385
(April 1,2012)
Acquisition - 1,507 397 384 2,288
Reclassification - 7 229 (236) -
Acquisition through - 4,825 154 72 5,051
business combinations
Disposal - (677) (327) (173) (1,177)
Other - 26 3 26 55
As of March 31,2013 - 14,976 4,225 401 19,602
Acquisition - 592 257 161 1,010
Reclassification - - 58 (58) -
Acqulsltlon thr.oug.h 229 606 0 0 335
business combinations
Disposal - (1,389) (874) 17) (2,280)
Other - (98) 116 25 43
As of March 31,2014 229 14,687 3,782 512 19,210
[Accumulated Amortization and Accumulated Impairment Loss]
(Millions of yen)
Goodwill Relationship with Software Other Total
customers
As of the date of
transition to IFRSs - (4,671) (1,491) (104) (6,266)
(April 1,2012)
Amortization - (2,435) (780) (14) (3,229)
Impairment loss - - - - -
Disposal - 659 324 173 1,156
Other - 0) (146) (118) (264)
As of March 31,2013 - (6,447) (2,093) (63) (8,603)
Amortization - (1,531) (795) 27) (2,353)
Impairment loss - - (16) - (16)
Disposal - 1,386 869 13 2,268
Other - 104 (36) (65) 3
As of March 31,2014 - (6,488) (2,071) (142) (8,701)
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Carrying amounts of finance lease assets (net of accumulated amortization and accumulated impairment
loss) included in intangible assets are shown below:

(Millions of yen)
Software
As of the date of transition to IFRSs (April 1,2012) 83
As of March 31, 2013 63
As of March 31, 2014 41

The amortization expense of intangible assets is included in cost of sales and selling, general and
administrative expense in the consolidated statement of comprehensive income.

Of the above intangible assets, significant assets are supply rights to customers recognized during
business combinations (date of transition to IFRSs (April 1, 2012): ¥26.79 million, March 31, 2013:
¥6,077 million, and March 31, 2014: ¥5,586 million) and rights to retail LPG (date of transition to IFRSs
(April 1, 2012): ¥1,449 million, March 31, 2013: ¥2,093 million, and March 31, 2014: ¥2,189 million).
These amounts were included in relationship with customers. The remaining amortization periods of these
intangible assets as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, are 2
to 4 years, 1 to 41 years and 2 to 40 years, respectively, for supply rights to customers, and 1 to 5 years, 1
to 10 years and 1 to 10 years, respectively, for rights to retail LPG.

There were no intangible assets pledged as collateral as of the date of transition to IFRSs (April 1, 2012)
and March 31, 2013 and 2014.

Impairment Test for Goodwill

In performing an impairment test for goodwill, the Group allocates goodwill to the petroleum product
sales business and calculates the recoverable amount of the petroleum product sales business, which is a
cash-generating unit, based on value in use.

The Group calculates value in use by discounting estimated future cash flows based on the latest business
plan approved by the Board of Directors to the present value.

The Group assumes that the growth rate is zero and uses a pre-tax discount rate reflecting the current
market valuation on time value of money, risks inherent in the asset and other factors as the discount rate
(as of March 31, 2014: 7%).

The Group considers that significant impairment is unlikely to arise in the cash-generating unit even if the
growth rate or discount rate used in the above impairment test changes within a reasonably predicable
range.
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15. Leases
(1) Lessee

A. Finance Leases

The total future minimum lease payments under finance leases and the present value thereof as of the

date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, are shown below:

(Millions of yen)

(2) Lessor

A. Finance Leases

The total future minimum lease payments receivable under finance leases and the present value
thereof as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, are shown

below:

(Millions of yen)

Total future minimum lease payments

Present value of

total future minimum lease payments

Total future minimum lease payments receivable

Present value of

total future minimum lease payments receivable

As of the date As of the date
. i As of As of
of transition to As of As of of transition to March 31 March 31
IFRSs March 31, 2013 | March 31, 2014 IFRSs *‘;813 ’ azrgl L
(April 1,2012) (April 1,2012)
Not later than 1 year 2,126 2,462 2,529 2,071 2,397 2,460
Later than 1 year and 5,602 5,185 3,851 5437 5,040 3,753
not later than 5 years
Later than 5 years - - 75 - - 72
Total 7,728 7,647 6,455 7,508 7,437 6,285
Less: Accrued
financial costs (220) (210) (170)
Present value of total
future minimum lease 7,508 7,437 6,285

payments

The total of future minimum sublease payments expected to be received under noncancelable
subleases as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, were
¥2.097 million, ¥2,868 million, and ¥2,599 million, respectively.

Lease agreements do not have any contingent rent payable, renewal or purchase options, escalation
clauses and restrictions imposed by the lease agreements (such as those concerning dividends,
additional debt and further leasing).

B. Operating Leases

As of the date As of the date
of transition to As of As of of transition to As of As of
IFRSs March 31, 2013 | March 31, 2014 IFRSs March 31, 2013 | March 31, 2014
(April 1,2012) (April 1,2012)
Not later than 1 year 368 466 502 347 444 476
Later than 1 year and 1,188 1,284 1,106 1,126 1,238 1,071
not later than 5 years
Later than 5 years 624 1,186 1,051 624 1,186 1,052
Total 2,180 2,936 2,659 2,097 2,868 2,599
Less: Unearned
financial income 33) (68) (60)
Present value of total
future minimum lease 2,097 2,868 2,599

payments receivable

B.  Operating Leases

The total future minimum lease payments receivable under noncancelable operating leases as of the
date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, are shown below:

The total future minimum lease payments under noncancelable operating leases as of the date of
transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, are shown below:

(Millions of yen)

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

As of the date of
transition to IFRSs
(April 1,2012)

As of
March 31, 2013

As of
March 31, 2014

Not later than 1 year 488 558 421
Later than 1 year and not later than 5 years 729 276 -
Later than 5 years - - -

Total 1,217 834 421

Not later than 1 year 2,103 2,628 4,189
Later than 1 year and not later than 5 years 1,606 1,808 3,404
Later than 5 years - - 993

Total 3,709 4,436 8,586

The total of future minimum sublease payments expected to be received under noncancelable
subleases as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, was
¥1,217 million, ¥834 million, and ¥421 million, respectively.

As of March 31, 2013 and 2014, lease payments recognized as expenses under cancelable or
noncancelable operating leases were ¥4,173 million and ¥6,438 million, respectively, while sublease
payments receivable were ¥558 million and ¥752 million, respectively.

Lease agreements do not have any contingent rent payable, renewal or purchase options, escalation
clauses and restrictions imposed by the lease agreements (such as those concerning dividends,
additional debt and further leasing).
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16. Deferred Taxes and Income Taxes

(1) Deferred Taxes

The details of changes in deferred tax assets and liabilities are shown below:

In recognizing deferred tax assets, the Group assesses recoverability, taking into account expected
future taxable profits and tax planning. As a result of the assessment of recoverability, deferred tax
assets have not been recognized for some deductible temporary difference and unused tax loss

carryforwards.

Deductible temporary differences for which no deferred tax asset is recognized and unused tax loss

carryforwards are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Deductible temporary differences 1,696 1,749 1,629
Unused tax loss carryforwards 329 398 652
Total 2,025 2,147 2,281

The amounts of unused tax loss carryforwards for which deferred tax assets are not recognized by

expiry time are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

(Millions of yen)
As Ofﬂ.lef date of Amount recﬁgl(;;ﬁrtlé in
transition to recognized in other Other As of March 31,
I.FRSS profit or loss comprehensive (Note) 2013
(April 1,2012) income
Deferred tax assets:
Non-current assets 10,120 (354) - 579 10,345
Securities 813 194 (516) - 491
Post-employment
bonoh tsp Y 2,328 (12) 64 63 2,443
Tax loss carryforwards 14 (14) - - -
Other 3,000 291 - 88 3,379
Total deferred tax assets 16,275 105 (452) 730 16,658
Deferred tax liabilities:
Non-current assets (2,205) 442 - (1,671) (3,434)
Other (618) 47) - 36) (701)
pota deferred tax (2.823) 395 - (1,707) (4,135

(Note)  “Other” column represents the amount of deferred tax assets recognized due to acquisition of subsidiaries through
business combinations and other amounts.

First year - - -
Second year - - -
Third year 84 - -
Fourth year - — 41
Fifth year or later 245 398 611

Total 329 398 652

(2) Income Tax Expense
Current tax expense and the components of deferred tax expense are shown below:
(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Current tax expense (5,341) (5,859)
Deferred tax expense
Recognition and reversal of temporary differences 500 239
Change in tax rate - (168)
Total deferred tax expense 500 71
Income tax expense (4,841) (5,788)

(Millions of yen)
Amount
As of March 31, recﬁn;(i);en(; in recoggllzid m Other As of March 31,
2013 prof%t or loss comprehensive (Note) 2014
income
Deferred tax assets:
Non-current assets 10,345 (349) - 62 10,058
Securities 491 (172) 190 5 514
Post-employment
i 2,443 (13) (32) - 2,398
Tax loss carryforwards - 15 - - 15
Other 3,379 (329) - 361 3,411
Total deferred tax assets 16,658 (848) 158 428 16,396
Deferred tax liabilities:
Non-current assets (3,434) 465 - (218) (3,187)
Other (701) 454 - (209) (456)
pota defered tax (4,135 919 - (427) (3.643)

(Note)  “Other” column represents the amount of deferred tax assets recognized due to acquisition of subsidiaries through
business combinations and other amounts.

Deferred tax assets and liabilities in the consolidated statement of financial position are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of March 31, 2013

As of March 31, 2014

Deferred tax assets
Deferred tax liabilities

14,722
1,270

14,996
2,473

15,162
2,409
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The Company is subject principally to corporate income taxes, inhabitant taxes and business taxes. The
effective statutory tax rates based on these taxes were 38.0% for the fiscal year ended March 31, 2013
and 38.0% for the fiscal year ended March 31, 2014. However, foreign subsidiaries are subject to
income taxes and other taxes in their location.

In Japan, the Act for Partial Revision of the Income Tax Act, etc. (Act No. 10 of 2014) was
promulgated on March 31, 2014. With this revision, the special corporation tax for reconstruction, a
surtax for reconstruction funding after the 2011 Great East Japan Earthquake, will no longer be levied
from the fiscal year beginning on or after April 1, 2014. In conjunction with this, for temporary
differences expected to be reversed in the fiscal year beginning on April 1, 2014, the effective statutory
tax rate used to calculate deferred tax assets and liabilities was changed from the previous rate of
38.0% to 35.6%. The Company and its domestic subsidiaries recognized deferred tax assets and
liabilities taking into account the effect of this tax rate change.
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The reconciliation between the effective statutory tax rate and the effective tax rate for income tax The Company had a commitment line agreement of ¥6,000 million as of March 31, 2014, for the purpose
expenses recognized in the consolidated statement of comprehensive income is shown below. of improving the enhancement function for ensuring agility and liquidity in financing. The outstanding
balance of borrowings extended under this agreement is ¥992 million.

Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
1 0, 0,
Effective statutory tax rate 38.0% 38.0% 18. Trade Payables
Effect of expenses not deductible permanently 33 2.6
Reduction of deferred tax assets at the end of the year due to change in B 12 The components of trade payables are shown below:
tax rates ’ (Millions of yen)
Other (1.7 0.1 tAS 95 thetdﬁtsgg As of As of
Effective income tax rate after application of tax-effect accounting 39.6 41.9 ransition to s March 31, 2013 March 31,2014
(April 1, 2012) ’ ’
Trade payables 119,107 116,559 120,218
17. Bonds and Borrowings Other payables 6,074 7,487 5,437
. Total 125,181 124,046 125,655
The components of bonds and borrowings are shown below:
(Millions of yen)
As of the date of _ Average 19. Other Financial Liabilities
transition to IFRSs As of As of interest rate Repayment date
(April 1, 2012) March 31, 2013 March 31, 2014 (%) pay The components of other current financial liabilities are shown below:
’ (Note 1) (Millions of yen)
Short-term borrowings 9,135 9,619 11,434 0.547 - As of the date of
Current portion of non-current transition to IFRSs As of As of
loans payable 7350 129 65 1.164 - (April 1, 2012) March 31, 2013 March 31, 2014
Current portion of bonds B 4.997 _ (Note 2) _ Lease obligations . 2,071 2,397 2,460
(Note 2) Other payables (Non-operating) 208 1,566 743
Commercial papers 4,000 - - - - Deposits received 1,771 1,365 1,617
Derivative liabilities 1,625 1,350 206
Non-current loans payable April 2015- Total 5.675 6.678 5.026
(excluding current portion) 334 6,247 7174 0.710 February 2018 . . :
Bonds payable (excluding 9,972 19,911 19,925 (Note 2) (Note 2) The components of other non-current financial liabilities are shown below:
current portion) (Note 2) o
Total 30,791 40,903 38,508 - - T (Millions of yen)
Current liabilities 20,485 14,745 11,499 S R As of As of
transition to IFRSs March 31. 2013 March 31. 2014
Non-current liabilities 10,306 26,158 27,099 (April 1,2012) arca 34, arca 35,
Total 30,791 40,903 38,598 Long-term lease obligations 5,437 5,040 3,825
(Notes) 1. The average interest rate is based on each agreed-upon interest rate or weighted-average interest rate for the Guarantee deposits received 11,138 12,331 13,523
closing balance. Derivative liabilities - - 312
2. Summary of issuing conditions of bonds is shown below: Total 16,575 17,371 17,660
(Millions of yen)
As of the
date of 20. Other Current Liabilities
Entit Bond Date of | transition to M;;Arcsz}? gl M;Arts:}? gl Interest rate Collateral Maturity )
y issue IFRSs 2013 > 2014 ’ (%) date The components of other current liabilities are shown below:
(April 1, (Millions of yen)
2012)
- As of the date of
ITOCHU Series 11 July 29 July 29 transition to IFRSs As of As of
> _ g . March 31, 2013 March 31, 2014
Enex Co., Ltd. Ulllgssligr:d 2010 4,989 4,997 0.580 Unsecured 2013 (April 1,2012)
Series 12 Short-term obligations on employee 3,935 4,641 4719
ITOCHUY Unsecured | 79 2% 4,983 4,988 4,993 0.790 | Unsecured | 'UY2% benefis
Enex Co., Ltd. Bonds 2010 ’ ’ ’ ’ 2015 Current provisions (Note) 163 79 110
Series 13 Accrued expenses 200 950 812
[TOCHU Unsecured | MaY 22, - 4,977 4,980 0.736 | Unsecured | M& 22 Other 1,332 1,104 846
Enex Co., Ltd. 2012 2019
Bonds Total 5,630 6,774 6,487
Series 14 Note) For details of current provisions, please refer to Note 21. “Provisions”.
ITOCHU Unsecured | MaY 22, - 9,946 9952 | 1202 | Unsecured | MaY20: (Note) P P
Enex Co., Ltd. 2012 2022
Bonds
Total - - 9,972 24,908 19,925 - - -
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21. Provisions

The components of changes in provisions are shown below:

(Millions of yen)
?rov151on for asget Other Total
retirement obligations
As of the date of transition to IFRSs
(April 1, 2012) 2,449 147 2,596
Acceptan.ce through business 122 122
combination
Increase during the year 199 78 277
Amount used during the year
(utilization) (3) (147) (190)
Increase due to passage of time 56 56
Effects through change in discount rate 152 - 152
As of March 31,2013 2,935 78 3,013
Acceptance through business B B B
combination
Increase during the year 541 110 651
Amount used during the year
(utilization) (268) (78) (346)
Increase due to passage of time 60 60
Effects through change in discount rate 104 - 104
As of March 31,2014 3,372 110 3,482

The components of provisions by current and non-current classification are shown below:

(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of
March 31, 2013

As of
March 31, 2014

Current liabilities (Note) 163 79 110
Non-current liabilities 2,433 2,934 3,372
Total 2,596 3,013 3,482

(Note) Provisions classified into current liabilities are included in other current liabilities.

Asset retirement obligations mostly relate to restoration obligations for rental offices, buildings and stores
and removal of harmful materials related to non-current assets. An outflow of economic benefits in the
future is expected principally in a period after one year from the end of each fiscal year, but the timing
may be affected by a future business plan and other factors.

22. Employee Benefits
(1) Post-employment Benefits

A. Outline of Retirement Benefit Plans Adopted

The Company and some subsidiaries have retirement pension plans based on defined benefit plans,
lump-sum retirement benefits and defined contribution plans, which cover almost all of their
employees. The amount of pension benefits provided under defined benefit plans is set based on
service years of eligible employees. Extra retirement payments may be made upon an employee’s
normal retirement or termination before the prescribed retirement date.

Under defined contribution plans, the responsibility of the Company and some subsidiaries is limited
to making contributions at the amount specified in the rules on retirement allowance that has been

established for each company.
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B. Defined Benefit Plans

Changes in present value of defined benefit obligations are shown below:

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Balance at the beginning of the year 7,234 7,740
Service cost 553 581
Interest expense 75 57
Remeasurement

Changes in demographic assumptions - 4

Changes in financial assumptions 181 (86)
Benefits paid (713) (683)
Effect of business combinations and disposals 410 175
Other - -
Balance at the end of the year 7,740 7,780

(Note) Service cost is recognized in profit or loss (cost of sales or selling, general and administrative expense).
Interests on net amount of present value of defined benefit obligations and fair value of plan assets are
recognized in profit or loss (interest income or interest expense).

Changes in fair value of plan assets are shown below:

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Balance at the beginning of the year 570 735
Interest income 7 7
Remeasurement

Return on plan assets 0 0
Contributions by the employer 276 282
Benefits paid (358) (297)
Effect of business combinations and disposals 227 -
Other 13 11
Balance at the end of the year 735 738

Certain subsidiaries will make contributions of ¥24 million in the fiscal year ending March 31, 2015.

The composition of the Group’s plan assets by asset category as of the date of transition to IFRSs
(April 1, 2012) and March 31, 2013 and 2014, is shown below:

(Millions of yen)

As of the date of transition to IFRSs (April 1,2012)

Level 1 Leyel 2 Total
(Active market) (No active market)
Cash and cash equivalents 570 - 570
Total 570 - 570
(Millions of yen)
As of March 31, 2013
Level 1 Lf.zvel 2 Total
(Active market) (No active market)
Cash and cash equivalents 489 - 489
General account - 118 118
Separate account - 128 128
Total 489 246 735
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(Millions of yen)

As of March 31, 2014
Level 1 Level 2
. . Total
(Active market) (No active market)
Cash and cash equivalents 462 - 462
General account - 129 129
Separate account - 147 147
Total 462 276 738

In managing plan assets, the Group aims to secure return on the assets necessary to ensure payment
of future pension benefits in the long term only with acceptable risks. To this end, the Group
formulates the optimal portfolio in consideration of past performance in addition to projection of
return on assets subject to investment, and manages the investment performance based on this
portfolio.

For assets classified into Level 1 (there is an active market), fair value is estimated based on quoted
prices in active markets. Assets classified into Level 2 (there is no active market) belong to the
separate account mainly consisting of equity and debt securities with quoted prices in active markets
and the general account, and these assets are estimated using valuations provided by life insurance
companies.

Information on maturity analysis of defined benefit obligations is as follows.

Defined benefit obligations are calculated by discounting the amount of benefits that are deemed to
have been incurred to date, over the remaining service period up to the time of payment. Because the
timing of payment affects the amounts of defined benefit obligations and service cost, IAS 19
“Employee Benefits” requires an entity to disclose information on the timing of incurrence of
benefits. The Group believes that disclosure of weighted duration of defined benefit obligations that
represents the average period taking into account benefit amount, timing and discount is useful
information to meet this requirement. The Company’s weighted duration of defined benefit
obligations was 12 years as of the date of transition to IFRSs, 12 years in the fiscal year ended
March 31, 2013, and 11 years in the fiscal year ended March 31, 2014.

The assumption of defined benefit obligations is shown below:

trle?rs;s(i)tf;(t)}rllet(()1 2J}tlflfés As of As of
(April 1,2012) March 31, 2013 March 31, 2014
Discount rate 1.4—-1.6% 1.0-1.3% 1.0-1.3%

In the process of actuarial calculation described above, the calculation for defined benefit plans is
susceptible to the effects of the assumption of discount rate. If the discount rate had changed by
0.25% as of March 31, 2014, the effect on defined benefit obligations would be ¥122 million, which
was calculated supposing that only the discount rate changes without any change in actuarial
assumptions other than the discount rate.

Since this calculation is an estimation based on the assumptions, the actual calculation may be
affected by changes in other variables.

C. Defined Contribution Plans
Expenses related to contributions required for defined contribution pension plans were ¥437 million
and ¥443 million for the fiscal year ended March 31, 2013 and 2014, respectively.

D. Extra Retirement Payments

The Company made extra retirement payments of ¥83 million and ¥72 million for the fiscal years
ended March 31, 2013 and 2014, respectively.
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(2) Employee Benefits Expense

Total employee benefits expense included in cost of sales or selling, general and administrative expense
in the consolidated statement of comprehensive income for the fiscal years ended March 31, 2013 and
2014, was ¥29,614 million and ¥30,986 million, respectively.

23. Common Stock, Capital Surplus and Retained Earnings
(1) Common Stock

The number of shares authorized, the number of shares issued and the number of treasury stock of the
Company are as follows.

All the shares issued by the Company are non-par value ordinary shares. All shares issued are fully paid.

(Shares)
Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014

Number of shares authorized 387,250,000 387,250,000
Number of shares issued

Balance at the beginning of the year 116,881,106 116,881,106

Increase (decrease) during the year - -

Balance at the end of the year 116,881,106 116,881,106
Number of treasury stock

Balance at the beginning of the year 3,888,444 3,888,654

Increase (decrease) during the year 210 1,361

Balance at the end of the year 3,888,654 3,890,015

(2) Capital Surplus and Retained Earnings

The Companies Act of Japan provides that upon payment of dividends of surplus, an amount equal to
10% of the reserves, which decrease due to the dividends paid, must be appropriated as capital reserve
(in case of dividends of capital surplus) or as retained earnings reserve (in case of dividends of retained
earnings) until the total aggregate amount of capital reserve and retained earnings reserve equals 25%
of the common stock.

The Companies Act imposes a certain restriction on the amount available for distribution in association
with dividends of surplus or acquisition of treasury stock. The amount available for distribution is
determined based on retained earnings, among others, in the Company’s separate financial statements
calculated in accordance with Japanese GAAP. The Company’s amount available for distribution was
¥58,819 million as of March 31, 2014 (however, this amount available for distribution may change due
to subsequent acquisition of treasury stock and other factors).

Under the Companies Act, in addition to year-end dividends, dividends of surplus can be paid at any
time during the fiscal year by resolution of the General Meeting of Shareholders. This Act provides that
companies meeting certain requirements (setup of the board of corporate auditors and appointment of
an accounting auditor in addition to the board of directors, and the term of office for directors limited to
one year) may determine dividends of surplus (excluding dividends in kind) by resolution of the board
of directors if the articles of incorporation specify so. The Act also provides that companies with board
of directors may pay dividends of surplus (only cash dividends) by resolution of the board of directors
only once during a business year, if the articles of incorporation specify so.

Moreover, companies are allowed to dispose of treasury stock by resolution of the board of directors, or
acquire treasury stock if the articles of incorporation specify so. However, acquisition of treasury stock
is limited to the extent the above amount is available for distribution.
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24. Other Components of Equity and Other Comprehensive Income

(1) Other Components of Equity

Changes in each item of other components of equity are shown below:

(Millions of yen)

(2) Other Comprehensive Income

The details of each item of other comprehensive income and their related tax effects (including non-
controlling interests) are shown below:

Classification

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

FVTOCI financial assets

Balance at the beginning of the year (2,487) (1,574)
Increase during the year 919 103
Reclassification to retained earnings (6) (428)
Balance at the end of the year (1,574) (1,899)
Cash flow hedges
Balance at the beginning of the year (17) %)
Increase (decrease) during the year 12 (304)
Balance at the end of the year %) (309)
Exchange differences on translating foreign operations
Balance at the beginning of the year - 52
Increase during the year 52 58
Balance at the end of the year 52 110
Remeasurement of net defined benefit liability
Balance at the beginning of the year - -
Increase (decrease) during the year (119) 59
Reclassification to retained earnings 119 (59)
Balance at the end of the year - -
Other components of equity
Balance at the beginning of the year (2,504) (1,527)
Increase (decrease) during the year 864 (84)
Reclassification to retained earnings 113 (487)
Balance at the end of the year (1,527) (2,098)

(Millions of yen)
s s
Pt | Teveitets | NGO P | T et | MO
FVTOCI financial assets
Amount arising during the year 1,434 (516) 918 (88) 190 102
Increase (decrease) during the year 1,434 (516) 918 (88) 190 102
Exchange differences on translating foreign
operations
Amount arising during the year - - - 21 - 21
Increase (decrease) during the year - - - 21 - 21
Cash flow hedges
Amount arising during the year 13 - 13 (313) - (313)
Reclassification adjustments to profit - - - - - -
Increase (decrease) during the year 13 - 13 (313) - (313)
Share of other comprehensive income of
investments accounted for by the equity
method
Amount arising during the year 52 - 52 47 - 47
Reclassification adjustments to profit - - - - - -
Increase during the year 52 - 52 47 - 47
Remeasurement of net defined benefit
liability
Amount arising during the year (181) 64 (117) 90 (32) 58
Increase (decrease) during the year (181) 64 (117) 90 (32) 58
Total other comprehensive income 1,318 (452) 866 (243) (158) (85)
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25. Dividends

The Company pays an interim dividend and year-end dividend annually, with the former determined by
the Board of Directors and the latter by the General Meeting of Shareholders.

Dividends paid for the fiscal years ended March 31, 2013 and 2014, are shown below:

For the fiscal year ended March 31, 2013

(1) Dividends Paid

.. Dividends per
(Resolution) Class of ToF a? dividends share Record date Effective date
shares (Millions of yen)
(Yen)
Ordinary General Meeting of Ordina
Shareholders held on June 21, Y 904 8 [March 31,2012 June 22,2012
shares
2012
Board of Directors’ meeting Ordinary
held on October 26, 2012 shares 904 8 | September 30, 2012 | December 6, 2012
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(2) Dividends whose record date are in the current fiscal year, but whose effective date falls in the

next fiscal year

(3) Credit Risk Management

The Group grants credit to many customers in various trading transactions and bears credit risks.

In the rules on credit management, the Group manages due dates and balances of trade receivables and

loans by business partner, and pursues early identification or reduction of uncollectible receivables due

to deteriorated financial conditions. The Group is not overly exposed to credit risks by concentration on
a specific counterparty.

Total Dividends
(Resolution) Class of dlquends S.oqrce of per share Record date Effective date
shares (Millions of | dividends
(Yen)
yen)
Ordinary General Meeting of . .
Sharcholders held on June 20, Orgmary go4 | Retained 8 | March 31,2013 | June 21,2013
2013 shares earnings

For the fiscal year ended March 31, 2014

(1) Dividends Paid

In utilizing derivatives, since the Group has transactions only with exchange members or banks with
good credit standing, the Group believes there are few credit risks.

When collateral held and other credit enhancements are not taken into account, the Group’s maximum
exposure to credit risks is the carrying amount after impairment of financial assets presented in the
consolidated financial statements.

The analysis of the age of financial assets that are past due, but not impaired as of March 31, 2013 and
2014, is as follows. These amounts include amounts considered recoverable by credit insurance and

collateral provided.

.. Dividends per
(Resolution) Class of TOF a! dividends share Record date Effective date
shares (Millions of yen)
(Yen)
Ordinary General Meeting of Ordina
Shareholders held on June 20, Yy 904 8 |[March 31, 2013 June 21, 2013
shares
2013
Board of Directors’ meeting Ordinary
held on October 30, 2013 shares 904 8 | September 30, 2013 | December 6, 2013

(2) Dividends whose record date are in the current fiscal year, but whose effective date falls in the
next fiscal year

(Millions of yen)
Within 30 days v?i\tlgir;(())od(?a}:}s/’s v?i\tlgirnégod(?;/}s/’s Over 90 days Total

As of March 31, 2013
Trade receivables 82 31 22 6 141
Non-current receivables - - - 0 0
Total 82 31 22 6 141

As of March 31, 2014
Trade receivables 45 0 - 4 49
Non-current receivables 0 - - 14 14
Total 45 0 - 18 63

Total Dividends
(Resolution) Class of dlquends S.Ol%rce of per share Record date Effective date
shares (Millions of | dividends
(Yen)
yen)
Ordinary General Meeting of . .
Shareholders held on June 19, | Ordinary 1356 | Retained 12 |March 31,2014 June 20,2014
2014 shares earnings

26. Financial Instruments
(1) Capital Management

The Group conducts capital management to continue sustainable growth and maximize the corporate
value.

To achieve sustainable growth, the Group recognizes that it is essential to secure sufficient financing
capacity to make agile investment in businesses when an opportunity for such investments for business
growth (such as acquisition of external resources) arises in the future. Therefore, the Group aims to
ensure financial health and flexibility for future investment in businesses and maintain the capital
structure with balanced return and investment.

There is no significant capital restriction that applies to the Company (excluding general provisions of
the Companies Act and other laws and regulations).

(2) Financial Risk Management Policy

In the course of management activities, the Group is exposed to financial risks (such as credit risks,
liquidity risks, currency risks, interest rate risks and market price risks) and performs risk management
in accordance with certain policies to avoid or reduce these risks.

The Group’s fund management is limited to short-term deposits, etc. As its policy, the Group depends
on bank loans, among others, for raising funds. The Group utilizes derivatives for the purpose of
hedging risks of changes in market conditions, and interest rate and exchange fluctuations, but does not
enter into such transactions for speculative purposes.
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The Group reviews collectability of trade receivables depending on the credit conditions of
counterparties and recognizes allowance for credit losses. Changes in the allowance for credit losses for
the fiscal years ended March 31, 2013 and 2014, are shown below:

(Millions of yen)
Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Balance at the beginning of the year 926 722
Increase during the year 224 1,131
Decrease during the year (Utilization) (213) (164)
Decrease during the year (Reversal) (213) (257)
Other decrease 2) @)
Balance at the end of the year 722 1,431

In the fiscal years ended March 31, 2013 and 2014, the balance of trade receivables, etc., individually
determined to be impaired, in light of the customer’s financial conditions, delay state of payments, and
other factors, was ¥501 million and ¥2,606 million, respectively, and allowance for credit losses
provided against these receivables was ¥392 million and ¥1,133 million, respectively.

(4) Liquidity Risk Management

The Group manages liquidity risks by formulating a funding plan based on the annual business plan,
and by conducting periodic assessment and collection of information on situations of liquidity in hand
and interest-bearing debts and timely monitoring of cash flows. Through these means, the Group strives
to ensure agility in financing to respond to changes in the financial situation and reduce funding cost
while diversifying funding sources and financing methods. With a commitment line agreement entered
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into with financial institutions, the Group believes that liquidity reserves enough to respond to B. Derivative Financial Liabilities

ti ies h . L . o
contingencies have been secured The results of liquidity analysis of derivatives are shown below:

A. Non-derivative Financial Liabilities (Millions of yen)
Not later than Later than 1 year
Carrying amounts of non-derivative financial liabilities by maturity are shown below: N la zar a and not later than | Later than 5 years Total
y 5 years
As of March 31, 2013 As of March 31,2013
(Millions of yen) Interest rate derivatives - - - -
. Contractual cash Not later than Later than 1 year Later than Currency derivatives 68 - - 68
Carrying amount and not later than . —
flows 1 year 5 years 5 years Commodity derivatives 1,282 — — 1,282
Trade payables 124,046 124,046 124,046 - - Total 1,350 - - 1,350
Short-term bonds and As of March 31, 2014
borrowings Interest rate derivatives - - 312 312
Short-t;rm 9.619 9.619 9.619 3 3 Currency‘derlva.tlve.s 8 - - 8
borrowings Commodity derivatives 198 - - 198
Current portion of Total 206 - 312 518
non-current loans 129 129 129 - -

ayable . . . . L
bay . The Company has entered into loan commitment agreements with the banks with which it does
Current portion of

bonds 4,997 5,000 5,000 - - business to efficiently raise working capital. Total amount of commitment line and the balance of

borrowings outstanding under these agreements are shown below:
Non-current loans

payable and borrowings (Millions of yen)
Non-current loans As of As of
payable 6,247 6,247 - 6,247 - March 31,2013 March 31,2014
Bonds payable 19,911 20,000 _ 5,000 15,000 Total amount of commitment line 5,000 6,000
Total 164,949 165,041 138,794 11,247 15,000 Balance of borrowings outstanding - (992)
Unused commitment line 5,000 5,008
As of March 31, 2014
(Millions of yen)
. Contractual cash Not later than Later than 1 year Later than (5)  Market Risk Management
Carrying amount and not later than . . L . . . .
flows 1 year 5 years 5 years The Group is exposed to market risks arising from fluctuations in foreign exchange rates, interest rates,
Trade payables 125.655 125.655 125.655 ~ ~ commodity markets and equity prices. As per the policy, the Group minimizes risks arising from
Short-term bonds and ’ ’ ’ fluctuations in foreign exchange rates, interest rates and other factors by building a management
borrowings structure through establishment of balance limits, using various derivatives and others.
Short-term 11.434 11.434 11.434 B N For execution and management of derivative transactions, in accordance with the internal rules that
borrowings ’ ’ ’ provide transaction authority, limit amounts, etc., departments engaged in such transactions rigorously
Current portion of manage and report on the transactions conducted according to their authority. In addition, a system of
“On‘g‘lmem loans 65 65 65 - - effective internal checking has been developed by setting up a transaction control department.
payable
Non-current loans
ayable and bonds Market risks that the Group assumes are shown below:
pay p
II:Iaoyr;-;llérrent loans 7,174 7,174 - 7,174 - ¢ Currency risks
¢ Interest rate risks
Bonds payable 19,925 20,000 - 5,000 15,000 . . .
* Commodity price risks
Total 164,253 164,328 137,154 12,174 15,000

* Price risks of equity instruments

A. Currency Risk Management

Because the Group is engaged in import and export transactions which are exposed to exchange
fluctuation risks for transactions denominated in foreign currencies, the Group strives to reduce such
exchange fluctuation risks through hedging transactions utilizing derivatives, including forward
foreign exchange contracts.
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B.

The Group’s exposure to currency risks (net amount) as of March 31, 2013 and 2014, is shown

below:
Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Short-term foreign exchange balance (Millions of yen) 192 46
[Thousands of U.S. dollars] [2,039] [450]
Long-term foreign exchange balance (Millions of yen) - -
[Thousands of U.S. dollars] [-] [-]

(Notes) 1. The foreign exchange balance is the amount in foreign currencies for which exchange fluctuation risks
are not hedged with forward foreign exchange contracts, etc., in terms of receivables and payables in
foreign currencies in import and export transactions and firm commitments in foreign currencies. The
foreign exchange balance that is due for settlement within one year is classified as short-term foreign
exchange balance, while the foreign exchange balance that is due for settlement due after one year is
classified as long-term foreign exchange balance.

2. Positive figures represent a receivable position, while negative figures (figures in parentheses), if any,
represent a payable position.

Foreign Currency Sensitivity Analysis

Foreign currency sensitivity analysis shows the effect on profit before tax in the Group’s
consolidated statement of comprehensive income of 1% appreciation of the Japanese yen to the
Company’s short-term and long-term foreign exchange balances as of the end of each fiscal year.
However, this analysis assumes that other variable factors (such as balances and interest rates)
remain constant.

(Millions of yen)

Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014

Profit before tax
U.S. dollar 2 0

Interest Rate Risk Management

The Group is exposed to interest rate fluctuation risks in raising and managing funds accompanying
investment activities and operating transactions. In addition, fixed-rate debt obligations are exposed
to risks of fluctuations in fair value due to fluctuations in interest rates. The Group works to quantify
interest rate risks to appropriately control volatility in profit or loss due to interest rate fluctuations.
Specifically, the Group strives to reduce interest rate risks by conducting hedging transactions
through interest rate swaps.

Interest Rate Sensitivity Analysis

The table below shows the effect on the Group’s profit before tax of gain or loss arising from
instruments affected by interest rate fluctuations if the interest rate increases 1% in the fiscal years
ended March 31, 2013 and 2014. This analysis is calculated by multiplying the net balance of
floating-rate financial instruments held by the Group as of March 31, 2013 and 2014, by 1% with
no future changes in the balances, effects of foreign exchange fluctuations, effect of diversified
timing of rollover, and repricing of variable-rate borrowings taken into account. The analysis
assumes that all other variables remain constant.

In calculation of sensitivity, interest-bearing debts with a variable interest condition, interest-
bearing debts that have a fixed interest condition but actually have a variable interest condition
through interest rate swaps and cash and cash equivalents are deemed as instruments affected by
interest rate fluctuations.

(Millions of yen)

C. Commodity Price Risk Management

The Group principally deals with petroleum products and is exposed to commodity price risks
arising from fluctuations in crude oil prices, quoted prices of petroleum products and other prices.
The Group strives to reduce commodity price risks using derivatives (such as commodity futures
contracts and commodity swaps) as hedging instruments to commodity price risks caused by price
fluctuation.

Commodity Price Sensitivity Analysis

The table below shows the Group’s sensitivity analysis to fluctuations of quoted prices of crude
oil and petroleum products.

The sensitivity analysis presents the effects on profit before tax in the consolidated statement of
comprehensive income of a 1% increase in crude oil prices. This analysis assumes that other
variable factors remain constant.

(Millions of yen)
Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Profit before tax 132 139

D. Management of Price Risks of Equity Instruments

The Group holds shares of third parties with which the Group has business relationships for the
purpose of smoothly implementing the business strategy, and is exposed to risks of fluctuations in
prices of equity instruments. The Group periodically assesses current market prices and financial
conditions of issuers and continuously reviews its holding.

The Group has no equity instruments held for short-term trading purpose and does not actively trade
these investments.

Sensitivity Analysis of Equity Instruments to Price Risks

The Group’s sensitivity analysis of risks of fluctuations in prices of equity instruments is as
follows. This sensitivity shows the effects on other comprehensive income (before tax effects) of a
10% decrease in prices of listed stocks as of the end of each fiscal year. The sensitivity assumes
that other variable factors remain constant.

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Other comprehensive income

(814)

(644)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Profit before tax

89

(103)
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(6) Fair Value of Financial Instruments

A. Method of Fair Value Measurement

Fair values of major financial assets and financial liabilities are determined as follows. In
measurement of fair value of financial instruments, market prices are used when available. For
financial instruments of which market prices are unavailable, the fair value is measured by
discounting future cash flows or by other appropriate valuation methods.

Cash and cash equivalents

The fair value approximates the carrying amount because the remaining period to maturity is short.

Trade receivables and trade payables

The fair value approximates the carrying amount because it is settled in a short time.
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Other current financial assets (securities) and other investments

The fair value of marketable securities is based on quoted prices on the stock exchange. The fair
value of non-marketable securities is principally measured by the net asset approach whereby the

fair value is calculated by referring to fair values of assets and liabilities held by the target
company.

Non-current receivables (loans receivable)

The fair value of non-current loans receivable is measured by discounting future cash flows using
interest rates offered for loans or credit with the same remaining maturities and the same terms to

borrowers or customers with similar credit ratings.

Other current financial assets (derivatives) and other current financial liabilities (derivatives)

The fair value of a derivative is measured based on the market price, the price presented by
counterparty financial institutions, etc.

Bonds and borrowings

Except for cases where the carrying amount is virtually equal to the fair value, fair value of bonds

and borrowings is measured by discounting future cash flows using interest rates offered for
borrowings with the same remaining maturities and the same terms.

B. Financial Instruments Measured at Amortized Cost

Fair values of financial instruments measured at amortized cost are shown below:

Financial assets and financial liabilities recognized at fair value in the consolidated statement of
financial position that are classified into levels in the fair value hierarchy are shown below:

(Millions of yen)
tgzs?tfiél:letg E}tISISst As of As of
(April 1,2012) March 31, 2013 March 31, 2014
Carrying . Carrying . Carrying .
Fair value Fair value Fair value
amount amount amount
Financial assets measured at amortized
cost:
Non-current receivables (non-current
loans fecelvable) and other cprrent 1611 1,623 1,141 1,157 974 085
financial assets (current portion of non-
current loans receivable)
Financial liabilities measured at amortized
cost:
Bonds and borrowings 30,791 30,836 40,903 41,421 38,598 38,979

C. Hierarchy of Fair Value Measurement Recognized in the Consolidated Statement of Financial
Position

IFRS 7 “Financial Instruments: Disclosure” requires an entity to classify fair value measurements
using the fair value hierarchy reflecting significance of inputs used for measurement of fair value.

The following shows levels in the fair value hierarchy:
Level 1— Quoted prices in active markets for identical assets or liabilities

Level 2— Inputs other than quoted market prices that are observable for the asset or liability,
either directly or indirectly

Level 3— Unobservable inputs for the asset or liability

The level in the fair value hierarchy used for fair value measurement is determined based on the
lowest level input that is significant to the fair value measurement.

Transfers between levels in the fair value hierarchy are recognized on the date on which an event or

change in the situation resulting in the transfers arises.
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(Millions of yen)
As of the date of transition to IFRSs (April 1, 2012)
Level 1 Level 2 Level 3 Total
Assets:
Other current financial assets (securities)
FVTPL financial assets - 999 - 999
Other investments
FVTOCI financial assets 6,699 - 696 7,395
Other current financial assets (derivatives)
Derivatives not designated as hedges 603 497 - 1,100
Total 7,302 1,496 696 9,494
Liabilities:
Other current financial liabilities
(derivatives)
Derivatives designated as hedges - 13 - 13
Derivatives not designated as hedges 1,107 505 - 1,612
Total 1,107 518 - 1,625
(Millions of yen)
As of March 31, 2013
Level 1 Level 2 Level 3 Total
Assets:
Other current financial assets (securities)
FVTPL financial assets - 703 - 703
Other investments
FVTOCI financial assets 8,137 - 788 8,925
Other current financial assets (derivatives)
Derivatives not designated as hedges 1,217 668 - 1,885
Total 9,354 1,371 788 11,513
Liabilities:
Other current financial liabilities
(derivatives)
Derivatives designated as hedges - - - -
Derivatives not designated as hedges 805 545 - 1,350
Total 805 545 - 1,350

ITOCHU ENEX CO., LTD. Annual Report 2014

69



70

(Millions of yen)

As of March 31, 2014

A. Fair Value of FVTOCI Financial Instruments

The fair values of major FVTOCI financial instruments are shown below:

As of the date of transition to IFRSs (April 1, 2012)

Level 1 Level 2 Level 3 Total
Assets:
Other current financial assets (securities)
FVTPL financial assets - 905 - 905
Other investments
FVTOCI financial assets 6,441 — 908 7,349
Other current financial assets (derivatives)
Derivatives not designated as hedges 46 123 - 169
Total 6,487 1,028 908 8,423
Liabilities:
Other current financial liabilities
(derivatives)
Derivatives not designated as hedges 64 142 - 206
Other non-current financial liabilities
(derivatives)
Derivatives designated as hedges - 312 - 312
Total 64 454 - 518

There were no transfers between Level 1, Level 2 and Level 3 in the fiscal years ended March 31,

2013 and 2014.

The components of changes in financial instruments classified into Level 3 of fair value hierarchy

are shown below:

(Millions of yen)
Stock Amount
SINANEN CO., LTD. 3,808
Sumitomo Mitsui Trust Holdings, Inc. 787
POCKET CARD CO., LTD. 549
MAEDA ROAD CONSTRUCTION Co., Ltd. 437
JX Holdings, Inc. 390
Sumitomo Mitsui Financial Group, Inc. 181
As of March 31, 2013
(Millions of yen)
Stock Amount
SINANEN CO., LTD. 4,103
Sumitomo Mitsui Trust Holdings, Inc. 1,321
POCKET CARD CO., LTD. 920
MAEDA ROAD CONSTRUCTION Co., Ltd. 541
JX Holdings, Inc. 398
Sumitomo Mitsui Financial Group, Inc. 252

As of March 31, 2014

(Millions of yen)

Stock

Amount

SINANEN CO., LTD.

MAEDA ROAD CONSTRUCTION Co., Ltd.
Sumitomo Mitsui Trust Holdings, Inc.

JX Holdings, Inc.

Sumitomo Mitsui Financial Group, Inc.

4,156
612
466
381
294

(Millions of yen)
Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
FVTOCI FVTOCI
Balance at the beginning of the year 696 788
Total gains or losses (realized/unrealized)

Other comprehensive income (12) (80)
Purchase 178 177
Sale (68) -
Redemption/other 6) 23
Balance at the end of the year 788 908

Gains or losses recognized in other comprehensive income in the consolidated statement of
comprehensive income are presented as “FVTOCI financial assets”. There were no gains or losses

recognized in profit.

For financial instruments classified into Level 3, no significant increase or decrease in the fair value
is expected if one or more of the unobservable inputs are changed to reasonably possible alternative

assumptions.

(7) FVTOCI Financial Assets

The Group classifies all equity instruments other than those accounted for by the equity method as
FVTOCI financial instruments. These equity instruments are held for the purpose of maintaining and

strengthening business relationships with investees.
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B. Derecognition of FVTOCI Financial Assets

Some FVTOCI financial assets were sold or disposed of due to review of business relations, etc.
FVTOCI financial assets derecognized due to sale or disposal during the fiscal years ended March

31,2013 and 2014, are shown below:

(Millions of yen)

Fiscal year ended March 31, 2013

Fiscal year ended March 31, 2014

Fair value at date of sale Accumulated gains (losses)

Fair value at date of sale

Accumulated gains (losses)

&3

10

2,019

776

Accumulated gains or losses (net of taxes) in other comprehensive income that were transferred to
retained earnings as a result of the above are ¥6 million and ¥428 million for the fiscal years ended

March 31, 2013 and 2014, respectively.

C. Dividends Received

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Investments derecognized during the year 0 26
Investments held at the end of the year 255 222
Total 255 248
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(8) Derivatives and Hedges (Millions of yen)

As of March 31, 2014
Cash flow hedges Cash flow hedges Derivatives not designated as hedges
A cash flow hedge is a hedge of the exposure to variability in future cash flows arising in association . Derivative o Derivative
with forecast transactions or already recognized assets or liabilities. Changes in fair value of Derivative assets liabilities Derivative assets liabilities
derivatives designated as a cash flow hedge are recognized in other comprehensive income. This Currency derivatives _ _ 71 8
accounting treatment continues until changes in future cash flows arising in association with Interest rate derivatives - 312 . _
unrecognized forecast transactions or already recognized assets or liabilities that are designated as a Commodity derivatives _ _ 98 198
hedged item are recognized in gains or losses. The ineffective portion of the hedge is recognized in Total - 32 169 206

profit or loss.

In receiving loans with floating rates, the Group utilizes interest rate swaps to hedge risks of

fluctuations in cash flows arising from future changes in interest rates on the loans. (9) Offsetting of Financial Assets and Financial Liabilities

As of March 31, 2014, the periods when the cash flows are expected to occur and when they are
expected to affect profit or loss is 17 years.

As of March 31, 2013 and 2014, there was no amount recognized in profit or loss due to the effect of

Some financial assets and financial liabilities are offset and the net amount is presented in the
consolidated statement of financial position, since the Group has a legally enforceable right to set off
the recognized amounts and intends either to settle on a net basis or to realize the asset and settle the

the hedge being ineffective or the hedge being excluded from the assessment of hedge effectiveness. liability simultaneously.

For financial assets and financial liabilities recognized for the same counterparties, the components of
Derivatives not designated as hedges amounts offset and not offset in the consolidated statement of financial position by type of financial
instruments as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 and 2014, are
shown below:

The Group utilizes derivatives if it is economically reasonable to do so, including the case where the
hedge relationship does not qualify for hedge accounting.

The Group has entered into forward foreign exchange contracts, commodity futures contracts and As of the date of transition to IFRSs (April 1, 2012)

swap contracts to economically hedge the exposure to fluctuations in market prices of commodities (Millions of yen)
associated with foreign currency denominated assets and liabilities and firm commitments Total Net amount of | Amount of
unrecognized for accounting purposes. Hedge accounting does not apply to these derivatives and all Total amount of | [mancialassets | financial |, " .
changes in fair value of the derivatives are recognized in profit or loss. amountof | " o cial | Presentedinthe | assetsthat |\ Co o | Net amount
financial liabiliti consolidated do not meet .
iabilities . received
assets offset statement of | requirements
The fair values of derivatives as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013 financial position | for offsetting
and 2014, are shown below: Financial assets:
Millions of ven Trade receivables 22,472 13,109 9,363 - - 9,363
( yen)
As of the date of transition to IFRSs (April 1, 2012) Other current financial assets 2,065 1,707 358 - - 358
Cash flow hedges Derivatives not designated as hedges Total 24,537 14,816 9,721 - - 9,721
Derivative assets Derivative Derivative assets Derivative
vatv liabilities vatv liabilities (Millions of yen)
Currency derivatives - - 147 36 Net amount of Amoun.t of
Interest rate derivatives - 13 - - Total Total lﬁ n;rfi ¥al lﬁn;.rll.i ¥al A tof
Commodity derivatives - - 953 1,576 amount of | amount of LIS oL e moun’ ¢
> financial financial presentgd in the | that do not collaFeral Net amount
Total — 13 1,100 1,612 liabilities | assets offset consolidated meet provided
statement of | requirements
financial position | for offsetting
(Millions of yen) Financial liabilities:
As of March 31, 2013 _ Trade payables 19,818 14,816 5,002 - - 5,002
Cash flow hedges Derivatives not designated as hedges Total 19.818 14816 5.002 B B 5.002
L Derivative L Derivative
Derivative assets e Derivative assets .
liabilities liabilities
Currency derivatives - - 115 68
Interest rate derivatives - - _ _
Commodity derivatives - - 1,770 1,282
Total - - 1,885 1,350
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As of March 31, 2013

(Millions of yen)
Total Net amount of | Amount of
Total financial assets financial
amount of . Amount of
amount of . presented in the | assets that
. financial . collateral Net amount
financial e consolidated do not meet .
liabilities . received
assets offsct statement of | requirements
financial position | for offsetting
Financial assets:
Trade receivables 5,262 4,222 1,040 428 - 612
Other current financial assets 1,034 962 72 - - 72
Total 6,296 5,184 1,112 428 - 684
(Millions of yen)
Net amount of | Amount of
financial financial
aotal | Toll | diabiliies liabilities | Amount of
financial financial presented in the | that do not collateral | Net amount
liabilities | assets offset | cOnselidated meet provided
statement of | requirements
financial position | for offsetting
Financial liabilities:
Trade payables 11,509 5,184 6,325 428 - 5,897
Total 11,509 5,184 6,325 428 - 5,897
As of March 31, 2014
(Millions of yen)
Total Net amount of | Amount of
Total financial assets financial
amount of . Amount of
amount of . presented in the | assets that
. financial . collateral | Net amount
financial . consolidated do not meet .
liabilities . received
assets offsct statement of | requirements
financial position | for offsetting
Financial assets:
Trade receivables 6,072 5,220 852 282 - 570
Other current financial assets 68 46 22 - - 22
Total 6,140 5,266 874 282 - 592
(Millions of yen)
Net amount of | Amount of
financial financial
motal Tl | abiliies liabilities | Amount of
financial financial presented in the | that do not collateral | Net amount
liabilities | assets offset consolidated meet provided
statement of | requirements
financial position | for offsetting
Financial liabilities:
Trade payables 8,062 5,266 2,796 282 - 2,514
Total 8,062 5,266 2,796 282 - 2,514
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27. Revenue

The components of revenue are shown below:

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Revenue from sales of merchandise 849,881 950,138
Other 14,708 15,906
Total 864,589 966,044
28. Selling, General and Administrative Expense
The components of selling, general and administrative expense are shown below:
(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Personnel expense 27,574 28,498
Rent expense 8,276 7,726
Depreciation and amortization 5,487 5,287
Commission fee 4,435 4,996
Traveling expense 1,219 1,277
Taxes and dues 1,150 1,223
Other 7,527 8,871

Total 55,668 57,878

29. Profit or Loss from Tangible Assets, Intangible Assets and Goodwill

The components of profit or loss from tangible assets, intangible assets and goodwill are shown below:

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Gain on sales

280 661
Loss on sales (60) (35)
Loss on disposal (883) (720)
Impairment loss (227) (1,363)
Other (24) 3)
Total 914) (1,460)

(Note) For impairment loss of non-current assets, please refer to Note 30. “Impairment Loss”.
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30. Impairment Loss

The components of impairment loss are as follows.

The impairment loss was recognized in loss from tangible assets, intangible assets and goodwill in the

consolidated statement of comprehensive income.

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Property, plant and equipment

Buildings and structures - 146
Machinery, equipment and vehicles 33 274
Land - 0
Other 2 51

Intangible assets
Software - 16
Investment property 192 876
Total 227 1,363

Items of the Group’s property, plant and equipment are grouped in the smallest unit for which independent

cash flows can be identified.

In the fiscal years ended March 31, 2013 and 2014, there was no individually significant impairment loss.

Major impairment losses in each fiscal year are investment property belonging to the Car-Life Division.
These impairment losses were incurred due to reduction of the carrying amount of idle assets, which arose
from the decision of closure of oil stations, to the recoverable amount. The recoverable amount of these

assets was measured based on net saleable value.

31. Other Profit or Loss

The components of other — net of other income and expenses are shown below:

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Commission fee 223 285
Other 833 596
Total income 1,056 881
Foreign exchange losses (Note) (1,137) (282)
Head office relocation cost - (476)
Expenses related to product recall - (232)
Other (265) (293)
Total expenses (1,402) (1,283)
Total (346) (402)

(Note)  Gain or loss on valuation of foreign currency derivatives is included in foreign exchange losses. Other than the
above, in the fiscal years ended March 31, 2013 and 2014, gain or loss on valuation of commodity-related
derivatives was recognized at ¥1,040 million and negative ¥516 million, respectively, in revenue and cost of sales.
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32. Financial Income and Costs

The components of financial income and financial costs are shown below:

(Millions of yen)
Fiscal year ended Fiscal year ended
March 31, 2013 March 31, 2014
Interest income
Financial assets measured at amortized cost 21 14
Other 6 8
Subtotal 27 22
Dividends received
FVTOCI financial assets 255 248
Subtotal 255 248
Interest expense
Financial assets measured at amortized cost (570) (550)
Other (184) 171)
Subtotal (754) (721)
Other financial income (costs)
FVTPL financial assets 4) 5)
Subtotal 4 (5)
Total (476) (456)

33. Earnings per Share

Basic earnings per share for the fiscal years ended March 31, 2013 and 2014, were calculated as follows:

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Profit attributable to owners of the parent (Millions of yen) 6,470 7,119

Weighted-average number of ordinary shares outstanding 112,993 112,992
(Thousands of shares)

Basic earnings per share (Yen) 57.26 63.00

(Note) Diluted earnings per share are not presented because there were no dilutive potential shares.

34. Cash Flow Information

Supplementary information about cash flows is shown below.

The major components of assets and liabilities related to companies that newly became subsidiaries at the
time of acquisition of control and reconciliation between consideration paid and net payment from the

acquisition are shown below:

(Millions of yen)

Fiscal year ended
March 31, 2013

Fiscal year ended
March 31, 2014

Components of assets at time of acquisition of control

Current assets 3,600 2,718

Non-current assets 20,853 2,117
Components of liabilities at time of acquisition of control

Current liabilities (1,758) (2,086)

Non-current liabilities (7,765) (400)
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(Millions of yen)

37. Parent, Subsidiaries and Associates

Fiscal year ended Fiscal year ended . . L .
Marc}i] 31,2013 Marc}i] 31.2014 The Company’s parent is ITOCHU Corporation, which is located in Japan.
Consideration paid (10,078) (1,861) The status of major subsidiaries as of March 31, 2014 is shown below:
Sfa(s:l(; r':ltrrl(c)llcash equivalents included in assets at time of acquisition 1,107 435 Percentage of voting
— — Company name Location rights owned
Net payment from acquisition of subsidiaries (8,971) (1,426) (%)
Energy Trade Division
35. Non-cash Transactions KOKURA ENTERPRISE ENERGY CO., LTD. ?ggéiﬁ“a'k“’ Kitakyushu City, 100.0
Significant Non-cash Transactions Car-Life Division
. . o o1 Yod -ku, Osaka Cit
The amount of assets acquired under finance leases is ¥2,229 million and ¥1,481 million for the fiscal ENEX FLEET CO., LTD. O(s’alffawa u, saka Lty 100.0
March 31, 201 2014 tively.
year ended March 31, 2013 and 2014, respectively. KYUSHU ENERGY CO., LTD. Oita City, Oita 75.0
ENEX PETROLEUM SALES NISHI-NIHON CO., LTD. Naka-ku, Hiroshima City, 100.0
. Hiroshima
36. Related Parties -
ENEX PETROLEUM SALES HIGASHI-NIHON CO., LTD. Minato-ku, Tokyo 100.0
(1) Compensation for Key Management Personnel TOHOKU TANKU SHOUKAI CO., LTD. Aomori City, Aomori 100.0
Compensation for key management personnel of the Group is shown below: Total Home-Life Division
(Millions of yen) ECORE CO., LTD. Il;lallzzttku’ Fukuoka City, 51.0
Fiscal year ended Fiscal year ended uxuoka
March 31, 2013 March 31, 2014 ITOCHU ENEX HOME-LIFE KANTO CO., LTD. Minato-ku, Tokyo 100.0
Short-term compensation 485 420 ITOCHU ENEX HOME-LIFE NISHI-NIHON CO., LTD. E?ka'hlf“’ Hiroshima City, 100.0
Total 485 420 1roshima
ITOCHU ENEX HOME-LIFE CHUBU CO., LTD. Naka-ku, Nagoya City, Aichi 100.0
) , , ITOCHU ENEX HOME-LIFE TOHOKU CO., LTD. xTyag?“o'k“’ Sendai City, 100.0
(2) Transactions with the Parent and Associates lyagi
Transactions with the parent and associates and the balance of receivables from and payables to th Power & Utily Division
ransactions wi e parent and associates and the balance of receivables from and payables to them TOKYO TOSHI SERVICE COMPANY Chuoku, Tokyo 066
are shown below: -
JEN HOLDINGS CO., LTD. Minato-ku, Tokyo 100.0
For the fiscal year ended March 31, 2013 31 other companies

(Millions of yen)

Category Name Relationship with related party Tr:gf:ﬁ::fn l{)r;zglzd The details of the Company’s non-wholly owned subsidiaries that have material non-controlling interests
are shown below:
Sales of petroleum products 8,387 363
Parent ITOCHU Corporation Purchases of petroleum 9122
products ’ a As of the date of transition to IFRSs (April 1, 2012)
Associate JAPAN GAS ENERGY CORPORATION | Purchases of LPG products 29,265 3,217 - (Millions of yen)
N()ir;;(;;);lstss()}zng alll(:fszgd(igsr?)n- Accumulated | Dividends paid to
For the fiscal year ended March 31, 2014 - Name of subsidiary Location subsidiaries controlling noni-;tc:;::rsc;lslmg non;ﬁ;?ters(;lshng
: (Millions of yen) (%) interests
Category Name Relationship with related party Tr:::jﬁltllfn [{,ﬁzgizd Hakata-ku,
ECORE CO., LTD. Fukuoka City, 49.0 - 2,289 -
Parent ITOCHU Corporation Sales of petroleum products 4,127 151 Fukuoka
Associate JAPAN GAS ENERGY CORPORATION | Purchases of LPG products 32,293 3,307 Other _ 256 _
Total — 2,545 -

All transactions with ITOCHU Corporation and associates are based on arm’s length prices. There is no
balance of collateral and guarantee transactions, and no allowance for credit losses was recognized for
the receivables from them.

78 ITOCHU ENEX CO., LTD. Annual Report 2014 ITOCHU ENEX CO., LTD. Annual Report 2014 79



For the fiscal year ended March 31, 2013

(Millions of yen)
Nqn-contro!lmg Profit (loss) Accumulated | Dividends paid to
L . interests in allocated to . -
Name of subsidiary Location e . non-controlling | non-controlling
subsidiaries non-controlling . .
. interests interests
(%) interests
Hakata-ku,
ECORE CO., LTD. Fukuoka City, 49.0 570 2,737 127
Fukuoka
TOKYO TOSHI Minato-ku,
SERVICE COMPANY | Tokyo 334 293 3,145 B
Other 60 349 5
Total 923 8,231 132
For the fiscal year ended March 31, 2014
(Millions of yen)
Nqn-contro!lmg Profit (loss) Accumulated | Dividends paid to
e . interests in allocated to non- - .
Name of subsidiary Location A X non-controlling | non-controlling
subsidiaries controlling . .
. nterests interests
(%) interests
Hakata-ku,
ECORE CO., LTD. Fukuoka City, 49.0 688 3,269 167
Fukuoka
TOKYO TOSHI
SERVICE COMPANY Chuo-ku, Tokyo 334 247 5,392 -
Other (14) 808 8
Total 921 9,469 175

(Note) TOKYO TOSHI SERVICE COMPANY transferred its head office in October 2013.

The summarized financial information about each subsidiary of the Group that has material non-
controlling interests is shown below:

ECORE CO., LTD.

TOKYO TOSHI SERVICE COMPANY

(Millions of yen)
trAass?tﬁ;l;etge}t}SIi);s Fiscal year ended Fiscal year ended
(April 1,2012) March 31, 2013 March 31, 2014
Current assets - 6,136 5,647
Non-current assets - 18,743 18,131
Current liabilities - 3,947 2,647
Non-current liabilities - 5,528 4,989
Revenue - 9,382 11,998
Profit - 875 742
Other comprehensive income - - -
Comprehensive income - 875 742

38. Commitments

Contractual commitments for acquisition of property, plant and equipment are shown below:

(Millions of yen)
As of As of
March 31, 2013 March 31, 2014
Acquisition of property, plant and equipment 480 7,729
Total 480 7,729

39. Contingent Liabilities

The Group provides various forms of guarantees for general customers. When a guaranteed entity defaults,

payment obligations are assumed by the Group. The Group’s total amount and actual amount of
guarantees provided for general transaction partners as of the date of transition to IFRSs (April 1, 2012)

and March 31, 2013 and 2014, are as follows.

The total amount of guarantees is the total amount of maximum payment limits under guarantee contracts
with guaranteed entities and the maximum amount at which payment obligations may arise to the Group.
The actual amount of guarantees is based on the total amount of debts recognized by guaranteed entities

(Millions of yen)
t;:zs?gé};etga}t;é)sfs Fiscal year ended Fiscal year ended
(April 1, 2012) March 31, 2013 March 31, 2014
Current assets 9,583 9,766 10,544
Non-current assets 3,060 2,953 4,942
Current liabilities 7,328 6,476 8,002
Non-current liabilities 645 658 813
Revenue - 37,253 42,282
Profit - 1,164 1,403
Other comprehensive income - - ®)
Comprehensive income - 1,164 1,395
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within the maximum payment limits, and is the amount that is deemed as the amount of actual risks taken
after deduction of re-guarantees given by a third party to the Group, etc.
(Millions of yen)

As of the date of
transition to IFRSs
(April 1,2012)

As of As of
March 31, 2013 March 31, 2014

Guarantees to banks

Total amount of guarantees 95 110 -

Actual amount of guarantees 90 60 -
Guarantees for other transactions (Note)

Total amount of guarantees 53 182 60

Actual amount of guarantees 19 93 11
Total

Total amount of guarantees 148 292 60

Actual amount of guarantees 109 153 11

(Note) Guarantees for other transactions include guarantees on operating transactions, guarantees on the balance of
leasing agreements and guarantees on distributors’ payment of gas oil delivery tax.

For guarantees provided by the Group for general transaction partners, those with the longest guarantee
period will expire on May 31, 2016.

Currently there is no litigation, arbitration or other legal proceedings that may have significant impact on
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the Group’s financial position or operating results. However, the Group gives no guarantee that there is no
possibility that such significant lawsuits or other legal proceedings may be filed with regard to the
Group’s operating activities in Japan and overseas in the future having a negative impact on the Group’s
financial position and operating results.

40. Collateral

The components of assets pledged as collateral and their corresponding debts are shown below:
(Millions of yen)

wansiton t TFRSs As of As of
(April 1,2012) March 31, 2013 March 31, 2014
Assets pledged as collateral
Other investments
Total
Corresponding debts
Trade payables 226 211 253
Total 226 211 253

Other than the above, other investments pledged as substitute for brokerage margin payments for
commodity futures transactions as of the date of transition to IFRSs (April 1, 2012) and March 31, 2013
and 2014, were ¥1,140 million, ¥1,229 million, and ¥1,244 million, respectively.

Events after the Reporting Period

At a Board of Directors meeting held on April 17, 2014, the Company resolved to acquire 200 issued
shares (51.95% of the total number of issued shares) of Osaka Car Life Group Co., Ltd., thereby making it
a subsidiary, and concluded a share transfer agreement with NMC2007 Investment Limited Partnership as
of April 17,2014. On May 27, 2014, the Company acquired the shares and Osaka Car Life Group Co.,
Ltd., became a subsidiary.

For the acquisition of the shares, please refer to Note 6. “Business Combinations”.

42. Disclosure on Transition to IFRSs

These consolidated financial statements are the Company’s first consolidated financial statements
prepared in accordance with IFRSs.

Accounting policies described in Note 3. “Significant Accounting Policies” have been applied in
preparing the consolidated financial statements for the fiscal years ended March 31, 2014 and 2013, and
the consolidated statement of financial position as of the date of transition to IFRSs (April 1, 2012).

(1) Exemption and Mandatory Exception in IFRS 1
A. Exemption in IFRS 1

IFRS 1 provides for the exemption from retrospective application of some standards that an entity
may elect to apply at its own discretion. The Group has adopted the exemption principally for the
following items.

* Business Combinations

Entities that apply IFRSs for the first time (“first-time adopters”) may elect not to retrospectively
apply IFRS 3 to past business combinations (business combinations that occurred before the date
of transition to IFRSs). If a first-time adopter restates a certain business combination to comply
with IFRS 3, it shall restate all later business combinations. The Group has applied this provision
and retrospectively applied IFRS 3 to business combinations that occurred on or after September
1, 2008.
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e Deemed Cost

First-time adopters are permitted to measure an item of property, plant and equipment, an
investment property or an intangible asset at fair value as of the date of transition to IFRSs and
use the fair value as deemed cost as of that date. The Group has applied this provision to some
property, plant and equipment and investment property and their fair value as of the date of
transition to IFRSs is used as deemed cost.

B. Mandatory Exception in IFRS 1

IFRS 1 requires first-time adopters to retrospectively apply IFRSs, in principle. However,
retrospective application of some aspects is prohibited. Items to which this provision applies are
“estimates,” “derecognition of financial assets and financial liabilities,” “hedge accounting,” “non-
controlling interests” and “classification and measurement of financial assets”. The Company applies
IFRS:s for these items prospectively from the date of transition to IFRSs.

(2) Reconciliation

In preparing consolidated financial statements in accordance with IFRSs, the Company made
adjustments to the amounts that were reported in the consolidated financial statements in accordance
with Japanese GAAP. The effect of these adjustments in the consolidated financial position, operating
results and cash flow position of the Group is shown below:
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A. Reconciliation of Equity as of the Date of Transition to IFRSs (April 1, 2012)

(Millions of yen)

(Millions of yen)
Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Assets Assets
Current assets Current assets
Cash and deposits 15,313 123 15,436 Cash and cash equivalents
Trade notes and trade 150,896 (307) (10,040) | 140,549 Trade receivables
accounts
- 11,390 (318) 11,072 7 Other current financial assets
Merchandise and finished 14,899 774 354 16,027 Inventories
goods
- 2,061 - 2,061 Trade advances paid
Deferred tax assets 1,685 (1,685) - - 7
Other 15,390 (14,224) 3 1,169 Other current assets
Allowance for doubtful (306) 306 B -
accounts
Total current assets 197,877 (1,685) (9,878) 186,314 Total current assets
Non-current assets Non-current assets
Investments accounted for by
- 6,441 (454) 3,987 the equity method
- 7,394 1 7,395 Other investments
B 8.346 976 9322 Non—curreqt financial assets
other than investments
Property, plant and
equipment
- 52,539 (11,531) 41,008 1,7 Property, plant and equipment
- 21,095 (6,035) 15,060 1,7 Investment property
Buildings and structures 53,988 (53,988) - -
Accumulated (32.960) 32,960 - -
depreciation
Buildings and
structures — net 21,028 (21,028) B -
Machme}ry, equipment 39.479 (39,479 B B
and vehicles
Accumulated (27.151) 27,151 - -
depreciation
Machinery, equipment
and vehicles — net 12,328 (12,328) B B
Land 35,085 (35,085) - -
Leased assets 4,381 (4,381) - -
Accumulated (2.230) 2,230 - -
depreciation
Leased assets — net 2,151 (2,151) - -
Construction in progress 1,904 (1,904) - -
Other 5,420 (5,420) - -
Accumulated (4,282) 4282 - -
depreciation
Other — net 1,138 (1,138) - -
Net}property, plant and 73.634
equipment
Intangible assets
Goodwill 3,431 (3,431) - - 4,7 Goodwill
Other 3,412 3,431 276 7,119 4,7 Intangible assets
Total intangible assets 6,843

Differences
Line item under Japanese Japanese Reclassifi- | in recognition L
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Investments and other
assets
Investment securities 13,791 (13,791) - -
Long-term loans
receivable 1,167 (1,167) B B
Deferred tax assets 2,724 1,685 10,313 14,722 7 Deferred tax assets
- 1,794 2 1,796 Other non-current assets
Other 9,636 (9,636) - -
Allowance for doubtful (619) 619 B B
accounts
Total investments and 26,699
other assets
Total non-current assets 107,176 1,685 (6,452) 102,409 Total non-current assets
Total assets 305,053 — (16,330) 288,723 Total assets
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(Millions of yen)

(Millions of yen)
Differences
Line item Gu/r;ie}r) Japanese T 2)12123;6 Reé::iisrllﬁ— in rec;r;géntmn IFRSs Notes Line item under IFRSs
measurement
Liabilities Liabilities and equity
Liabilities
Current liabilities Current liabilities
Trade payables 129,225 (129,225) - -
Short-term loans payable 16,350 4,000 135 20,485 Egﬁﬁjﬁ;@sb‘mds and
Commercial papers 4,000 (4,000) - -
- 135,688 (10,507) 125,181 Trade payables
Lease obligations 1,085 (1,085) - -
- 4,898 777 5,675 ﬁ’;ﬁfﬂ et financial
Income taxes payable 2,383 24 45 2,452 Income taxes payable
- 4,943 20 4,963 Advances from customers
Provision for bonuses 2,595 (2,595) - -
E;?:j:;:n for directors’ 288 (288) B B
Other 17,219 (12,360) 771 5,630 3 Other current liabilities
Total current liabilities 173,145 — (8,759) 164,386 Total current liabilities
Non-current liabilities Non-current liabilities
Bonds payable 10,000 334 (28) 10,306 I;(j’rrrlo‘;‘lr;;‘: bonds and
Long-term loans payable 334 (334) - -
Lease obligations 1,957 (1,957) - -
Deferred tax liabilities 164 2,508 (2,672) —
mndreution | 267 | @) . .
- 13,094 3.481 16,575 Other non-current financial
liabilities
g‘r:?l\égsn for retirement 6.239 B 45 6.664 3 zlncq)gig;;egz ::E;lsltles for
?gﬁ;{fggjmm 2339 (2,339) - -
- 164 1,106 1,270 Deferred tax liabilities
2,339 94 2,433 Provisions
Other 12,112 (11,137) (329) 646 Other non-current liabilities
Total non-current liabilities 35,817 - 2,077 37,894 Total non-current liabilities
Total liabilities 208,962 - (6,682) 202,280 Total liabilities

Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Net assets
Shareholders’ equity Equity
Common stock 19,878 — — 19,878 Common stock
Capital surplus 18,737 - - 18,737 Capital surplus
Retained earnings 65,187 — (15,650) 49,537 6 Retained earnings
- (8,662) 6,158 (2,504) 1,2 Other components of equity
Treasury stock (1,750) - - (1,750) Treasury stock
Total shareholders’ equity 102,052
Accumulated other
comprehensive income
Valuation difference on
available-for-sale (1,031) 1,031 — -
securities
Deferred gains or losses on
hedges ) 4 B B
Revaluation reserve for (7,627) 7.627 B B
land
Foreign currency - B
translation adjustment 20 (20)
Total accum_ulatf:d other (8,642)
comprehensive income
B B B $3.898 Total equity attributable to
owners of the parent
Minority interests 2,681 - (136) 2,545 1,2,3 Non-controlling interests
Total net assets 96,091 - (9,648) 86,443 Total equity
Total liabilities and net assets 305,053 - (16,330) 288,723 Total liabilities and equity
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B. Reconciliation of Equity as of March 31, 2013

(Millions of yen)

(Millions of yen)
Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Assets Assets
Current assets Current assets
Cash and deposits 17,881 - 181 18,062 Cash and cash equivalents
Trade notes and trade 139,140 (219) (2,343) 136,578 Trade receivables
accounts
- 11,455 7 11,448 7 Other current financial assets
Merchandise and finished 17,045 846 243 18,134 Inventories
goods
- 3,085 - 3,085 Trade advances paid
Deferred tax assets 1,964 (1,964) - - 7
Other 17,267 (15,385) 7 1,889 Other current assets
Allowance for doubtful 19) 219 B -
accounts
Total current assets 193,078 (1,963) (1,919) 189,196 Total current assets
Non-current assets Non-current assets
Investments accounted for by
B 6,564 (332) 6,032 the equity method
- 8,924 1 8,925 Other investments
_ 9,739 834 10,573 4 Non—curreqt financial assets
other than investments
Property, plant and
equipment
- 67,809 (10,154) 57,655 1,7 Property, plant and equipment
- 21,559 (5,927) 15,632 1,7 Investment property
Buildings and structures 57,725 (57,725) - -
Accumulated (33,203) 33,203 - -
depreciation
Buildings and
structures — net 24,522 (24,522) B B
Machme}ry, equipment 53.022 (53,022) B B
and vehicles
Accumulated (28,210) 28210 - -
depreciation
Machinery, equipment _ _
and vehicles — net 24812 (24.812)
Vessels 488 (488) - -
Accumplgted ) 11 _ _
depreciation
Vessels — net 477 477) - -
Land 34,753 (34,753) - -
Leased assets 5,435 (5,435) - —
Accumulated (3.027) 3,027 - -
depreciation
Leased assets — net 2,408 (2,408) - -
Construction in progress 589 (589) - -
Other 6,206 (6,206) - -
Accumulated (4,398) 4,398 - -
depreciation
Other — net 1,808 (1,808) - -
Net}property, plant and £9.369
equipment
Intangible assets
Goodwill 3,209 (3,209) - - 4,7 Goodwill
Other 8,165 3,209 (375) 10,999 4,7 Intangible assets
Total intangible assets 11,374

Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Investments and other
assets
Investment securities 15,270 (15,270) - -
Long-term loans
receivable 964 ©64) - B
Deferred tax assets 2,816 1,964 10,216 14,996 7 Deferred tax assets
- 1,883 2 1,885 Other non-current assets
Other 11,379 (11,379) - -
Allowance for doubtful (503) 503 B B
accounts
Total investments and 29.926
other assets
Total non-current assets 130,669 1,963 (5,935) 126,697 Total non-current assets
Total assets 323,747 — (7,854) 315,893 Total assets
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(Millions of yen)

(Millions of yen)
Differences
Line item Gu/r;ie}r) Japanese T 2)12123;6 Reé::iisrllﬁ— in rec;r;géntmn IFRSs Notes Line item under IFRSs
measurement
Liabilities Liabilities and equity
Liabilities
Current liabilities Current liabilities
Trade payables 119,006 (119,006) - -
Short-term loans payable 9,595 5,000 150 14,745 Egﬁﬁjﬁ;@sb‘mds and
Current portion of bonds 5,000 (5,000) - -
- 126,690 (2,644) 124,046 Trade payables
Lease obligations 1,132 (1,132) - -
- 5,604 1,074 6,678 ﬁ’;ﬁfﬂ et financial
Income taxes payable 3,933 29 32 3,994 Income taxes payable
- 5,485 16 5,501 Advances from customers
Provision for bonuses 3,115 (3,115) - -
E;?:j:;:n for directors’ 405 (405) B B
Other 20,047 (14,150) 877 6,774 3 Other current liabilities
Total current liabilities 162,233 — (495) 161,738 Total current liabilities
Non-current liabilities Non-current liabilities
Bonds payable 20,000 6,247 (89) 26,158 I;(j’rrrlo‘;‘lr;;‘: bonds and
Long-term loans payable 6,247 (6,247) - -
Lease obligations 2,141 (2,141) - -
Deferred tax liabilities 1,810 629 (2,439) -
Dl ibies o | oy | g ||
- 14,471 2,900 17,371 Other non-current financial
liabilities
g‘r:?l\égsn for retirement 6.404 B 601 7,005 3 zlncq)gig;;egz ::E;lsltles for
S o | eew ||
- 1,810 663 2,473 Deferred tax liabilities
2,688 246 2,934 Provisions
Other 13,254 (12,330) (365) 559 4 Other non-current liabilities
Total non-current liabilities 54,983 - 1,517 56,500 Total non-current liabilities
Total liabilities 217,216 - 1,022 218,238 Total liabilities

Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Net assets
Shareholders’ equity Equity
Common stock 19,878 — — 19,878 Common stock
Capital surplus 18,737 - - 18,737 Capital surplus
Retained earnings 69,106 — (15,020) 54,086 6 Retained earnings
(7,836) 6,309 (1,527) 1,2 Other components of equity
Treasury stock (1,750) - - (1,750) Treasury stock
Total shareholders’ equity 105,971
Accumulated other
comprehensive income
Valuation difference on
available-for-sale (104) 104 - -
securities
Deferred gains or losses on ) 5 B _
hedges
Revaluation reserve for (7,779) 7.779 B B
land
Foreign currency B
translation adjustment 2 (2) (20)
Total accum_ulatf:d other (7.816)
comprehensive income
B B B 89,424 Total equity attributable to
owners of the parent
Minority interests 8,376 - (145) 8,231 1,2,3,4 Non-controlling interests
Total net assets 106,531 - (8,876) 97,655 Total equity
Total liabilities and net assets 323,747 - (7,854) 315,893 Total liabilities and equity

ITOCHU ENEX CO., LTD. Annual Report 2014

ITOCHU ENEX CO., LTD. Annual Report 2014

91



92

C. Reconciliation of Comprehensive Income for the Fiscal Year Ended March 31, 2013

(Millions of yen)

(Millions of yen)
Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Consolidated statement of
income
Net sales 1,430,746 (231) (565,926) 864,589 5 Revenue
Cost of sales (1,360,691) 323 565,445 (794,923) 1,5 Cost of sales
Gross profit 70,055 92 (481) 69,666 Gross profit
Selll_ng_, ger}eral and (56,329) (135) 796 (55,668) 1.3.4 Selling, general and administrative
administrative expenses expense
Loss from tangible assets,
B (1,587) 673 ©14) ! intangible assets and goodwill
- (346) - (346) Other - net
Operating income 13,726 (1,976) 988 12,738 Profit from operating activities
Non-operating income
Interest income 27 - - 27 Interest income
Dividend income 255 - - 255 Dividends received
Purchase discounts 323 (323) - -
Other 926 (926) - -
Non-operating expenses
Interest expenses (548) - (206) (754) 3 Interest expense
Sales discounts (231) 231 - -
Bond issuance cost (85) - 85 -
_ ) ) getther financial income and costs -
Foreign exchange (1.137) 1137 B B
losses
Share of loss of entities Share of loss of investments
accounted for by the (28) - - (28) accounted for by the equity
equity method method
Other (265) 265 - -
Ordinary income 12,963 - - -
Extraordinary income
Gain on sales of non- 275 75) B B
current assets
_Gam on sales of' ‘ 12 B a2) B
investment securities
Compensagog income 130 (130) B B
for expropriation
Extraordinary losses
Loss on sales and
retirement of non- (1,125) 1,125 — —
current assets
Loss on sales of
investment securities @ B 2 -
Loss on valuatlor} pf 12) B 2 -
mvestment securities
Impairment loss (712) 712 - -
Other 31) 24 7 -
Income before income
taxes and minority 11,498 (136) 872 12,234 Profit before tax
interests
Income taxes - current (5,479) 611 27 (4,841) 5 Income tax expense
Income taxes - deferred 475 (475) - -
Fncome before minority 6.494 B 399 7393 Profit
interests
Mmorlty interests in ©17) B ) (923) Profit at'trlbptable to non-
income controlling interests
Net income 5,577 B 893 6470 Profit attributable to owners of the

parent

Differences
Line item under Japanese Japanese Reclassifi- | in recognition .
GAAP GAAP cation and IFRSs Notes Line item under IFRSs
measurement
Consolidated statement of
comprehensive income
Other comprehensive
income
Income before minority
. 6,494 - 899 7,393 Profit
interests
Items that will not be reclassified
to profit or loss
Valuation difference on 926 - ®) 918 2 FVTOCI financial assets
available-for-sale securities
Remeasurement of net defined
- - 117 117 3 s
(7 (1 benefit liability
Other comprehensive income in
- - 1 1 associates accounted for by the
equity method
Items that may be reclassified to
profit or loss
- - 13 13 Cash flow hedges
Share of other - .
N Other comprehensive income in
comprehensive income of .
L 51 - - 51 associates accounted for by the
entities accounted for by the cquity method
equity method quity
Total other comprehensive 977 B (111) 366 Total other comprehensive income
income (net of tax effect)
Comprehensive income 7,471 - 788 8,259 Comprehensive income
Comprehensive income Comprehensive income
attributable to owners of the 6,554 - 780 7,334 attributable to owners of the
parent parent
Comprehensive income Comprehensive income
attributable to minority 917 - 8 925 attributable to non-controlling
interests interests
Net income per share . .
(attributable to owners of the (Yen) (Yen) (Yen) Eamings per share (attributable to
owners of the parent)
parent)
Basic 49.36 - 791 57.26 Basic
Diluted - - - - Diluted
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D. Reconciliation of cash flows for the fiscal year ended March 31, 2013

There are no material differences between the consolidated statement of cash flows under Japanese
GAAP and the consolidated statement of cash flows under IFRSs.

(3) Notes on Adjustments
A. Deemed Cost

The Group has applied the optional exemption under which fair value as of the date of transition to
IFRSs is used as deemed cost. As of the date of transition to IFRSs, the carrying amounts and fair
values under the previous accounting standards (Japanese GAAP) of property, plant and equipment
and investment property to which this exemption has been applied are shown below:

(Millions of yen)
Carrying amount . .
(Japanese GAAP) Fair value Difference
Property, plant and equipment 22,580 7,247 (15,333)
Investment property 21,136 15,074 (6,062)
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B.

The effect of this change is summarized as follows (the figures in parentheses represent expense

or loss):

(Millions of yen)

Consolidated statement of
comprehensive income

Fiscal year ended
March 31, 2013

Cost of sales (172)
Selling, general and administrative (694)
expense
Loss from tangible assets, intangible (677)
assets and goodwill

Adjustments to profit before tax (1,543)

(Millions of yen)

Consolidated statement of
financial position

As of the date of transition to IFRSs
(April 1, 2012)

As of March 31, 2013

Property, plant and equipment (15,333) (13,900)
Investment property (6,062) (5,951)
Relevant tax effect 11,899 11,112
Other components of equity (7,627) (7,779)
Non-controlling interests 205 199
Adjustments to retained earnings (16,918) (16,319)

Financial Instruments

(i)  Securities and Other Investments

Under IFRSs, all equity instruments other than those accounted for by the equity method are
classified as FVTOCI financial assets of which the change in fair value is recognized in other
comprehensive income. For impairment losses of listed and unlisted shares recognized as needed
under Japanese GAAP, the amount of impairment losses corresponding to FVTOCI financial
assets was reclassified from retained earnings to other components of equity under IFRSs.

The effect of this change is summarized as follows (the figures in parentheses represent expense

or loss):

(Millions of yen)

Consolidated statement of
comprehensive income

Fiscal year ended
March 31, 2013

FVTOCI financial assets

Adjustments to
other comprehensive income

(Millions of yen)

Consolidated statement of
financial position

As of the date of transition to IFRSs
(April 1, 2012)

As of March 31, 2013

Other components of equity 1,533 1,543
Non-controlling interests 3) 6)
Adjustments to retained earnings 1,530 1,537

(i1) Presentation of Financial Assets and Liabilities

Under IFRSs, financial assets and liabilities are offset and presented on a net basis when both of
the following requirements are met:

* There is an unconditional and legally enforceable right to set off the amounts recognized; and

» There is an intent either to settle on a net basis or to realize the asset and settle the liability

simultaneously.

For the summary of the effect of these adjustments, please refer to 26. “Financial Instruments (9)
Offsetting of Financial Assets and Financial Liabilities”.

This has no effect on retained earnings.
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C.

Employee Benefits

(i) Defined Benefit Retirement Benefit Plans

Under Japanese GAAP, actuarial gains or losses were amortized on a straight-line basis from the
next fiscal year following the fiscal year in which they occurred, over certain years set within the
employee’s average remaining service period.

Under IFRSs, the actuarial gains or losses are recognized in other comprehensive income when
occurred and immediately reclassified to retained earnings. The present value of liability for
defined benefit plan is recalculated in accordance with IFRSs. Adjustments for the gain or loss
that occurred due to the periodic allocation method for the benefit are made to retained earnings.

(i) Unused Paid Vacation

The Group recognizes unused paid vacation in liabilities under IFRSs, which was not required
under Japanese GAAP, and adjustments are made to retained earnings.

The effect of these changes is summarized as follows (the figures in parentheses represent

expense or loss):

(Millions of yen)

Consolidated statement of
comprehensive income

Fiscal year ended
March 31, 2013

Selling, general and administrative

comprehensive income

109
expense
Interest expense 74
Adjustments to profit before tax 35
Remeasurement of net defined (117)
benefit liability
Adjustments to other (117)

(Millions of yen)
Consolidated statement of As of the date of transition to IFRSs
financial position (April 1, 2012) As of March 31,2013

Other current liabilities (649) (622)
Non-current liabilities for employee
benefits (408) (581)
Relevant tax effect 392 443
Non-controlling interests 13 16

Adjustments to retained earnings (652) (744)
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D. Business Combinations

(1) Retrospective Application of IFRS 3 “Business Combinations”

IFRS 3 “Business Combinations” is applied retrospectively with respect to business combinations

on or after September 1, 2008.

The effect of this change is summarized as follows (the figures in parentheses represent expense

or loss):

(Millions of yen)

Consolidated statement of
comprehensive income

Fiscal year ended
March 31, 2013

Selling, general and administrative
expense

(724)

Adjustments to profit before tax

(724)

(Millions of yen)

Consolidated statement of
financial position

As of the date of transition to IFRSs
(April 1,2012)

As of March 31, 2013

Intangible asset 1,187 521
Other current liabilities - 97)
Relevant tax effect (1,011) (489)
Non-controlling interests - 16
Adjustments to retained earnings 176 (49)

E. Gross Presentation and Net Presentation of Revenue

Under Japanese GAAP, the amounts of transactions that the Group conducted as a party directly

G. Reclassification

In addition to the above, reclassifications have been made to comply with provisions of IFRSs. The
major reclassifications are as follows:

* An asset that arises as a result of the acquisition of a company for a premium value was
presented as “Goodwill” under Japanese GAAP and is reclassified to “Intangible assets™ if it
satisfies the requirements for intangible assets under IFRSs.

* All current portions of deferred tax assets are reclassified to non-current assets.

* “Investment property” is presented separately in accordance with the provisions for
presentation in IFRSs.

» Financial assets and financial liabilities are presented separately in accordance with the
provisions for presentation in IFRSs.

involved and transactions that the Group conducted as an agent are presented as net sales on a gross
basis. Under IFRSs, for a transaction in which the Group functions, as a party directly involved, to
increase added value of goods or services themselves provided and takes significant risks associated
with the transaction, revenue is presented on a gross basis, while revenue from other transactions is
presented at a net amount calculated by deducting the cost from the total amount of transactions with
the customer.

The effect of this change is summarized as follows (the figures in parentheses represent expense or

loss):

(Millions of yen)

Consolidated statement of
comprehensive income

Fiscal year ended
March 31, 2013

Revenue

(565,745)

Cost of sales

565,745

Adjustments to profit before tax

F. Retained Earnings

The effect of adjustments described above on retained earnings is shown below:

(Millions of yen)
Congﬂ:lileltieﬁ Is)t(.;astietrilcl)int of As of the d(}j.;ﬁl; zf tlrjl;(s)lltlz(;n to IFRSs As of March 31, 2013

Deemed costs (16,918) (16,319)
Financial instruments 1,530 1,537
Employee benefits (652) (744)
Business combinations 176 (49)
Other 214 555

Adjustments to retained earnings (15,650) (15,020)
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Deloitte Touche Tohmatsu LLC
Shinagawa Intercity

2-15-3, Konan

Minato-ku, Tokyo 108-6221
Japan

Tel:+81(3) 6720 B200
Fax:+81(3) 6720 8205
wiww. deloitte. comdp

Deloitte

INDEPENDENT AUDITOR'S REPORT
To the Board of Directors of ITOCHU ENEX CO., LTD.:

We have audited the accompanying consolidated statement of financial position of ITOCHU ENEX
CO., LTD. (the "Company") and its consolidated subsidiaries as of March 31, 2014, and the related
consolidated statements of comprehensive income, changes in equity, and cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, 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.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the consolidated
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 entity's internal control.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated 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 consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of ITOCHU ENEX CO., LTD. and its consolidated
subsidiaries as of March 31, 2014, and the consolidated results of their operations and their cash
flows for the year then ended in accordance with International Financial Reporting Standards.

Member of

Deloitte Touche Tohmatsu Limited

ITOCHU ENEX CO., LTD. Annual Report 2014

Emphasis of Matter

As discussed in Note 41 to the consolidated financial statements, at a Board of Directors meeting held
on April 17, 2014, the Company resolved to acquire 200 issued shares (51.95% of the total number of
issued shares) of Osaka Car Life Group Co., Ltd., thereby making it a subsidiary, and concluded a
share transfer agreement with NMC2007 Investment Limited Partnership as of April 17, 2014. On
May 27, 2014, the Company acquired the shares. Our opinion is not qualified in respect of this
matter.

Mol oedoe 7ondt 7 rbandoy e

June 19, 2014

ITOCHU ENEX CO., LTD. Annual Report 2014

99



Corporate Profile wsoraprit1, 201

Company Name
Head Office Address
Established

Paid-in Capital

Business Divisions

Number of Employees
(As of March 31, 2014)

Main Financial Institutions

ITOCHU ENEX CO., LTD.

Toranomon Twin Building, 2-10-1, Toranomon, Minato-ku, Tokyo 105-8430, Japan

January 28, 1961
19,877.67 million yen

Home-Life Division
Car-Life Division
Power & Utility Division

Energy Trade Division

659 (Non-consolidated)
(including 199 at subsidiaries)
3,954 (Consolidated)

Sumitomo Mitsui Trust Bank, Limited
Sumitomo Mitsui Banking Corporation
Resona Bank, Limited

Mizuho Bank, Ltd.

Principal Branches and Consolidated Subsidiaries

Consolidated subsidiaries: 32

Non-consolidated subsidiaries (covered by the equity method): 13

Affiliates (covered by the equity method): 20

ITOCHU ENEX HOME-LIFE CHUBU CO., LTD.

ITOCHU ENEX HOME-LIFE KANSAI CO.,LTD

OSAKA CAR LIFE GROUP CO., LTD.

KYUSHU ENERGY CO., LTD.

ECORE CO., LTD.

Kyushu Branch

ENEX FLEET CO., LTD.

@ Kansai Branch
@D Chugoku & ShikekuBranch

KOKURA ENTERPRISE ENERGY CO., LTD.
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@ Chubu Branch

ITOCHU ENEX HOME-LIFE NISHI-NIHON CO., LTD.
ENEX PETROLEUM SALES NISHI-NIHON CO., LTD.

Hokkaido Branch
@ ITOCHU ENEX HOME-LIFE HOKKAIDO CO., LTD.

@ TOHOKU TANKU SHOUKAI CO., LTD.

Tohoku Branch
@ ITOCHU ENEX HOME-LIFE TOHOKU CO., LTD.

ing ENERGY CORPORATION
[ ]

Higashi-Nihon Branch
ITOCHU ENEX HOME-LIFE KANTO CO., LTD.
ITOCHU INDUSTRIAL GAS CO., LTD.

ENEXAUTO CO., LTD.

TOKYO TOSHI SERVICE COMPANY
ENEX LNG SALES CO., LTD.

JEN HOLDINGS CO., LTD.

ITOCHU ENEX SUPPORT CO., LTD.

*Other branches are located in regions throughout the country.

ENEX PETROLEUM SALES HIGASHI-NIHON CO., LTD.

Organization Chart wsor october 1, 201

General Meeting of

Shareholders

Supervisory Board
Corporate Auditors

Board of Directors

President

CFO

cco

Home-Life Division

Car-Life Division

Power & Utility Division

Planning & Administration Department
Sales Strategy Department

Supply Department

CSR & Security System Department

— Planning & Administration Department
— Administration Department

— Hokkaido Branch

— Tohoku Branch

— Higashi-Nihon Branch

— Chubu Branch

— Kansai Branch

— Chugoku & Shikoku Branch

— Kyushu Branch

“— Supply Department

— Planning & Administration Department
— Administration Department
— Power Business Department

— Power Sales & Management Department

Energy Trade Division

'— Solution Engineering Department

— Planning & Administration Department
— Administration Department

— Asphalt Department

— Higashi-Nihon Industrial Energy Sales Department
— Nishi-Nihon Industrial Energy Sales Department
— Fleet & AdBlue Sales Department

— Marine Fuels Department

Corporate Administration Division

— Products Trade Department

— Planning & Administration Department
— Finance & General Accounting Department
— Legal & Credit Control Department

— IT Planning Department

Corporate Planning Division

“— Human Resources & General Affairs Department

— Overseas Project & Investment Department

— Investigation & Public Relations Department

— Corporate Planning Department

Audit Department

ENEX ACADEMY Planning Department

— ITOCHU ENEX HOME-LIFE HOKKAIDO CO.,LTD.
— ITOCHU ENEX HOME-LIFE TOHOKU CO.,LTD.

— ITOCHU ENEX HOME-LIFE KANTO CO.,LTD.

— ITOCHU ENEX HOME-LIFE CHUBU CO.,LTD.
—— ITOCHU ENEX HOME-LIFE KANSAI CO.,LTD.

— ITOCHU ENEX HOME-LIFE NISHI-NIHON CO.,LTD.
— ECORE CO.,LTD.

— ITOCHU INDUSTRIAL GAS CO.,LTD.

— ing ENERGY CORPORATION

—— ENEX PETROLEUM SALES HIGASHI-NIHON CO.,LTD.
— ENEX PETROLEUM SALES NISHI-NIHON CO.,LTD.
— TOHOKU TANKU SHOUKAI CO.,LTD.

— KYUSHU ENERGY CO.,LTD.

— ENEX FLEET CO.,LTD.

— ENEXAUTO CO.,LTD.

— OSAKA CAR LIFE GROUP CO., LTD.

TOKYO TOSHI SERVICE COMPANY
ENEX LNG SALES CO., LTD.
JEN HOLDINGS CO.,LTD.

—— KOKURA ENTERPRISE ENERGY CO.,LTD.

— ITOCHU ENEX SUPPORT CO.,LTD.
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tock/Shareholder Information (As of March 31, 2014)

Stock Information

Number of shares authorized to be issued 387,250 thousand shares
Number of shares issued and outstanding 116,881 thousand shares
Number of shareholders 8,899
Trading unit of shares 100 shares

Distribution of shares

By type of shareholders

Other entities 58.16%
Individuals, others 18.97%
[ Financial institutions 12.68%
Foreign entities, etc. 9.77%

[ Financialinstruments firms  0.42%

Note: “Individuals, others” includes treasury stock (3,890 thousand shares).

Principal Shareholders

Number of Shares Held

Name (Thousands) % of Total Shares Issued
ITOCHU Corporation 60,978 52.17
Enex Fund 3,479 2.98
JX Holdings, Inc. 2,010 1.72
Sumitomo Mitsui Trust Bank, Limited 1,974 1.69
Nippon Life Insurance Company 1,873 1.60
Japan Trustee Services Bank, Ltd. (trust account) 1,851 1.58
The Master Trust Bank of Japan, Ltd. (trust account) 1,819 1.56
Itochu Enex Employee Shareholding Association 1,797 1.54
SINANEN CO., LTD. 1,571 1.34
MELLON BANK, N. A. AS AGENT FOR ITS CLIENT MELLON OMNIBUS US PENSION 993 0.85

* In addition to shares described above, the company holds 3,890 thousand shares as treasury shares

Shareholder Information

Stock exchange listing Tokyo (First Section); Stock name: ENEX

Stock code 8133

Method of notification Publication on the Company’s website
http://www.itcenex.com/english

Accounting period Ending March 31 of every year

Important dates Ordinary general meeting of shareholders: June
Year-end dividend: March 31

Interim dividend: September 30
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