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Independent Auditor’s Report

The Board of Directors
Marubeni Corporation

We have audited the accompanying consolidated financial statements of Marubeni Corporation and its
consolidated subsidiaries, which comprise the consolidated statement of financial position as at March 31, 2018,
and the 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, all expressed in
Japanese yen.

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 designing and operating such internal
control as management determines i3 necessary to enable the preparation and fair presentation of the
consolidated financial statements that are free from matetial 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. The purpose of an audit of the consolidated financial statements is not to express an opinion on the
effectiveness of the entity’s internal control, but in making these risk assessments the auditor considers internal
controls 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. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonablemess 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 Marubeni Corporation and its consolidated subsidiaries as at March 31, 2018,
and their consolidated financial performance and cash flows for the year then ended in conformity with
Internationa] Financial Reporting Standards.

Convenience Translation

We have reviewed the translation of these consolidated financial statements into U.S. dollars, presented for the
convenience of readers, and, in our opinion, the accompanying consolidated financial statements have been
properly translated on the basis described in Note 1.

Coreet o Gfurp Hinlihon. 11

June 22,2018
Tokyo, Japan



Marubeni Corporation and Subsidiaries

Consolidated Statement of Financial Position

Thousands of
U.S. dollars
Millions of yen (Note 1)
Assets March 31, 2018 March 31, 2017 March 31, 2018
Current assets: ’
Cash and cash equivalents (Notes 13 and 14) ¥625,834 ¥704,972 $5,904,094
Time deposits (Note 13) 1,046 1,227 9,868
Investment securities (Note 13) 0 10,075 [}
Notes, trade accounts and loans receivable (Notes 13 and 14} 1,315,336 1,235,392 12,408,830
Other current financial assets (Note 13) 213,941 200,560 2,018,311
Inventories (Notes 4 and 14) 835,021 767,365 7,877,557 .
Assets classified as held for sale 61,452 36,689 §79,736
QOther current assets 226,141 208,206 2,133,406
Total current assets 3,278,771 3,164,486 30,931,802
Non-current assets:
Investments in associates and joint ventures (Notes 12, 14 and 25) 1,764,169 1,755,952 16,643,104
Other investments (Note 13} 322,628 334,441 3,043,660
Notes, trade accounts and loans receivable (Notes 13 and 25) 138,715 162,961 1,308,632
Other non-current financial assets (Note /3) 72,492 85,799 683,887
Property, plant and equipment (Notes 5, 8 and 14) 905,479 968,392 8,542,255
Intangible assets (Note 6) 293,583 289,334 2,769,651
Deferred tax assets (Note 11) 45,233 88,216 426,726
Other non-current assets 56,047 47,152 - 528,745
Total non-current assets 3,598,346 3,732,247 33,946,660
Total assets (Note 18) ¥6,877.117 ¥6,896,733 $64,878,462




Marubeni Corporation and Subsidiaries
Consolidated Statement of Financial Position (continued) .

Lirbilities and equity

Thousands of
U.S. dollars

Millions of yen (Note 1)

March 31, 2018 March 31,2017  March 31,2018 |

Current liabjlities:
" Bonds and borrowings (Notes 13 and 17)
Notes and trade accounts payable (Note 13}
Other current financia] liabilities (Note /3)
Income tax payable (Note 11)
Liabilities directly associated with assets held for sale
Other current liabilities (Noze 7}
Total current ljabilities

Non-current Habilities:

Bonds and borrowings (Note 13)
Notes and trade accounts payable (Notes /3 and 25)
Other non-current financial liabilities (Note 13)
Accrued pension and retirement benefits mote 9)
Deferred tax liabilities (Note /1)
Others non-current liabilities (Note 7)

Totel non-current liabilities’

Total liabilities
Equity:
Issued capital (Note 19)
Cﬁpital surplus (Note 19)
Other equity instruments (Note 20)
Treasury stock (Note {9}
Retained earnings (Notes 19 and 21)

Other components of equity (Note 16):

Gains (losses) on financial assets measured at fair value through other

comprehensive income (Notes 13 and 16)

Foreign currency translation adjustments (Notes 13 and 16)

Gains (losses) on cash flow hedges (Notes 13 and 16)

Remeasurements of defined benefit plan (Notes 9 and 16}
Equity attributable to owners of the parent

Non-controlling interests
Total equity

Total liabilities and equity

¥611,756 ¥643,049 $5,771,283
1,374,022 1,243,087 12,962,472
370,103 361,768 3,491,538
17,858 19,454 168,472

- 4,086 -
387,975 344,761 3,660,141

2,761,714 2,616,205 26,053,906

1,930,948 2,163,089 18,216,491

16,713 18,349 157,670
66,316 70285 625,622
79,099 83,468 146,217
95,944 105,630 905,132
90,746 96,949 856,094

2,279,766 2,537,770 21,507,226

5,041,480 5,153,975 47,561,132

262,686 262,686 2,478,170
135,295 142,881 1,276,368
243,589 243,589 2,298,009
(1,379) (1,374) (13,009)
1,014,709 856,647 9,572,726
82,596 54,606 779,207
76,253 165,310 719,368
(42,274) © (40,622) (398,811)
1,771,475 1,683,723 16,712,028
64,162 59,035 605,302

1,835,637 1,742,758 17,317,330

¥6,877,117 6,896,733 $64,878,462

See accompanying Notes to Consolidated Financial Statements.



Marubeni Corporation and Subsidiaries
Consolidated Statement of Comprehensive Income

Thousands of
U.S. dollars
Millions of yen (Note 1}
Year ended Year ended Year ended
March 31, 2018 March 31,2017 March 31, 2018

Revenue (Notes 18 and 23):
Sales of goods (Note 13) : ¥7,361,808 ¥6,940,332 $69,451,019
Commissions on services and trading margins 178,529 188,473 1,684,236
Total revenue . 7,540,337 7,128,805 71,135,255
Cost of goods sold (Notes 4, 5, 6 and 13) (6,863,100)  (6,514925)  (64,746,227)
Gross trading profit (Note 18) . 677,237 613,880 - 6,389,028
Other income (expenses):
Selling, general and administrative expenses (Notes 5, 6 and 9) (559,183) (522,283) (5,275,312)
Guins (losses) on property, plant and equipment: ' _
Impairment losses (Nozes 5 and 6) (5,197) (69,246) (49,028)
Gains (losses) on sales of property, plant and equipment 3,728 5,852 35,170
Other-net (Notes 10 and 13) (35,063) 45,934 _(330,783)
Total other income (expenses) (595,715) (539,743) (5,619,953)
Finance income (expenses):
Interest income (Note 13) 13,526 16,213 127,604
Interest expenses (Note 13) (34,948) (33,318) (329,698)
Dividend income (Note 13) 21,254 17,512 200,509
Gains (losses) on investment securities (Note /3) 25,147 11,002 237,236
' Total finance income (expenses) 24,979 11,409 235,651
Share of profits of assoclates and joint ventures (Notes 12 and 18) 148,503 114,725 1,400,972
Profit before tax 255,004 200,271 2,405,698
Income taxes (Note 11) (38,429) ‘ (44,485) (362,538)
Profit for the year ¥216,575 ¥155,786 $2,043,160

Profit for the year attributable to:
Ovwmers of the parent (Note 18) ¥211,259 ¥155,350 $1,993,009
Non-controlling interests 5316 436 50,151




Marubeni Corporation and Subsidiaries
Consolidated Statement of Comprehensive Income (continued)

See accompanying Notes to Consolidated Financial Statements,

Thousands of
U.S. dollars
Millions of yen (Note 1)
Year ended Year ended Year ended
March 31, 2018 March 31,2017 March 31, 2018
Other comprehensive income (Note 16):
Iterns that will not be reclassified to profit or loss:
Gains (losses) on financial assets measured at fair value through other '
comprehensive income (Notes 13 and 16) g 7,998 $171,613
Remeasurements of defined benefit plan (Notes ¢ and 16) 3,916 1,207 36,944
Changes in other comprehensive income of associates and joint ventures 2070 3,384 19,528
(Note 12)

Items that will be reclassified to profit or loss: . ’
Foreign currency translation edjustments (Notes /3 and 16) (86,554) (27,860) (816,547)
Gains (losses) on cash flow hedges (Notes 13 and 16) 2,779) 4,185 (26,217)
Changes in other comprehensive income of agsociates and joint ventures @13) 7,809 (3,896)

{Note 12}
Other comprehensive income, net of tax {65,569) {3,277 {618,575)
Total comprehensive income for the year ¥151,006 ¥152,509 31,424,585
Total comprehensive income for the year attributable to:
Owuers of the parent ¥145,671 ¥153 449 $1374,255
Non-controlling interests 5,335 (940) 50,330
U.S. dollars
Yen (Note 1)
Year ended Year ended Year ended
March 31, 2018 March 31,2017 March 31, 2018
Basic earnings per share attributable to shareholders of the parent
(Note 15) ¥119.43 ¥88.08 $1.13
Diluted earnings per share atiributable to shareholders of the parent
. (Note 1) ¥119.37 ¥88.06 $1.13



Marubeni Corporation and Subsidiaries
Consolidated Statement of Changes in Equity

Thousands of
U.S. dollars
Millions of yen (Note 1)
Yearended  Yearendsd Year ended
March 31, 2018 March 31,2017 March 31, 2018
Issued eapital (Note 19):
Balance at beginning of year ¥262,686 ¥262,686 $2,478,170
Balance at end of year 262,686 262,686 2,478,170
Capital surplus (Note 19):
Balance at beginning of year 142,881 141,504 1,347,934
Disposal of treasury stock ) 1 (4} 9
Equity transactions with non-controlling interests and others (7,587) 1,378 (71,575
Balance at end of year 135,295 142,881 1,276,368
Qther equity instruments:
Balance at beginning of year 243,589 - 2,298,009
Issuance of other equity instruments (Note 20) - 243,589 -
. Balance at end of year 243,589 243,589 2,298,009
Treasury stock (Note 19):
Balance at beginning of year (1,374) (1,369) (12,962)
Purchases and sales of treasury stock ©) (5 “n
Balance at end of year 1,379 (1374) (13,009)
Retained earnings:
Balance at beginning of year 856,647 737,215 8,081,575
Profit for the year attributable to owners of the parent (Note /8) 211,259 . 155,350. 1,993,009
Transfer from other components of equity (Note /6} (4,063) 803 (38,330)
Dividends to shareholders of the parent (Note 21) {45,124) (34,711} (425,698)
Distribution to owners of other equity instruments (4,010) {2,010) {37,830)
Balance at end of year 1,014,709 856,647 9,572,726
Other components of equity: .
Balance at beginning of year 179,294 177,016 1,691,452 .
Gains (losses) on financial assets measured at fair value through other '
comprehensive income (Notes 13 and 16) ' 20,397 H212 wz2.a5
Foreign currency translation adjustments (Notes /3 and 16) (89,057) (28,298) (840,160)
- Gains (losses) on cash flow hedges (Notes 13 and 16) (458) 14,054 (4,321)
Remeasurements of defined benefit plan (Nores 9 and 16) 3,530 1,131 33,302
Transfer to retained earnings (Note 18) : 4,063 {803) 38,330
Trensfer to non-financial assets or non-financial liabilities (Notes 13 and 16} {1,194) 4,982 (11,264)
Balance at end of year 116,575 179,294 1,099,764
Equity attributable to owners of the parent ¥1,771,475 ¥1,683,723 $16,712,028
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Marubeni Corporation and Subsidiaries
Consolidated Statement of Changes in Equity (continued).

Thousands of
U.S. dollars
Millions of yen (Note 1)
Year ended Year ended Year ended
March 31, 2018 March 31,2017 March 31, 2018
Non-controlling interests: '
Balance at beginning of year ¥59,035 ¥98,150 $556,934
Dividends to non-coutrolling interests (5,802) (3,480) (54,736)
Equity transactions with non-controlling interests and others 5,594 (34,695) 52,774
Profit for the year attributable to non-controlling interests 5,316 436 50,151
Other components of equity: ,
Gains (losses) on financial assets measured at fair value through other
comprehensive income (Notes 13 and 16) 167 23 1575
Foreign currency translation adjustments (Notes 13 and 16) (258) (1,716) (2,434)
Gains (losses) on cash flow hedges (Notes 13 and 16) 27 94 255
Remeasurements of defined benefit plan (Notes 9 and 16) 83 11 783
Balance at end of year ) 64,162 59,035 605,302
Total equity ¥1,835,637 ¥1,742,758 §17,317,330
Thousands of
U.S. dollars
Millions of yen {Note 1)
Year ended Year ended Year ended
March 31, 2018 March 31,2017 March 31, 2018
Total comprehensive income for the year attributable to:
Owners of the parent ¥145,671 ¥153,449 - $1,374,255
Non-controlling interests 5335 (940) 50,330
Total comprehensive income (loss) for the year ¥151,006 ¥152,509 $1.424,585

See accompanying Notes to Consolidated Financial Statements.



Marubeni Corporation and Subsidiaries
Consolidated Statement of Cash Flows

Thousands of
) U.S. dollars
Millions of yen (Note [)
Year ended Year ended Yesr ended
March 31, 2018 March 31, 2017 March 31, 2018
Operating activities:
Profit for the year ¥216,575 ¥155,786 $2,043,160
Adjustments to reconcile profit for the year to net cash provided by (used in)
operating activities:
Depreciation and amortisation 120,331 111,682 1,135,199
(Gains) losses on property, plant and equipment 1,469 63,3%4 13,858
Finance (income) expenses (24,979) (11,409) (235,651)
Share of profits of associates and joint ventures (148,503) (114,725) (1,400,972)
Income taxes : 38,429 44485 362,538
Changes in notes and accounts receivable (135,801) (25,820) (1,281,141)
Changes in inventories (102,626) 24,791 (968,170)
Changes in notes and trade accounts payable 158,159 64,793 1,492,066
Other-net 56,719 (45,474) 535,085
Interest received 9,607 13,425 90,632
- Interest paid (35,069) (33,358) (330,840)
Dividends received 126,086 102,467 1,189,491
Income taxes paid (26,974) (25,774) (254,472)
Net cash provided by (used in) operating activities 253,423 324,263 2,390,783
Investing activities Note 17):
Net (increase) decrease in time deposits 1711 3,665 1,613
Proceeds from sale of property, plant and equipment 15,647 89,684 147,613
Proceeds from sale of investment property 246 13,446 2,321
Collection of loans receivable 31,658 30,005 298,660
Prf)cceds from sale of subsidiaries, net of cash and cash equivalents 51,722 56,622 487.943.
disposed of
Proceeds ﬁ'.om sale of investments in associates and joint ventures, 63,366 105,816 597,793
and other investments
Purchase of property, plant and equipment - (103,176) (130,987) (973,358)
Purchase of investment property (406) (181) (3,830)
Loans provided to customers (11,488) (21,052) (108,377)
Acquisition of subsidiaries, net of cash and cash equivalents acquired (22,990) (10,705) (216,387
Purchase of investments in associates and joint ventures,
and other invwéunmts (74,492) (89,809) (702,755)
Net cash provided by (used in) investing activities (49,742) 46,504 (469,264)



Marnbeni Corporation and Subsidiaries
Consolidated Statement of Cash Flows (continued)

Thousands of
U.S. dollars
Millions of yen (Note 1)

Year ended Year ended Year ended
March 31, 2018 March 31,2017 March 31, 2018

" Financing activities (Note 17):
Net increase (decrease) in short-term borrowings ) ¥41,733 ¥135,725) $393,707
Proceeds from long-term bonds and borrowings 229,867 126,589 2,168,557
Repayments of long-term bonds and borrowings (487,202) (450,820) {4,596,245)
Dividends paid to shareholders of the parent (Note 21) (45,124) (34,711} (425,698)
Net cash outflows on purchases and sales of treasury stock (15) 8) (142)
Capital contribution from non-controlling interests ‘ 2,420 374 22,830
A.cqmsm(m of additional interests in subsidiaries from non-controlling (1,375) (1,656) (12972)
interests
Proceeds from issuance of other equity instruments (Note 20} - 243,589 -
Distribution to owners of other equity instruments (4,010) (2.010) (37.,830)
Other (5,801) (3,745) (54,726)
Net cash provided by (used in) financing activities (269,507) (258,123) (2,542,519)
Effect of exchange rate changes on cash and cash equivalents (13312) (8,512) (125,585)
Net increase (decrease) in cash and cash equivalents (79,138) 104,132 (746,585)
Cash and cash equivalents at beginning of year 704,972 . 600,840 6,650,679
Cash and cash equivaients at end of year ¥625,834 ¥704 972 $5,904,094

See accompanying Notes 1o Consolidated Financial Statements.



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements

1. Business Overview

Marubeni Corporation (the “Company”) is a corporation domiciled in Japen. The Company and its domestic and overseas
subsidiaries, which are controlted by the Company mainly through direct or indirect holdings of the majority of voting rights (together
the “Companies”), engage in import and export trading of domestic and overseas products and commodities, including domestic and
offshore trading in fields which cover a wide range of comrmodities such as Food & Consumer Products, Chemical & Forest Products,
_Energy & Metals, Power Business & Plant, Transportation & Industrial Machinery, and others, In addition, the Companies offer
various services and engage in diversified businesses such as investments in domestic and foreign businesses, exploration of natural
resources and others.

The translation of Japanese yen amounts into U.S. dollar amounts for the year ended March 31, 2018 and at March 31, 2018 is
included solely for the convenience of readers outside of Japan and has been made at ¥106 to $1, the exchange rate prevailing on
March 31, 2018. The translation should not be construed as a representation that the Japanese yen amounts could be converted into
U.S. dollars at this or any other rate.

2. Basis of Presentation

(1) Statements of Compliance
The Company’s Consolidated Financial Statements have been prepared in accordance with the IFRSs issued by the Intemational
Accounting Standards Board. As the Company meets the requirements of a “Specified Company applying Designated
International Financial Reporting Standards”, pursuant to Article 1-2 of the Ordinance on Terminelogy, Forms and Preperation
Methods of Consolidated Financial Statements (Ordinance of the Ministry of Finance No. 28 of 1976, the “Consolidated Financial
Statements Ordinance”), it has applied the provisions of Article 93 of said Ordinance,

(2) Functional Currency and Presentation Currency
The Consolidated Financial Statements of the Company are presented in Japanese yen, the functional currency of the Company,
and amounts of less than one million yen are rounded to the nearest million yen.

(3) Use of Estimates and Judgments .
Preparation of the Consolidated Financial Statements requires management to make accounting estimates and assumptions, as
necessary that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the end
of the reporting period as well as the reported amounts of revenues and expenses for the reporting period. Actual results could
differ from those cstimates and assumptions due to their inherent uncertainty. Accounting estimates and assurnptions that could
significantly affect the Consolidated Financial Statements are as follows:

+ Write-down of inventories (Note 4 “Inventories"')

+ Impairment of property, plant and equipment (Note 5 “Property, Plant and Equipment”)

+ Impairment of intangible assets (Note 6 “Intangible Assets™)

+ Provisions (Note 7 “Provisions™)

» Defined benefit obligation (Note 9 “Employee Benefits™)

+ Recoverability of deferred tax assets (Note 11 “Income Taxes™)

» Impeirment of investments in associates and joint ventures (Note 12 “Associates and Joint Ventures”)
+ Valuation of financial instruments (Note 13 “Financial Instruments and Related Disclosures™)

+ Contingent liabilities (Note 24 “Commitments and Contingent Liabilities”)

Information related to judgments made by the Company that could significantly affect the Consolidated Financial Statements
in the process of applying the accounting policies are as follows:
« Scope of subsidiaries, associates and joint ventures (Note 3 “Significant Accounting Policies™)
+ Classification of non-current assets or disposal groups as held for sale (Note 3 “Significant Accounting Policies™)
+ Accounting for leases (Note 8 “Leases™) ' '
- Derecognition of financial assets (Note 13 “Financial [nstruments and Related Disclosures™)
+ Classification of liabilities and equity (Note 20 “Other Equity Instruments”)

10



Marubeni Corporation and Subsidiaries
Notes to Congolidated Financial Statements (continued)

3. Significant Accounting Policies

(1) Basis of Measurement
The Consolidated Financial Statements, as stated in the accounting policies below, have been prepared on an historical cost basis,
with the exception of certain current assets, financial instruments, and assets and liabilities relating to the post-employment benefit
plan, which are measured at fair value,

(2) Basis of Consolidation .
The Consolidated Financial Statements of the Company include the accounts of all domestic and foreign subsidiaries under the
control of the Company either through direct or indirect ownership of a mejority voting interest or by other means, Intercompany
transactions end eccounts between the Companies are eliminated. To align the reporting periods of subsidiaries that have 2
financial year end that is different from the financial year end of the Company (March 31) due to unavoideble reasons such as
compliance with the locat legal system of the country in which they operate, subsidiaries prepare additional financial statements
as of the financial year end date of the Company and similar such adjustments

(3) Business Combinations
The Companies use the acquisition method of accounting for all business combinations. The acquisition cost is the aggregate of
the consideration transferred measured at acquisition date fair value, plus any previously held equity interest in the acquiree
remeasured at its acquisition date fair value and any non-controlling interest in the acquiree. The amount of any non-controlling
' interest is measured as elected for each business combination either at fair value or at the proportionate interest in the identifiable
net assets of the acquiree. .

Any difference between the fair value and the carrying amount of the equity interest in the acquiree.previously held at the
time control is obtained is recognised in profit or loss. Further, any other comprehensive income that had been previously
tecognised in connection with the equity interest in the acquires is treated in the same way as a disposal of the equity interest.
Acquisition costs incurred are recognised in profit or loss.

The Companies perform any necessary classification and designation of identifiable assets acquired and liabilities assumed
based, in principle, on the contractus! terms, economic conditions, business or accounting policies, and other appropriate
conditions that exist on the acquisition date. _

(4) Investments in Associates and Joint Ventures .
Associates refer to investees over which the Companies have the ability to exercise significant influence through such factors as
the ownership of 20% to 50% of the voting interest in the entity and other factors.
A joint venture is a joint arrangement whereby the Companies, as the parties that have joint contro! of the arrangement, have
rights to the net essets of the arangement. Joint control is the contractually agreed shering of control of an arrangement, which
exists only when decisions about the relevant activities require the unanimous consent of the parties sharing control. '

The Companies account for investments in associates and joint ventures under the equity method. Under the equity method,
investments in associates and joint ventures are normally recorded at cost, adjusted for the Companies’ share of the change in the
net assets of these associates and joint ventures since the acquisition date. Any dividends received from these associates and joint
ventures are subtracted from the carrying amount of investrments in associates and joint ventures.

The Companies’ share of the profit or lossxof the associates and joint ventures is included as “Share of profits of associates
and joint ventures” in the Consolidated Statement of Comprehensive Income. The Companies’ share of any change in other
comprehensive income recognised by the associates and joint ventures is recognised in other comprehensive income. Any
unrealised profit arising from the transactions between the Companies and the associates and joint ventures is eliminated against
the Companies’ interest in associates and joint ventures. Certain adjustments are made to achieve unification of the accounting
policies of the associates and joint ventures with those of the Companies.

11



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

To align the reporting periods of associates and joint ventures accounted for under the equity method that have a financial
year end that is different from the financial year end of the Company (March 31) due to unavoidable reasons such as the
relationship with other shareholders, the associates and joint ventures prepare additional financial statements as of the financial
year end date of the Company and similar such adjustments.

If it is determined, after the initial application of the equity method to investrnents in associates and joint ventures, that there
is objective evidence of impairment based on all available information, the castying amount of investments in associates and joint
ventures is reduced to their recoverable amounts and the difference is recognised in profit or loss as an impairment loss.

The Companies determine, at each reporting date, whether there is an indication that the recognised impairment loss may no
longer exist or may have been reduced. If there is such an indication, the Companies estimate the recoverable amount of
investments in associates and joint ventures. If the estimated recoverable amount exceeds the carrying amount of the investment,
a reversal of impairment losses is recognised in profit or loss to the extent of the increase in the recoverable amount of the
investment since the recognition of impairment losses, and is recognised only up to the amount of impairment losses that have
been recognised in the past.

If the Companies lose significant influence or joint control over any essociates and joint veatures, such investments in
associates and joint ventures are measured at fair value. Specifically, the difference between; the fair value of any residual interests
plus the proceeds from the partial disposal of interests in assaciates or joint ventures, and the crrying amount of the investment
at the date on which control was lost, is recognised in profit or loss. Any other comprehensive income previously recognised under
the equity method is accounted for in the same manner as a disposal of assets or liabilities related to the other comprehensive
income of the associates and joint ventures.

(5) Foreign Currency Translation
The Consolidated Financial Statements of the Companies are presented in Japanese yen, the functional currency of the Company.
Each entity in the consolidated group determines its functional currency in consideration of, among other factors, the economic
environment in which it operates, and it measures the items in its financial statements using its own functional currency.

Assets and liabilities included in the financial statements of foreign operations are translated into Japanese yen at the reporting
date rates. Income and expenses are translated at the average rates prevailing for the reporting period. The resulting translation
adjustments are recognised in other comprehensive income and the cumulative translation adjustments are recognised in other
components of equity.

On disposal of a subsidiary that results in loss of control, all cumulative translation adjustments related to the foreign
operation that have been recognised in other components of equity are reclassified to profit or loss. In a partial disposal of a
subsidiary that does not result in loss of control, the corresponding share of the cumulative translation adjustment that bas been
recognised in other components of equity is reclassified to non-controlling interest rather than profit or loss.

On disposal of an associate or joint venture that results in loss of significant influence or loss of joint control, the full amount
of the cumulative translation adjustment that has been recognised in other components of equity is reclassified to profit or loss. In
a partial disposal of an associate or joint venture that does not result in loss of significant influence or loss of joint control, the
corresponding proportionate share of the cumulative translation adjustment that has been recognised in other components of equity
is reclassified to profit or loss.

(6) Cash and Cash Equivalents

The Companies include deposits in banks and certificates of deposit with e rernaining maturity of 3 months or less at the acquisition
date in cash equivalents.
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

(7) Financial Instruments

(i) Financial assets

Initial recognition nid measurement

Financial assets to which IFRS 9 Financial Instruments (“IFRS 9) applies are classified as follows: debt instrument financial
assets are classified as either financial assets measured at amortised cost or financial assets measured at faic value through profit
or loss (“Financial assets measured at FVTPL"), and equity financial assets are classified as either Financial assets measured at
FVTPL or financial assets measured at fair value through other comprehensive income (“Financial assets measured at FVTQCI").’
The Companies determine such classifications at initial recognition of the financial assets.

Financial assets measured at FVTPL are measured at fair value at initial recognition and financial assets other than Financial
assets measured at FVTPL are measured at fair value plus transaction costs at initial recognition.

For purchases or sales of financial assets under contracts with terms requiring delivery of the asset within the time frame
established generally by regulation or convention in the marketplace concerned (regular way purchase or sale), the purchase or
sale is recognised on the trade date on which the Companies become a party to the contract for the finencial asset.

Financial assets of the Companies include cash and cash equivalents, debt instrument financial assets including notes, trade
accounts and loans receivable, equity financial assets, and derivative financial assets.

Subsequent measurement
After initial recognition, financial agsets are measured according to their cetegory as follows:

Financia) assets measored at amortised cost
A debt instrurnent financial asset is measured at amortised cost if both of the following conditions are met:
* The asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows; and
+ 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.

After initial recognition, a debt instrument financial asset for which these conditions are satisfied is measured at amortised
cost calculated using the effective interest method less any impairment losses. Amortisation using the effective interest method
is recognised as part of finance income in the Consolidated Statement of Comprehensive Income.

The Companies may, at initial recognition, make an irrevocable election to designate a financial asset that meets the
conditions for classification as measured at amortised cost mentioned above as Financial assets measured at FVTPL, if doing so
eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Financial assets measured at FVTPL .

The Companies classify the following financial assets as Financial assets measured at FVTPL: (i) equity financial assets not
designated as Financial assets measured at FVTOCI at initial recognition and {ii) debt instrument financial assets that cither do
not meet the conditions for classification as measured at amortised cost or those that meet these conditions but are designated as
Financial assets measured at FVTPL under an election made by the Companies at initial recognition.

After initial recognition, changes in the fair values of financial assets classified as Financial assets measured at FVTPL,

together with the related dividend and interest income, are mainly recognised within revenue or finance income (expenses) in
the Consolidated Statement of Comprehensive Income,.
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

Financial assets measured at FVYTOCI
The Companies make an irrevocable election at initial recognition to (or not to) designate equity financial assets that are not held

for trading as Financial assets measured at FYTOCI.

After initial recognition, equity financial assets designated as Financial assets measured at FVTOCI are measured at fair
value with any change in fair value recognised in other comprehensive income. The cumulative amount of the change in fair
value recopnised in other comprehensive income is recognised in other components of equity. However, dividend income arising
from equity financial assets designated as Financial assets measured at FVTOCI is recognised as part of finance income (or
expenses) in the Conselidated Statement of Comprehensive Income.

De;-g:_' ognition
The Companies derecognise a financial asset in the following situations:
+ When the contractual rights to receive the cash flows of the financial asset are extinguished; )
* When the contractual rights to receive the cash flows of the financial asset are transferred or when the Companies retain
their contractual rights to receive the cash flows of the financial asset, but assume a contractua) obligation to pay those
cash flows to one or more of the ultimate payees without significant delay under a pass-through arrangement and
substantially all the risks and rewards of ownership are transferred to the transferee; and
* When the contractual rights to receive the cash flows of the financial asset are transferred or when the Companies retain
their contractual rights to receive the cash flows of the financial asset, but assurne a contractual obligation to pay those
cash flows to one or more of the ultimate payees without significant delay under a pass-through arrangement and
substantially all the risks and rewards of ownership of the financial asset are neither transferred nor retained, but control
over the financial asset is transferred.

Where substantially all the risks and rewards of ownership of the financial asset are neither transferred nor retained and
control over the transferred financial asset is retained, the Companies continue to recognise the financial asset to the extent of

their continuing involvement.

When Companies continue to recognise the financial asset to the extent of their continuing invoivement, any liabilities
arising in relation to such continuing involvement are recognised. The continuing involvement in the financial asset and any
liabilities arising in relation to such continuing involvement are measured on the basis of the rights and obligations hetd by the
Companies.

Impairment of financial assets measured at amortised cost

The Compenies judge that a financial asset measured at amortised cost is impaired only if there is objective evidence of
" impairment as a result of one or more events that occur after the initial recognition of the asset, and such an event or events have
an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

Objective evidence of impairment includes such events as significant financial difficuity of the issuer or obligor and a
default or delinquency in interest or principal payments.

The amount of an impairment loss is estimated based on the present value of estimated future cash flows discounted at the
fiancial asset’s original effective interest rate or observable market prices of the financial asset. However, if the retumns on the
financial asset are based on a floating interest rete, the present value of estimated future cash flows is calcutated using the effective
interest rate at each reporting date.

In addition to the impairment losses recognised in the manner described above, the Companies recognise impairment losses
on financial assets based on historical credit loss rates calculated in consideration of past experience, etc. or estimated recoverable
amounts after evaluating potential risks associated with the obligors, geographic areas, etc. pertaining to the financiat assets.
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Notes to Consolidated Financial Statements (continued)

Impairment losses are recognised in the Consolidated Statement of Financial Position by deducting them directly from the
carrying amount of the respective assets in the case of debt securities and by recognising an allowance in the case of financial
assets other than debt securities. Impairment losses arising from trade receivables are recognised as patt of selling, general and
adminjstrative expenses and those arising from other assets are recognised as part of finance income (or expcnsw) in the
Consolidated Statement of Comprehensive Income. :

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an

. event occurring after the impairment was recognised, the previously recognised impairment loss is reversed either directly or by
adjusting an allowance account. Such a reversal is recognised to the extent that it does not result in the financial asset having a
carrying amount that exceeds what the amortised cost would have been had the impairment not been recognised at the date the
impairment is reversed. The amount of reversal of impairment loss is recognised in profit or loss.

(ii) Financial liabilities

nitial rec ion and measurement
Financial liabilities to which IFRS 9 applies, are classified as follows: financial lisbilities are classified as financial liabilities
measured at amortised cost unless they are financial liabilities meagured at fair value through profit or loss (“Financial liabilities
measured at FVTPL"). The Companies determine such classifications at the initial recognition of the financial lisbilities.

Financial liabilities measured at FVTPL are measured at fair value at initial recognition and financial liabilities classified
as financial liabilities measured at amortised cost are measured at fair value less transaction costs at initial recognition.

Financial liabilities of the Companies include corporate bonds and loans peyable, notes and trade accounts payable, ‘
derivative financial liabilities, etc.

Subsequent measurement ]
After initia] recognition, financial liabilities are measured according to their classification as follows:

Financial liabilities measured at FVTPL
Financial lizbilities designated as Financial liabilities measured at FVTPL are measured at fair value.

After initial recognition, changes in the fair values of Financial liabilities measured at FVTPL together with the related
interest expense are mainlty recognised as part of finance income (or expenses) in the Consolidated Statement of Comprehensive
Income. However the amount of changes in the fair value of the financial liabilities that is attributable to changes in the credit
risk of the entity is recognised as other comprehensive income in the Consolidated Statement of Comprehensivcl Income.
Fipancial liabilities measured at amortised goét !

- Financial liabilities not classified as Financial liabilities measured at FVTPL are measured at amortised cost.

After initial recognition, financial liabilities measured at amortised cost are measured at amortised cost using the effective
interest method. Amortisation using the effective interest method i3 recognised as part of finance income {or expenses) in the
Consolidated Statement of Comprehensive Income.

Derecognition
The Companies derecognise a financial liability only when the underlying obligation specified in the contract is performed,
discharged, cancelled or expires. .

An exchange of financial liabilities with substantially different terms or a substantial modxﬁcatlon of the terms of an exxsung
financial liability is accounted for as the derecognition of the original financial liability and the recognition of & 8 new financial
liability, and the difference between the carrying amount of these liabilities is recognised as part of finance income (or expenses) .
in the Consolidated Statement of Comprehensive Income, I

Financia) gnarantee contracts

The Company and certain consolidated subsidiaries, in the normal course of their business, issue various guarantees for
obligations owed by associates and general trade parmers (“guaranteed parties™). These are issued to third parti‘es to guarantee
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Marubeni Corporation and Subsidiaries ;
Notes to Consolidated Financial Statements (continued) '

the repayment, mainly of loans which the guaranteed parties have borrowed from external parties. When & guaranteed party feils
to perform its obligations, the Company and certain consolidated subsidiaries are obligated to perform the obligations in
accordance with the relevant financial guarantee contract.

Liabilities recognised for such financial guarantee contracts are measured at initial recognition at the pment value of the
total guarantes premiums to be received by the guarantor over a future penod under the financial guarantee contract adjusted for
directly attributable transaction costs. After initial recognition, these liabilities are amortised over the financial guarantee period
on a systematic basis and the amortised amounts are recognised in profit or loss. However, if the estimated amount required to
seftle any such current guarantee obligations at the reporting date exceeds the amount initially recognised less cumulative
amortisation, the balance of any such liability is recognised at the estimated amount required to settle such current guarantee
obligations at the reporting date, and any resulting difference is recognised in profit or loss.

(itf) Offsetting of financial instruments
A financial asset and a financial liability are offset and the net amount is presented in the Consolidated Statement of Financial
Position when, and only when, the Companies currently have a legally enforceable right to set off the recognised amounts and

intend either to settle on a net basis or to realise the asset and settle the liability simultaneously. )

(iv) Fair value of financial instruments

The fair value of financial instruments at the end of each reporting period is measured based on the market price in an active
market. If the market in which a financial instrument is traded is not active or no active market exists for the financial
instrament, fair value is determined by using an appropriate valuation technique.

(8) Derivatives and Hedge Acconnting

Initial recopnition and subsequent measurement )

The Companies recognise derivatives as assets or liabilities at fair value, For derivatives designated as qualifying hedging
instruments, subsequent changes in fair value are recognised according to the objective and designation of the he‘dgc. Subsequent
changes in the fair value of derivatives not designated as qualifying hedging instruments are recognised in profit or loss.

Fair value hedges .
If the objective of holding a derivative is to hedge the exposure of changes in the fair value of the hedged item (as a fair value

hedge), changes in the fair value of the derivative are recognised in profit or logs and are offset against the changes in the fair
value of the hedged assets, liabilities, or firm commitments.

When financial instruments measured at amortised cost are designated as hedged items, after recognising the difference
between the carrying amount and the fair value of such hedged itsms in profit or loss, the adjusted financial mstmments are
amortised through profit or loss using the recalculated effective interest rate.

The Companies use fair value hedges mainly for hedging the exposure of changes in the fair value of goods or firm
commitments to purchase goods and the exposure of changes in the fair value of assets and liabilities with a fixed interest rates
arising from changes in interest rates.

Cash flow hedges
Chenges in the fair value of derivatives designated as cash flow hedges, which are held to hedge the exposure to variability in

cash flows of the hedged items, are recognised in other components of equity until changes in the fair value of the hedged item
are recognised in profit or loss. However, the ineffective portion of the changes in the fair value of such derivatives is recognised
in profit or loss. The Companies use cash flow hedges for hedging the exposure to variebility in cash flows of forecast purchases
of goods, sales of goods, etc, arising from changes in prices and exchange rates and the exposure to variabilityin interest cash
flows of a floating rate interest bearing assets and liabilities arising from changes in interest rates. '

The amounts that have been recognised in other components of equity relating to such hedging instruments are reclassified
to profit or loss when the hedged transaction affects profit or loss. However, if a hedged item is a recognised non-financial asset
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Marubeni Corporation and Subsidiaries '
Notes to Consolidated Financial Statements (continued)

or non-financial liability, the amounts that have been recognised in other components of equity relating to the hedging instrument
are reclassified as adjustments to the initial carrying amount of the non-financial asset or non-financial lisbility.’

If a forecast transaction or firm commitment is no longer expected to occur, the Companies discontinue hedge accounting.
Accordingly, any amounts that had been recognised in other components of equity while the hedge was effective are reclassified
to profit or loss when hedgs accounting is discontinued. Changes in the fair value of the derivative after hedge accounting is
discontinued are recognised in profit or loss prospectively as it is no longer a hedging instrument. However, to the extent that such
a previously hedged forecast transaction continues to be expected to occur even if hedge accounting is discontinued, amounts that
had been recognised in other components of equity before the discontinuation of hedge accountmg remain in other components
of equity until the forecast transaction occurs, .

H of a net investment in a foreign operation

Where the objective of holding a derivative and other non-derivative hedging instruments, such as loans payable, is to hedge the
fareign currency risk of 2 net investment in a foreign operation (as a hedge of & net investment in a foreign operation), changes in
the fair value of the hedging instruments attributable to changes in exchange rates are recognised in other components of equity
1o the extent that the hedge is effective. Of the changes in the fair values of derivative and other non-derivative hedging instruments
which are due to exchange rate movements, the portions related to any ineffectiveness or any parts outside the hedge effectiveness
assessmoent are recognised in profit or loss.

The cumulative amount of changes in the fair value of hedging instruments attributable to changes in exéhange rates that
have been recognised in other components of equity under a hedge of a net investment in a foreign cperation is reclassified to
profit or loss when the underlying foreign operation is disposed of. '

. (9) Tnventories 3
Inventories, which mainly consist of commodmes, merchandise, and real estate held for sale, are measured at the lower of cost
(mainly specific or moving average cost) and net realisable value. If the net realisable value is lower than cost, ‘the difference is
expensed as a write-down and the amount of the write-down is directly deducted from the carTying amount of inventories.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale.

When the cause of a write-down no longer exists, or when there is clear evidence of an increase in net realisable value due
to changes in economic conditions, reversals of such write-downs are recognised. The carrying amount after reversal is recognised
at the lower of cost or the revised net realisable value, and the amount of the reversal of write-dowas is recogmsed in profit or

- loss. :

I

Inventories held for generating profits from short-term fiuctuations in market prices are measured at fair value less costs to

sell, with fluctuations in fair value less costs to sell recognised in profit or loss in the period in which such fluctuations occur.
.-

(10) Property, Plant and Equipment . i :
Items of property, plant and equipment are recognised initially at acquisition cost including transaction costs. Acquisilion cost
ineludes borrowing costs directly atuibutable to the acquisition, construction, etc. of assets requiring a considerable time period

‘before they can be used as intended. The present value of the estimated costs for the disposal of an item of property, plant and
equipment at the end of its useful life is included in the acquisition cost of the item if the recognition criteria for provisions are
_met, and are recognised &s an expense through depreciation over the useful life of the item. :

After initial recognition, the Companies apply the cost model to items of property, plant and equipment and measure such
assets at acquisition cost less accumulated depreciation and eccumulated impairment loss. The depreciable amount of items of
property, plant and equipment is allocated over each period for the useful life of each item through depreciation, mainly on a
‘straight-line basis over the useful life of each item (buildings and structures from 2 to 60 years, machinery and equipment from 2
to 45 years), or the units of production method based on reserve estimation. Land is not depreciated. If an item of property, plant

t
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

and equipment includes one or more significant parts, each significant part is individually depreciated.

The Companies derecognise an item of property, plant and equipment when they have disposed of it or when it is no longer
expected to produce any future economic benefits through use or disposal. The difference between the net disposal proceeds of
the item and its catrying amount is recognised in profit or loss when the item is derecognised. '

The basis of depreciation of property, plant and equipment, such as residual value, useful life, and depreciation method, is
reviewed at each reporting date. When there is a change in the basis of depreciation, the depreciation charge is adjusted
prospectively as a change in an accounting estimate.

(11) Intangible Assets
Intangible assets other than soodwill
Intangible assets acquired separately are measured at initial recognition at acquisition cost. The acquisition cost of intangible
assets acquired in a busm_css combination i3 measured at the acquisition date fair value. After initial mcogniﬁoz}, the Companies
apply the cost model to intangible assets and measure such assets at acquisition cost less accumulated amortisation and
accurmulted impairment loss. Internally generated intangible assets are expensed in the period in which they are incurred, unless
they satisfy the criteria for capitalisation. :

Intangible assets are classified as either intangible assets with finite useful lives or intangible assets with indefinite useful
Lives.

The amount of intangible assets with finits useful lives subject to amortisation is allocated as an expense éver each period
for the useful life of each asset (franchises and cuswmer relationships approximately from 3 years to 45 'years, software
approximately from 2 years to 20 years) through amortisation, mainly on a straight-line basis. The basis of amortisation of these
intangible assets, such as useful life and depreciation method, is reviewed at the end of each reporting period. When there is 2
change in the basis of amortisation, the amortisation charge is adjusted prospectively s a change in accounting estimnate,

Intangible assets judged to have indefinite useful lives are not subject to amortisation, and the Companies review, at the end
of each reporting period, whether the events or circumstances supporting such a judgment continue to exist. If the judgment that
the useful life is indefinite is no longer valid, the intangible asset is reclassified from an intangible asset with an indefinite life to
an intangible asset vlivith a finite useful life, with amortisation charges adjusted prospectively as a change in an accounting estimate.

The Companies derecognise an item of intangible assets when they have disposed of it or when it is no lon:get expected to

produce any future economic benefits from its use or disposal. The difference between the net disposal proceeds of an intangible
asset arising from its derecognition and its carrying amount is recognised in profit or loss when the asset is derecognised.
Goodwill .
Goodwill is recognised as the excess of (a) the aggregate of the consideration transferred measured at acquisition date fair value,
the acquirer’s previousty held equity interest in the acquiree remeasured at acquisition date fair value, and the amount of any
non-controlling interest in the acquiree (hereinafter collectively referred to as “the aggregate amount of consideration”) over (b)
the net of the acquisition date fair values of the identifiable assets acquired and the liabilities assumed. The amount of non-
controlling interest is measured for each business combination either at acquisition date fair value or at'the acquirer's
proportionate interest in the identifiable net assets of the acquiree. If the total amount of consideration is less than the fair value
of the identifiable net assets of the acquired subsidiary, the difference is recognised in profit or loss, i

After initial recognition, goodwill is not subject to amortisation and is measured at acquisition cost less accumulated
impairment loss. For impairment testing purposes, goodwill ecquired in a business combination is, on or after the acquisition
date, allocated to cash-generating units or groups of cash-generating units that are expected to receive benefits fro:m the business
combination. )
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Marubeni Corporation and Subsidiaries !
Notes to Consolidated Financial Statements (continued)

the lessor. Lease income is recognised on a straight-line basis over the lease term unless another systematic basis is more
representative of the pattern by which the user of the asset obtains benefits from use of the asset. Initial direct costs incurred by
the lessor are included in the camrying amount of the leased asset and are recognised as expenses over the lease term as
corresponding lease income is recognised. ;

(14) Impairment of Non-financial Assets Other than Inventories
i
Impairment losses
The Companies assess, at the end of each reporting period, whether there is an indication that an asset may be impaired.
I
Property, plant and equipment, and intangible assets with finite useful lives:
If there is an indication that an asset may be impaired, the recoverable amount of the asset is estimated.

Intangible assets with indefinite useful lives and goodwill:

If there is an indication that an asset may be impaired, the recoverable amount of the asset is estimated. The Companies also
evaluate whether the carrying amount of an asset exceeds its recoverable amount on a regular basis (at least annually), irrespective
of whether there is any indication that an asset may be irapaired.

The recoverable amount of an asset is the higher of asset's or cash-generating unit’s fair value less costs of disposal and its
value in use. This determination is made for individual assets, unless an individual asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets. If the recoverable amount of an asset or cash-generating unit
is less than its carrying amount, the carrying amount is reduced to the recoverable amount and that reduction is recognised as an
impairment loss. Value in use is calculated as the present value of the estimated future cash flows discounted at a discount rate
reflecting the time value of money and the current market evaluation of the risks inherent in the asset.

Reversals of impajrment losges
The Companies assess, at the end of each reporting period, whether there is an indication that the mcogmsed impairment losses

in prior periods for an asset may no longer exist or may have decreased. If there is such an indication, the Companies estimate
the recoverable amount of the asset. If the estimated recoverable amount exceeds the carrying amount of the asset, a reversal of
impairment losses is recognised to the extent that the carrying amount afier the reversal does exceed the carrying amount (after
deducting accumulated depreciation or accumulated amortisation) that would have been determined had the impairment losses
not been recognised previously. Reversal of impairment losses is recognised in profit or loss. .

However, impairment losses recognised in respect of goodwill are not reversed under any circumstances.

(15) Non-current Assets Held for Sale and Discontinued Operations
The Companies classify e non-current asset (or disposal group) as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than through continuing use and the following conditions are met: 1
- Itis available for immediate sale in its present condition based solely on usual or customary conditions; and
+ Sale is highly probable.
|
A non-current asset or disposal group classified as held for sale is meagured at the lower of its carrying amount and fair
value less costs to sell. .

Depreciation or amortisation is discontinued for a non-current asset or disposal group for the year in which it is classified

as held for sale. i

!

(16) Provisions I
The Companies recognise a provision when (i} they have a present obligation (legal or constructive) as a result oi: a past event,
(ii) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and (iii) &
refiable estimate can be made of the amount of the obligation. When the effect of the time value of money is material, the amount
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Notes to Consolidated Financial Statements (continued)

of a provision is measured at the present value of the expenditure expected to be required to settle the obligation, discounted at
a discount rate reflecting the risks specific to the Liability. Where discounting is used, the increase in the provision due to the
passage of time is recbgm'sed as finance expenses.

For decommissioning obligations, & provision is recognised for the costs of demolition or removal of the asset, land
restoration costs and expenditures incurred as a result of the use of the asset, and is added to the acquisition cost of the asset.
Estimated costs and the discount rate applied are raviewed every year and any adjustment to the estimated arnount is accounted
for as a changs in accounting estimate. The effect of changes in estimated costs or the discount rate applied is added to or deducted
from the carrying amount of the related ssset.

(17) Post-employment Benefits )
The Company and certain of its consalidated subsidiaries have defined benefit pension plans and lump-sura severance indemnity
plans covering substantially all employees. The Companies measure the present value of defined benefit obligations and the post-
employment benefit costs based on the projected unit credit method for each plan.

The effect of the remeasurement of a net defined benefit asset or liability is recognised in other comprehensive income and
is immediately reclassified from other components of equity to retained earnings. Such remeasurement consists of actuarial gains
and losses on the defined benefit obligation and the return on plan assets (excluding the amount of interest income on plan assets).
Past service cost is recognised immediately in profit or loss.

A net defined benefit asset or liability is calculated as the present value of the defined benefit obligation less the fair value
of the plan assets and is recognised as an asset or liability in the Consolidated Statement of Finencial Position.

(18) Treasury Stock ) )
If the Companies buy back their own equity instruments (treasury stock), such treasury stock is recognised at acquisition cost
and is deducted from equity. No gain or loss is recognised in profit or loss at the time of purchase, sale, issuance or retirement of
treasury stock. The difference between the carrying amount and the sale proceeds is recognised in capital surplus.

(19) Share-based Payment )
The Company has a stock option plan for its directors (excluding outside directors) and executive officers. The fair value at the
grant date of the stock options are recognised as an expense over the period during which all the specified vesting conditions are
satisfied with a corresponding increase in equity. The fair value of the stock options is measured using the Black-Scholes model.

(20) Revenue )
Revenue is measured at the fair value of the consideration received or receivable. Such a fair value is calculated after deducting
sales discounts, volume rebates, etc. ’

The Companies are involved in various forms of transactions including proprietary transactions and agency transactions. In
agency transactions, consideration for the transaction is settled directly between the ultimate buyer and the seller, and the
Companies receive fees from the buyer, the seller or both. Proprietary transactions, agency transactions, etc. are carried out in
the following forms. :

Sale of goods '
Revenue arising from the sale of goods is recognised when all the following conditions have been satisfied:

- The significant risks and rewards of ownership of the goods have been transferred to the buyer;

+ Neither continuing managerial involvement to the degree usually associated with ownership nor effective control over
the goods sold is retained; . :

- The amount of revenue can be measured reliably; :

+ Itis probable that the economic benefits associated with the transaction will flow to the entity; and

+ The costs incurred or to be incurred in respect of the transaction can be measured reliably.
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For sale of goods, if the Companies arrange shipping or deliver a bill of lading, warehouse receipt, delivery order, etc., to
the buyer, revenue is recognised when the delivery obligations gpecified in the contract have been performed, such as when said
document is deljvered or when the inspection of goods is completed, and there are substantially no further obligations to perform,
and the receipt of goods by the customer is practically certain.

Rendering of services .

When the outcome of the rendering of services can be estimated reliably, revenue is recognised by reference to the stage of
completion of the transaction at the end of the reporting period.

The Companies judge that the outcome of the rendering of services can be estimated reliably if all the following conditions are
satisfied: .

» The amount of revenue can be measured reliably;

« Itis probable that the economic benefits associated with the transaction will flow to the entity;

* The stage of completion of the transaction can be measured reliably at the end of the reporting period; and *

+ The costs incurred for the transaction or the costs to complete the transaction can be measured reliably.

In the case of rendering of services, revenue is recognised only to the extent of the expenses recognised that are recoverable,
unless the outcome of the rendering of services can be estimated reliably. In acting es an agent, the Companies recognise
commissions when contracted services are fully rendered to the customers.

Construction contracts
When the outcome of the construction contract can be reliably estimated, the percentage of completion method is applied. Under

the percentage of completion method, contract revenue is recognised progressively over several accounting periods as work is
performed representing the proportionats éompletion of the contract. The Companies judge that the outcome of the construction
contract can be estimated reliably when all the following conditions are satisfied;
+ The total amount of contract revenue can be measured reliably;
» Itis probable that the economic benefits associated with the contract will flow to the entity;
+ Both the contract costs to complete the contract and the stage of contract completion at the end of the reporting period
can be measured reliably; and
* The contract costs attributable to the contract can be clearly identified and measured reliably so that actual contract costs
incurred can be compared with prior estimates.

When the outcome of the construction contract cennot be reliably estimated, contract revenue is recognised to the extent
recovery of contract costs incurred is probable.

When it ig probable that total contract costs will exceed total contract revenus, the excess amount is recognised immediately
as an expense.

Presentation of the total amount of revenue and the net amount of revenue
The Companies are deemed to be performing transactions as a principal when they have exposure to the significant risks and

rewards associated with the sale of goods or the rendering of services, and the total amount of transactions is presented as revenue.
The Companies are deemed to be performing transactions as an agent when they do not have exposure to the significant risks
and rewards agsociated with the sale of goods or the rendering of services, and the net amount, after deduction of amounts due
to third parties from the consideration earned on the transactions, is presented as revenue.

Interest income
Interest income is recognised when it is probable that economic benefits will flow to the Companies and the amount of revenue

can be measured reliably. Interest income is recognised using the effective interest method.

Dividend income
Dividend income is recognised when the shareholder’s right to receive the dividends is established.
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{(21) Income and Other Taxes

Current tax

Taxes payable (receivable) at the end of each reporting period are measured at an amount expected 10 be due for payment to, or
refunded from, the taxation authorities, In measuring the amount of taxes, the Companies use the statutory tax rate or statutory
effective tax rate at the end of each reporting period.

Current tex related to items recognised in other comprehensive income is recognised in other comprehensive income,
whereas current tax related to items recognised directly in equity is recognised directly in equity. The Campanies recognise the
financial statement effects of tax positions when it is more likely than not, based on technical interpretations, that the tax positions
will be sustained upon examination by the tax authorities.

Current tax assets and current tax liabilities are offset if the Companies currently have a legally enforceable right to set off
the recognised amounts of the assets and liabilities and intend either to seitle on a net basis or to realise the asset and settie the
liability simultaneousty.

Deferred tax ! : .
Deferred tax assets and liabilities are recognised by the Companies based on differences between the carrying amount of assets

and liabilities in the Consolidated Financial Staternents and their {ax basis, and are measured using the enacted tax rates and tax
laws which will be in effect when the differences are expected to reverse.

Deferred tax liabilities are recognised with respect to taxable temporary differences other than those arising in the following
cases;
+ Initial recognition of goodwill;
+ Initia} recognition of assets or liabilities arising frorn a transaction that is not a business combination and does not affect
accounting profit or taxable profit (loss) at the time of the transaction; and
+ Taxable temporary differences associated with investments in subsidiaries, and associates or interests in joint ventures
if the parent, investor or party to & joint venture is able to contro] the timing of the reversal of the temporary difference,
" and it is probable that the temporary difference will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, tax loss carryforwards, and unused tax credits
to the extent that it is probable that taxable profit will be available against which the deductible temporary difference, etc. can be
utilised, except as follows. Deferred tax assets or linbilities are not recognised where they arige from the initial recognition of
assets or liabilities as a result of transactions that are not a business combination and which do not affect accounting profit or
taxable profit (loss) at the time of the transaction. A

For deductible temporery differences associated with investments in subsidiaries and associates or interests in joint ventures,
a deferred tax asset is recognised to the extent that it is probable that the temporary difference will reverss in the foreseeable
future and it is probable that taxable profit will be aveilable against which the temporary difference can be utilised.

The Companies review, at the end of each reporting period, whether it is probable that sufficient taxable profit will be
available to realise part or all of the benefit of the deferred tax assets, and reduce the amount of deferred tax assets to the extent
that it is no longer probable that such taxable profit will be available. The Companies also review unrecognised deferred tax
assets at the end of each reporting period and recognise them to the extent that it has become probable that future taxable profit
will be available.

Deferred tax assets and deferred tax liabilities are presented as non-current assets and non-current liabilities, respectively.

Deferred tax related to items reéognised in other comprehensive income is recognised in other comprehensive income,
whereas deferred tax related to items recognised directly in equity is recognised directly in equity. Deferred tax assets and
deferred tax liabilities are offset and presented net if, and only if, the Companies currently have a legally enforceable right to set
off current tax assets and current tax liabilities and either of the following two conditions is met:
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+ The deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same taxation aixthdrity on the
same taxable entity; and '

+ The deferred tax assets and the deferred tax lizbilities relate to income taxes levied by the same taxation suthority on
different taxable entities, and those entities intend either to settle current tax lisbilities and assets on a net basis, or to
realise the assets and settie the liabilities simultaneously, in each future period.

(22) Reclassifications
. In cases where the presentation of the Consolidated Financial Statements or the Notes to Consolidated Financial Statements has
been modified, reclassifications and format changes have been made to comparative information.

(23) Early Application of Standards and Interpretations
The Companies have early applied the following standards.

Standards and interpretations Description
[FRS 9 Financial Instruments (Amended
November 2013)

Changes in qualifying criteria for hedge accounting

(24) New Standards and Interpretations not yet Adopted

Major standards and interpretations issued by the date of approval of the Consolidated Financial Statements are ag follows.

At March 31, 2018, the Company has not yet adopted the following standards and interpretations. The application of IFRS
9 Financial Instruments (Amended July 2014) and IFRS 15 Revenue from Contracts with Customers is not expected to have a
material fmpact on the Consolidated Financial Statements of the Companies. The patential impact of the application of [FRS 16
Leases is currently being evaluated and cannot be estimated at the present time. Of note, the Companies will recognise the
cumulative effects of initially apptying the following standards and interpretations at the dates of initial application.
The impact of the application of [FRS 16 Leases will primarily be on operating leases, which are not recorded on the balance
sheet of a lessee and for which only the lease fee is recognised as an expense as incurred currently, in that right-of-use assets and
lease liabilities will be recognised in the Consolidated Statement of Financial Position,

Reporting periods on or after
which the application are Reporting periods for
Standards end interpretations required adoption by the Company Description
IFRS 9 Financial Financial year ending Chang 3 in qualifyixfg criteria. for .
Instruments (Amended January 1, 2018 March 31. 2019 impairment accounting, classification and
July 2014) ’ measurement of financial assets
IFRS 15 Revenue from fan 12018 Financial year ending Accounting for and disclosure of revenue
Contracts with Customers Y b March 31, 2019 recogpition
Financial year ending . .

fan,

IFRS 16 Leases January 1, 2019 March 31, 2020 Changes in lease accounting

24



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

4. Inventories

Inventories at March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31, 2018  March 31,2017 March 31, 2018
Merchandise/finished goods ¥788,069 ¥720,591 $7,434,613
Materials/work in progress 28,076 26,333 264,868
Real estate held for sale 18,876 20,441 178,076
Total 835,021 - ¥767,365 $7,877,557

The camrying amount of inventories measured at fair value less costs to sell on a recurring basis is based mainly on a market approach

using observable inputs such as reasonable price obtained from trading partners and others, and is categorised as Level 2 in the fair value
hierarchy, were ¥255,126 million (82,406,849 thousand) and ¥174,148 million at March 31, 2018 and 2017, respectively.

During the year en&ed March 31, 2018, there were no transfers between Level | and Level 2.

Inventories recognised as expenses for the years ended March 31, 2018 and 2017 were ¥6,372,458 million (360,117,528 thousand)
and ¥6,371,215 million, respectively, Among those expenses, inventory write-down of ¥2,844 million (326,830 thousand) and ¥2,627
million were inciuded in expenses for the years ended March 31, 2018 and 2017, respectively.
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5. Property, Plant and Equipment

Changes in cost, accumulated depreciation and impairment losses of property, plant and equipment for the years ended March 31,
2018 and 2017 were as follows: '

Cost
Millions of yen
Buildings and Meachinery and
Land structures _equipment Other Total
April [, 2016 ¥146,290 ¥354,65!  ¥1,808,872 ¥35425  ¥2,345238
Additions 395 ° 12,021 76,717 34,769 123,902
Disposals (70,463) (8,629) (43,068) (169) (122,329)
Disposals of subsidiaries - (135) (115,844) - (115,979)
Currency translation edjustments (397) (1,106) (11,385) 85 (12,303)
Other 1,548 13479 14,453 (30,402) (922)
March 31, 2017 » ¥77,373 ¥370281  ¥1,729,745 ¥39,708  ¥2217,107
Additions 837 7,549 76,437 43,559 128,382
Disposals (2,383) (28,622) (39,992) - (10,997)
Disposals of subsidiaries . (965) (1,501) (33,203) = (35,669)
Currency translation adjustments {906) (9,660) (77,631) (1,128) (89,325)
Other : 1,704 17,566 © 18250 (53,778) (16,258)
March 31, 2018 #75,660 ¥355,613 %¥1,673,606 | ¥28,361 ¥2,133,240
Thousands of U.S. dollars
Buildings and  Machinery and )
Land structures equipment Qther Total
March 31, 2017 $729,934 $3,493.217 $16,318,349 $374,604 $20,916,104
Additions . 7,896 71,217 721,104 410,934 1,211,151
Disposals (22,481) (270,019) (377,283) - 7 (669,783)
Disposals of subsidiaries (9,104) (14,160) (313,236) - (336,500)
Currency translation adjustments (8,547) (91,132) (732,368) (10,642) (842,689)
Other 16,076 165,717 172,169 (507,339) _(153,377)
March 31, 2018 . $713,774  $3354.840  $15788735  ° $267,557  $20,124,906
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Accumulated depreciation and impairment losses

Millions of yen

Buildings and Machinery and
Land structures equipment Other Total
April [, 2016 ¥(5,632) ¥(166,208) ¥971,954) & ¥1,143,799)
Depreciation - {16437 (80,165) = (96,602)
Impairment losses (308) (1,709) (53,616) (3) (55,636)
Disposals 1,667 4,029 17,732 - 23,428
Disposals of subsidiaries - 48 11,147 - 11,195
Currency translation adjustments ) 156 825 ’ - 979
Other (84) 30 11,769 - 11,715
Masch 31, 2017 ¥4359)  ¥(180,091)  %(1.064,262) ¥ ¥1,248715)
Depreciation - (14,253) (90,702) - (104,955)
Impeirment losses (1,209) (344) (573) - (2,126)
Disposals 841 26,421 32,198 - 59,460 -
Disposals of subsidiaries 256 558 11,057 - 11,871
Currency transtation adjustments 40 3,135 48,965 - 52,140
Other 122 1,085 3,367 (10) 4,564
March 31, 2018 ¥(4,309) ¥(163,489)  ¥(1,059,950) ¥13)  ¥(1,227,761)
Thousands of U.S. dollars
Buildings and Machinery and )
Land structures equipment Other Total
March 31,2017 $(4L123)  $(1.698972)  $(10,040,207) $(28)  $(11,780,330)
Depreciation - (134,463) (855,679) - (990,142)
Impairment losses (11,406) (3,245) (5,406) - (20,057)
Disposals 7,934 249,255 303,754 - . 560,943
Disposals of subsidiaries 2,415 5,264 104,312 - 111,991
Currency translation adjustments 377 29,576 461,934 - 491,887
Other 1,152 10,236 31,764 (95) 43,057
March 31,2018 $(40,651)  $(1,542,349)  $(9,999,518) $(123)  $(11,582,651)
Carrying amount
Millions of yen
Buildings and Machinery and
Land structures equipment Other Total
March 31, 2017 ¥73,014 ¥190,190 ¥665,483 ¥39,705 ¥568,392
March 31, 2618 ¥71,351 ¥192,124 ¥613,656 ¥28,348 ¥905,479
Thousands of U.S. dollars
Buildings and Machinery and
Land structures cquipment Other Total
March 31, 2018 $673,123 $1,812,491 §5,789,207 $267,434 $8,542,255

Changes in the cost classified as “Other” included transfers from construction in progress to other property, plant and equipment.

Depreciation of property, plant and equipment is included in “Cost of goods sold” and “Selling, general and administrative
expenses” in the Consolidated Statement of Comprehensive Income.
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For the years ended March 31, 2018 and 2017, the Company and certain of its consolidated subsidiaries recognised impairment
losses on facilities, real estate and industrial plants of ¥2,126 million ($20,057 thousand) and ¥55,636 million, respectively, based
on the related recoverable amounts due to decreases in estimated future cash flows and other factors.

In terms of operating segments, the major impairment losses of ¥50,783 million were included in the Energy & Metals segment
for the year ended March 31, 2017.

Impairment losses are included )in “Impairment losses” in the Consolidated Statement of Comprehensive Income.

Significant impairment losses recognised for the year ended March 31, 2017 included ¥47,495 million as a result of downward
revisions in estimated future cash flows due to such factors as the decrease in reserves for oil and gas assets in the U.S. Gulf of
Mexico. These impairment losses were reported under the Energy & Metals segment. The amount of the impairment losses was
calculated using the recoverable amounts measured at value in use based on discounted future cash flows, and the total amount of
the recoverable amounts was ¥67,619 million. The discount rate used in the value in use calculations was 8.0% and reflected current
market assessments of the time value of money and risks specific to the assets. Discounted future cash flows used in value in use
calculations were calculated by referring to prices such as long-term prices published by external organisations such as brokers.
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6. Intangible Assets

Changes in cost, accumulated amortisation and impairment losses of intangjble assets for the years ended March 31, 2018 and 2017
were as follows:

Cost
Millions of yen
Licenses and
operating rights ~ Franchises
in natural and customer .
resources relationships Software Goodwill Other Total
April 1, 2016 ¥61,152 ¥203,592 ¥31,692 ¥198,254 ¥12,684 ¥507,374
Acquisitions arising from
business combinations - 2,297 239 2,824 9 5,369
Additions - 120 10,252 - 148 10,520
Disposals - - (2,140) - (484) (2,624)
Currency translation
adjustments (383) (1,868) (215) (1,752) (373) (4.591)
Other - (24,874) 884 (8,461) {1.476) (33,927)
March 31, 2017 ¥60,769 ¥179,267 40,712 ¥190,865 ¥10,508 482,121
Acquisitions arising from _ _
business combinations 18,635 38 13,675 sm
Additions - 1,665 9,364 - 201 11,230
Disposals - (43) (3,470) - @ (3,515)
Currency translation .
mjum’: cots (4,646) (7,469) @) (8,021) 219) (20,357)
Other = _(2,357) 398 (7,497) '(1,870) (11,326)
March 31, 2018 - ¥56,123 ¥189,698 ¥47,040 ¥189,022 ¥8,618 ¥490,501
Thousands of U.S. dollars
Licenses and
operating rights ~ Franchises
in natural and customer
resources relationships Software Goodwill Other . Total
March 31, 2017 $573,293 $1,691,198 $384,075 $1,800,613 $99,132 $4,548 311
Acquisitions arising from _ -
business combinations 175802 359 129,009 305,170
Additions - 15,707 88,340 - 1,896 105,943
Disposals ' - (405) (32,736) = (19) (33,160)
Currency translation
adjustments (43,831) (70,462) 19) (75,670) (2,065) (192,047)
Other - (22,236) 3,755 (70,726) (17,642) (106,849)
March 31, 2018 §529,462 $1,789,604 $443,774 $1,783,226 $81,302 $4,627,368
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Accumulated amortisation and impairment losses

Mitlions of yen
Licenses and
operating rights ~ Franchises
in natural and customer
. resources relationships Software Goodwill QOther Total
April 1,2016 ¥57,114) ¥(38,072) ¥17,347) ¥(55,276) ¥(4,292) ¥172,101)
Amortisation expenses (212) (9,230) (4,423) - (656) (14,521}
Impairment losses (3,596) (15) {an (8,617) (716) (12,955)
Disposals - - 1,908 - 476 2,384
Currency translation
. adjustments 376 37. 172 {28) 16 573
Other - 2,417 (393) (286) 2,095 3,833
Mearch 31, 2017 ¥(60,546) #(44,863) ¥(20,094) #(64,207) ¥3,077) ¥(192,787)
, Amortisation expenses - (9,083) (5:480) - 1) T
Impairment losses (220) (535) 3) (1,872) - (2,630)
Disposals - 19 3,065 - 2 3,086
Currency translation
adjustments 4,643 2,007 9 3,342 32 10,033
Other — (75) (222) 120 631 454
March 31,2018 ¥(56,123) ¥52,530) ¥22.7125) 62,617y ¥(2,913) ¥196,918)
Thousands of U.S. dollars
Licenses and
operating rights  Franchises
innetural and customer _
resources relationships Software Goodwill Other Total
March 31, 2017 5(571,189) $(423,236) $(189,566) $(605,726) $(29,028)  $(1,818,745)
Amortisation expenses - (85,689) (51,698) - - 4,821) (142,208)
Impairment losses 2,076) (5,047) 28 (17,660) - (24,811)
Disposals - 179 28,915 - 19 29,113
Currency trans|ation
adjustments 43,803 18,934 85 31,528 301 94,651
Other = (707) (2,095) 1,132 5,953 4,283
March 31,2018 $(528,462) $(495,566) $(214,387) $(590,726) $(27,576)  S(1,8571,717)
Carryixig amount
Millions of yen
Licenses and
operating rights  Franchises
in natural and customer
TESOUrces relationships Software Goodwill Qther Total
March 31, 2017 ¥223 ¥134,404 ¥20,618 ¥126,658 ¥7431 ¥289,334
March 31, 2018 ¥ ¥137,168 ¥24,315 ¥126,405 ¥5,695 ¥293,583
Thousands of U.S. dollars
Licenses and
operating rights  Franchises
in natural and customer
resources relationships Software Goodwill Other Total
Merch 31, 2018 ¥ $1,294,038 $229,387 $1,192,500 $53,726 52,769,651
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Changes in the cost of “Franchises and customer relationships” for the year ended March 31,2017 classified as “Other” included
a decrease of ¥22,218 million as 2 result of disposals of subsidiaries. Changes in the cost of “Goodwill” for the year ended March
31, 2017 classified as “Other” included a decrease of ¥12,547 million as a result of disposals of subsidiaries.

Of the intangible assets stated above, the carrying amounts of intangible assets with indefinite useful lives at March 31, 2018
and 2017 were ¥51,718 million (3487,906 thousand) and ¥48,237 million, respectively. Major intangible assets with indefinite useful
lives were trademarks, which were included in “Franchises and customer relationships”. As the trademarks with indefinite business
terms will basically exist as long as the Company continues to exist, i\t has been determined that there is no foreseeable limit to the
period of inflow of future economic benefits and thus they are classified as intangible assets with indefinite useful tives. The carrying
amounts of intangible assets with indefinite useful lives at March 31, 2018 and 2017 included trademarks recognised as a resuit of
the acquisition of Gavilon in the amounts of ¥39,840 million ($375,849 thousand) and ¥42,071 million, respectively.

Of the intangible assets stated above, intangible assets with finite useful lives are amortised by the straight-line basis based over
their expected useful lives. However, exploration and evaluation assets are not amortised until the technical feasibility and
commercial viability of the mine have been demonstrated. When the technical feasibility and commercial viability are demonstrated,
an exploration and evaluation asset is reclassified to property, plant and equipment, and amortised using the units-of-production
method based on the estimation of proved réserves. Major intangible assets with finite useful lives at Maxéh 31, 2018 and 2017,
which were included in “Franchises and customer relationships”, and their catrying amounts were as follows: customer relationship
assets related to the treding and distribution business of graing and fertilizers were ¥23,086 miilion ($217,792 thousand) and ¥26,758
million, and franchises and custorner relationship assets related to the mobile phone sales distribution business were ¥25,753 million
(8242,953 thousand) and ¥27,554 million, respectively. The assets are amortised over 4-25 years on a straight-line basis.

Amortisation of intangible assets is inctuded in “Cost of goods sold” and “Selling, generat and administrative expenses” in the
Consolidated Staterment of Comprehensive Income.

For the years ended March 31, 2018 and 2017, the Company and certain of its consolidated subsidiaries recognised impairment
losses on intangible assets of ¥2,630 million ($24,811 thousand) and ¥12,955 million, respectively, based on the relevant recoverable
amounts due to decreases in estimated future cash flows and other factors. '

Impairment losses are included in “Impairment losses” in the Consolidated Statement of Comprehensive Income.

The carrying smounts of “Goodwill” at March 31, 2018 and 2017 included goodwill for Gavilon in the amounts of ¥66,434
million ($626,736 thousand) and ¥70,155 million, respectively.

Effective from the fiscal year ended March 31, 2018, the Group conducts and monitors the busmﬁs operations of Gavilon's
grain business and Columbia Grain (which are engaged in the grain business in North America) in an integrated manner. The Group
also conducts and monitors the business operations of Gavilon's fertilizer business and Helena Agri-Enterprises (which are mgaged
in the agricultural materials business in North America) in an integrated manner.

Effective from the fiscal year ended March 31, 2018, following the reorganisation of the reporting structure aimed at the
integrated management of the grain business as well as the fertilizer/agricultural materials businesses, Gavilon’s grain business and
Columbia Grain are treated as a single group of cash-generating units, and Gavilon's fertilizer business and Helena Agri-Enterprises
are also treated as a single group of cash-generating units.

Accordingly, effective from the fiscal year ended March 31, 2018, goodwill with respect to Gavilon was reallocated to the
reorganised groups of cash-generating units and is now tested for impeirment as part of the respective group of cash-generating units. -

The carrying amounts of “Goodwill” allocated to the group of cash-generating units of the grain business (“Grain CGU Group”)
at March 31, 2018 and 2017 were ¥34,354 million ($324,094 thousand) and ¥36,278 million, respectively, and were included in
Food & Consumer Products in terms of operating segment.

The catrying amounts of “Goodwill” allocated to the group of cash-generating units of the agricultural materials business
(“Agricultural Materials CGU Group”) at March 31, 2018 ard 2017 were ¥32,080 million ($302,642 thousand) and ¥33,877 million,
respectively, and were included in Chemical & Forest Products in terms of operating segment.

The recoverable amounts used in impairment testing of goodwill of the Grain CGU Group and the Agricultural Materials CQU
Group were calculated based on value in use which was measured by discounting the estimated future cash flows based on the
revised business plan approved by the management.

The business plan represents the management’s estimate of a range of economic conditions including such significant
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assumptions as quantity, price and margin with respect to each group of cash-generating units, based on past experience, which was
also consistent with external evidence. The business plan in the Grain CGU Group and the Agricultural Materials CGU Group uses
the most recent 10-year forecasts in order to average market conditions. For the period beyond 10 years, the Compeny calculated the
terminal value based on a steady growth rate of 2%. The growth rate was determined by considering such factors as the market to
which each CGU Group belongs and the tong-term average growth rete in the U.S.A.

The discount rate used in the value in use calculations at March 31, 2018 and 2017 was 8.5% and 8.1%, respectively, which
reflects current market assessments of the time value of money and risks specific to the assets.
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7. Provisions

Changes in provisions for the year ended March 31, 2018 were as follows:

Millions of yen Thousands of U.S. dollars
Decommissioning Other Decommissioning Other
Obligations Provisions Total Obligations Provisions Total
Balance st beginning of year ¥73,984 ¥14,180 ¥88,164 $697,962 $133,774 $831,736
Increase for the year 4,210 15,188 19,398 39,717 143,283 183,000
Decrease for the year (5,143) (2,961) (8,104) (48,519) (27;934) (76,453)
Interest expense 677 22 699 6,387 207 6,594
Other (3,727 (356) (4,083) ~_(35,160) (359 (38,519)
Balance at end of year #70,001 ¥26,073 ¥96,074 $660,387 $245.971 $906,358

“Other” includes changes due to foreign currency fluctuations.

Decommissioning obligatidns mainly relate to the costs of dismantlement and removal of development facilities for natural
resources owned by consolidated subsidiaries engaged in oil and gas producing éctivities. Generally, costs relating to the
dismantlement and removal of facilities are expected to be paid after 10 years or more after the initial recognition of said

decornmissioning obligations.

(Other provisions include provisions for litigation and provisions for onerous contracts,
Decommissioning obligations and other provisions are included in “Other current liabilities” and “Other non-current liabilities”
in the Consolidated Staternent of Financial Position.
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8. Leases

Lessor
The Company and certain of its consolidated subsidiaries lease machinery and equipment, etc. under finance leases.

Gross investment in the lease and present value of the total of future minimum lease payments receivable under finance leases
at March 31, 2018 and 2017 were as follows: . .
Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31, 2018
Present value of Present value of Present value of
Gross minimum lease Gross minimum lease Gross minimum lease
investment in payments investment in payments investment in payments
the lease receivable the lease receivable the lease receivable
Not later than one year 3,160 ¥2,925 ¥7297 ¥6,811 . %2931 $27,594
Later than one year and not
later than five A 18,723 | 16,568 20,284 17,641 176,632 156,302
Later than five years 59 2 1,954 1,575 557 19
Total . ¥21,942 ¥19,495 ¥29,535 ¥26,027 $207,000 $183,915
Less: Unearned finance income 2,446 3,505 23,075
Net investment in the lease ¥19,496 ¥26,030 $183,925
& = ————
Less: Present value of :
unguaranteed resicual value . 1 3 10
Present value of minimum leass .
payments receivable ¥19,495 ¥26,027 $183,915

The Company and certain of its consolidated subsidiaries also lease machinery and equipment, etc. under operating leases.

The total of future minimum lease payments receivable under non-cancellable operating leases at March 31, 2018 and 2017
were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Not later than one year ¥26,117 ¥27,127 $246,387
Later than one year and not later than 65,117 74782 614311
five years
Later than five years 16,082 25,377 151,717
Total ¥107,316 ¥127,286 $1,012,415
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Lessee :

The Company and certain of its consolidated subsidiaries lease machinery and equipment, etc. under finance leases. At March 31,
2018 and 2017, the net carrying amounts moainly included in “Property, plant and equipmen " in the Consolidated Statement of
Financial Position, were ¥24,279 million ($229,047 thousand) and ¥27,109 million, respectively.

The total of future minimum lease payments and the present value under finance leases at March 31,2018 and 2017 were as

follows: .
Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Present value of Present value of Present value of
Minimum lease minimum lease Minimum Jease minimurm lease Minimum lease minirum [case
payments payments payments payments payments payments
Nat later thar ane yeac 18,506 £8,040 ¥5,370 ¥ 874 $80,245 ~  $75849
Later than one year and not
later than five years 16,668 15,901 23,709 22,827 157,245 150,009
Later than five years 1,944 1,716 1,537 1,147 18,340 16,189
Total ¥27,118 ¥25,657 ¥30,616 ¥28,848 $255,830 $242,047
Less: Financial charges 1,461 1,768 13,783
Present value of minimum lease
payments 25,657 ¥28,848 ‘ $242,047

The Company and certain of its consolidated subsidiaries also lease machinery and equipment, buildings and structures, etc.
under operating leases. Lease payments were ¥54,854 million ($517,491 thousand) and ¥51,299 million for the years ended March
31,20 18 and 2017, respectively. Payments for services of ¥5,380 million ($50,755 thousand) and ¥3,081 million, respectively, were
included in the lease payments.

The total of future minimum lease payments under non-cancelable operating leases at March 31, 2018 and 2017 were as
follows, The total of future minimum lease payments receivable at March 31, 2018 and 2017 had not been offset by the future
minimum Sublease rentals of ¥89,045 rmlhon ($840,047 thousand) and ¥99,882 million, respectively, under non-cancelable
subleases.

Milliors of yen Thousands gf U.S. dollars
. _March 31,2018 March 31, 2017 March 31, 2018
Not later than one year B 77X 77) ¥41,492 $404,453
Later than one year and not later than 82,300 89,753 h 776,415
five years
Later than five years 67,271 78,696 - 634,632
Total ) ¥192,443 ¥209,941 $1,815,500

Future payments for services of ¥10,021 million ($94,538 thousand) and ¥6,725 million at March 31, 2018 and 2017,
respectively, were included in the total of future minimum lease payments.
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9. Employee Benefits

(1) Post-employment benefits
The Company and certain of its consolidated subsidiaries have cash balance plans based on the Japanese Defined Benefit Corporate
Pension Plan Act and other defined benefit pension plans. These plans cover substantially all employees other than directors. In
addition to the pension plans, the Company and certain of its consolidated subsidiaries have lump sum retirement plans to be paid
upon retirement or severance based on the years of service and compensation level.

The Company, pursuant to the Japanese Defined Benefit Corporate Pension Plan Act and other laws. has the obligation to
make contributions to the Marubeni Corporate Pension Fund (the “Fund”), which pays out pension benefits. The Director of the
Fund has the fiduciary duty to comply with laws, the dispositions of the Minister of Health, Labour and Welfare made pursuant to
laws, the bylaws of the Fund and the decisions of the Board of Representatives, and to faithfully perform duties for the Fund
including the management and operation of the contributions. Additionally, a code of conduct has been articulated, which prohibits
the Director of the Fund from entering into asset management agreements for the purpose of benefiting a third party and from acts
that constitute conflicts of interest.

The pension plan is operated by the Fund, which is legally independent from the Company, The Board of Representatives
comprises an equal number of Representatives elected from the management side (Assigned Representatives) and Representatives
elected from the employee side (Mutually Elected Representatives), while the chair of the Board of Representatives (the
“Chairman”) is clected from the management side.

Proceedings of the Board of Representatives are decided by a majority vote of the members attending. In the case of a tied
vote, the Chairman has the power to decide the vote. However, with regard to particularly important matters, the bylaws provide
that the decision be made by 2 majority that exceeds the above.

The Representatives hold exclusive power to decide important matters including investment policy. The actual management
of the assets is conducted by investment managers on the basis of an entrustment contract, and the Representatives are prohibited
by law from giving instructions, such as instructions on specific investments.

The Company is required to make contributions to the Fund, and the contributions are reviewed regularly to the extent
allowed by law. While it is under obligation to make contributions stipulated by the Fund into the future, the Company, in addition
to these contributions, also funds a retirement benefit trust on a voluntary basis.

With regard to the lump sum retirement pian, the Company is under obligation to pay benefits directly to the beneficiaries.
Ailthough the Company is not under any legal obligation regarding the funding of this plan, fund assets exist, which have been
voluntarily contributed by the Company to the retirernent benefit trust.
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Changes in the present value of defined benefit obligation and the fair value of plan assets of the Company and certain of its
consolidated subsidiaries for the years ended March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31,2018 March 31, 2017 March 31, 2018
Balance at beginning of year of net defined benefi ¥82,759 ¥1,316 $780,744
liability
Changes in the present value of defined benefit
obligation: .

Balance at beginning of year 332,170 329,323 3,133,679
Current service cost 12,445 12,211 117,405
Past service cost 104 (1,307) 981
Interest expense 5,143 4,514 48,519
Remeasurements 2,630 9,271 24,811
Effect of changes in foreign exchange rates (3,381) (1,705) (31,896)
Employees’ contributions 256 356 2,415
Benefits paid (18,051) (19,845) (170,292)
Effects of business combinations, divestitures 2 (648) 1

and others

Balance at end of year 331318 332,170 3,125,641

Changes in the fair value of plag Lass::ts:

Balance at beginning of year - 249,411 238,007 2,352,934
Interest income 3,931 3,293 37,085
Remeasurements 10,870 14,786 102,547

" Effect of changes in foreign exchange rates 2,134) (1,287) (20,132)
Employees’ contributions 256 356 2,415
Employer’s contributions 6,334 12,568 59,755
Benefits paid (15,390) (16,759) (145,189)
Effects of business combinations, divestitures

- (1,553) -
and others

Balance at end of year 253,278 249,411 2,389,415

Balance at end of year of net defined benefit liability ¥78,040 ¥82,759 $736,226

Actuaria] assumptions used for the present value calculation of defined benefit obligations at March 31, 2018 and 2017 were
mainly as follows: :

March 31, 2018 March 31, 2017
Discount rate 0.8% 0.8%
Rates of salary increase 4.7% 5.0%

Sensitivity analyses are conducted at the year end based on reasonably estimable changes in assumptions. Although
sensitivity analyses assume that the actuarial assumptions other than those that are subject to the analyses are held constant, in
reality, it is possible for the sensitivity analyses to be impacted by other actuarial assumptions.

If, for example, the discount rate fell by 0.5%, and the other assumptions were held constant, defined benefit plan liability at
March 31, 2018 and 2017 would increase by ¥15,040 million ($141,887 thousand) and ¥15,556 million, respectively. The rate of
salary increase is not expected to change in the future.
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Fair value of plan assets by class et March 31, 2018 was as follows:

Millions of yen
With a quoted Without a quoted
market price in an market price in an
Class of plan assets active market active market . Total
Cash and cash equivalents ¥75,096 ¥ ¥75,096
Equity securities:
Japanese companies 36,568 - - 36,568
Pooled funds 1,610 35,609 37,219
Debt securities:
Bonds denominated in Japanese yen - 2,655 2,655
Bonds denominated in foreign currencies 2,713 9,129 11,842
Pooled funds ' - 67,820 67,820
Life insurance company general accounts - 16,741 16,741
Other 2,367 2,976 5,337
Total plan assets ¥118,354 ¥134,924 $253,278
Thousands of U.S. dollars
With & quoted Without a quoted
) market price in an market price in an
. Class of plan assets active market active market Totai
Cash and cash equivalents $708,453 S $708,453
Equity securities:
Japanese companies 344,981 - 344,981
Pooled funds 15,189 335,934 351,123
Debt securities: .
Bonds denominated in Japanese yen - 25,047 25,047
Bonds denominated in foreign currencies 25,594 86,123 111,717
Pooled funds - 639,811 639,811
Life insurance company general accounts - 157,934 157,934
Other 22,330 28,019 50,349
Total plan assets $1,116 547 §1,272,868 $2,389,415
Fair velue of plan assets by class at March 31, 2017 was as follows:
. Millions of yen
With a quoted Without a quoted
market price in an market price in an .
Class of plan assets active market active market Tota)
Cash and cash equivalents ¥19,346 ¥ ¥19,346
Equity securities:
Japanese companies 39,788 - 39,788
Pooled funds 1,596 65,384 66,980
Debt securities:
Bonds denominated in Japanese yen - 8,369 8,369
Bonds denominated in foreign currencies 2,505 7,118 9,623
Pooled funds - 82,909 82,909
Life insurance company general accounts - 16,368 16,368
Other 2,318 3,710 6,028
Total plan assets ¥65,553 ¥183,858 ¥249,411
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In making investment decisions, the main objective is to secure the necessary return over the long term to cover pension and
retirement benefit payments, The primary investment policy is to analyse the risk/return characteristics by asset class and to invest
in a diversified portfolio taking into consideration the correlation among asset classes.

The Company sets an asset mix policy with investments in equity securities, debt securities and other assets. Based on this
policy, the Company selects multiple investment managers who execute the strategy. When selecting an investment manager, the
Company gives consideration to management philosophy and coxitent, investment menagement policy and investment style,
investment control systems including information collection mechanisms and decision-making processes, compliance gystems,
investment experience and the track record of the investment manager as well as the professionals in charge of managing pension
assets. .

Plan assets are invested 30%, 60% and 10% in equity securities, debt securities and other, respectively, at March 31, 2018.

The investments in each asset class executed by investment managers are outlined as follows:

Equity securities are selected mainlf/ from stocks that are listed on securities exchanges. Prior to investing, the Company
investigates the business conditions of the investee companies and appropriately diversifies investments in consideration of the
type of industry, investees and other relevant factors. Debt securities are selected mainly from govemment bonds, public debt
instruments and corporate bonds. Prior to investing, the Company investigates the quality of the issuing conditions, including
igsuers, rating, interest rate and repayment dates, and appropriately diversifies the investments. Pooled funds are selected usmg
strategies comsistent with the equity and debt securities described above. For investments in life insurance company general
accounts, contracts with insurance companies include a guaranteed interest rate and a return of capital. With respect to foreign
investments vehicles, the Company investigates the stability of the underlying governments and economies, the market
characteristics, such as settlement systems, end the taxation systems. For each such investment, the Company selects the
appropriate investment country and currency.

The performance of certain plan assets by the cash balance plan is matched with the related pension benefits to & certain
extent.

Funding of the Marubeni Corporate Pension Fund is conducted by taking into account (migus factors including limits on
deductible expenses under the tax rules, the funding status of plan assets and actuarial calculations. Contributions to plan essets
are intended to cover benefits for services to be rendered by employees in the future as well as services already rendered.

In accordance with the Japanese Defined Benefit Corporate Pension Plan Act, the bylaws of the Marubeni Corporate Pension
Fund provide for the re-calculation of the contribution amount at five-year intervals with the year end as the base date for the
purpose of maintaining balanced finances into the future.

The re-calculation process reviews the basic rates relating to the contribution (the guaranteed rate of retumn, expected rate of
mortality, expected withdrawal rate, expected salary increase, expected new enrollment rate, etc.) and verifies the adequacy of the
contribution amount. l

Additionally, the Company, in order to ensure sufficient funding of the pension plan, may also contribute marketable equity
securities and cash to the retirement benefit trust in the amount of the unfunded portion of defined benefit obligstion.

The amount of contributions cxpected to be paid to plap assets for the year ending March 31, 2019 is approximately ¥9,200
million (386,792 thousand).

The weighted average durations of defined benefit obligations at March 31, 2018 and 2017 were 14.4 years and 4.6 years,
respectively.

(2) Employee benefit cost
The aggregate amounts of employee benefit cost included under “Selling, general and administrative expenses” in the
Consolidated Staternent of Comprehensive Income for the years ended March 31, 2018 and 2017 were ¥303,328 million
(32,861,585 thousand) and ¥283,349 million, respectively.
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Other-pet

“Other-net” in the Consolidated Statement of Comprehensive Income was the net amount of other income of ¥26,497 milljon |
($249,972 thousand) and other expenses of %61,560 million ($580,755 thousand) for the year ended March 31, 2018, and the net
amount of other income of ¥73,600 million and other expenses of ¥27,666 million for the year ended March 31, 2017.

“Other-net” was mainly comprised of the following.

For the year ended March 31, 2018

'Net exchange differences recognised in profit or loss classified as “Other-net” in the Consolidated Statemnent of Comprehensive

Income were net gains of ¥4,824 million (345,509 thousand).
Also, the Compenies recognised losses incurred from infrastructure projects overseas.

For the year ended March 31, 2017
Net exchange differences recognised in profit or loss classified as “Other-net” in the Consolidated Statement of Comprehensive
Income were net gains of ¥13,496 million. These net exchange differences (net gains) were mainly offset by profits or losses on
derivatives held for hedging purposes.

Also, the Company recognised a gain on transfer in the amount of ¥22,387 million associated with the sale of solar power
generating business in Oita Prefecture. '
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11. Income Taxes

The Compeny files a consolidated incoms tex return in Japan.

Total income taxes recognised for the years ended March 3[, 2018 and 2017 were attributable to the following:

Millions of yen Thousands of U.S. dollars
2018 2017 2018
Current tax g ¥(24,109) ¥53,615) $(227,444)
Deferred tax {14,320) 9,130 (135,094)
Total . ¥(38,429) ¥(44,485) $(362,538)

The Company is mainly subject to income tax, inhabitants tax and enterprise tax, which is recognised as a deductible expense,
and the applicable income tax rate calculated on the basis of these taxes for the years ended March 31, 2018 and 2017 was
approximately 31.0%. However, the incoms tax rates of foreign subsidiaries are calculated on the basis of general local tax rates.

The U.S. President signed the “Tax Cuts and Jobs Act” into law on December 22, 2017 (U.S. Eastern Stendard Time) that
regulted in, among others, the reduction of the federal corporate income tax rate from 35.0% to 21.0%. Accordingly, the Company
hes changed the statutory effective tax rate applied in calculating deferred tax assets and liabilities of its U.S. consolidated
subsidiaries associated with temporery differences, etc., that are expected to reverse on or after January 1, 2018. This change in the
tax rate, etc., resulted in a decrease in income taxes (profit) by ¥2,842 million (326,811 thousand) for the year ended Merch 31,

2018.

A reconciliation of the applicable tax rates to the effective tax rates expressed as a percentage of profit before tax for the years

ended March 31, 2018 and 2017 were as follows:

2018 2017
Applicable tax rate 31.0% 3t.0%
'l::r:g:: on income and expenses not taxable and deductible for tax 3.3)% (1.6)%
Difference in tax rate of foreign subsidiaries (0.3)% 21%
Tax effect an share of prot"@ oF associetes and joint ventres and 12.0)% ; - (174%
retained camnings of subsidiaries
Reassessment of the recoverability of deferred tax assets 4.1% 26 %
Other 4.4% 5.5%
Effective tax rate 15.1 % 222%
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Changes in deferred tax assets and deferred tax Liabilities for the years ended March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars
2018 2017 2018
Balance at beginning of year (Deferred tax assets-net) ¥17,414) ¥6,504) $(164,283)
Deferred tax income or expense recognised in profit (14320) 9,130 (135,094)
or loss
Deferred tax fncome or expense recognised in other 4174) (22,578) a33,717)
comprehensive incoms .
Changes in acquisitions and divestitures (4,803) 2,538 (45,312)
Balance at end of year (Deferred tax assets-net) ¥(50,711) ¥17,414) . $(478,406)

Significant components of deferred tax assets and deferred tax liabilities at March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31, 2018 March 31, 2017 March 31,2018

Deferred tax assets:

Allowance for doubtful accounts ¥2,660 ¥2,950 $25,094

Inventories 684 718 6,453
. Property, plant and equipment and investment 12257 18.926 116,632

property

Employees’ retirement benefits . 24,429 . 27,563 T 230,462

Unrealised profit on intercompany transactions 2,624 936 24,755

Net operating loss carryforwards 106,218 150,825 1,002,057

Other 32,642 42,055 307,943

Total deferred tax assets ¥181,514 ¥243,973 $1,712,396

Deferred tax Liabilities:

Property, plant and equipment and investment ¥81,546 ¥114,836 $769,302

property

Investment securities and other investments 29,082 28,922 274,359

Intangible assets ' 26,276 32,329 247,887

Undistributed earnings 52,964 51,457 © 499,660

Other 42357 33,843 399,594

Total deferred tax liabilities ¥232.225 ¥261,387 $2,190,802

Deferred tax assets-net ¥(50,711) ¥17,414) $(478,406)

Deferred tax assets and deferred tax Liabilities in the Consolidated Statement of Financial Positton at March 31,2018 and 2017
were as follows:

Thousands of
Millions of yen . U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Deferred tax assets $45233 ¥88,216 $426,726
Deferred tax liabilities 95,944 105,630 905,132
Deferred tax assets-net ¥(50,711) ¥17,414) $(478,406)
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The amount of deductible temporary differences and tax loss carryforwards for which deferred tax assets were not recognised
at March 31, 2018 and 2017 were ¥759,507 million (87,165,160 thousand) and ¥733,604 million, rcsi:ectively. Within these
arnounts, tax loss carryforwards classified by expiry date at March 31, 2018 and 2017 were as follows:

Thousands of
Millions of yen U.S. dollars
Expiry date March 31, 2018 March 31, 2017 March 31, 2018
Not later than one year ' ¥5,177 ¥10,457 $58,273
Later than one year and not later than five years 36,927 40,394 348,368
Later than five years 35,539 75,139 335,274
Indefinite carryforward periods 37,483 39,641 353,613
Total ¥116,126 ¥165,631 51,095,528

Deferred tax assets of ¥64,113 million ($604,840 thousand) and ¥100,122 million were recognised at March 31, 2018 and
2017, respectively, by certain subsidiaries that have recorded losses in the years ended March 31, 2018 or 2017 in the tax jurisdiction
to which the deferred tax assets relate, and the utilisation of the deferred tax assets is dependent on future taxable profits. Each
company’s management carefully has assessed the probability that taxable profit will be available against which the unused tax
losses or deductible temporary differences may be utilised based on tax planning,

The aggregate amounts of temporary differences retating to investments in subsidiaries and associates and equity interests in
joint ventures for which deferred tax liabilities were not recognised at March 31, 2018 and 2017 were ¥840,005 million (37,924,575
thousand) and ¥776,091 million, respectively. Determination of the amounts of the related unrecognised deferred tax iabilities is
not practical.
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12. Associates and Joint Ventures

For the year ended March 31, 2018

The aggregate carrying amount of investments in essociates accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ share of comprehensnve income were $994,926 million (39,386,094 thousand)
and ¥100,344 million ($946,642 thousand), respectively. The share of comprelieﬁsive income consisted of ¥99,815 million
{$941,651 thousand) in profit for the year and ¥529 million ($4,991 thousand) in other comprehensive income.

The aggregate carrying amount of investments in joint ventures accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ share of comprehensive income were ¥769,243 million (37,257,010 thousand)
and ¥49,816 million ($469,962 thousand), respectively. The share of comprehensive income consisted of ¥48,688 million ($459,324
thousand) in profit for the year and ¥1,128 million (310,641 thousand) in other comprehensive income.

Unrecognised share of losses of associates and joint ventures accounted for under the equity method were ¥11,572 million
(8109,170 thousand) (2 ¥4,960 million (846,792 thousand) increase for the current year) and ¥2,558 rmllmn ($24,132 thousand) (2
#6,384 million (360,226 thousand) decrease for the current year), respectively.

Certain associates and joint ventures procure funds through project financing, and impose restrictions on the use of cash

deposits.

For the year ended March 31, 2017

The aggregate camrying amount of investments in associates accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ shars of comprehensive income were ¥1,001,351 million and ¥72,649 million,
respectively. The share of comprehensive income consisted of ¥71,494 million in profit for the year and ¥1,155 million in other
comprehensive income,

The aggregate carrying amount of investments in joint ventures accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ share of comprehensive i income were ¥754,601 million and ¥53,269 million,
respectively. The share of comprehensive income consisted of ¥43,231 million in proﬁt for the year and ¥10,038 million in other
comprehensive income.

Unrecognised share of losses of associates and Joun ventures accounted for under the equity method were ¥6,612 million (2
¥1,926 million decrease for the current year) and ¥8,942 million (a ¥5,258 million decrease for the current year), respectively.

Certain associates and joint ventures procure funds through project financing, and impose restrictions on the use of cash
deposits.
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13. Financial Instruments and Related Disclosures

(1) Policy for managing capital .
The fundamental policy of the Companies is to meintain an optimal mix of funding in line with the requirements of the asset
portfolio. Funding sources include indirect financial procurement firstly from banks and other financial institutions, as well as
direct procurement through the issuance of bonds, commercial paper and other means. The Companies utilise such msnagement
indicators as net D/E ratio (Note [) and rigk assets (Note 2) and strengthen the financial base to establish a strong earnings structurs
and a solid financial footing that can withstand changes in the business environment while attaining sustainable growth.

Note 1  Net D/E ratio = Net interest bearing debt / Total equity. Net interest bearing debt is calculated by subtracting cash
and cash equivalents, and time deposits from the total bonds and berrowings (current and non-current).

Note2 The Company defines risk assets as the exposure of its portfolio to the maximum possible loss that could be incurred
on a consolidated besis, measured using the Value at Risk method. The Company conducts computer simulations
on all group assets including the assets of the consolidated subsidiaries that take into account the risk attributes of
each type of exposure such as country risk, industry risk, credit rating of the customers, and scheduled due dates
of receivables, ’

At the group level, the target net D/E ratio had been set at approximately 1.3 tirnes by the end of the year ending March 31,
2019 under the three-year mid-term mansgement plan, “Giobal Challenge 2018”, which commenced April 2016. However, in the
“Revised GC2018” released on May 9, 2017, the target net D/E ratio was revised to approximately 1.0 times by the end of the
year ending March 31, 2019, based on the basic policy of further reinforcing the Group’s financial foundation and evolving its
business strategy. Management regularly monitors the net D/E mtio as a target management indicator.

The Companies are not subject to any significant capital restrictions (with the exception of general restrictions pursuant to
laws such as the Companies Act of Japan).

-(2) Policy for managing rigks
The Conipaniw conduct business activities in various countries including Japan and are, thus, subject to the effects of interest rate
risks, exchange rate risks, credit risks, commodity price risks, liquidity risks and stock price fluctuation risks described below.
The Companies evaluate these risks through monitoring on a regular basis and manage these risks under en identical risk
management policy, regardless of the application of hedge accounting, in order to hedge all or part of these risks. In principle, the
bedged iterns and the hedging instruments are based on the same underlying and have an economic relationship. Additionally, the
hedge ratio is on a one-tp-one basis 5o that the risk exposure of the hedged items is effectively reduced.

(i) Management of interest rate risks )
Since the Companies have raised certain funds at floating interest rates, they are exposed to the risk of an increase in interest
expense in the event of a hike in market interest rates. The majority of liabilities at floating rates correspond to notes, trade
accounts and loans receivable, which are positively affected by changes in interest rates. Interest insensitive assets such as
certain fixed assets and investment securities will also possibly produce an increase in dividends and other income because of
arise in market interest rates. The Companies cannot completely avoid interest rate risks, however, risk exposure is limited by
the portfolio of assets and liabilities held.

. In addition, among the liabilities used to fund interest insensitive assets, such as certsin fixed assets and investment
securities, that portion with floating rates is categorised as “unhedged” based on the Group’s asset-liability management.
Monitoring market movements in interest rates, the Group utilises interest rate swaps and takes other measures to mitigate the
risk of interest rate fluctuations.
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Interest rate sensitivity
_ The following table illustrates the impact of a 1% rise in interest rates on profit before tax of the Companies at March 31,
2018 and 2017 assuming that all other variables are held constant.

Thousands of
Millions of yen U.S. dollars
March 31,2018  March 31, 2017 March 31, 2018
Effect on profit before tax ¥(12,881) ¥(13,596) $(121,519)

(ii) Management of foreign currency risks

The Companies conduct transactions in a variety of currencies and are, thus, subject to the effects of exchange rate fluctuation
risks associated with business activities conducted in foreign currencies and with net investments in foreign operations. In order
to hedge the risks associated with business activities, i.e., the risk of changes in cash flows of foreign currency denominated
receivables, payebles, Srm commitments and forecast transactions, and the risk of changes in fair value of foreign currency
denominated receivables, payables and firm commitments; as well es the exchange rate fluctuation risk of net investroents in
foreign operations, the Companies utilise forward-exchange contracts, forsign currency denominated bonds and borrowings,
and other means to mitigate these risks associated with exchange rate fluctuations,

Foreign exchange sensitivity

The following table illustrates the impact of an appreciation of the Japanese yen by ¥1 against the US$ and AUS on profit
before tax and equity of the Companies, assuming that alt other variables are held constant at March 31, 2018 and 2017. A
depreciation of the Japanese yen by ¥1 against the US$ and AUS, assuming that all other variables are held constant, would
result in the opposite impact on profit before tax and equity of the Companies of the amounts shown in the following table.
Currencies other than the USS and AUS, there are no foreign currencies that pose a significant exchange rate fluctuation risk.

Thousands of
Millions of yen U.S. dollars
March 31,2018  March 31,2017 March 31, 2018
<U.S. dollars> )
Effect on profit before tax 1713 ¥79 . $(462)
Effect on foreign currency translation adjustments (before tax) (12,113) (5,951) (114,274)
<Australian dollars> )
Effect on profit before tax 48 8 453
Effect on foreign currency translation adjustments (before tax) @913 (1,807) (18,047)
(iii) Management of credit risks

The Companies carry out general trading business, which comprise export, import, domestic and offshore trading in a wide
veriety of fields including industrial, agriculturel and consumer products, and which also invoives all levels of activities from
planning, investment, and research and development through production, distribution and marketing. In addition, the Companies
operate in substantially all geographic areas of the world, and their customers are diversified. Accordingly, the management of
the Companies believes there is no significant concentration of credit risk among its customers or in its investments. The
Companies require collateral to the extent considered necessary.

The carrying amount of the financial assets of the Companies after impairment represent the maximum exposure to credit
risk that does not take into account collateral and other credit enhancements. :
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. (iv) Menagement of commodity price risks

The Companies are subject to the effects of fluctuation risk of oil and gas, coal, aluminum, copper, and agricultural product
prices. The Companies match buy and sell orders and use commodity derivatives including commodity futures, commodity
forward contracts, commodity swaps and commodity options to mitigate the fluctuation risks of commodity prices. Additionally,
certain commodity derivatives are entered into for trading purposes within pre-determined limits and loss limits,

Commodity price sensitivity

The fluctuation risk of commodity prices on inventories, and purchase and sales contracts at the end of year is substantially
diminished through commodity derivatives and other means. Additionally, the impact of changes in the fair value of commodity
derivatives for trading purposes is not significant.

{v) Management of liquidity risk

The Companies are subject to the effects of liquidity nisk including the dramatic declire in liquidity of held assets due to
fihancial market turmoil. The Companies maintain a sufficient level of liquidity, mainly in the form of cash and deposits, in
addition to cash flows from operating activities and the establishment of commitment lines with financial institutions.

The following table illustrates the results of a liquidity analysis conducted on the derivatives of the Companies at March
31, 2018 and 2017. Derivatives that are settled net with other contracts are represented as gross amours.

- Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Not later than  Morethan  Notlater than  More than Not later than ~ Morethan
one year one year one year one year one year one year
Revenue )
Interest rate ¥5,731 ¥19,388 ¥6,290 ¥24,426 $54,066 $182,906
Foreign currency 7,057 1,023 10,758 1,830 66,575 9,651
Commodity 92,081 6,895 66,908 15,758 868,689 65,047
Other - 1,265 - - - 11,934
Expense
Interest rate 55) (1,926) (15) (825) (519) (18,170)
Foreign cumrency (6,485) @277 (25,275) {1,097 (61,179) (21,481)
Commodity (81,797) (3,043) (57,747) (4,006) (771,670) (28,708)
Qther - (445) - [ ) - (4,198)

For the liquidity analysis of non-derivative financial liabilities, see (3) Fair value of financial instruments.

(vi) Management of stock price fluctuation risk

The Companies hold equity instruments (stocks) mainly for the purpose of strengthening relationships with business partners
and are, thus, subject to the effects of stock price fluctuations. The Companies regularly review their holding of stocks, and by
disposing of stocks that are no longer considered worthwhile holding, mitigate the risk of fluctustions in stock prices.

Sensitivity to stock price fluctuations

In terms of equity instruments (stocks) in active markets, if quoted prices drop 5% across the boerd at the year end, the
negative impact (before tax) on “Gains (losses) on financial assets measured at fair value through other comprehensive income™
of the Companies for the years ended March 31, 2018 and 2017 would be ¥8,712) miilion ($(82,189) thousand) and ¥(9,261)
willion, respectively; while the impact on profit or loss wouid be minimal. '
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(3) Fair value of financial instruments

(i) Fair value measurement methods ]
The estimated fair value of the financial instruments of the Companies has been determined using available market information
or other appropriate valuation methodologies.

The following methodologies and assumptions are used by the Companies in estimating the fair value disclosures of
financial instruments:

Cash and cash equivalents, and time deposits: Cash and cash equivalents, and time deposits are measured at amortised cost,
and their carrying amount in the Consolidated Staternent of Financial Position approximate feir value due to the relative short-
term maturitjes.

Investment securities and other investments: The fair value of investment securities in active markets is measured on the basis
of quoted prices at the year end. ]
The fair value of equity financial assets in markets that are not active and debt instrument financial assets classified as
Financial assets measured at FVTPL is measured on the basis of discounted future cash flows, third-party veluations and other
valuation methods.
The fair value of debt instrument financial assets measured at amortised cost is estimated using discounted future cash flows
' based on the market interest rates at the year end applicable 1o debt instrurnent financial assets with identical remaining periods
and similar credit ratings.

Notes, trade accounts and loans receivable, and notes and trade accounts payable: The fair value of notes, trade accounts
and loans receivable, and notes and trade accounts payable is estimated using discounted future cash flows based mainly on the
interest rates at the year end applicable to notes, trade accounts and loans receivable, and notes and trade accounts payable with
identical remaining periods and similar credit ratings. '

Bonds and borrowings: The fair value of bonds and borrowings is estimated using discounted future cash flows based on the
interest rates at the year end applicable to similar loan agreements with identical remaining periods.

Other financial assets and liabilities: Other financial assets and other financial liabilities includs derivative assets and detivative
liabilities as well as non-derivative assets and non-derivative liabilities.

The carrying amounts of derivative assets and derivative ligbilities reflected in the Consolidated Statement of Financial
Position represent fair value,

Non-derivative assets mainly consist of other receivables from customers, and have been measured at amortised cost, with

" the exception of Financial assets measured at FVTPL. ’ .

Non-derivative liabilities mainly consist of other payables to customers and payables relating to consideration for notes,
trade accounts and loans receivable that have been transferred without satisfying the criteria for derecognition of financial assets,
and have been measured at amortised cost.

The carrying amounts of non-derivative assets and non-derivative liabilities measured at amortised cost reflected in the
Consolidated Statement of Financial Pasition approximate fair velue.

Interest rate swap agreements: The fair value of interest rate swap agreements is estimated using discounted future cash flows
based or the swap rates at the year end applicable to similar interest rate swap agreements with identical remaining periods.

Forward exchange contracts: The fair value forward exchange contracts is estimated based on quoted prices at the year end.

Commodity futures and forward contracts: The fair value of commedity futures and forward contracts is estimated based on
quoted prices at the year end.
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(ii) Notes, trade accounts and Joans receivable
The carrying amounts of notes, trade accounts and loans receivable at March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31, 2018
Notes receivable ¥70,425 ¥74,228 $664,387
Trade accounts receivable 1,312,735 1,215,018 12,384,292
Loans receivable R 120,283 144,874 1,134,745
Allowance for doubtful accounts {49,392) (35,767) (465,962)
Total ¥1,454,051 ¥1,398,353 §13,717,462

Notes, trade accounts and loans receivable subsequently measured at FVTPL have béen classified as such based on the
Company’s business model and the contractual cash flow characteristics of the financial asset, while all other notes, trade
accounts and loans receivable are substantially measured at amortised cost.

Notas, trade accounts and loans receivable measured at FVTPL were ¥49,974 million (3471,453 thousand) and ¥43,482
million at March 31, 2018 and 2017, respectively.

The fair values of notes, trade accounts and loans receivable measured at amortised cost were ¥1,404,106 million
(813,246,283 thousand) and ¥1,355,261 million at March 31, 2018 and 2017, respectively.

Notes, trade accounts and loans receivable that were transferred without meeting the criteria for derecognition and therefore
continued to be recognised by the Company at March 31, 2018 and 2017 were ¥107,373 million ($1,012,953 thousand) and
¥129,871 million, respectively, and have been included in “Notes, trade accounts and loans receivable™. Correspondingly
amounts received from such transfers of ¥59,233 million ($558,802 thousand) and ¥61,378 million, respectively, have been
included in “Qther current financial liabilities™. In terms of these notes, trade accounts, and loans receivable, the Companies have
been judged to substantially retain all the risks and rewards of ownership of the transferred assets, as the Companies assume
payment obligations in the event of default by the drawer or the obligor.

" Of the amounts above, notes, trade accounts and loans receivable for which the transferee has the right to recourse to the
transferred assets only were ¥89,453 million ($843,896 thousand) and ¥90,757 million, and the carrying amount of the related
liabilities were ¥41,321 milkion ($389,821 thousand) and ¥22,285 million at March 31, 2018 and 2017, respectively. These
carrying amounts approximate their respective fair values.

Additionally, certain notes, trade accounts and loans receivable transferred continue to be recognised as assets to the extent
of continuing involvement, due to the Companies assuming partial payment obligations in the event of a default by the obligor
or due to the Companies having been determined to retain control over the said notes, trede accounts and loans receivable. At
March 31,2018 and 2017, the carrying amounts prior to transfer of the said notes, trade accounts and loans receivable were ¥$419
million (33,953 thousand) and ¥854 million, respectively, and the carrying amounts of assets continued to be recognised by the
Companies due to continuing involvement and the related liabilities in the same amounts were ¥73 million ($689 thousand) and
¥140 million, respectively.

Changes in allowance for doubtful accounts for the years ended March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31,2018
Balance at beginning of year ¥35,767 ¥39,882 . $337.425
Provision for the year 20,041 ' 4,191 189,066
Charge-offs (2,972) (13,386) (28,038)
Others L (3,849) 5,080 (32,491)
Balance at end of year : 49,392 ¥35,767 $465,962
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Notes, trade accounts and loans receivable for which impairment was recognised at March 31, 2018 and 2017 were ¥46,946
million ($442,887 thousand) and ¥34,738 million, respectively; and their corresponding allowances for doubtful accounts were
¥38,664 million ($364,755 thousand) and ¥27,711 million, respectively. The Companies have determined that the difference
between the carrying amounts of the notes, trade accounts and loans receivable and their respective allowances will be
recoversble through the collection of collateral and other means.

The Companies, as part of their accounts receivable management policy, consider financing receivables 90 days past due as
delinquent and strengthen procedures over collection. Notes, trade accounts and loans receivable that were past due but not
impaired at March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31, 2018
Not later than 90 days ' ¥49,443 . 42,761 . $466,443
Later than 90 days 20,063 20,581 189,274
Total ¥69,506 ¥63,342 $655,717

(iii) Investment securities and other investments

The carrying amounts of investment securities and other investments at March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 ' March 31,2018

Investment securities
Amortised cost . ¥ ¥10,075 50
Total ¥ ¥10,075 $0

Other investments

FVTPL ¥4,601 ¥2,832 $43,405
FVTOCI 315,091 328,901 2,972,557
Amortised cost 2,936 2,708 ) 27,698
Total ¥322,628 ¥334,441 $3,043,660

Debt in the form of other investments subsequently measured at FVTPL have been classified as such based on the

Company’s business model and the contractual cash flow characteristics of the financial asset.

Other investments measured at FVTPL mainly consisted of government and corporate bonds, etc. at March 31, 2018 and

investments in funds, etc. at March 31, 2017.

Investment securities and other investments measured at amortised cost approx:mated their fair values at March 31, 2018

and 2017.

Equity instruments measured at fair value within other investrnents held by the Company and certain of its conselidated
subsidiaries, included investments made mainly for the purpose of maintsining and strengthening relationships with business
partners which have been classified as subsequently measured at FVTOCI. Said financial assets as FVTOCI mainly consisted of

common stock and details of their fair values at March 31, 2018 and 2017 were as fcuows

Millions of yen Thousands of U.S. dollars

March 31,2018 - March 31, 2017 March 31, 2018
With quoted prices in active markets ¥174230 ¥185.210 $1,643,679
Without quoted prices in active markets 140,861 143,691 1,328,878
Total ¥315,091 ¥328,901 $2,972,557

S0



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

Major issuers of other investments measured at FVTOCI with quoted prices in active markets at March 3 1,2018 and 2017
were as follows:

Millions of yen Thousands of U.S. dollars
Stocks March 31, 2018 March 31, 2017 March 31, 2018

YAMAZAKI BAKING CO., LTD. ¥18,030 ¥18,700 $170,094
NISSHIN SEIFUN GROUP INC. ) 13,254 10,439 125,038
INPEX CORPORATION 12,225 10,167 115,330
AEON CO., LTD. 8,602 9,061 81,151
Dai-ichi Life Holdings, Inc. _ 8,498 8,735 80,170
Okamoto Industries, Inc. ‘ 7,874 8,588 74,283
GOLDWIN INC. . 6,134 2,812 57,868
SAPPOR(Q HOLDINGS LIMITED 5,113 4,964 48,236
Long Chen Paper Co., LTD. 4,569 3,705 43,104
Tokio Marine Holdings, Inc. 4,316 4,281 40,717

Other investments measured at FVTOCI that do not have quoted prices in active markets comprised investments in resources,
matcrials, machinery and lifestyle related businesses. At March 31, 2018 and 2017, investments in resources related businesses
were ¥79,354 million ($748,623 thousand) and ¥77,413 million, respectively, while investments in other areas were ¥61,507
million ($580,255 thousand) and ¥66,278 million, respectively.

Dividend income recognised on other investments measured at FVTOC] for the year ended March 31, 2018 was ¥21,254
million ($200,509 thousand), of which dividend income on investments held at March 31, 2018 was ¥20,731 million (3195,575
thousand). Dividend income recognised on other investments measured at FVTOCI for the year ended March 31, 2017 was
¥17,301 million, of which dividend income on investments heid at March 31, 2017 was ¥16,563 million.

Gains and losses on Financial assets measured at FVTOCI relating to other investments measured at FVTOCI recognised
within Equity in the Consolidated Statement of Financial Position that relate to the portion of investments that were derecognised
or of which the decline in fair value compared with its acquisition cost i3 significant and other than temporary for the year have
been reclassified to retained earnings. Amounts of reclassified items (after tax) for the years ended March 31, 2018 and 2017
were ¥7,593 million ($71,632 thousand) (losses) and ¥328 million (losses), respectively. . ’

Other investments measured at FVTOC] that were disposed of due to revisions of business strategies and other reasons for
the years ended March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Fair value at derecognition ¥26,357 ¥25,768 $248,651
Cumulative gains (losses) at derecognition (12,992) (2,094) (122,566)
Dividend income on the derecognised
investments 523 738 4,934

51



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

(iv) Notes and trads accounts payable
The carrying amounts of notes and trade accounts payable at March 31, 2018 and 2017 were as follows;

Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31, 2018
Notes payable ¥307,604 ¥258,254 $2,901,925
Trade accounts payable - 1,083,131 1,003,182 10,218,217
Total ¥1,390,735 ¥1,261,436 _ $13,120,142

Notes and trade accounts payable are measured at amortised cost.
The carrying amounts of notes and trade accounts payable approximated their fair value at March 31, 2018 and 2017.

The future contract due dates of notes and trade accounts payable at March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Not later than one year ¥1,374,022 ¥1,243,087 $12,962,472
Later than one year 16,713 18,349 157,670
(v) Bonds and borrowings
The carrying amounts of bonds and borrowings at March 31, 2018 and 2017 were as follows:
Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Bonds ' ¥325.364 ¥376,404 $3,069,472
Borrowings . 2,217,340 2,429,734 - 20,918,302
Total . ¥2,542,704 ¥2,806,138 $23,987,774

Bonds and borrowings are measured at amortised cost.
The fair values of bonds and borrowings at March 31, 2018 and 2017 were ¥2,542,717 million ($23,987,896 thousand) and
¥2,806,133 million, respectively, and were categorised as Level 3.

The future contract due dates of bonds and borrowings at March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Not later than one year ¥652,211 ¥680,008 ' $6,152,934
Later than one year and not later than 1,313,033 1,258,369 12,387,104
five years
Later than five years 717,655 1,017,340 6,770,330
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Details of bonds and borrowings at March 31, 2018 and 2017 were as follows:

- Millions of yen Thousands of U.S. doilars
March 31, 2018 March 31, 2017 March 31, 2018
0.23% - 2.55% unsecured bonds .
payable in Japanese yen with final ¥318,000 ¥358,000 $3,000,000
maturity in 2037
Bonds payable in Australian
dol!at: - 9442 B
Short-term borrowings principaily at
rates from 0.00% to 2.64% 276723 22,133 261055
Long-term borrowings due serially )
through 2033 principally at rates from 1,940,617 2,207,001 18,307,708
0.00% to 12.00% '
{Current portion of long-term . .
borrowings) (284,938) (340,835) (2,688,094)
Other 7364 - 8,962 69,472
Total ¥2,542,704 ¥2,806,138 $23,987,774

Note: The applicable interest rates, the year of final maturity or the final repayment deadline as at March 31, 2018 are presented.
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{vi) Finance income (expenses)

Each component of finance income (expenses) for the years ended March 31, 2018 and 2017 was as follows: -

Millions of yen Thowsands of U.S. dollar:
March 31, 2018 March 31, 2017 March 31, 2018
Interest income: )
Financial assets measured at amortised cost ¥13,526 ¥16,213 $127,604
Total ¥13,526 ¥16,213 $127,604
Interest expenses:
Financial liabilities measured at amortised cost ¥(38,441) ¥(36,887) $(362,651)
Other : U 3,493 3,569 32,953
Total ¥(34,948) ¥(33,318) $(329,698)
Dividend income:
Financial assets measured at FVIPL ¥ L 720 50
Financial assets measured at FVTOCI 21,254 17,301 200,509
Total ¥21,254 ¥17,512 $200,509
Gaing (losses) on investment securities:
Financial assets measured at FVTPL ¥1,080 ¥(255) $10,189
Other 24,067 11,257 227,047
Total ¥25,147 ¥11,002 $237,236

“Other” within “Interest expenses™ mainly included gains and losses from derivative transactions,

“Other” within “Gains (losses) on investment securities” mainly included gains (losses) on disposal of investments and

impairment losses with respect to associates and joint ventures and gains (losses) eccompanying the loss of control of subsidiaries,
For the years ended March 31, 2018 and 2017, gains (losses) on disposal of subsidiaries and other were ¥5,350 million ($50,472
thousand) (gains) and ¥9,165 million (gains), respectively. Included in the amounts, gains (losses) on the remeasurement to fair
value of residual interests in the former subsidiaries at the date of loss of control for the years ended March 31, 2018 and 2017
were ¥1,483 million ($13,991 thousand) (gains) and ¥3,814 million (losses), respectively.

In respect of “Other” within “Gains (losses) on investment securities” in the year ended March 31, 2018, the Company
recognised a8 gain on sale in the amount of ¥11,177 million ($105,443 thousand) associated with the sale of its offshore wind

farm business in the UK.
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{vit) Fair value measurements )
The Companies measure certain assets and {iabilities at fair value. The inputs used in the fair value measurement are categorised
into three levels based upon the observability of the inputs in markets.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Companies can access at the
measurement date ' .

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the assets or liabilities, either directly
or indirectly )

Level 3: Unobservable inputs for the assets or liabilities

f

The financial assets and liabilities measured at fair value by the Companies on a recurring basis at March 31, 2018 and 2017

were a3 follows:

1

Millions of yen

Thousands of U.S. dollars

Msreh 31,2018 March 31,2017

March 31, 2018

Levell Level2 Leveld Total Level! Level2 Levell  Total Levell Eevel2 Leveld  Total
Assets:

Non-derivative Financial

assets measyred at FYTPL:

Notes, trade accounts and

loans receivable - ¥49,974 ¥ W9,974 ¥ ¥31,939 ¥11,543 ¥43,4852 $— 3471453 S §471,453
Other Investments

{equity) - - 10 10 - - 106 106 - - 95 95
Other Investments (debt) - - 4591 4591 - - 1726 1 - - @3 430
Other financial assets - - 13152 13,152 - - 12,882 12,882 )= ~ 124,075 124,075
Non-derivative Financial : . !

assets measyred at FVTOCL

Other investments 174,230 - 140,861 315091 185210 — 143691 328901 1,643,679 - L,28,878 2972557
Derivative instruments;

Interest rate contracts - 28N - 228712 - 28,823 - 28,823 - 215774 - 215774
Forward exchange

coptracts - 8,080 - 8,080 - 12,563 - 12,563 - 76226 - 76226
Commadity contracts 1,779 65438 1470 68,687 9,795 52,194 1,006 62,995 16,783 617,340 13,8680 647,991
Other - -~ 1265 1,268 - - - - - ~ 11934 11,934
Lisbilities:

Derivative instruments:

Interest rate contructs ) - (502 - (497 - (49 - (5679) - (5679
Forward exchange

contracts - (8,762) - (8,762) -~ (26,347) - (26,347) - (82,660) - (82,660)
Commodity contracts 3.875) (50,135)  (541) (54,551) (6,611) (35,123)  (348) (42,082) (36556) (472,972)  (5,104) (514,632)
Other - - (445  (445) - - [ 0

- - (4,198)  (4,198)
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Other investments categorised as Level I mainly consist of marketable equity securities in active markets. Derivative
instruments categorised as Level [ consist of derivatives related to commodity contracts. These agsets are measured at quoted
prices in active markets without adjustment. ) ’

Notes, trade accounts and loans receivable categorised as Level 2 consist of notes and trade accounts receivable that are
settled at future market prices. Derivative instruments categorised as Level 2 mainly consist of interest rate swaps, forward
exchange contracts and derivatives related to commodity contracts. These assets and liabilities are mainly measured based on
quoted prices of identical assets not categorised as Level | in markets that are not active or similar assets or liabilities in active
markets, and measurement is based mainly on a market approach using observable inputs; such as prices in commodity markets,
foreign exchange rates and interest rates.

Other investments categorised as Level 3 mainly consist of equity securities in inactive markets; and derivative instruments
categorised as Level 3 mainly consist of derivatives related to commodity contracts. These assets and liabilities are measured
mainly based on an income approach using inputs that are reasenably available or inputs many market participants use with
reasonable confidence because observabls inputs are not available due to a lack of similar assets or liabilities in active markets
or distortive market prices resulting from dramatic liquidity decreases and such like. '

Significant unobservable inputs used in the fair value measurement of investments whose fair values are measured on &
recurring basis categorised as Level 3 are discount rates. Fair value decreases (increases) as the discount rate rises (declines). At
March 31, 2018 and 2017, discount rates used in fair value measurement by the Companies range from 7.0% to 11.6% and 6.5%
to 11.7%, respectively.

The Companies recognise transfers of assets and liabilities betwesn Levels of the fair value hierarchy at the end of each
" quarterly period.

During the years ended March 31, 2018 and 2017, there were no significant transfers between Levels 1 and 2,
Changes in Level 3 assets and liabilities measured at fair value on a recurring basis by the Companies for the years ended
March 31, 2018 and 2017 were as follows:

Millions of yen
Non-derivative
Financial
assets
Non-derivative Financial assets ‘ measured at
d et FVTPL FVTOCI Derivative instt
Notes, trade
accounts
and loens Other  Other financial  Other Commedity Other
March 31, 2018 receivable i assety in! contracts con

Balance at beginning of year ¥11,543 ¥2,832 ¥12,882 ¥143,691 ¥658 #
Gains (losses} in profit or loss (307 1,015 6,710 - 2,358 (586)
Gains (losses) in other comprehensive income - _ _ 6,032 - -
Purchases - 387 164 938 - 1,386
Sales/Redemptions {11,170) {2,123) {5,879) (3,472) - -
Serttlements - - - - (2,186} -
Teansfers - 2,555 - 1,970 (283) -
Effects of ecquisition end divestitures - - - @5n - -
Net transfers in and/or (out) of Level 3 - - - - - -
Other (66) @3s) 025 (4101 362 20
Balance at end of year ¥ 4,601 ¥13,152  ¥140,861 ¥929 ¥820
Gains (losses) in assets and liabilities held at end

of year [ ¥1,061 ¥6,874 [ ¥960 ¥(586)
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" ds of U.S. doll
Non-derivative

Financial
assets P
Non-derivative Financial assets measured at
measured at FVTPL, FVTOCI Derivative instruments
Notes, trade
accounts
and loms Other Other financial ~ Other Commodity Other
March 31, 2018 receivable investments Bssety investments  contracts contracts
Balance at beginning of year $108,896 $26,717 $121,528  §1,355,576 $6,208 S0
Gains (losses) in profit or loss (2,896) 9,575 63,302 - 22.24% {5,528)
Gains (losses) in other comprehensive income - - - 56,906 - -
Purchases - 3,368 1,547 8,849 - 13,075
Sales/Redemptions (105317) (20,028) (55,462) (32,755) - -
Settlements ' - - - - (20623) L -
Transfers - 24,104 - (18,585) {2,670) -
Effects of acquisition and divestitures - - - (2,425) - -
Net transfers in and/or (out) of Level 3 - - - - - -
Other _{623) {330) {6,840) (38,689) 3,604 189
Balance at end of year $- $43,406 §124,075 SIJZOISW %764 $7,736
Gaind (losses) in asssts and linbilities held at end
- §10,009 $64,849 - $9,057 $(5,528)
of year :
Millions of yen
Non-derivative
Financial
nssets
Non-derivative Financial assets measured at
measured at FVTPL EVTOCT Derivative instruments
Notes, trade )
accounts
and loans Other  Other financial  Other Commodity Other
March 31,2017 receivable  investments essetz investments __cortracts contracts
Balance at beginning of year ¥11,627 ¥5,650 ¥12,526  $149,029 ¥1,355 ¥(100)
Gains {losses) in profit or loss (33) (236) 4913 - 2,291 69
Gains (losses) in other comprehensive income - ~ - {6,095 - -
Purchsses - 229 - 339 - 27
Sales/Redemptions - (1,273) (4.538) (1,727) - -
Settlements - - - - {2,95%) -
Transfers . - (1,500) - 3,482 (2) -
Effects of acquisition and divestitures - - - (26) - -
Net transfers in and/or (out) of Level 3 - - - - - -
Other (51} (38) (19) 4,689 (31 4
Balance at end of year #11.543 ¥2,832 ¥12,882 #143,691 ¥658 ¥
Gains (losses) in assets and liabilities held at end
of year ¥(33) ¥236) ¥4.913 ¥ ¥637 ¥96

Among gains and losses on the assets and Liabilities above, gains and losses on notes, trade accounts and loans receivable
are included in “Other-net”, gains and losses on other investments are included in “Gains (losses) on investment securities”,
gains and losses on other financial assets are mainly included in “Sales of goods”, and gains and losses on derivatives are mainly
included in “Cost of goods sold" or “Other-net” in the Consolidated Statement of Comprehensive Income.

57



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

Additionally, “Other” above mainly consists of “Foreign currency translation adjustments” in the Consolidated Statement
of Comprehensive Income.

The relevent division of the Company, upon determining the valuation method of the applicable assets and liabilities,
measures the fair value of assets and liabilities categorised as Level 3, according to valuation policies and procedures stipulated
by the Company. Additionally, appropriate third-party valuations are obtained, as necessary. The results of fair value
measurements are then reviewed by the Corporate Staff Group, which is independent from the division responsible for the fair
value measurement.

If the inputs used to measure “Other investments measured at FVTOCT” emong the assets categorised as Level 3 were to be
changed, there were no significant changes of the fair value at March 31, 2018 and 2017.

(4) Offsetting financial assets and financial Hebilities

At March 31, 2018 and 2017, among the financial assets and financial liabilities recognised with the same counterparty, the
financial instruments offset in accordance with the criteria for offsetting financial assets and financial liabilities and the financial
instruments not offset as a result of not meeting some or all of the offsetting criteria despite being subject to an enforceable

master netting arrangement or similar agreement, were as follows:

Thousands of
Millions of yen U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Gross amounts of recognised financial assets ¥132,224 ¥140,048 $1,247,396
Amounts offSet in accordance with the criteria for
50,1 ;
offietting of financial assets and lisbilities (36,962) (50.104) (348,698)
Net t d in th lidated Statement of
: amo.un preis‘ente in the Conso! Statement o 95262 89,944 898,698
Financial Position
Amounts not offset due to not meeting some or all of
the offsetting criteria for offsetting financial assets and
. 65,1 54,998 4,
linbilities despite being subject to an enforceable (65,183) ( ) (614,934)
master netting arrangement or similar agreement
Net amount ¥30,079 - ¥34,946 $283,764
Thousands of
Millions of yen U.S. dollars
March 31, 2018 March 31,2017 March 31, 2018
Gross amounts of recognised financial liabilities ¥139,803 ¥136422 $1,318,896
Amounts offset in accordance with the critetia for i .
50,104
offsetting of financial sssets and lisbilities (36.962) (50,104) (348,698)
Net amount ted in the Consolidated Statement of
: amy : nl pt?s',m in the Consolida aternent o 102,841 86,313 970,198
Financial Position .
Amounts not offset due to not meeting sore or all of
the offsetting criteria for offsetting financial assets and
54,
liabilities despite being subject to an enforcesble (5,1 8.3) (54.998) (614,934)
master netting arrangement or similar agreement '
Net amount ¥37,658 ¥31,320 $355,264

Generally, the set-off rights on financial instruments that do not meet some or all of the offsetting criteria for offsetting
financial assets and financial liabilities become enforceable only under special circumstances, such as when the counterparty can
no longer fulfill its obligations due to baniruptcy and other reasons,
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(5) Derivative instruments and hedging activities

Fair value hedges

‘The Company and certain of its consolidated subsidiaries mainly designate, as fair va.lne hedges, commodity futures and forward
contracts, which hedge volatility risk of the fair value of inventories and firm comnutments on commodity transactions; and
interest rate swaps, which convert fixed interest rates on assets and liabilities to floating interest rates, ’

For the years ended March 31, 2018 and 2017, there were no significant amounts recognised in profit or loss relating to the
ineffective portion of hedges or portions excluded from the assessment of hedge effectiveness. Additionally, the effects of
discontinuing hedge accounting and the amounts recognised in profit or loss due to firm commitments becoming ineligible as
hedged items were immaterial.

Cash flow hedges

The Company and certain of its consolidated subsidiaries mainly designate, as cash flow hedges, forward exchange contracts,
which hedge the cash flows of foreign currency denominated receivables and payebles, foreign currency denominated firm
commitments and foreign currency denominated forecast transactions; interest rate swaps, which convert floating interest rates
on assets and liabilities to fixed interest rates; and commodity futures and forward contracts, which hedge the cash flows of
forecasted trangactions on commodity transactions. For the years ended March 31, 2018 and 2017, there were no significant .
amounts recognised in profit or loss relating to the ineffective portion of hedges or portions excluded from the assessment of
hedge effectiveness. Additionally, the effects of discontinuing hedge accounting and the amounts of gains (losses) on cash flow
hedges reclassified to profit or loss because the forecast transactions no longer were expected to occur were immaterial.

Hedges of net investments in foreign operations

The Company and certain of its consolidated subsidiaries mainly use foreign currency denominated bonds and borrowings, and
forward exchange contracts to hedge foreign exchange fluctuation risks of net investments in foreign operations. For the years
ended March 31, 2018 and 2017, there were no sxgmﬁcant amounts recognised in profit or loss relating to the ineffective portion
of hedges.
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At March 31, 2018 and 2017, the carrying amounts of hedging instruments to which the Company and certain of its
consolidated subsidiaries applied hedge accounting by risk category for each type of hedge were as follows:

Millions of yen Thousands of U.S. dollars ““"'t::‘“ in
March 31, 2018 March 31, 2017 March 31, 2018 Consolidated
Statement of
Financial
Assets Liabilities Assets Liabilities Assets - Liabilities Position .
Fair value hedges:
Interest rate risk ¥22,864 ¥(532)  ¥28,807 ¥371) $215698  §(5,019)
Foreign exchange risk - - - - - - (Notel)
Commodity price risk 2,994 (1,873) 1,777 (1,147) 28245  (17,670)
Total ¥25858  ¥(2,d05) ¥30,584  ¥(1518) _ $243,943  §(22,689)
Cash flow hedges: .
Interest rate risk 8 ¥(70) ¥16 ¥92) $76 $(661)
Foreign exchange risk 884 (8,036) 3,551 (10,513) 8340  (75811) (Note2)
~ Commodity price risk 6,262 (2,040) 13,554 (3,723) 59075 (19,245
Total ¥7,154  ¥(10,146)  ¥17,121  ¥(14,328) $67491  $(95,717)
Hedges of net investments in
foreign operations ¥4,555  ¥(276,947) ¥1,127  %(320,726) $42,972 $(2,612,707)  (Note 3)
Total financial instrunents to
which hedge accounting was
applied ¥37,567 ¥(289,498)  ¥4B,832 ¥336,572) $354,406 $(2,731,113)

Notes: (1) “Other current financial assets”, “Other non-current financial assets”, “Other current financial liabilities™ and “Other non-
current financial liebilities” : ]
(2) “Other current financial assets™, “Other non-current financial assets”, “Notes and trade accounts payable”, “Other current
financial liabilities” and “Other non-current financial lisbilities”
(3) “Other current financial assets”, “Bonds and borrowings” and “Other current financial ligbilities”

In addition, to the above, the fair values of derivative assets and liabilities to which hedge accounting was not applied at

March 31, 2018 and 2017 were ¥63,337 million ($597,519 thousand) and ¥53,536 million (3505,057 thousand) and ¥55,647
million and ¥39,817 million, respectively.
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At Mearch 31, 2018 and 2017, the profile of the timing of the nominal amount and the average price ot tate of the main
hedging instruments were as follows: :

March 31, 2018
Later than
one year
Not later and not
thanone  laterthan  Later than
year five years  five years Total
Nominal amount (MT) 4,539,544 - — 4,539,544
Buy . Average price
378. - - 37882
Soy bean futures and (U.S. dollars/MT) 82
Paie e forward contracts Nominal amount 4342072 — .
Sell : : i
tedges Average price ; _ _
(U.S. dollaryMT) 378.16 378.16
Intsrest rate swaps, _ Nominal amount ‘
fixed to floating (Millions of yen) 84,600 446,500 221,524 752,624
Nominal amount '
Buy e 140 - - 140
yen/Sell (:Iﬂhons of U.S. dollars)
U.S. dollars Average rate
: 107.42 - - 107.42
Cash flow  Lorvard exchange (Yen/U.S. dollars)
hedgs  “(U'S. aotars) Noreinal amount
.S. dollars,
BuyU.S. - 1,098 153 185 1,436
dollars/Sell (Millions of U.S. dollars)
yen Average rate 0 104,78
" (Yen/U.S. dollars) 108.09 104.68 85.2 A
Nominal amount
., 2,604
Borrowings _ (Millions of U.S. dollars) 1329 830 5
Hedgesof  (U.S. dollars) Average rate
o vesn:; - (Yen/U.S. dollers) 98.09 106.20 107.56 102.26
in foreign Nominal amount
ime - Range forward . 5,000 - - 5,000
]
opers! fnns contracts _ (Millions of U.S. dollars)
(U.S. dollars) Average rate 3 _
(YewUSS. dollars) 109.11 109.11

The terms under the interest rate swaps of fair value hedges converting fixed interest rates to floating interest rates were
principally receiving fixed interest rates from 0.1% to 2.0% and paying variable interest rates equivalent to the Japanese Bankers
Association’s 3-month or 6-month Japanese yen TIBOR.
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March 31, 2017
Later than
one year
Not later and not
thanone  laterthan  Later than
‘year five years  five years Total
Nominal amount (MT) 8,021,144 - - 8,021,144
Buy A i :
verade price 37435 - -~ 37435
Soy bean futures and (U.S. dollars'MT)
aic value forward contracts Nominal amount (MT) 7,022,224 - - 7022224
air
Sell ;
hedges Average price 782 - - m:
(U.S. dollars/MT) 378.23 )
Interest rate swaps, * Nominal amount
. - 2 4 ,010 765,252
Nominal amount
. 157 0 - 157
By (Millions of US, dollars) ‘
U.S. dollars Average rate
rward 111.88 113, - 111.8%
Cash flow Egnmm‘”‘d’m" (Yen/U.S. dollers) I 1396
hedges (U.S. dollars) Nominal amount '
> Buy US. - 1,048 189 40 1277
dollars/Sell iMllllons of U.S. doilars)
yen verage rate 110.74 798 109.65
(Yen/U.S. dollars) 0. 106.66 9198 )
Forward exchange *  Buy  ominal amount 161 1,665 749 2,575
contracts and yen/Sell  (Millions of U.S. dollars) ’ !
Hedpes of bortoWingS us. A t
e (US. dollars) dollars o ree € 99.59 99.69 10946  102.53
. (Yen/U.S. dollars)
investments Nomizal .
in foreign ominal amoun
N Range forward " 5,000 - - 5,000
operations contacts ~ {Millions of U.S. dollars)
(U.S. dollars) Average rate
101.97 - - 101.97
(Yen/U.S. dollars)

The terms under the interest rate swaps of fair value hedges converting fixed interest rates to floating interest rates. were
principally receiving fixed interest rates ffom 0.1% to 2.0% and paying variable interest rates equivalent to the Japanese Bankers
Association's 3-month or 6-month Japanese yen TIBOR.
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At March 31, 2018 and 2017, the carrying amounts of hedged items which the Company and certain of its consolidated
subsidiaries categorised as fair value hedges and the accumulated amounts of fair value hedge adjustments on the hedged items
included in the carrying amounts of hedged items recognised in the Consolidated Staternent of Financial Position were as follows:

March 31, 2018
Line item in the Consolidated
Miilions of yen Statement of Financial Position
Accumulated amounts of fair
Carrying amounts value hedge adjustments
Assets Liabilities Assets Liabilities
Interest rate risk ¥—  ¥(890,994 ¥— 70 '
(890,994) ¥22,370) (Note 1)
Foreign exchange risk 3 - 3 - (Note 2)
Commodity price risk 38,656 (49,401) 36,365 (39,926) (Note 3)
Line item in the Consolidated
Thousands of U.S. dollars Statement of Financial Position
Accumulated amounts of fair
Carrying amounts value hedge adjustments
Assets Liabilities Assets Liabilities
Interest rate risk s 3(8,405,604) S $(211,038) . (Note 1)
Foreign exchange risk 28 - 28 - (Note 2)
Commodity price risk 364,679 (381,142) 343,066 (376,660) (Note 3)
March 31, 2017
Line item in the Consolidated
Millions of yen Statement of Financial Position
Accumulated amounts of fair
- Carrying amounts value hedge adjustments
Assets Liabilities Assets Lishilities
Interest rate risk
¥ ¥909,830) X ¥28,578) (Note 1)
Foreign exchange risk 3 _ 3 - (Note 2)
Commodity price risk 45,896 (48,280) 45,868 (48,277) (Note 3)

Notes: (1) “Bonds and borrowings”
(2) “Other current financial assets”
(3) “Other current financial assets” and “Other current financial liabilities”

63



Marubeni Corporation and Subsidiaries
‘Notes to Consolidated Financial Statements (continued)

The amounts which the Company and certain of its consolidated subsidieries recognise in the Consolidated Statement of
Comprehensive Income on cash flow hedges and hedges of net investments in foreign operations (before tax) for the years ended

Mearch 31, 2018 and 2017 were as follows:

Year ended March 31, 2018

Line item in the Consolidated
Statement of Comprehensive
Income corresponding to
Millions of yen Thousands of U.S. dollars reclassification adjustment
Amounts Amounts
reclassified as reclassified as
Hedging gains reclassification  Hedging gains reclassification
or josses adjustment or losses adjustment
Cash flow hedges:
Interest rate risk ¥ ¥54 0 $887  Interest expenses
Foreign exchange risk 1,651 1,171 15,575 11,047  Other-net
Commodity price risk (8,312) (219) (78.415) (2,066)  Cost of goods sold
Total ¥(6,661) ¥1,046 $(62,840) $9,868
Hedges of net investments in ¥6,184 ¥1,536 $58,340 $14,491 Other-net and gains (losses) on
foreign operations: investment securities
Year ended March 31, 2017
Line item in the Consolidated
Statement of Comprehensive
Income corresponding to
Millions of yen reclassification adjustment
Amounts
reclassified as
Hedging gains -reclassification
or losses adjustment
Cash flow hedges:
Interest rate risk ¥208 ¥1,116  Interest expenses
Foreign exchange tisk 1,447 (3,669) OQOther-net
Commodity price risk 9,589 (2,690)  Cost of goods sold
Total ¥11,334 ¥(5,243)
Hedgf:s of net ifwommems in %7,564) ¥882) 9ther—net and gams (losses) on
foreign operations: investment securities

For the years ended March 31, 2018 and 2017, for hedges of net positions, there were no significant hedging gains or losses
recognised as an individual account in the Consolidated Statement of Comprehensive Income.
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Changes in other components of equity arising from cash flow hedges and hedges of net investments in foreign operations
for the years ended March 31, 2018 and 2017 were as follows: ’

. Year ended March 31, 2018

Millions of yen

Hedges of net investments in
Cash flow hedges foreign operations

Interest rate Foreign Commodity
risk exchangsrisk __price risk Foreign exchange risk

Balance at beginning of year ¥(33,382) ¥(9,278) ¥2,038 - ¥(194,600)
Changes for the year (2,802) . (548) (5,470) 5,781
Reclassification to profit or loss for the year 8,187 727 (552) 1,508
Transfer to non-financial assets or non-financial

liabilities - - (1,154) - -
Balance at end of year ¥(27,997) ¥#(20,293) ¥(3,984) ¥(187,311)

Thousands of U.S. dollars

Hedges of net investments in
Cash flow hedges foreign operations
Interest rate Foreign Commodity :
risk exchange risk price risk ‘Foreign exchange risk.
Balance at beginning of year $(314,925) $(87,528) $19,227 " $(1,835,849)
Changes for the year _ (26,434) (5,170) (51,604) 54,538
Reclassification to profit or loss for the year 77,236 6,858 (5,208) ’ ) 14,226
Transfer to non-financial assets or non-financial . .
liabilities ’ (11,264) ~ "
Balance at end of year / $(264,123) $(97,104) $(37,585) $(1,767,085)
Year ended March 31, 2017
Millions of yen
Hedges of net investments in
Cash flow hedges foreign operations
Interest rate Foreign Commodity ' :
risk exchange risk _price risk Foreign exchange risk
Balance at beginning of year ‘ ¥(38,984) ¥(17,529) ¥(3,145) ¥(188,482)
Changes for the year (3,838) 5,428 7,336 (5,128}
Reclassification to profit or loss for the year 9,440 (2,159) (2,153) (990}
Transfer to non-financiat assets or non-financial -
s - 4,982 - -
liabilities .
Balance at end of year ¥33,382) ¥(9,278) ¥2,038 ¥194,600)

“Reclassification to profit or loss for the year" mainly represented the amounts transferred because the hedged items affected
profit or loss.

There were no significant items excluded from the designation as the hedging instrument, such as the time value of option
contracts, forward elements of forward contracts included in hedging instruments and foreign currency basis spreads of financial
instruments.
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A}

Derivative assets included in “Other current financial assets” and “Other non-current financial assets” in the Consolidated
Statement of Financial Position at March 31, 2018 and 2017 were ¥70,882 million ($668,698 thousand) and ¥30,022 million,
(283,226 thousand) and ¥61,210 million and ¥43,171 million, respectively.

Additionalty, at March 31, 2018 and 2017, non-derivative assets in “Other current financial assets™ and “Other non-current
financial assets” included Financial assets measured at FVTPL in the amounts of %13,152 million ($124,075 thousand) and
¥12,882 million, respectively.

Derivative lisbilities included in “Other current financial liabilities” and “Other non-cumrent financial lisbilities” in the
Consolidated Statement of Financial Position at March 31, 2018 and 2017 were ¥59,597 million ($562,236 thousand) and ¥4,763
million ($44,934 thousand), and ¥65,993 million and ¥2,933 million, respectively.
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14. Pledged Assets

The assets pledged as collateral for the Companies’ loans and such like at March 31, 2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 . March 3t,2017- March 31, 2018
Cash and cash equivalents, and time
deposits ' ¥941 ¥1,043 $8,877
Notes, trade accounts and loans
receivable 68 24,069 641
Inventories . 49,879 14,898 470,557
Investments in associates and joint
ventures 27,861 32,756 262,840
Property, plant and equipment (after
deducting accumulated depreciation) 37,856 61,856 ’ 357,132
Other 24,656 13,807 232,604
Total ¥141,261 | ¥148,429 $1,332,651

The Companies pledge collateral under conventional conditions in standard borrowing arrangements, etc.

In addition to the above, import bills included in notes payable at March 31, 2018 and 2017 were secured by trust receipts on
inventories.

The standard terms provide that the proceeds from the sales of any such collateral be delivered to the respective bank to be
applied against outstanding acceptances. However, the Companies have, in general, followed the practice of paying acceptances on
their maturity dates. Given the substantial volume of the Companies’ transactions, it would not be practical to determine the total
amount of inventories and/or proceeds from the sales of such inventories covered by outstanding trust receipts.

As is customnary in Japan, security, if requested by a lending bﬁh must be given and, regardless of the existence of such
security, the bank has the right to offset cash deposits against any debt or obligations that become due and, in the case of default or
certain other specified events, against all debt payable to the bank. To date, no such rights have been exercised with respect to the
Companies. '
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15. Earnings per Share

Basic and diluted earnings per share attributable to shareholders of the parent for the years ended March 31, 2018 and 2017 were

as follows:

Millions of yen

Thousands of U.S. dollars

March 31,2018

March 31, 2017

March 31, 2018

Numerator:
Profit for the year attributable to owners of the
parent
‘Adjustment amount used for the calculation
of earnings per share attributable to
shareholders of the parent (basic)
Armount not attributable to shareholders
of the parent
Profit for the year used for the calculation of
earnings per share attributable to '
shareholders of the parent (basic)
Adjustment arnount used for the calculation
of earnings per share attributable to
shareholders of the parent (diluted)
Adjustment concerning stock acguisition
rights
Profit for the year used for the calculation of
earnings per share attributable to
shareholders of the parent (diluted)

¥211,259

4,000

207,259

a)

¥207,258

¥155,350

2,499

152,851

(0)

¥152,851

$1,993,009

' 37,735

1,955,274

10

$1,955,264

Number of shares

March 31, 2018

March 31, 2017

Denominator:

Weighted average number of ordinary shares
used for the calculation of earnings per share
attributable to shareholders of the paren
(basic) :

Effect of dilution
Adjustment concerning stock acquisition
rights

Weighted average number of ordinary shares
used for the calculation of earnings per share
attributable to shareholders of the parent
(diluted)

Earnings per share attributable to shareholders
of the parent

1,735,359,061

849,138

1,736,208,198

Yen

1,735,357,836

331,454

1,735,689,289

U.S. doliars

March 31, 2018

March 31, 2017

March 31, 2018

Basic
Diluted

¥119.43
¥119.37

¥88.08
¥88.06

$1.13
$1.13
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16. Other Components of Equity and Other Comprehensive Income

Changes in other components of equity for the years ended March 31, 2018 and 2017 were as follows:

Millions of yen . Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Gains (losses) on financial assets measured at
fair value through other comprehensive income
Balance at beginning of year ¥54,606 ¥43,066 $515,150
Change for the year 20,397 11,212 192,425
Transfer to retained earnings 7,593 © 328 ' 71,632
Balance at end of year ¥82,596 ¥54,606 $779,207
Foreign currency translation adjustments :
Balance at beginning of year ¥165310 ¥193,608 $1,559,528
Change for the year (89.057) (28,298) (840,160)
Balance at end of year 76,253 ¥165,310 $719,368
Gains (losses) on cash flow hedges . . ) .
Balance at beginning of year ¥{40,622) ¥(59,658) $(383,226)
Change for the year (458) 14,054 321
Transfer to non-financial assets or . .
non-financial liabilities 1,194 4,982 (11,264)
Balance at end of year ¥(42,274) ¥(40,622) $(398,811)
Remeasurements of defined benefit plan '
Balance at beginning of year ¥ ¥ . $-
Change for the year 3,530 1,131 33,302
Transfer to retained earnings (3,530) (1,131) (33,302)
Balance at end of year ¥ ¥ $—
Other components of equity ]
Balance at beginning of year ¥179,294 ¥177,016 $1,691,452
Change for the year (65,588) (1,901) (618,754)
Transfer to retained earnings 4,063 (803) 38,330
Transfer to non-financial assets or
non-financiat liabilities (L194) 4,982 (11,264)
Balance at end of year ¥116,575 ¥179,294 $1,099,764
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Each component of other comprehensive income, including non-controlling interests and related tax effects, for the years
ended March 31, 2018 end 2017 were as follows:

Millions of yen
March 31,2018 March 31, 2017
Before tax  Tax (expense) Net of tax Before tax Tax (expense) Net of tax
. amount or benefit amount ___amount or benefit - gmount
Guins (losses) on financial assets measured at fair
value through ather comprehensive income:

Gains (losses) erising for the year ¥26,662 #(8,098) ¥20,564 ¥17,400 ¥5,953) ¥11,447

Change for the year 28,662 %(8,098) 420,564 ¥17,400 ¥(5,953) ¥11,447
Foreign currency franslation adjustments:

Gains (losses) arising for the year ¥(93,467) ¥ ¥93,576) ¥(27.960) 64l ¥(28,601)

Reclassification to profit or loss for the year 4,494 (231) 4,263 (1,492) 79 (1 ,413)'

Change for the year ¥(88,973) ¥342) ¥(89,315) ¥(29,452) ¥(562) ¥30,014)
Gains (logses) on cash flow hedges:

Grins (losses) arising for the year ¥(12,462) ¥3,650 %8,812) ¥11,997 ¥(2,998) 8,99

Reclassification to profit or loss for the year 9,195 {814) 8,381 4,057 1,092 5,149

Change for the year — ¥(3,267) ¥2,836 R ¥16,054 ¥(1,906) ¥14,148
Remeasurements of defined benefit palsion plen:

Gaing (losses) arising for the year ¥7.473 ¥(3,860) ¥3,613 ¥4,333 ¥3,191) ¥1,142

Changg for the year ¥7473 ¥(,860) ¥a,613 ¥4,333 ¥03,191) ¥1,142
Other conprehensive income (loss) ¥(56,105) %(9,464) ¥(65,569) ¥8,335 ¥(11,612) ¥3217)

™ ds of U.S. doll,
March 31, 2018
Before tax  Tax (expense) Net of tax

amount or benefit ¢
Guins (losses) on financial assets measured at fair
value through other comprebeasive i
Ghrins (fosses) arising for the year $270,397 $(76,397) $194,000
Change for the year $270,397 5(76,397) $194,000
Foreign currency trunslation adjustments:
Gaing (losses) arising for the year $(881,764) $(1,047) $(882,811)
Reclassification to profit or logs for the year 42,396 (2,179) 40,217
Chazge for the year $(839,368) $(3.226)  $(842,599)
QGains (losses) on cash flow hedges:
Gains (10sses) arising for the year $(117,566) $34,434 $(83,132)
Reclassification to profit or loss for the year 86,745 (1,679} 79,066
Change for the year 5(30,821) $26,755 $(4,066)
Remeasurements of defined benefit plan:
Gains (losses) arising for the year $70,500 $(36,415) $34,085
Change for the year ) $70,500 $(36,415 334,085
Other comprehensive income (loss) $(529,292) $(89,283) $(618,575)
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17. Cash Flow Information

Supplemental cash flow information for the years ended March 31, 2018 and 2017 was as follows:

Thousands of U.S. dollars

Millions of yen
March 31, 2018 March 31, 2017 March 31, 2018
Non-cash investing and financing activities:
Exchange ‘of assets:
Fair value of assets received ¥ ¥7.261 $—
Carrying amounts of assets surrendered - 5,459 -

Changes in lisbilities and assets arising from financing activities for the years ended March 31, 2018 were mainly composed of

the foilowing.
Millions of yen
Bonds and borrowings Other Total
Changes in liebilities and assets arising from

financing activities {figures in parentheses indicate

decrease in liabilities): .
Changes from financing cash flows ¥(189,508) ¥(26,094) ¥(215,602)
Changes arising from obtaining or losing control _
of subsidiaries or other businesses ' (14,424) (3,639) (18,063)
The effect of changes in foreign exchange rates - (57,714) (5,630) (63,344)
Changes in fair values (6,651) 6,823 172

Th ds of U.S. dollars
Bonds and borrowings Other Total
Changes in liabilities and assets arising from

financing activities (figures in parentheses indicate

decrease in liabilities):
Changes from financing cash flows $(1,787,811) $(246,170) $(2,033,981)
Changes arising from obtaining or losing control
of subsidiaries or other businesses ‘ (136,076) (34,330) (170,406)
The effect of changes in foreign exchange rates (544,472) (53,113) (597,585)
Changes in fair values (62,745) 64,368 1,623
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18. Segment Information

(1) Operating Segments
The Companies’ operating segments by which the management evaluates performance and allocates resources are classified in
terms of the nature of the products and services. Each reporteble segment purchases, distributes and markets a wide variety of
industrial and consumer goods including raw materials and equipment relating to a wide variety of industries and, in addition,
provides the related financing, insurance and other services to these operations on a worldwide basis. The Companies have five
segments identified by products and services.

These segments are outlined as follows:

Food & Consnmer Products: Both domestically and internationally, the Foods sector produces and distributes all sorts
of foods such as fodder, soy beans, grain, sugar, processed food and beverages, raw matetials, foodstuffs for commercial
use, and agricultural and marine products. The Lifestyle sector includes apparel, footwear, tires, household goods, home
furnishings and sporting goods, 'and opetates various businesses from.planning, manufacturing, importing, and
wholesaling/reteiling of products to business investment. The Communication sector is involved in the system integration
business, the data communication network business, the mobile devices sales business. The Logistics sector operates
forwarding business and logistics centers, and the Insurance sector operates an insurance brokerage business, a reinsurance
business and other related businesses. The Finance sector operates asset and property managements, fund operations and
ather businesses, while the Real estate development sector deals with condominium development business, redevelopment
business, and other broad rangs businesses to provide various services.

Chemical & Forest Products: Both domestically and internationally, the Chemical sector handles a wide variety of goods
ranging from upstream, such as basic petrochemicals, to downstream, such as electronic materials and specialty chemicals.
Focusing on China, the Americas, Middle East and South East Asia as priority markets, this sector is conducting business
with a balance between investment and trade. The Agri-Input sector conducts agriculture material sales operation in the
U.S., UK. and other regions, as well as global trade business involving agrochemicals, fertilizers and raw materials of
fertilizers, with the aim of further expanding the earnings of the Company’s sgriculture-related business. The Forest
Products sector manufactures and distributes raw materials for paper production, paper and cardboard, and takes part in
afforestation projects and sells housing materials.

Energy & Metals: Both domestically and internationally, the Energy sector, which focuses on products related to energy
such as oil, gas and etc., takes part in various sorts of businesses which benefit from the development of resources through
retail channels such as ges stations. The Metals and Mineral Resources sector is engaged in the development business for
raw muaterials for production of steel and iron and nonferrous light metals. Also, this sector processes and sefls nonferrous
light metals, and is engaged in trading of raw materiats for steel and iron and nonferrous light metals, as well as producing,
processing and selling steel products in general including steel piates, steel pipes, and special steels. !

Power Business & Plant: Both domestically and internationally, this segment develops, invests in, operates and manages
a variety of power businesses including power genereting, distributing end transforming operations, energy related
infrastmcture operations, desalination and water treatment operations, traffic and infra-system operations and varicus fields
of industria! plants. In addition, this segment also delivers and contracts works of related equipment.

Transportation & Industrial Machinery: Both domestically and internationally, this segment focuses on domestic and
international trade (export and import) in aerospace and defense systems, automotive, construction, agricultural machinery
and other transportation-related machinery; loans and investments in wide-ranging fields such as wholesale, retail, retail
finance, leasing business, product development and services related to such transportation machinery; and trading,
possessing and chartering various cargo vessels, tankers and LNG carriers. ‘
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The Companies’ operating segment information for the years ended March 31, 2018 and 2017 was as follows:

Millions of yen
Food & Chemical & Power
Consumer Forest Energy & Business
March 31, 2018 Products Prodacts Metals & Piant
Revenue:
External custorners ¥4,421,374 ¥1,752,066 ¥705,217 225256
Inter-segment 5,356 1,374 311 527
Total 4,426,730 ¥1,753,440_ ¥705,528 ¥225,783
Gross trading profit ¥271,649 ¥203,.219 ¥58,016 ¥41,910
Share of profits (losses) of associates and joint ventures ¥14,336 ¥3,801° ¥38,582 ¥64,989
Profit (loss) for the year attributable to owners of the parent ¥73,529 ¥41,868 ¥21,936 ¥39,614
Segment assets ¥1,941,822 ¥1,180,020 ¥1,613,397 ¥1,120,314
Millions of yen
Transportation
& Industrial
March 31, 2018 Machinery " Other Consolidated
Revenue:
External customers ¥432.317 ¥4,107 ¥7,540,337
Inter-segment 3,281 (10,849} -
Total ’ ¥435,598 ¥(6,742) ¥7,540,337
Gross trading profit ¥110,184 ¥(7,741) ¥677,237
Share of profits (losses) of associates and joint ventures ¥26,583 ¥212 ¥148,503
. Profit (loss) for the year attributable to owners of the parent ¥#36,138 ¥(1,826) ¥211,259
Segment assets ¥722,153 ¥299,411 ¥6,877,117
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Thousands of U.S. dollars

Food & Chemical & ‘ Power
Consumer Forest * Energy & Business
March 31, 2018 Products Products Metals & Plant

Revenue:

External customers $41,711,076 $16,528,925 $6,652,991 $2,125,056

Inter-segment 50,528 12,962 2,934 4,972
Total $41,761,604 $16,541,887 $6,655,925 §2,130,028
Gross trading profit '$2,562,726 $1,917,160 $547,321 $395,377
Share of profits (losses) of assaciates and joint ventures $135,245 $35,859 $363,981 $613,104
Profit (loss) for the year attributable to owners of the parent $693,670 $394,981 $206,943 $373,717
Segment assets §138,319,076 $11,132,264 $15,220,726 510,569,000

Thousands of U.S. dollars
Transportation
] & Industrial
. March 31, 2018 Machinery Other Consolidated

Revenue: . R AR

External customers $4,078,462 $38,745  §71,135255

Inter-segment ' 30,953 (102,349) -
Total $4,109,415 $(63,604) §71,135,255
Gross trading profit 51,039,472 $(73,028) $6,389,028
Share of profits (losses) of associates and joint ventures $250,783 $2,000 $1,400,972
Profit (loss) for the year attributable to owners of the parent $340,925 $(17,227) $1,993,009
Segment assets 4 56,812,764 $2,824,632 $64,878,462
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Millions of yen
Food & Chemical & Power
Consumer Forest Energy & “ Business
March 31,2017 Products Products Metals & Plant

Revenue:

External customers ¥4,060,765 ¥1,810,376 ¥660,576 ¥235958

Inter-segment ¥7,593 ¥630 %260 ¥636
Total ¥4,068,358 ¥1,811,006 ¥660,836 ¥236,594
Gross trading profit o . ¥272,129 ¥185219 ¥26,155 ¥45,279
Share of profits (losses) of associates and joint ventures . . ¥14,034 ¥2,436 ¥19,429 ' ¥61,097
Profit (loss) for the year attributable to owners of the parent ¥58,729 ¥30,646 ¥(6,240) ¥56,508
Segment assets X1,765,541 ¥1,120,223 ¥1,691,231 ¥1,117,558

Millions of yen
Transportation
& Industrial
March 31, 2017 Machinery Other Consolidated

Revenue: : )

External customers ' ¥358,931 ¥2,199 ¥7,128,805

Inter-segment 2,406 (11,525) -
Total / ¥361,337 ¥(9,326) ¥7,128,805
Gross trading profit ¥93,316 ¥8,218) ¥613,880
Share of profits (losses) of associates and joint ventures ¥18,211 ¥(482) ¥114,725
Profit (loss) for the year attributable to owners of the parent ¥28,615 ¥(12,908) ¥155,350
Segment assets ' ¥797,380 ¥404,800 ¥6,896,733

Notes : (1) Effective from the fiscal year ended March 31, 2018, “Revenue” in accordance with IFRSs is presented in the operating
segment information. Prior to the fiscal year ended March 31, 2018, “Total volume of trading transactions” under
common Japanese accounting practice was presented as operatinig revenue in the operating segment information which
used to be regularly provided to the chief operating decision maker of the Company, and the operating segment
information presented here has been re-presented retrospectively accordingly.

(2) Effective from the fiscal year ended March 31, 2018, a certsin portion of “Food & Consumer Products” and “Other” has
been reclassified into “Chemical & Forest Products” and “Food & Consumer Products”, respectively.
(3) In conjunction with the above, operating segment information for the fiscal year ended March 31, 2017 has been restated

and is presented accordingly.

(4) Inter-segment transactions are generally priced in accordance with the prevailing market prices. )
(5) “Profit (loss) for the year attributable to owners of the parent” of “Other” includes profit/loss such as head office expenses
that are not allocated to the operating segments and inter-segment elimination. “Segment assets™ of “Other” include assets
such as cash and cash equivalents related to financing held for general corporate purposes that are not allocated to the

operating segments and inter-segment elimination.
{ P
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(2) Geographicsal information
Geographical information is categorised according to the region or country in which the assets, which are the sources of revenue,
are located.
Geographical information for the years ended March 31, 2018 and 2017 was as follows:

Revenue from extemal customers

Millions of yen Thousands of U.S. dollars

March 31,2018 March 31, 2017 March 31, 2018
Japan ¥3,806,312 ¥3,811,051 $35,908,604
United States 2,572,199 2,404,209 24,266,028
Singapore 285,108 239,376 2,689,698
Other 876,718 674,169 8,270,925
Total : ¥7,540,337 ¥7,128,805 $71,135,255

Note: There is no concentration of revenue from a specific customer for the years ended March 31, 2018 and 2017,

Non-current assets other than financial assets and deferred tax assets

Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31, 2018
United States ¥613,642 ¥638,976 $5,789,075
Japan 267,328 261,569 2,521,962
United Kingdom 135,240 152,481 1,275,849
Other 237,840 251,143 2,243,774

Total ¥1,254,050 . ¥1,304,169 $11,830,660
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19. 1ssued Capital Stock and Reserves

The number of shares authorised and issued at March 31, 2018 and 2017 were as follows:

- Number of shares

March 31, 2018 March 31, 2017
Class of share Ordinsry shares Ordinary shares
Authorised 4,300,000,000 4,300,000,000
Issued:
Balance at beginning of year ' _ 1,737,940,900 1,737,940,900
Chenge for the year ] . - -
Balance at end of year 1,737,940,900 1,737,940,900

Notes: (1) Common stock has no par value.
(2) TIssued stock is fully paid.

Treasury stock held by the Company and by its subsidiaries or associates at March 31, 2018 and 2017 was as follows:

March 31, 2018 March 31, 2017 " March 31, 2018
Shareholding Shareholding Shareholding
Number Millions Number Millions
Name of shares of yen of shares - of yen Thousands of U.S. dollars
The Company 2,406,660 ¥1,354 2,398,261 ¥1,347 $12,773
Subsidiaries and associates 177,659 25 189,677, 27 - 236
Total 2,548,319 ¥1379 2,587,938 ¥1,374 $13,009

The Companies Act of Japan provides that an amount equal to [0% of the amount to be distributed as distributions of capital
susplus (other than capital reserve) and retained earnings (other than legal reserve) be transferred to capital reserve and legal reserve,
respectively, until the sum of capital reserve and legal reserve equals 25% of the amount of issued capital.
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20. Other Equity Instruments

In August 2016, the Company obtained financing from domestic financial institutions through perpetual subordinated loans

(the “Loans™) in order to bolster its balance sheet.

As the Loans are classified as equity instruments in accordance with IFRSs, ¥243,589 million ($2,298,009 thousand) (after
deducting transaction costs of ¥6,411 million (860,481 thousand)) was recorded in “Other equity instruments” in the ‘Eqmty'
section of the Consolidated Statement of Financial Position.

Accrued interest on the Loans has not been recognised as a distribution to owners of other equity instruments at March 31,

2018 because such interest payment was discretionary and it was not determined at that date, The potential amount payable was

¥479 million ($4,519 thousand).
Overview of the Loans
(i)  Total amount of ¥250 billion (Tranche A: ¥100 billion, Tranche B: ¥150 billion)
financing obtained ‘ ’ ’

(ii) Due date of final
repayment

No specific maturity has been set, )

However, by giving prior notice the Company has the option to make early repayments
of the principal of Tranche A on August 16, 2021 and subsequent interest payment dates
and the principal of Tranche B on August 16, 2023 and subscqueut interest payment
dates.

(iii) Restrictions on
interest

The Company is able to suspend and defer interest payments at its discretion by giving
prior notice. However, if dividends on common stock, etc. are distributed, feasible and
reasonable efforts will be made to pay any such suspended interest and associated
additional interest.

(iv) Subordination clause

If a subordination event (e.g., liquidation) provided for in the contract occurs, the order
of repayment of the Loans will be subordinated to all senior creditors.

(v) Applicable interest
rate

Tranche A: 0.25% increase on and after interest payment dates in August 2026 and
another 0.75% increase on and after interest payment dates in August 2041
Tranche B: 0.25% increase on and after interest payment dates in August 2026 and
another 0.75% increase on and after interest payment dates in August 2043
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21. Dividends

Dividends on common stock recognised as distributions to shareholders of common stock for the years ended March 31, 2018

and 2017 were as follows:
Thousands of U.S. dollars
Millions of yen (Yen) (U.S. dollars)
March 31, 2018 March 31, 2017 March 31, 2018
Year-end dividend ¥23,430 ' ¥18,223 $221,038
(Dividends per share) 13.5) (10.5) (0.13)
[nterim dividead 21,694 16,488 204,660
(Dividends per share) (12.5) 9.5) 0.12)

Dividends on common stock which were approved by resolution of the Board of Directors after the year end but which have
not been recognised as distributions to shareholders of common stock for the years ended March 31,2018 and 2017 were as follows:
Thousands of U.S. dollars

Millions of yen (Yen) (U.S. dollars)
March 31, 2018 Merch 31, 2017 ‘March 31,2018
Year-end dividend . ¥32,107 ¥23,430 $302,896
(Dividends per share) (18.5) (13.5) (0.17)
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22. Share-based Payment
The Company has a stock option plan for its directors (excluding outside directors) and executive officers. Under the plan, each
stock option entitles stock acquisition right holders to acquire 100 shares of common stock at an exercise price equal to ¥1 ($0.01)
per share, ’ :
Stock acquisition right holders shall be able to exercise their stock acquisition rights for 33 years after the allo/unent date, on
and after (i) the day when three years have elapsed from the allotment date or (ii) the day following the date on which they cease
to be a director or executive officer of the Company, whichever is earlier.
A summary of the Company’s stock option activity is as follows:
Year ended March 31, 2018 Year ended March 31, 2017
Number of shares  "CRMCAMVENIEE o shares  TCBhIed average
exercise price exercise price
Outstanding at beginning of year 472,400 ¥1 (50.01) - -
Granted 532,300 ¥1 (50.01) 472,400 ¥l
Forfeited - - - -
Exercised - - - -
Expired = - - -
Outstanding at end of year 1,004,700 ¥1 (50.01) 472,400 ¥l
Bxercisable at end of year 40,900 ¥1 (50.01) = -

The exercise price and weighted average remaining contractual life at March 31, 2018 were ¥1 ($0.01) and 31.8 years,

The weighted average fair values of stock options under the Company’s stock option plan at the respective messurement
dates for the years ended March 31, 2018 and 2017 were ¥671 ($6.33) and %419, respectively.

The fair value of the stock options was measured using the Black-Scholes model. The expected volatility is measured based
on the historical share prices of the Company for a period corresponding to the expected option life. The assumptions used for
measuring the fair value are as follows:

Year ended March 31,2018 ‘
Portion allocated on | Portion allocated on | Year ended March 31, 2017
April 17,2017 July 10, 2017

Stock price at the measurement date ¥655 (36.18) ¥740 ($6.98) ¥78
Exercise price © ¥1 (50.01) ¥1 (50.01) ¥l
Expected volatility (%) 29.6 299 286
Expected option life (years) 3.0 3.0 3.0
Expected dividend yield (%) 31 KB 44
Risk-free interest rate (%) 0.2) 0.1) ' (0.4)

Stock compensation expenses recorded for the years ended March 31, 2018 and 2017 were ¥348 million ($3,283 thousand) and

¥180 million, respectively.
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23. Related Party Transactions
The Consolidated Financial Statements of the Company include following subsidiaries.

For the year ended March 31,2018

Company name Main businesses Area/Country Holding ratio
MX Mobiling Co., Ltd. Sale of mobile phone and related products Tokyo/Japan 100.00%
Wholesale of confecti , etc. ilers, : -
Yamaboshiya Co., Ltd. olesalo of confoctionery, etc. to mass retailers, y  a/Tapan 75.62%
convenience stores, etc,
i En Sale of petroleum and ?etochc.:mxcal Apmducts,
R & management and leasing of oil terminals and Tokyo/Japan 66.60%
Corporation L .
service stations
Marubeni Nisshin Feed
et Risshin e Manufacture and sale of feed Tokyo/Jepan 60.00%
Co., Ltd.
Amsterdam/
Axia P HoldingsB.V. O I 100.00%
a Power Holdings verseas power assets holding company Netherlands %
. . Company overseeing the Gavilon Group {engaged
Gavilon Agriculture
aviion Agrics in the business of consolidation and distribution of Nebraska/U.S.A. 100.00%
lnvestment, Inc. . -
grains, fertilizers, etc.)
Hel N - - . -
elena Agri-Enterprises, Sale 'of agncultural materials and provision of Tenmessea/U.S.A. 100.00%
LLC various services .
Marubeni Coal Pty. Ltd, Investment in coal busmess in Australia Brisbane/Australia 100.00%
’ Armsterdam/
beni LP Holdi V. I t i bust i i 009
Marubeni olding B.V. nvestment in copper business in Chile Netherlands 100.00%
. Exploration, development, production and sales of
Marub:
i eni Oil & Gas (USA) e oil and natural gas in the U.S. Gulf of Texas/US.A. 100.00%

Mexico

In addition to the above, the financial statements of the other 266 consolidated subsidiaries are included.

Total amounts of compensation to members of the board and corporate auditors of the Company for the years ended March
31,2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars

March 31, 2018 March 31, 2017 March 31, 2018
Cash compensation ¥574 ¥540 $5,415
Stock compensation-type stock options 98. 54 925
Tatal w672 ¥594 $6,340

The outstanding balances of receivables from and payables to the primary/major related parties of the Companies at March

31,2018 and 2017 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Outstanding  Outstanding  Outstanding ~ Ousstanding  Outstanding  Outstanding
receivables payables receivables paysbles receivables payables
Associates ¥121,340 ¥34,911 ¥133,796 ¥26,362 $1,144,717 $329,349
Joint Ventures 21,521 23,063 29,907 14314 203,028 217,575
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Revenue and purchases of goods with the main related parties of the Companies for the years ended March 31, 2018 and 2017

were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2018 March 31, 2017 March 31, 2018
Purchases Revenue Purchases Revenue Purchases Revenue
Associates ¥108,712 ¥91,715 ¥110,643 ¥78,158 31,025,585 $865,236
Joint Ventures 81,983 69,555 69,677 67,266 773,425 656,179
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24, Commitments and Contingent Liabilities

The Company and certain of its consolidated subsidiaries enter into long-term purchase contracts for certain goods and products in
chemical, metal and machinery industries at either fixed or variable prices. The Company and certain of its consolidated subsidiaries
generally enter into sales contracts for such purchase contracts with customers. The totel amounts of the long-term purchase
contracts were approximately ¥714,000 million ($6,735,849 thousand) and ¥662,000 million at March 31 2018 and 2017,
respectively.

The Company and certain of its consolidated subsxdxmes had commitments to make additional investments or loans in the
aggregate amounts of approximately ¥182,000 million ($1,716,981 thousand) and ¥224,000 million at March 31, 2018 and 2017,
respectively, of which capital expenditures in property, plant and equipment and intangible assets were approximately ¥31,000
million ($292,453 thousand) and ¥2,000 million, respectively, while comnutmenls to joint ventures were approximately ¥46,000
million ($433,962 thousand) and ¥53,000 million, respectively.

The Company and certain of its consolidated subsidiaries provide various types of guarantees for the obligations of their
associates and customers in the ordinary course of business. The guarantees mainly relate to the repayment of borrowings to third
parties. Should the guaranteed associates and customers fail to fulfill their obligations, the Company and certain of its consolidated
subsidiaries would be required to fulfill the obligations under these guarantees.

Qutstanding guarantees were ¥260,973 million ($2,462,009 thousand) and ¥3§ 7,619 million, including ¥192,551 miltion °
($1,816,519 thousand) and ¥294,394 million to associates and joint ventures, at March 31, 2018 and 2017, respectively. Outstanding
guarantees (total of guarantee payable) represent the maximum potential amount of future payments under the contracts without
any consideration of the likelihood of such obligations being incurred.

Therefore, such amounts do not represent the anticipated losses on these guarantees and indemnifications, and they greatly
exceed anticipated losses, Some guarantees are secured by counter guarantees provided for the Company and certain of its
consolidated subsidiaries by third parties. )

The amounts of counter guarantees provided for the Company and certain of its consolidated subsidiaries by third parties were
¥5,934 million ($55,981 thousand) and ¥25,353 million, including ¥3,302 million ($31,151 thousand) and ¥21,074 million relating
to the associates and joint ventures at March 31, 2018 and 2017, respectively.

The Company manages the risk of fulfillment of obligations under the guarantees by setting the appropriate line of credit and
by undertaking provisional measures in accordance with the credit risk rank to which each guaranteed customer belongs. The
Company determines the rank of each customer before entering into the guarantee agreements according to the customer’s credit
risk which is estimated and reviewed based on the customer’s financia! information. )

The likelihood of such obligations being incurred under the guarantees which would have a material effect in the Consolidated
Financjal Statements were estimated to be remote at March 31, 2018. A provision for loss on guarantees was recognised for the
amouns that was considered probable,

The Companies conduct business activities on a global scale and are involved in transactions which are subject to the oversight
by various types of authorities, both in Japan and abroad. Such business activities are exposed to risk and, from time to time, may
involve legal actions, claims or other disputes.

After the Supreme Court of Indonesia (“Supreme Court”) ruled in favor of the Company in a lawsuit on March 17, 2011
(hereinafter referred to as the “Previous Case™*), lawsuits were filed against the Company in South Jakarta and Gunung Sugih
(hereinafter collectively referred to as the “Two Current Cases™), in which substantially the same claims were made as in the
Previous Case, including a claim for compensation for damages. As the lower courts partialty ruled in favor of the plaintiffs, the
Company appealed to the Supreme Court. The Supreme Court handed down a ruling on the South Jakarta case on May 17, 2017,
and the Gunung Sugih case on September 14, 2017, respectively. )

* The Company hed receivables owed by PT. Indolampung Perkasa and PT. Sweet Indolampung—both of which belong to the
Indonesian emérprise group Sugar Group—and requested payment from such receivables. However, in response, Sugar Group
companies including the eforementioned two debtors (PT. Indolampung Perkasa, PT. Sweet Indolampung, PT. Gula Putih
Mataram, PT. Indolampung Distillery and PT. Garuda Pancaarta) sued the defendants including the Company for damages and
sought affirmation of the invalidity of the Company’s receivables and security interest.

83



-.Marubeni Corporation and Snbsidiaries
Notes to Consolidated Financial Statements (continued)

The Supreme Court’s decision on the South Jakarta case is as summarised below.

South Jakarta case:

To find four out of the six defendants, including the Company and Marubeni Europe PLC, Jomtly liable for damages in a total
amount of $250 million to the plaintiffs, i.e., five companies belongmg to Indonesian enterprise group Sugar Group (PT.
Indolampung Perkasa, PT. Sweet Indolampung, PT. Gula Putih Mataram, PT. Indolampung Distillery and PT. Garuda
Pancaarta).

The Supreme Court’s decision on the Gunung Sugih case is as summarised below.

Gunung Sugih case: '

To find five out of the seven defendants, including the Company, jointly liable for damages in a total amount of $250 million
to the plaintiffs, i.e., four companies belonging to Indonesian enterprise group Sugar Group (PT. Indolampung Perkasa, PT-
Sweet Indolampung, PT. Gula Putih Mataram and PT. Indolempung Distillery).

The Two Current Cases were brought before the courts again by the Sugar Group against the defendants including the Company,
making substantially the same claims as in the Previous Case. The decision above is deemed to contradict with the ruling on the
Previous Case by the Supreme Court itself, in which Sugar Group’s claims were rejected. Pursuant to Indonesian Supreme Court
legistation, the Company filed an application for judicial review (retnal) with respect to the South Jakarta case on October 24, 2017
and the Gunung Sugih case on February 6, 2018, respectively.

The Company did not recognise any provisions for litigation in regard to the South Jakarta and Gunung Sugih cases at March
31, 2018, having determined that there is a high possibility that the aforementioned ruling will be overturned as a result of such
judicial review (retrial).

In addition to the above, although there are certain outstanding litigations such as those relating to compensation for damages
and collection of receivables regarding infrastructure projects overseas at March 31, 2018, the outcome of these cannot be
determined at this time except the projects for which the Company has recognised losses. The Company provides no further
disclosures on these litigations since the Company believes that such disclosures would prejudice seriously the outcome of the
proceedings.



25.

Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued) -

Structured Entities

The Company and certein of its consolidated subsidiaries are involved in structured entities through investments and financing, but
do not include certain of such structured entities engaged in financing, leasing, etc. in their scope of consolidation. Total assets of
these unconsolidated structured entities at March 31, 2018 and 2017 were ¥264,580 million (32,496,038 thousand) and ¥391,400
wmillion, respectively. These structured entities mainly procure funds through bank loans.

Carrying amounts of assets and liabilities recognised in the Consolidated Statement of Financial Position relating to the
involvement in these unconsolidated structured entities and maximum exposures to assets, liabilities and lease contracts at March
31,2018 and 2017 were as follows: .
Millions of yen . Thousands of U.S. dollars

Classification March 31, 2018 March 31, 2017 March 31, 2018
Carrying amount of assets ¥374 ¥8,031 $3,528
Carrying amount of liabilities 15,211 15,043 143,500
Maximum exposures 92,979 110,196 877,160

26.

27.

The carrying amount of assets mainly consisted of “Investments in associates and joint ventures” in the year ended March 31,
2018 and “Notes, trade accounts and loans receivable™ in Non-current assets in the year ended March 31, 2017. The carrying amount
of liebilities mainly consists of “Notes and trade accounts payable” in Non-cusrent liabilities. The sum of the carrying amount of
assets and the carrying amount of liabilities is different from maximum exposures primarity due to lease contracts.

Maximum exposures represent the maximum potential amounts of losses precipitated through the decline in the price of assets
held and lease contracts. Therefore, such amounts bear no relationship to the anticipated amounts of losses through the involvement
in the structured entities.

Subseguent Events
The Company issued bonds as follows.

<USD-denominated unsecured bonds, first issue>

(i) Tota} amount of bonds is.;med $500 million

(i) Tntcrest rate 3.75% per annum

(iii) Issue price 99.612% of par value

(iv) Closing date April 17,2018

(v) Maturity date April 17, 2023

(vi) Redemption method Bullet (redemption in full at maturity)

(vii) Use of proceeds The net proceeds of the issue of the bonds will be used for general corporate purposes

Approval of Consolidated Financial Statements

The Conselidated Financial Statements were approved by the Board of Directors on June 22, 2018.
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Independent Auditor’s Report
The Board of Directors
Marubeni Corporation

We have audited the accompanying consolidated financial statements of Marubeni Corporation and its
consolidated subsidiaries, which comprise the consolidated statement of financial position as at March 31,
2019, and the 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, all
expressed in Japanese yen.

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 Finamcial Reporting Standards, and for designing and
operating such internal control as management determines is necessary to enable the preparation and fair
presentation of the consolidated financial staternents 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. The purpose of an audit of the consolidated financial statements is not to express an opinion
on the effectiveness of the entity’s internal control, but in making these risk assessments the auditor
considers internal controls 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. 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 overa!l presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropnatc 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 Marubeni Corporation and its consolidated subsidiaries as at March
31,2019, and their consolidated financial performance and cash flows for the year then ended in conformxty
with International Financial Reporting Standards.

Convenience Transiation

We have reviewed the translation of these consolidated financial statements into U.S. doliars, presented for
the convenience of readers, and, in our opinion, the accompanying consolidated financial statements have
been properly translated on the basis described in Note 1.

é"“‘—‘% sHinWikon LLC.

Tokyo, Japan
June 21, 2019

A member e of Emst & Young Global Limed



Marubeni Corporation and Subsidiaries

Consolidated Statement of Financial Position ‘

Thousands of

U.S. dollars
Millions of yen (Note 1)
Assets March 31, 2019 March 31,2018 Mareh 31, 2019
Current assets: ‘ '
Cash and cash equivalents (Notes 5, 23 and 24) ¥509,288 ¥625,834 §4,588,180
Time deposits (Note 23) 250 1,046 2,252
Investment securities (Note 23) 151 0 1,360
Notes, trade accounts and loans receivable (Notes 5, 17, 23 and 24) 1,289,196 1,315,336 11,614,379
Other current financial assets (Note 23} 182,208 213,941 1,641,514
Inventories (Notes 6 and 24) 900,472 835,021 8,112,360
Assets classified as held for sale 35,438 61,452 319,261
Other current assets 241,546 226,141 2,176,090
Total current assets 3,158,549 3,278,771 28,455,396
Non-current assets:
Investments in essociates and joint ventures (Notes 9, 24 and 25) 1,732,712 1,764,169 15,610,018
Other investments (Notes 23 and 25) 292,752 322,628 2,637,406
Notes, trade accounts and loans receivable (Notes /7 and 23) 132,328 138,715 1,192,144
Other non-current financial assets (Note 23) 79,511 72,492 716,315
Property, plant and equipment (Notes 7, 1] and 24) 926,092 905,479 8,343,171
Intangible assets (Notes 5 and §) 379,941 293,583 3,422,892
Deferred tax assets (Note 10) 45,806 45,233 412,667
Other non-current assets 61,386 56,047 553,027
Total non-current assets 3,650,528 3,598,346 31,887,640
Total assets ¥6,809,077 ¥6,877,117 $61,343,036 -




~ Marubeni Corporation and Subsidiaries
Consolidated Statement of Financial Position (continued)

Liabilities and equity

Millions of yen

Thousands of
U.S. dollars

{Note 1)

March 31, 2019 March 31, 2018 March 31, 2019

Current liabilities:
Bonds and borrowings (Notes 21 and 23)
Notes and trade accounts payable (Note 23)
Other current financial liabilities (Note 23)
Income tax payable
Liabilities directly associated with assets held for sale
Other current liabilities (Notes 13 and 17)
Total current liabilities

Non-current labilities:

Bonds and borrowings {Note 23)

Notes and trade accounts payable (Notes 23 and 25)

Other non-current finencial liabilities (Note 23)

Accrued pension and retirement benefits (Note 12) -

Deferred tax liabilities (Note 10)

Other non-current liabilities (Mote 13)

Total non-current liabilities
Total liabilities

Equity:

Issued capital (Note 14)

Capital surplus (Note 14)

Other equity instruments (Note 15)

Treasury stock (Note [4)

Retained earnings (Note /4)

QOther components of equity:

Gains (Tosses) on financial assets measured at fair val

comprehensive income (Note 23}
Foreign currency trenslation adjustments (Note 23)
Gains (losses) on cash flow hedges (Note 23)

Equity attributable to owners of the parent

Non-controlling interests (Note 5)
Total equity

Total liabilities and equity

ue through other

478,387 ¥611,756 $4,309,793
1,273,196 1,374,022 11,470,234
275,217 370,103 2,479,433
17,7718 17,858 160,162
359 - 3,234
421,489 - 387,975 3,797,198
2,466,426 2,761,714 22,220,054
1,889,990 1,930,948 17,026,937
11,566 16,713 104,198
74,404 66,316 670,306
89,764 79,099 808,685
107,783 95,944 971,018
97,418 90,746 877,640
2,270,925 2,279,766 20,458,784
4,737,351 5,041,480 42,678,838
262,686 262,686 2,366,541
139,898 135,295 1,260,342
243,589 243,589 2,194,495
(1,384 1379 (12,469)
1,163,472 1,014,709 10,481,730
7912 82,596 647,856
131,178, 76253 1,181,784
(33,610) (42,278 (302,793)
1,977,741 1,771 475 17,817,486

93,985 64,162 846,712
2,071,726 1,835,637 18,664,198
¥6,877,117 561,343,036

6,809,077

See accompanying Notes to Consolidated Financial Statements.



Marubeni Corperation and Subsidiaries

Consolidated Statement of Comprehensive Income

Thousands of
U.S. dollars
Millions of yen (Note I)
Year ended Year ended Year ended

March 31, 2019 March 31, 2018 March 31, 2019

Revenue:
Sales of goods (Notes 4 and 17) .
Commissions on services end trading margins (Notes 4, 17 and 23)
Total revenue (Notes 4, 17 and 26)
Cost of goods sold (Notes 7, 8 and 23)
Gross trading profit (Note 4)

Other income (expenses):
Selling, general and administrative expenses (Notes 7, 8 and 12)
Gains (losses) on property, plant and equipment:
Impairment losses (Notes 7 and 8)
Gains (losses) on sales of property, plant and equipment
Other-net (Notes 18 and 23)
Total other income (expenses)

Finance income (expenses):
Interest income (Note 23
Interest expenses (Note 23
Dividend income (Note 23)
Gains (losses) on investment secunties (Notes 5 and 23)
Total finance income {expenses)

Share of profits of associates and joint ventures (Notes 4 and 9)
Profit before tax :

Income taxes (Note 10)
Profit for the year

Profit for the year attributable to:
Owners of the parent (Note 4)
Non-controlling interests

¥,197,705  ¥7,361,808  $64,844,189
203,551 178,529 1,833,793
7,401,256 7,540,337 66,677,982
(6,671,581)  (6,863,100)  (60,104,333)
729,675 677,237 6,573,649
(556,666) (559.183)  (5,015,009)
(17,803) (5.197) (160,387)
2,597 3,728 23,39
10,742 (35,063) 96,775
(561,130 (595,715) (5,085,225)
15,950 13,526 143,694
(46,807) (34,948) (421,685)
37,336 21254 336,360
28,517 25,147 256,910
34,996 24,979 315,279
85278 148,503 768,270
288,819 255,004 2,601,973
(49,535) (38,429) (446,261)
¥239,284 ¥216,575 $2,155,712
¥230,891 ¥211,259 52,080,099
8,393 5316 75,613
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Marubeni Corporation and Subsidiaries
Consolidated Statement of Comprehensive Income (continued)

Thousands of
U.S. dollars
Millions of yen (Note I}
Year ended Year ended Year ended
March 31, 2619 March 31,2018 March 31, 2019
Other comprehensive income:
Items that will not be reclassified to profit or loss:
Gains (losses) on finencial assets measured at fair value through other
comprehensive income (Notes 19 and 23) H12.485) ¥1,151 12477
Remesasurements of defined benefit plan (Notes 12 and 19) (7,301) 3,916 (65,775)
Changes in other compmhensxlve income of associates and joint ventures (5.659) 2,070 (50,982)
(Note 9)
Items that will be reclassified to profit or loss:
Foreign currency trenslation adjustments (Notes /9 and 23) 47,308 (86,554) 426,198
Gains (losses) on cash flow hedges (Notes 19 and 23) 4,777 (2,779) 43,036
Changes in other comprehensive income of associates and joint ventures 13,639 @13) 122,874
(Note 9)
Other comprehensive income, net of tax 40,279 (65,569) 362,874
Total comprehensive income for the year ¥279,563 ¥151,006 $2,518,586
Total compreheusive income for the year attributable to:
Owners of the parent ¥270,904 ¥145,671 $2,440,577
Non-controlling interests 8,659 5,335 78,009
U.S. dollars
Yen Note 1)
Year ended Year ended Year ended
March 31,2019 March 31, 2018 March 31, 2019°
Basic earnings per share attributable to shareholders of the parent
Note 20) ¥130.74 ¥119.43 $1.18
Diluted earnings per share attributable to shareholders of the parent
(Note 20) ¥130.62 ¥119.37 §1.18

See accompanying Notes to Consolidated Financial Statements,



Marubeni Corporation and Subsidiaries
Consolidated Statement of Changes in Equity

Millions of yen

Equity attributable to owners of the parent

Other components of equity -
s (losses) on |

financial assets :
Issued  Capital é)th‘?; Treasury  Retained measurcd at fair m
capital  swplus gl d, stock”  camings valuethrough SRR
comp‘;ISI:lcernsive adjustments
Year ended March 31, 2019 income
Balance at April 1, 20 18 ¥262,686 ¥135,295 ¥243,589 ¥(1,379) ¥1,014,709 ¥82,596 ¥76,253
Curulative effect of applying new
accounting standards ad’ — (1,17
interpretations (Note 3)
Profit for the year (Note 4) 230,891

Other comprehensive income (Noze 19) 17,594) 54,925
Purchases and sales of treasury stock 0 (6]

Dividends (Note 16) (61,611)
Equity transactions with non-

cgnu'tglling interests and others 4,603 (748)
Distribution to owners of other equity

financial instruments (4,035)

Transfer from other components

of equity to retamed eam%n@ (Note 23) (14,617) 6910
Transfer to non-financial assets ar non-

financial liabilitics (Note 23)

Balance at March 31, 2019 ¥262,686 ¥139,898 ¥243,589 ¥(1,384) ¥1,163,472 ¥71912 ¥131,178
Millions of yen
Equity attributable to owners of the parent
Other components of equity - ) Total equity Non-
- Geins attributable controlling  Total equi
osses)  Remeasurements Other ; & quity
t(aln casg of defined benefit components ‘°§f“{§§“ interests
flow plan of equity parent
hedpes
Balance at April 1, 2018 ¥K42,274) ¥—  ¥116575 ¥1,771475 ¥64,162 ¥1,835,637
Cumulative effect of applying new
accounting standards and {1,117) (1,117)
interpretations (Note 3)

Profit for the year (Note 4} 230,891 8,393 239,284
Other comprehensive income (Note 19) 10,389 {7,707 40,013 40,013 266 40,279
Purchases and sales of treasury stock (5) 5)
Dividends (Note 16) (61,611) (7,350} (68,961)
Equity transactions with non-
m;]nu'tgllling interests and gthels 3,855 28,514 32369
Distribution to owners of other equi
fnancial insemmeats T (4,035) 4,035
Transfer from other components - —
of equity to retamed eampi:gs {Note 23) 7,707 14,617
Transfer to non-financial assets or non-
financial liabilities (Note 23) (1,725) ,725) (1,725 (1,725)

Balance at March 31, 2019 ¥33,610) ¥—  ¥169480 ¥1,977,741 ¥93,985 ¥2,071,726




-Marubeni Corporation and Subsidiaries
Consolidated Statement of Changes in Equity (continued)

Thousands of U.S. dollars (Note 1)
Equity attributable to owners of the parent

_O_t!%m;t__cmmﬂw_
Gaws (losses.

. Other R on financial Forei
Issued Capital equi Treasury Retained  assets measured wrf.g.fgf
capital surplus instr%thms stock eamings tﬁ:'o fﬁgb v:ltg:r 'crgns]aﬁgn
comprehensive adjustments

Year ended March 31, 2019 . income
Balance at April 1, 2018 $2,366,541 $1,218,874 $2,194,495 §(12,423) $9,141,523 $744,108 $686,964
- Cumulative effect of applying new

accounting standards 7 M - (10,063)

interpretations (Note 3) .

Profit for the year (Note 4) 2,080,099

Other comprehensive income (Note 19) (158,505) 494,820

Purchases and sales of treasury stock 0 (46)

Dividends (Note 16) ] (555,054)

Equity transactions with non- -

coq!?u%ling interests and others 41,468 (6,739)

Distribution t: of other equi

ﬁnanci; instrumen str owngs iy (36,351)

Transfer from other components

of equity to retained eam%ggs (Note 23) (131,685) 62253

Transfer to non-financial assets or non-

financial liabilities (Note 23)
Balance at March 31, 2019 © $2,366,541 51,260,342 $2,194,495 ${12,469) $10,481,730 $647,856  $1,181,784

Thousands of U.S. dollars (Note I}
Equity attributable to owners of the parent
Other components of equity Total equi Non- .
Gains — pemeasurements  Other  ettrib let¥o ”l;‘mm'm"“g Total equity
(tlzgssi&?og? of defined benefit components owners of the

hedges _ plan of equity parent

Balance at April 1, 2018 $(380,847) $— $1,050.225 $15959235 §578,036 $16,537:271
iﬁ%%ig%gym new (10,063) (10,063)
Profit for the year (Note 4) 2,080,099 75,613 2,155,712
Other comprehensive income (Note /9) 93,595 (69,432) 360,478 360,478 2,396 362,874
Purchases and sales of treasury stock (46) (46)
Dividends (Note 16 ' (555.054)  (66216) (621270
o e others 34729 256883 291612
Rl omge of s oy ‘ o1 e
ey WAV o mas - -
B oano Enaneial gy or non- (15.541) (15541)  (15541) (15,541)

Balance at March 31,2019 $(302,793) §— S1526847 S$17,817486  $846,712 $18,664,198




Marubeni Corporation and Subsidiaries
Consolidated Statement of Changes in Equity (continued)

Millions of yen

Equity attributable to owners of the parent

Other components of equi
ains (10SSes,

Other on financial :

Issued Capital ~ Treas: Retained  assets measured Foreign

capital suar'ialns . equity stocll‘cry earni at fair value currency
instruments ngs

through other a%?gssggtls

comprehensive
Year ended March 31, 2018 e
Balance at April 1, 2017 . ¥262,686 ¥142,881 ¥243,589  ¥(1,374) ¥856,647 ¥54,606 ¥165,310
Profit for the yeaf (Note 4) ‘ ' 211,259
Other comprehensive income (Note 19) 20,397 (89,057)
Purchases and sales of treasury stock 1 5)
7
Dividends (Note 16} (45,124)
Equity transactions with non-
coq;‘u'tgllmg mterests and others (7.587)
Distribution to owners of other equity
financial instruments (4,010)
Transfer from other components '
of equity to retained eamglgs (Note 23) (4,063) 7,593
" Transfer to non-financial assets or non-
financial liabilities (Note 23)
Balance at March 31, 2018 ¥262,686 ¥135,295 ¥243,589  ¥(1,379) ¥1,014,709 ¥82,596 ¥76,253
Millions of yen
Equity attributable to owners of the parent
Other components of equity Total equity Non-
Gamns attributable controlling  Total equity
(losses) Remeasurements Other t0 owners interests
on C of defined benefit components of the
flow plen of equity parent
hedges
Balance at April 1, 2017 "¥(40,622) ¥—  ¥179294 ¥1,683,723 ¥59,035  ¥1,742,758
Profit for the year (Note 4) 211,259 . 5316 216,575
Other comprehensive income (Note 19) (458) 3,530  (65.588)  (65,588) 19 (65.569)
Purchases and sales of treasury stock 4 @
Dividends (Note 16) (45,124 (5802)  (50926)
ity transactions with non- ' '
wﬁm interests and others (7.587) 5,594 (1,993)
Distribution to owners of other equi
financial instruments ity (4.010) (4,010)
Transfer from other components
of equity to retained eampiggs (Note 23) (3.530) 4,063 v -
Transfer to non-financial assets or non-
financial liabilities (Note 23) ' (1,194) (1L194)  (1,194) - (1,194
Balance at March 31, 2018 ¥(42,274) ¥— ¥116,575 ¥1,771,475 ¥64,162  ¥1,835,637

See accompanying Notes to Consolidated Financial Statements.



Maruberi Corporation and Subsidiaries
Consolidated Statement of Cash Flows '

Thousands of

U.S. doliars
Millions of yen (Note 1)
Year ended Year ended Year ended

March 31, 2019 March 31,2018 March 31, 2019

Operating activities:
Profit for the year
Adjustments to reconcile profit for the year to net cash provided by (used in}
opersting activities:
Depreciation and amortisation
(Gains) losses on property, plant and equipment
Finance (income) expenses i
Share of profits of associates and joint ventures -
Income taxes .
Changes in notes and accounts receivable
Changes in inventories .
Changes in notes and trade accounts payable
Other-net
Interest received
Interest paid
Dividends received
[ncome taxes paid
Net cash provided by (used in) operating activities

Investing activities (Note 21):

Net (increase) decrease in time deposits

Proceeds from sale of property, plant and equipment

Proceeds from sale of investment property

Collection of loans receivable

Proceeds from sale of subsidiaries, net of cash and cash equivalents
disposed of

Proceeds from sale of investments in associates and joint ventures,
and other investments " -

Purchase of property, plant and equipmeht

Purchase of investment property

Loans provided to customers

Acquisition of subsidiaries,
net of cash and cash equivalents acquired (Note 5)

Purchase of investments in associates and joint ventures,
and other investments

Net cash provided by (used in) investing activities

.

¥239,284 216,575 $2,155,712
113,541 120,331 1,022,892
15,206 1,469 136,991
(34,996) (24,979) (315,279)
(85.278) (148,503) (768,270)
49,535 38,429 446,261
65,190 (135,801) 587,297
(42,7717 (102,626) (385,378)
(127,896) 158,159 (1,152,216)
14,096 56,719 126,990
11,414 9,607 102,829
(44.202) (35.069) - (398,216)
152,765 126,086 1,376,261
{40,987) (26,974) (369,252)
284,895 253423 2,566,622
803 171 7,234
5,968 15,647 53,766
544 246 4,901
33,061 31,658 297,847
12,022 51,722 108,306
123279 63366 1,110,622
(93.221) (103,176) (839,829)
9 - (406) (622)
(14,872) (11,488) (133,982)
7,172 (22.990) . 64,613
(52,159) (74,492) (469,901)
22,528 (49,742) 202,955



Marubeni Corporation and Subsidiaries
Consolidated Statement of Cash Flows (continued)

. Thousands of
U.S. doflars
Millions of yen (Note 1)

Year ended Year ended Year ended

March 31, 2019 March 31, 2018 March 31, 2019
Financing activities (Note 21): -
Net increase (decrease) in short-term borrowings ¥(163,088) ¥41,733 $(1,469,261)

Proceeds from long-term bonds and borrowings 254,166 229,867 2,289,784
Repayments of long-term bonds and borrowings (43(.146) (487,202) (3,929,243)
Dividends paid to sharcholders of the parent (Note /6) (61,611) . (45,124) (555,054)
Net cash outflows on purchases and sales of treasury stock ()] (15) (81)
Capital contribution from non-controlling interests 79 2,420 712
Achmsmon of additional interests in subsidiaries from non-controlling ©0.425) (L,375) (84,910)
nterests '
Distribution to owners of other equity instruments (4,035) (4,010) (36,351)
Other (7,351) (5,801) (66,227
Net cash provided by (used in) financing activities (427,420) (269,507) (3,850,631)
Effect of exchange rate changes on cash and cash equivalents 3451 (13,312) 31,090
Net increase (decrease) in cash and cash equivalents (116,546) (79,138) (1,049,964)
Cash and cash equivalents at beginning of year 625,834 704,972 5,638,144
Cash and cash equivalents at end of year ¥509,288 ¥625,834 $4,588,180

See accompanying Notes to Consolidated Financial Statements.
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements

1. Business Overview
Marubeni Corporation (the “Company”) is 'a corporation domiciled in Japan. The Company and its domestic and overscas
subsidiaries, which are controlled by the Company mainly through direct or indirect holdings of the majority of voting rights (together
the “Companies™), engage in import and export trading of domestic and overseas products and commodities, including domestic and
offshore trading in ficlds which cover a wide range of commodities such as Food, Consumer Products, Chemical & Forest Products,
Energy & Metals, Power Business & Plant, Transportation & Industrial Machinery, and others.” In addition, the Companies offer
various services and engage in diversified businesses such as investments in domestic and foreign businesses, exploration of natural
resources and others. ‘
The translation of Japanese yen amounts into U.S. dollar amounts for the year ended March 31, 2019 and at March 31, 2019 is
included solely for the convenience of readers outside of Japan and has been made at ¥111 to $1, the exchange rate prevailing on
March 31, 2019. The translation should not be construed as a representation that the Japanese yen amounts could be converted into
U.S. dollars at this or any other rate.
2. Basis of Presentation
(1) Statements of Compliance .
The Company’s Consolidated Financial Statements have been prepared in accordance with the [FRSs issued by the International
Accounting Standards Board. As the Company meets the requirements of a “Specified Company applying Designated
International Financial Reporting Standards”, pursuant to Article 1-2 of the Ordinance on Terminology, Forms and Preparation
Methods of Consolidated Financial Statements (Ordinance of the Ministry of Finance No. 28 of 1976, the “Consolidated Financial
Statements Ordinance™), it has applied the provisions of Article 93 of said Ordinance.

(2) Functional Currency and Presentation Currency
The Consolidated Financial Statements of the Company are presented in Japanese yen, the functional currency of the Company,
-and amounts of less than one million yen are rounded to the nearest million yen.

(3) Use of Estimates and Judgments .
Preparation of the Consolidated Financial Statements requires management to make accounting estimates and assumptions, as
necessary that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the end
of the reporting period as well as the reported amounts of revenues and expenses for the reporting peried. Actual results could
differ from those estimates ang assumptions due to their inherent uncertainty. Accounting estimates and assumptions that could
significantly affect the Consolidated Financial Statements are as follows;

+ Write-down of inventories (Note 6 “Inventories™)

+ Impairment of property, plant and equipment (Note 7 “Property, Plant and Equipment”)

* [mpairment of intangible assets (Note 8 “Intangible Assets™)

* I[mpairment of investments in associates and joint ventures (Note 9 “Associates and Joint Ventures”)
+ Recoverability of deferred tax assets (Note 10 “Income Taxes™)

+ Defined benefit obligation (Note 12 “Employes Benefits™)

- Provisions (Note 13 “Provisions™}

* Valuation of financial instruments (Note 23 “Financial Instrurnents and Related Disclosures™)

+ Contingent liabilities (Note 27 “Commitments and Contingent Liabilities™)

Information related to judgments made by the Company that could significantly affect the Consolidated Financial Statements
in the process of applying the accounting policies are as follows:
* Scope of subsidiaries, associates and joint ventures (Note 5 “Business Combinations™)
* Accounting for leases (Note [1 “Leases™)
+ Classification of liabilities and equity (Note 15 “Other Equity [nstruments™)
* Revenue recognition (Note 17 “Revenue™)
+ Derecognition of financial assets (Note 23 “Financial Instruments and Related Disclosures™)
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

3. Siguificant Accounting Policies
(1) Basis of Measurement
The Consolidated Financial Statements, es stated in the accounting policies below, have been prepared on an historical cost basis,
with the exception of certain current assets, financial instruments, and assets and liabilities relating to the post-employment benefit
plan, which are measyred at fair value,

(2) Basis of Consolidation
The Consolidated Financial Statements of the Company include the accounts of all domestic and foreign subsidiaries under the
control of the Company either through direct or indirect ownership of a majority voting interest or by other means. Intercompany
transactions and accounts between the Companies are climinated To align the reporting periods of subsidiaries that have &
financial year end that is different from the financial year end of the Company (March 31) due to unavoidable reasons such as
compliance with the local legal system of the country in which they operate, subsidiaries prepare ‘additional financial statements
as of the financial year end date of the Company and similar such adjustments.

(3) Business Combinaﬁons
The Companies use the acquisition method of accoummg for all business combinations. The acqmsmon cost is the aggregate of
the consideration transferred measured at acquisition date fair value, plus any previously held equity interest in the acquiree
remeasured at its acquisition date fair value and any non-controlling interest in the acquiree. The amount of any non-controlling
interest is measured as elected for each business combination either at fair value or at the proportionate interest in the identifiable
net assets of the acquiree. :

Any difference between the fair value and the carrying amount of the equity interest m the acquiree prevxously held at the
time control is obtained is recognised in profit or loss. Further, any other comprchenswe income that had been previously
recognised in connection with the equity interest in the acquiree is treated in the same way as a disposal of the equity interest.
Acquisition costs incurred are recognised in profit or loss.

The Companies perform any necessary classification and designation of identifiable assets acquired and liabilities assumed
based, in principle, on the contractual terms, economic conditions, business or accounting policies, and other appmpnatc
conditions that exist on the acquisition date.

(4) Investments in Associates and Joint Ventures
Associates refer to investees over which the Companies have the ability to exercise significant influence through such factors as
the ownership of 20% to 50% of the voting interest in the entity and other factors.

A joint venture is & joint arrangement whereby the Companies, as the parties that have joint control of the arrangement, have
rights to the net assets of the arrangement. Joint control is the contractually agreed sharing of control of an arrangement, which
exists only when decisions about the relevant activities require the unanimous consent of the parties sharing control.

The Companies accouat for investments in associates and joint ventures under the equity'meﬁmd. Under the equity method,
investments in associates and joint ventures are normally recorded at cost, adjusted for the Companies’ share of the change in the
net assets of these associates and joint ventures since the acquisition date. Any dividends received from these associates and joint
ventures are subtracted from the carrying amount of investments in associates and joint ventures.

The Companies’ share of the profit or loss of the associates and joint ventures is included as “Share of profits of associates
and joint ventures” in the Consolidated Statement of Comprehensive Income. The Companies’ share of any change in other
comprehensive income recognised by the associates and joint ventures is recognised in other comprehensive income. Any
unrealised profit arising from the transactions between the Companies and the associates and joint ventures is eliminated against
the Companies’ interest in associates and joint ventures, Certain adjustments are made to achieve unification of the accounting
policies of the associates and joint ventures with those of the Companies.

12



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

To align the reporting periods of associates and joint ventures accounted for under the equity method that have a financial
year end that is different from the financial year end of the Company (March 31) due to unavoidable reasons such as the
relationship with other shareholders, the associates and joint ventures prepare additional financial statements as of the financial
year end date of the Company and similar such adjustments. . '

If it is determined, after the initial application of the equity metbod to investments in associates and joint ventures, that there
is objective evidence of impairment based on all available information, the carrying amount of investments in associates and joint
ventures is reduced to their recoverable amounts and the difference is recognised in profit or loss as an impairment foss.

The Companies determine, ateach reporting date, whether there is an indication that the recognised impairment loss may no
longer exist or may have been reduced. If there is such an indication, the Companies estimate the recoverable amount of
investments in associates and joint ventures. If the estimated recoverable amount exceeds the carrying amount of the investment,
a reversal of impairment logses is recognised in profit or. loss to the extent of the increase in the recoverable amount of the
investment since the recognition of impairment losses, and is recogm'seci only up to the amount of impairment losses that have
been recognised in the past.

If the Companies lose significant influence or joint control over any associates and joint ventures, such investments in
associates and joint ventures are measured at fair value. Specifically, the difference between; the fair value of any residual interests
plus the proceeds from the partial disposal of interests in associates or joint ventures, and the carrying amount of the investment
at the date on which control was lost, is recognised in profit or loss. Any other comprehensive income previously recognised under
the equity method is accounted for in the same manner as a disposal of assets or liabilities related to the other comprehensive
income of the associates and joint ventures,

(5) Foreign Currency Trauslation
The Consolidated Financial Statements of the Companies are presented in Japanese yen, the functional currency of the Company.
Each entity in the consolidated group determines its functional currency in consideration of, among other factors, the cconomic
environment in which it operates, and it measures the iterns in its financial statements using its own functional currency.

- Assets and liabilities included in the financial statements of foreign operations are translated into Japanese yen at the reporting
date rates. income and expenses are translated at the average rates prevailing for the reporting period. The resulting transiation
adjustments are recognised in other comprehensive income and the cumulative translation adjustments are recognised in other
components of equity. ' ' '

On disposal of a subsidiary that results in loss of control, all cumulative translation adjustments related to the foreign
operation that have been recognised in other components of equity are reclassified to profit or loss. In a partial disposal of a
subsidiary that does not result in loss of control, the corresponding share of the cumulative translation adjustment that has been
recognised in other components of equity is reclassified to non-controlling interest rather than profit or loss.

On disposal of an associate or joint venture that results in loss of significant influence or loss of joint control, the fill amount
of the cumulative translation adjustment that has been recognised in other components of equity is reclassified to profit or loss. In
a partial disposa! of an associate or joint venture that does not result in loss of significant influence or loss of joint control, the
corresponding proportionate share of the cumulative transiation adjustment that has been recognised in other components of equity
is reclassified to profit or loss.

(6) Cash and Cash Equivalents

The Companies include deposits in banks and certificates of deposit with a remaining maturity of 3 months or less at the acquisition
date in cash equivalents.
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

(7) Financial Instruments
(i) Financial assets

Initial recopnition and measurement

Financial assets to which IFRS 9 Financial Instruments (“IFRS 9”) applies are classified as follows: debt instrument financial
assets are classified as either debt instrument financial assets measured at amortised cost, debt instrument financial assets
measured at fair value through other comprehensive income (*Debt instrument financial assets measured at FVTOCI”) or debt
instrument ﬁnmcial assets measured at fair value through profit or loss (“Debt instrument financial assets measured at FVTPL™);
equity instrument financial assets are classified as either equity instrument financial assets measured at fair value through other
comprehensive income (“Equity instrument financial assets measured at FVTOCI”) or equity instrument financial asssts
measured at fair value through profit or loss (“Equity instrument financial assets measured at FVTPL™). The Companies
determine such classifications at initial recognition of the financial assets.

Debt instrument financial assets measured at FVTPL and Equity instrument financial assets mcasured at FVTPL are
measured at fair value at initial recognition and financial assets other than those are measured at fair value plus transaction costs
at initial recognition.

For purchases or sales of financial assets under contracts with terms requiring delivery of the asset within the time frame
established generelly by regulation or convention in the marketplace concerned (regular way purchase or sale), the purchase or
sale is recognised on the trade date on which the Com;ism‘es become a party to the contract for the financial asset.

Financial assets of the Companies include cash and cash equivalents, debt instrument financial assets including notes, trade
accounts and loans receivable, equity instrument financial asssts, and derivative financial assets.

Subsequent measurement
After initial recognition, financial assets are measured according to their category as follows:

Debt instrument financial assets measured at amortised cost

The Companies measure debt instrument financia] assets at amortised cost if both of the following conditions are met:-
> The asset is held within a business model whose objective is to hold assets in order to coliect contractual cash flows; and
+ 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. ) L
After initial recognition, a debt mstrument financial asset for which these conditions are satisfied is measured at amortised
cost calculated using the effective interest method less any impairment losses. Interest using the effective interest method is
recognised as part of finance income (or expenses) in the Consolidated Statement of Comprehensive Income.
The Companies may, at initial recognition, make an irrevocable election to designate a debt instrument financial asset that .
meets the conditions for classification as measured at amortised cost mentioned above as Debt instrument financial assets
measured at FVTPL, if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Debt instrument financial assets measured at FVTOCI

The Companies measure debt instrument financiat assets at fair value through other comprehensive income if both of the
following conditions are met:
» The asset is held within a business model whose objective is both to hold assets in order to collect contractual cash flows

and sell financial assets; and .

+ 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.

After initial recognition, & debt instrument financial asset for which these conditions are satisfied is measured at fair value
with any change in fair value recognised in other comprehensive income. The cumulative amount of the change in fair value
recognised in other comprehensive income is recognised in other components of equity. However, interest arising from Debt
instrument financial assets measured at FVTOCI is recognised as part of finance income (or expenses) in the Consolidated
Staternent of Comprehensive Income. When Debt instrument financial assets measured at FVTOCI are derecognised of, the
cumulative change in other comprehensive income shall be reclassified to profit or loss,

The Companits may, at initial recognition, meke an irrevocable election to designate a debt instrument financiel asset that
meets the conditions for classification as measured at fair value through other comprehensive income mentioned above as Debt
instrument financial assets measured at FVTPL, if doing so eliminates or significantly reduces an accounting mismatch that
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

would otherwise arise.

- Debt instrument financial assets measured at PL
The Companies classify the following debt instrument financial assets as Debt instrument financial assets measured at FVTPL:
(i) debt instrument financial assets that either do not meet the conditions for classification as measured at amortised cost or Debt
instrument financial assets measured at FVTOCI at initial recognition or (if) those that meet the conditions for classification as
measured at amortised cost or Debt instrument financial assets measured at FYTOCI but are designated as Debt instrument
fmancial assets measured at FVTPL under an election made by the Companies at initial recognition.

After initial recognition, changes in the fair values of financial assets classified as Debt instrument financial assets measured
#t FVTPL are mainly recognised as revenue or finance income (or expenses) in the Consolidated Statement of Comprehensive
Income.

Equity instrument financial assets measured at FYTOCI

The Companies make an irrevocable election at initial recognition to (or not to) designate equity instrument financial assets that
are not held for trading as Equity instrument financial assets measured at FVTOCI.

After initial recognition, equity instrument financial assets designated as Equity instrument financial assets measured at
FVTOCI are measured at fair value with any change in fair value recognised in other comprehensive income. The cumulative
amount of the change in fair value recognised in other comprehensive income is recognised in other components of equity.
However, dividend income arising from Equity instrument financial assets measured at FVTOCI is recognised as pan of finance
income {or expcnses) in the Consolidated Statement of Comprehensive Income.

instrument financial assets measured at PL
The Companies classify the following financial assets as Equity instrurnent financial assets measured at FVTPL: (i) equity
instrument financial assets that are held for trading and (i) equity instrument financial assets not designated as Equity instrument
financial assets measured at FVTOCI at initial recognition. '
* After initial recognition, changes in the fair values of financial assets classified as Equity mstmment financial assets
measured at FVTPL, together with the related dividend, are mainly recognised as part of finance income (ot expenses) in the
Consolidated Statement of Comprehensive Income. '

Derecognition
The Companies derecognise a financial asset in the following situations:
+ When the contractual rights to receive the cash flows of the financial asset are cxtmguzshed
* When the contractual rights to receive the cash flows of the financial asset are transferred or when the Compames retain
their contractual rights to receive the cash flows of the financial asset, but assume a contractual obligation to pay those cash
flows to one or more of the ultimate payees without significant delay under a pass-through arrangement and substantially all
the risks and rewards of ownership are trensferred to the transferec; and
+ When the contractual rights to receive the cash flows of the financial asset are transferred or when the Companies retain
their contractual rights to receive the cash flows of the financial asset, but assurme a contractual obligation to pay those cash
flows to one or more of the ultimate payees without significant delay under a pass-through arrangement and substantially all
the risks and rewards of ownership of the financial asset are neither transferred nor retained, but control over the financial
asset is transferred.

Where substantially all the risks and rewards of ownership of the financial asset are neither transfesred nor retained and
control over the transferred financial asset is retained, the Companies continue to recognise the financial asset to the extent of
their continuing involvement. . .

When Companies continue to recognise the financial asset to the extent of their continuing involvement, any liabilities
arising in refation to such continuing involvement are recognised. The continuing involvement in the financial asset and any
liabilities arising in relation to such continuing involvement are measured on the basis of the rights and obligations held by the
Companies.



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued) -

Impairment of debt instrument financial assets measured at amortised cost and Debt instrument fimancial assets

measured at FVTOCY
The Companies recognise the allowance for doubtful accounts on expected credit losses for financial assets classified as debt

instrument financial assets measured at amortised cost and Debt instrument financial assets measured at FVTOCL ctc. Ifrecovery
is difficult, impossible or expected to take a considerable amount of mne due to the credit deterioration of the counterparty, it is
deemed that default has occurred.

If, at each reporting date, the credit risk ona financial instrument hes not increased significantly since initial recognition,
the Companies measure the allowance for doubtful accounts at an amount equal to the expected credit losses that result from
default events possible within the 12 months after each reporting date (“12-month expected credit losses™). At each reporting
date, the Companies measure the allowance for doubtful accounts at an amount equal to the expected credit losses that result
from all possible default events over the expected life of the financial instrument (“lifetime expected credit losses™) if the credit
risk on the financial instrument has increased significantly since initial recognition. However, the Companics always measure
the allowance for doubtful accounts at an amount equal to lifetime expected credit losses for trade accounts receivable, etc

The Companies recognise in profit or loss the amount of expected credit losses or reversal necessary to adjust the allowance
for doubtful accounts at each reporting date to the amount that is required to be recognised.

Impairment losses are recognised in the Consolidated Statement of Financial Position by deducting them directly from the
carrying amount of the respective assets in the case of debt securities and by recognising an allowence in the case of financial
assets other than debt securities, Impairment losses arising from trade accounts receivable, etc. are recognised as part of selling,
general and administrative expenses and those arising from other assets are recognised as part of finance income (or expenses)
in the Consolidated Statement of Comprehensive Income.

(ii) Financial liabilities

Initial recognition and measurement

Financial liabilities to which IFRS 9 applies, are classified as follows: financial liabilities are clessified as financial liabilities

measured at amortised cost unless they are financial liabilities measured at fair value through profit or loss (“Financial liabilities

measured at FYTPL"). The Companies determine such classifications at the initial recognition of the financial liabilities.
Financial liabilities measured at FVTPL are measured at fair value at initial recognition and financial liabilities classified

as financial liabilities measured at amortised cost are measured at fair value less transaction costs at initial recognition.
Financial liabilities of the Companies include corporate bonds and loans payable, notes and trade accounts payable,

derivative financial liabilities, etc.

Subsequent measurement
After initial recogition, financial lisbilities are measured according to their classification as follows:

Financial liabilities measured at L
Financial liabilities designated as Financial liabilities measured at FVTPL are measured at fair value.

After initial recognition, changes in the fair values of Financial liabilities measured at FVTPL togeﬂmr with the related
interest expense are mainly recognised as part of finance income {or expenses) in the Consolidated Statement of Comprehensive
Income. However the amount of changes in the fair value of the financial liabilities that is attributable to changes in the credit
risk of the entity is recognised as other comprehensive income in the Consolidated Statement of Comprehensive Income.

Financial liabilitics measured at amortised cost
_ Financial liabilities not classified as Financial liabilitics measured at FVTPL are measured at amortised cost.
After initial recognition, financiat liabilities measured at amortised cost are measured at amortised cost using the effective
interest method. Amortisation using the effective interest method is recognised.as part of finance income (or expenses) in the
Consolidated Statement of Comprehensive Income.
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Marubeni Corporation and Subsidiaries
. Notes to Consolidated Financial Statements (continued)

Derecognition
The Companies derecognise a financial liability only when the undertying obligation specified in the contract i3 performed,

discharged, cancelled or expires.

v An exchange of financial liabilities with substantially different terms or a substantial modification of the terms of an exmtmg
financial lisbility is accounted for as the derecognition of the original financial liability and the recognition of a new financial
liability, and the difference between the carrying amount of these liabilities is recognised s part of finance income (or expenses)
m the Consolidated Statement of Comprehensive Income.

Financial guarantee contracts
The Company and certain consolidated subsidiaries, in the normal course of their business, issue various guarantees for

obligations owed by associates and general trade partners (“guaranteed parties™). These are issued to third parties to guarantee
the repayment, mainly of loans which the guaranteed parties have borrowed from external parties. When a guaranteed party fails
to perform its obligations, the Company and cextm.n consolidated subsidiaries are obligated to perform the obhg;auons in
accordance with the relevant financial guarantee contract,

Liabilities recognised for such financial guarantee contracts are measured at initial recognition at the present value of the
total guarantee premiums to be received by the guarantor over a future period under the financial guarantee contract adjusted for
directly attributable transaction costs. ARer initial recognition, these lisbilities are amortised over the financial guarantee period
on a systematic basis and the amortised amounts are recognised in profit or loss. However, if the estimated amount required to
settle any such current guarantee obligations at the reporting date exceeds the amount initially recognised less cumulative
amortisation, the balance of any such liability is recognised at the estimated amount required to settle such current guarantee
obligations at the réporting date, and any resulting difference is recognised in profit or loss,

(iiif) Offsetting of financial instruments
A financial asset and a financial liability are offset and the net amount is presented in the Consolidated Statement of Financial
Position when, and only when, the Companies currently have a legally enforceable right to set off the recognised amounts and
intend either to settle on a net basis or to realise the asset and settle the liability simultaneously.

(iv) Fair value of financial instruments
The fair value of financial instruments at the end of cach reporting period is measured based on the markzt price in an active
market. [f the market in which & financial instrument is traded is not active or po active market exists for the financial
instrument, fair value is determined by using an appropriate valuation technique.

(8) Derivatives and Hedge Accounting
Initial recognition and subsequent measurement
The Companies recognise derivatives as assets or liabilities at fair value. For derivatives designated as qualifying hedging
instruments, subsequent changes in fair value are recognised according to the objective and designation of the hedge. Subsequent
changes in the fair value of derivatives not designated as qualifying hedging instruments are recognised in profit or loss.

Fair value hedges
If the objective of holding a derivative is to hedge the exposure of changes in the fair value of the hedged item (as a fair value

hedge), changes in the fair value of the derivative are recognised in profit or loss and are offset against the changes in the fair
value of the hedged assets, liabilities, or firm commitments.

When financial instruments measured at amortised cost are designated as hedged items, aﬁcr recognising the difference
between the carrying amount and the fair value of such hedged items in profit or loss, the adjusted financial instruments are
amortised through profit or loss using the recalculated effective interest rate.

The Companies use fair value hedges mainly for hedging the exposure of changes in the fair value of goods or firm
commitments to purchase goods and the exposure of changes in the fair value of assets and liabilities with a fixed interest rates
arising from changes in interest rates.

Cash e
Changes in the fair value of derivatives designated as cash flow hedges, which are held to hedge the exposure to variability in
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Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

cash flows of the hedged items, are recognised in other components of equity until changes in the fair value of the hedged item
are recognised in profit or loss. However, the ineffective portion of the changes in the fair value of such derivatives is recognised
in profit or loss. The Companies use cash flow hedges for hedging the exposure to variability in cash flows of forecast purchases
of goods, sales of goods, etc. arising from changes in prices and exchange rates and the exposure to variability in interest cash
flows of a floating rate interest bearing assets and liabilities arising from changes in interest rates.
The amounts that have been recognised in other components of equity relating to such hedging instruments are rcclassnﬁsd
“to profit or loss when the hedged transaction affects profit or loss. However, if & hedged item is a recognised non-financial asset
or non-financial liability, the amounts that have been recognised in other components of equity relating to the kedging instrument
are reclassified as adjustments to the initial carrying amount of the non-financial asset or non-financial liability.
If a forecast transaction or firm commitment is no longer expected to occur, the Companies discontinue hedge accounting,
. Accordingly, any amounts that had been recognised in other components of equity while the hedge was effective are reclassified
to profit or loss when hedge accounting is discontinued. Changes in the fair value of the derivative after hedge accounting is
discontinued are recognised in profit or loss prospectively as it is no longer a hedging instrument. However, to the extent that such
a previously hedged forecast transaction continues to be expected to occur even ifhedge accounting is discontinued, amounts that
had been recognised in other components of equity before the discontinuation of hedge accounting remain in other components
of equity until the forecast transaction occurs.

Hedges of a net investment in a foreign operation
Where the objective of holding a derivative and other non-derivative hedging mstruments, such as loans payable, is to hedge the

foreign currency risk of a net investment in a foreign operation (as & hedge of a net investment in a foreign operation), changes in
the fair value of the hedging instruments attributable to changes in exchange rates are recognised in other components of equity
to the extent that the hedge is effective. Of the changes in the fair values of derivative and other non-derivative hedging instruments
which are due to exchange rate movements, the portions related to any ineffectiveness or any parts outside the hedge effectiveness
assessment are recognised in profit or loss.
The cumulative amount of changes in the fair value of hedging instruments attributable to changes in exchange rates that -

have been recognised in other components of equity under a hedge of a net investment in a foreign operation is reclassified to
profit or loss when the underlying foreign operation is disposed of.

(9) Inventories
Inventories, which mainly consist of commodities, merchandise, and real estate held for sale, are measured at the lower of cost
{mainly 5pecific or moving average cost) and net realisable value, If the net realisable value is lower than cost, the difference is
expensed as a write-down and the amount of the write-down is directly deducted from the carrying amount of inventories.

Net realisable value is the estimated selling price in the ordinary course of busmess less the estimated costs of completion
and the estimated costs necessary {0 make the sale.

When the cause of a write-down no longer exists, or when there is clear evidence of an increase in net realisable value due
to changes in economic conditions, reversals of such write-downs are recognised. The carrying amount after reversal is recognised
at the lower of cost or the revised net realisable value, and the amount of the reversal of write-downs is recognised in profit or
loss. . ‘

Inventories held for generating profits from short-term fluctuations in market prices are measured at fair value less costs to
sell, with fluctuations in fair value less costs to sell recognised in profit or loss in the period in which such flucteations occur.

(10) Property, Plant and Equipment
Items of property, plant and equipment are recognised initially at acquisition cost including transaction costs. Acquisition cost
includes borrowing costs directly attributable to the acquisition, construction, etc. of assets requiring a considerable time period
before they can be used as intended. The present value of the estimated costs for the disposal of an item of property, plant and
equipment at the end of its useful life is included in the acquisition cost of the item if the recognition criteria for provisions are
met, and are recognised as an expense through depreciation over the useful life of the item.

After initial recognition, the Companies apply the cost model to items of property, plant and equipment and measure such
assets at acquisition cost less accumulated depreciation and accumulated impairment loss, The depreciable amount of items of
property, plant and equipment is allocated over each period for the useful life of each item through depreciation, mainly on a
straight-line basis over the useful life of each item (buildings and structures from 2 to 60 years, machinery and equipment from 2
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to 45 years), or the units of production method based on reserve estimation. Land is not depreciated. If an item of property, plaut
and equipment includes one or more significant parts, each significant part is individually depreciated.

The Companies derecognise an item of property, plant and equipment when they have disposed of it or when it is no longer
expected (0 produce any future economic benefits through use or disposal. The difference between the net disposal proceeds of
the item and its carrying amount is recognised in profit or loss when the item is derecognised.

The basis of depreciation of property, plant and equipment, such as residual value, useful life, and depreciation method, is
reviewed at each reporting date. When there is a change in the basis of depreciation, the depreciation charge is adjusted
prospectively as a change in an accounting estimate.

(11) lntangiblc Assets
" Intangible assets other than goodwill
Inmngxble assets acquired separately are measured at initial recognition at acquisition cost. The acquisition cost of intangible
assets acquired in a business combination is measured at the acquisition date fair value. After initial recognition, the Companies
apply the cost model to intangible assets and measure such essets at acquisition cost less accumulated amortisation and
accumulated impairment loss. Internally generated intangible assets are expensed in the period in which they are incurred, unless
they satisfy the criteria for capitalisation.

Intangible assets are classified as either intangible assets with finite useful lives or intangible assets with indefinite useful
lives.

The amount of intangible assets with finite useful lives subject to amortisation is allocated as an expense over each period
for the useful life of each asset (franchises and customer relanonshxps approximately from 2 years to 45 years, software
approximstely from 3 years to 20 years) through amortisation, mainly on a straight-line basis. The basis of amortisation of these
intangible assets, such as useful life and depreciation method, is reviewed at the end of cach reporting period. When there is a
change in the basis of amortisation, the amortisation cherge is adjusted prospectively as a change in accounting estimate.

Intangible assets judged to have indefinite useful lives are not subject to amortisation, and the Companies review, at the end
of each reporting period, whether the events or circumstances supporting such a judgment continue to exist. If the judgment that
the useful life is indefinite is no longer valid, the intangible asset is reclassified from an intangible asset with an indefinite life to
an intangible asset with a finite useful life, with amortisation charges adjusted prospectively as a change in an accounting estimate.
~ The Companies derecognise an item of intangible assets when they have disposed of it or when it is no longer expected to
produce any future economic benefits from its use or disposal. The difference between the net disposal proceeds of an intangible
asset ariging from its derccognition and its carrying amount is recognised in profit or loss when the asset is derecognised.
Goodwil
Goodwill is recogmscd as the excess of (i) the aggregate of the consideration transferred measured at acquisition date fair value
the acquirer’s pre\nously held equity interest in the acquiree remeasured at acquisition date fair value, and the amount of any
non-controlling interest in the acquiree (hereinafter collectively referred to as “the aggregate amount of consideration”) over (if)
the net of the acquisition date fair values of the identifiable assets acquired and the liabilities assumed. The amount of non-
controlling interest is measured for each business combination either at acquisition date fair value or at the acquirer’s
proportionate interest in the identifiable net assets of the acquiree. If the total amount of consideration is less than the fair value
of the identifiable net assets of the acquired subsidiary, the difference is recognised in profit or loss.

After initial recognition, goodwill is not subject to amortisation and is measured at acquisition cost less accumulated
‘impaixment loss. For impairment testing purposes, goodwill acquired in a business combination is, on or after the acquisition
date, allocated to cash-generating units or groups of cash-generating units that are expected to receive benefits from the business
combination.

If an operation within a cash-generating unit or a group of cash-generating units to which goodmll has been allocated is
disposed of, the portion of goodwill related to the operation to be disposed of is included in the carrying amount of the operation
for the purpose of calculation of the disposal gain or loss. Goodwill is allocated on the basis of the refative percentage of the
values of the business to be disposed of and the remaining portion of the cash-generating unit, unless there is a more reasonable
method.
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(12) Oil, Gas and Mineral Resources Mining Activities

Costs associated with the exploration, evaluation and development of oil and gas are accounted for based on the successful efforts
method. Costs associated with the acquisition of vested mining rights, costs associated with the drilling and construction of
exploratory wells and development wells, and related facilities are capitalised; and costs associated with exploratory wells are
expensed when it has been demonstrated that the wells have no commercial viability, while other costs associated with
exploration and evaluation, including geographical survey costs, are recognised as expenses when incurred. Costs associated
with the exploration and evaluation of mineral resources are recognised as &n expense as they are incurred until such time as the
commercial viability of the mining activities is demonstrated.

Capitalised costs associated with exploration, evaluation and development are recognised as property, plant and equipment
(machinery and equipment). Additionally, expenditures associated with the acquisition of rights to explore, etc. are recognised
as intangible assets and reclassified as property, plant and equipment (machinery and equipment) and depreciated by the units of
production method based on regerve estimation when their technical feasibility and economic viability have been demonstrated.

When facts and circumstances suggest that the carrying amount of an exploration and evaluation asset may exceed its
recoverable amount, such carrying amount is written down to its recoverable amount.

(13) Leases
The Companies engage in the business of leasimg non-current assets as lessors and lease non-current assets as lessees under
finance leases and operating leases.
Whether or not ar arrangement is {or contains) a lease is determined at the inception of the lease based on the substance of
that arrangement considering whether the performance of that arrangement depends on the use of a specific asset or group of
assets, and whether the right to use the asset is transferred under the terms of that arrangement.

Accounting as lessee
For finance leases that transfer substantially all of the risks and rewards incidental to ownership of the asset, an asset and a

hubrl[ty are recognised on the commencement of the lease term in the Consolidated Statement of Financial Position at the lower
of the fair value of the leased asset, determined at the inception of the lease, or the present value of the minimum lease payments
calculated at the inception of the lease. Lease payments are apportioned between finance charges and reduction of the outstanding
liability, and finance charges are calculated so that they are equivalent to a constant interest rate on the balance of the liability.
Finance charges are recognised as expenses over the lease term and contingent rents are recognised as expenses in the period in
which they are incurred. Leased assets are depreciated over the period of expected use by a method consistent with the
depreciation method for other similar assets owned by the lessee. The period of expected use is the useful life of the asset if the
transfer of ownership is reasonably certain, or the shorter of the lease term or the useful life of the asset if the transfer of ownership
is not reasonably certain,

Lease payments under an operating lease are recognised as expenses on a straight-line basis over the lease term unless
another systematic basis is more rcprescntatwc of the pattern by which the user of the asset obtains benefits from use of the asset.
Contingent reats are recognised as expenses in the period in which they are incurred. -

Accounting as lessor

For finance leases that transfer substantially all the risks and rewards incidental to ownership of the asset, a lease receivable is
recognised on the commencement of the lease term at an amount that equals the net investment in the lease at the inception of
the Jease. Initial direct costs incurred by the lessor are recognised as part of net investment in the lease in principle.

For operating leases, the leased assets are presented in the Consolidated Statement of Financial Position according to the
nature of the assets and are depreciated by a method consistent with the depreciation method for other similar assets owned by
the lessor. Lease income is recognised on a straight-line basis over the lease term unless another systematic basis is more
representative of the pattern by which the user of the asset obteins benefits from use of the asset. Initial direct costs incurred by
the lessor are included in the camrying amount of the leased asset and are recognised as expenses over the jease term as
corresponding lease income is recognised.
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(14) Impairment of Non-financigl Assets Other than inventories ’

Impairment losses .
The Companies assess, at the end of each reporting period, whether there is an indication that an asset may be impaired.
Property, plant and equipment, and intangible assets with finite useful lives:

If there is an indication that an asset may be impaired, the recoverable amount of the asset is estimated.
Intangible assets with indefinite useful lives and goodwill:

Ifthere is an indication that an asset may be impaired, the recoverable amount of the asset is estimated. The Companies also
evaluate whether the carrying amount of an asset exceeds its recoverable amount on a regular basis (at least annually), irespective
of whether there is any indication that an asset may be impaired. ‘

The recoverable amount of an asset is the higher of asset’s or cash-generating unit’s fair value less costs of disposal and its
value in use. This determination is made for individual assets, unless an individual asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets. If the recoverable amount of an asset or cash-generating unit
is less than its canymg amount, the carrying amount is reduced to the recoverable amount and that reduction is recognised as an
impairment toss. Value in use is calculated as the present value of the estimated future cash flows discounted at a discount rate
reflecting the time value of money and the current market evaluation of the risks inherent in the asset.

Reversals of impairment losses
The Companies assess, at the end of each repoxting period, whether there is an indication that the recognised impairment losses

in prior periods for an asset may no longer exist or may have decreased. If there is such an indication, the Companies estimate
the recoverable amount of the asset. If the estimated recoverable amount exceeds the carrying amount of the asset, a reversal of
impairment losses is recognised to the extent that the carrying amount after the reversal does exceed the carrying amount (after
deducting accumulated depreciation or accumulated amortisation) that would have been determined had the impairment losses
not been recognised previously. Reversal of impairment losses is recognised in profit or loss.

However, impairment losses recognised in respect of goodwill are not reversed under any circumstances.

(15) Non-current Assets Held for Sale and Discontinued Operations
The Companies classify a non-current asset (or disposal group) as held for sale if its carrying amount will be recovered principally
through a sale transaction rather than through continuing use and the following conditions are met:
+ [tis available for immediate sale in its present condition based solely on usual or customary conditions; and
« Sale is highly probable.
A non-current asset or disposal group classified as held for sale is measured at the lower of its carrying amouat and fair
value less costs to sell. - :
Depreciation or amortisation is discontinued for a non-current asset or disposal group for the year in which it is classified
as held for sale.

(16) Provisions

The Companies recognise a provision when (i) they have a present obligation (legal or constructive} as a result of a past event,
(ii) it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and (iii) a
reliable estimate can be made of the amount of the obligation. When the effect of the time value of money is material, the amount
of a provision is measured at the present value of the expenditure expected to be required to settle the obligation, discounted at
a discount rate reflecting the risks specific to the liability. Where discounting is used, the increase in the provision due to the

passage of time is recognised as finance expenses. ] _
For decommissioning obligations, a provision is recognised for the costs of demolition or removal of the asset, land
' restoration costs and expenditures incurred as a result of the use of the asset, and is added to the acquisition cost of the ‘asset.
Estimated costs and the discount rate applied are reviewed cvery year and any adjustment to the estimated amount is accounted
for as a change in eccounting estimate. The effect of changes in estimated costs or the discount rate applied is added to or deducted

. from the carrying amount of the related asset.
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(17) Post-empioyment Benefits
The Company and certain of its consolidated subsidiaries have defined benefit pension plans and lump-sum severance indemnity
plans covering substantially all employees. The Companies measure the present value of defined benefit obligations and the post-
employment benefit costs based on the projected unit credit method for each plan. -

The effect of the remeasurement of a net defined benefit asset or liability is recognised in other comprehensive income and
is immediately reclassified from other components of equity to retained earnings. Such remeasurement consists of actuariat gains
and losses on the defined benefit obligation and the return on plan assets (excluding the amount of interest income on plan assets).
Past service cost is recognised immediately in profit or loss.

A net defined benefit asset or liability is calculated as the present value of the defined benefit obligation less the fair value
of the plan assets and is recognised as an asset or liability in the Consolidated Statement of Financial Position.

(18) Treasury Stock
If the Companies buy back their own equity instruments (treasury stock), such treasury stock is recogmsed at u:qmsmon cost
and is deducted from equity. No gain or loss is recognised in profit or loss at the time of purchase, sale, issuance or retirement of
treasury stock. The difference between the carrying amount and the sale proceeds is recognised in capital surplus.

(19) Share-based Payment
The Company has & stock option plan for its du-ectors {excluding outside directors) and executive officers. The fair value at the
grant date of the stock options are recognised as an expense over the period during which all the specified vesting conditions are
satisfied with a corresponding increase in equity. The fair value of the stock options is measured using the Black-Scholes model.

(20) Revenue
With the exception of interest, dividend, and other income recognised in accordance with IFRS 9 Financial [nstruments, the
Compsamies recognise revenue based on the following five-step approach if it is probable that the entity will collect the
consideration to which it will be entitled in exchange for the goods or services that will be transferred to the customer.
Step 1: Identify the contract with a customer
Step 2: Identify the performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the performance obligations in the contract
Step S: Recognise revenue when (or as) the entity satisfies a performance obligation

{21) Income and Other Taxes
Current tex
Taxes payable (receivable) at the end of each reporting period are measured at an amount expected to be due for payment to, or
refunded from, the taxation authorities. In measuring the amount of taxes, the Companies use the statutory tax rate or statutory
effective tax rate at the end of each reporting period.

Current tax related to items recognised in other comprehensive income is recognised in other comprehensive income,
whereas current tax related to items recognised directly in equity is recognised directly in equity. The Companies recognise the
financiel statement effects of tax positions when it is more likely than not, based on technical interpretations, that the tax posmous
will be sustained upon examination by the tax authorities.

_ Current tax assets and current tax liabilities are offset if the Companies currently have a legally enforceable right to set off
the recognised amounts of the assets and liabilities and intend either to settie on a net basis or to realise the asset and settle the
liability simultaneously. '

Deferred tax
Deferred tax assets and liabilities are recognised by the Companies based on differences between the carrying amount of assets
and liabilities in the Consolidated Financial Statements and their tax basis, and are measured using the enacted tax rates and tax
laws which will be in effect when the differences are expected to reverse.
Deferred tax liabilitics are recognised with respect to taxable temporary differences other than those arising in the following
cases:
+ Initial recogition of goodwill;
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+ Initial recognition of assets or liabilities arising from a transaction that is not a business combination and does not affect
accounting profit or taxable profit (loss) at the time of the transaction; and

* Taxable temporary differences associated with investments in subsidiaries, and associates or interests in joint ventures
if the parent, investor or party to a joint venture is able to contro] the timing of the reversal of the temporary difference,
and it is probable that the temporary difference will not reverse in the foreseeable future, '

Deferred tax assets are recognised for all deductible temporary differences, tax loss carryforwards, and unused tax credits
to the extent that it is probable that taxable profit will be available against which the deductible temporary difference, etc. can be
utilised, except as follows. Deferred tax assets or Habilities are not recognised where they arise from the initial recognition of
asseis or lisbilities as a result of transactions that are not a business combmzmon and which do not affect accounting profit or
taxable profit (loss) at the time of the transaction.

For deductible temporary differences associated with investments in subsidiaries and associates or interests in joint ventures,
a deferred tax asset is recognised to the extent that it is probable that the temporary différence will reverse in the foreseeable
future and it is probable that taxable profit will be available against which the temporary difference can be utilised.

The Companies review, at the end of each reporting period, whether it is probable that sufficient taxable profit will be
available to realise part or all of the benefit of the deferred tax assets, and reduce the amount of deferred tax assets to the extent
that it is no longer probable that such taxable profit will be available. The Companies also review unrecognised deferred tax
asses at the end of each reporting period and recognise them to the extent that it has become probable that ﬁ.lture taxable profit
will be available,

Deferred tax assets and deferred tax lisbilities are presented as non-cutrent assets and non-current liabilities, respectively.

Deferred tax related to items recognised in other comprehensive income is recognised in other comprehensive income,
whereas deferred tax related to items recognised directly in equity is recognised directly in equity. Deferred tax assets and
deferred tax liabilities are offset and presented net if, and only if, the Companies currently have a legally enforceable right to set
off current tax assets and current tax liabilities and either of the following two conditions is met:

* The deferred tax assets and the deferred tax lisbilities relate 10 income taxes levied by the same taxation authority on the
same taxable entity; and

+ The deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same taxation authority on
different taxable entities, end those entities intend either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future period.

(22) Reclassifications
In cases where the presentation of the Consolidated Financial Statements or the Notes to Consolidated Financial Statements has
been modified, reclassifications and format changes have been made to comparative information.

(23) Newly Applied Standards and Interpretations
From the year ended March 31, 2019, the Companies have applxcd the followmg standards and mterpretanons

Standards and interpretations Description

[FRS 9 Financial Instruments Changes'in qualifying criteria for impairment accounting, classification and measurement of
{Amended July 2014) ' financial assets '

IFRS 15 Revenue from Contracts Accounting for and disclosure of revenue recognition
with Customers

The application of the above-mentioned standards did not have a material impact on the Consolidated Financial Statements.
The cumulative effect of applying the above standards and interpretations were accounted for as adjustments to retained earnings
at the date of initial application.

(24) New Standards and Interpretations not yet Adopted
Major standards and interpretations issued by the date of approval of the Consolidated Financial Statements are as follows.
At March-31, 2019, the Company has not yet adopted the following standards and interpretations.
The primary impact of the application of IFRS 16 Leases in the Consolidated Financial Statements is expected to be that,
in principle, for all leases, right-of-use assets representing the right to use the underlying assets, and lease liabilities representing
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the obligation for the related lease payments, will be recognised in the Consolidated Statement of Financial Position. In addition,
_ depreciation and amortisation of such right-of-use assets, and finance charges for such lease liahilities will be recognised in the
Copsolidated Statement of Comprehensive Income. The application of [FRS 16 is expected to result in an increase in assets and -
lisbilities by approximately ¥250 billicn ($2,252 million) respectively, but is not expected to have a material impact on the
Consolidated Statement of Comprehensive [ncome.
Ofnote, the Companies will recognise the cumulative effects of initially applying the following standards and interpretations
at the dates of initial application.

Reporting periods on or after
' which the application are Reporting periods for
Standards and interpretations required adoption by the Company - Description
Financi . ’
IFRS 16 Leases Jemuary 1, 2019 b;:::;"’;;;“dmg Changes in lease accouating -
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4. Segment Information
(1) Operating Segments
The Companies’ operating segments by which the management evaluates performance and allocates resources are classified in
terms of the nature of the products and services. Each reportable segment purchases, distributes and markets a wide variety of
industrial and consumer goods including raw materials and equipment relating to a wide variety of industries and, in addition,
provides the refated financing, insurance and other services to these operations on a8 worldwide basis. The Companies have six
segments identified by products and services.
These segments are outlined as follows:

Food: Both domestically and internationally, this segment produces and distributes all sorts of foods such as fodder,
soybeans, grain, sugar, processed food and beverages, raw materials, foodstuffs for commercial use, and agricultural and
marine products.

Consumer Products: Both domestically and internationally, the Lifestyle sector includes apparel, footwear, household
goods, home farnishings and sporting goods, and operates various businesses from planning, manufacturing, importing,
and wholesaling/retailing of products to business investment. The Communication sector is involved in the system sofution
business, the network business, the mobile devices seles business. The Logistics sector operstes forwarding business and
logistics centres, and the Insurance sector operates an insurance brokerage business, a reinsurance business and other
related businesses. The Finance sector operates asset and property managements, fund operations and other businesses,
while the Real estate development sector deals with condominium development business, redevelopment business, and
ather broad range businesses to provide various services.

Chemical & Forest Products: Both domestically and internationally, the Chemical sector handles a wide variety of goods
ranging from upstream, such as basic petrochemicals, to downstream, such as electronic materials and specialty chemicals,
Focusing on China, the Americas, Middle East and South East Asia as priority markets, this sector is conducting business
with a batance between investment and trade. The Agri-Input sector conducts agriculture material sales operation in the
US., UK. and other regions, as well as global trade business involving agrochemicals, fertilizers and raw materials of
fertilizers, with the aim of further expanding the earnings of the Company’s agriculture-related business. The Forest
Products sector manufactures and distributes raw materials for paper production, paper and cardboard, and takes part in
afforestation projects and sells housing materials.

Energy & Metals: Both domestically and internationslly, the Energy sector, which focuses on praducts related to energy
such as oil, gas and ¢tc., takes part in various sorts of businesses which benefit from the development of resources through
tetail channels such as gas stations. The Metals and Mineral Resources sector is engaged in the development business for
raw materials for production of steel and iron and nonferrous light metals. Also, this sector processes and sells nonferrous
light metals, and is engaged in trading of raw materials for steel and iron and nonferrous light metals, as well as producing,
processing and selling steel products in general including steel plates, steel pipes, and special steels.

Power Business & Plant: B:nh domestically and internationally, this segment develops, invests in, operates and manages
a veriety of power businesses including power generating, distributing and transforming operations, cnergy related
infrastructure operations, desalination apd water treatment operations, traffic and infra-system operations and various ficlds
of industrial plants. In addition, this segment also delivers and contracts works of related equipment. This segment is also
enpaged in fund operations business targeted at overseas infrastructure assets.

Transportation & Industrial Machinery: Both domestically and internationally, this segment focuses on domestic and
international trade (export and import) in aerospace and defense systems, automotive, construction, agricultural machinery,
tires and other transportation-related machinery; loans end investments in wide-ranging fields such as wholesale, retail,
retail finance, leasing business, product development and services related to such transportation machinery, and trading,
possessing and chartering various cargo vessels, tankers and LNG carriers.
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The Companies’ operating segment information for the years ended March 31, 2019 and 2018 was as follows:

Millions of yen
Consumer Chemical & Energy &
Food Products Forest Metals
March 31, 2019 Products
Revenue:
Sales of goods ¥3,980,036 ¥270,655 ¥1,636,163 ¥753,835
Comumissions on services and trading margins 7,219 75,867 38,041 35,248
Total ¥3,987,255 ¥346,522 ¥1,674,204 ¥789,083
Gross trading profit ¥139,023 ¥123,640 ¥226,357 ¥86,419
Share of profits (losses) of associates and joint ventures ¥(24,669) ¥7,624 4,595 ¥41,970
Profit (loss) for the year attributable to owners of the parent ¥(3,069) ¥37,341 " ¥51,540 ¥67,855
" Segrnent assets ¥1,378,571 ¥578,017 ¥1,218,202 ¥1,634,844
Millions of yen
Power Transportation
Business & Industrial Other Consolidated
March 31, 2019 & Plant Machinery
Revenue: .
Sales of goods ¥176,577 ¥391379 ¥(10,940) ¥7,197,705
Commissions on services and trading margins 19,009 26,105 2,062 203,551
Total ¥195,586 ¥417,484 ¥(8,878) ¥7,401,256
Gross trading profit 345,519 ¥118,823 ¥10,106) ¥729,675
Share of profits (losses) of associates and joint ventures ¥22,142 ¥33,675 ¥59) ¥85,278
Profit (Ioss) for the year attributable to owners of the parent ¥30,758 ¥52,022 ¥(5,556) ¥230,891
Segment assets '¥1,078,380 ¥804,755 ¥116,308 6,809,077
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Thousands of U.S. dollars
Consumer Chemical & Energy &
Food Products Forest Metals
March 31, 2019 Products

Revenue:

Sales of goods $35,856,180 $2438333  $14,740207 $6,791,306

Commissions on services and trading margins 65,036 683,487 342,712 317,550
Total $35,921,216 $3,121,820 $15,082,919 $7,108,856
,Gross trading profit $1,252,459 $1,113,874 $2,039.252 3778,5 50
Share of profits (losses) of associates and joint ventures - ($222,243) $68.685 $41,396 $378,108
Profit (loss) for the year attributable to owners of the parent (827,649) ~ $336,405 $464,324 $611,306
Segment assets $12,419,559 $5,207,360 $10,974,793 $14,728,324

Thousands of U.S. doliars
Power Transportation )
Business & Industrial Other Consolidated
March 31, 2019 & Plant Machinery

Revenue:

Sales of goods $1,590,784 $3,525,937 ($98,558) $64,844,189

Commissions on services and trading margins 171,252 235,180 18,576 1,833,793
Total $1,762,036 $3.761,117 ($79,982) $66,677,982
Gross trading profit $410,081 $1,070,477 (891,044) $6,573,649
Share of profits (losses) of associates and joinf ventures $199,477 $303,378 ($531) $768,270
Profit (loss) for the year attributable to owners of the parent $277,099 $468,667 ($50,053) $2,080,099
Segment assets $9,715,135 $7,250,045 $1,047,820 $61,343,036
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Millions of yen
Chemical &
&
March 31, 2018 " Products
Revenue: ‘
Sa.les. of goods ¥3,979,503 ¥332,833 ¥1,717,692 ¥679,039
Commissions on services and treding margins ¥#,072 ¥69,141 ¥35,748 ¥26,489
Total . ¥3,983,575 ¥401,974 ¥1,753,440 ¥705,528
Gross trading profit ¥135,181 ¥117,343 ¥203,219 ¥58,016
Share of profits (losses) of associates and joint ventures ¥8,472 ¥5,742 ¥3,801 138,582
Profit (loss) for the year attributable to owners of the parent ¥42,321 ¥27,029 ¥41,868 ¥21,936
Segment assets \ ¥1,437,817 ¥451,816 ¥1,180,020 ¥1,613,397
Millions of yen
Power Transportation
Business & Industrial Other Consolidated
March 31, 2018 & Plant Machinery
Revcfmc; R
Sales of goods ¥198,241 ¥463,766 ¥9,266) ¥7,361,808
Commissions on services and trading margins 13,051 28,011 2,017 178,529
Total ¥211,292 491,777 ¥(7,249) ¥7,540,337
Gross trading profit 339,871 ¥131,487 ¥(7,880) ¥677,237
Share of profits (losses) of associates and joint ventures ¥64,989 ¥26,705 ¥212 ¥148,503
Profit (loss) for the year attributable to owners of the parent ¥38,900 ¥41,031 ¥(1,826) ¥211,259
Segment assets ¥1,111,024 ¥784,248 ¥298,795 ¥6,877,117

Notes: (I) Effective from the year ended March 31, 2019, “Food & Consumer Products” has been split into “Foed” and “Consumer
Products™. Certain portions of "Consumer Products” snd "Power Business & Plant" have been incorporated into

“Transportation & Industrial Machinery".

(2) Effective from the year ended March 31, 2019, the Companies changed the presentation of revenue to disaggregate “Sales
of goods” and “Commissions on services and trading margins”. The amount of inter-segment revenue is immaterial.

(3) In conjunction with the ebove, operating segment information for the year ended March 31, 2018 has been restated and is

presented accordingly.

(4) Inter-segment transactions are generally priced in accordance with the prevailing market prices.
(5) “Other” includes profit/loss such as head office expenses that aré not aflocated to the operating segments and inter-segment
elimination and assets such as cash and cash equivalents related to financing held for general corporate purposes that are not -

allocated to the operating segments.
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(2) Geographical information
-. Geographical information is categorised according to the region or country in which the assets, which are the soutces of revenue,
" are located. : _
Geographical information for the years ended March 31, 2019 and 2018 was as follows:
Revenue from externel customers

Millions af yen Thousands of U.S. dollars

March 31, 2019 March 31, 2018 March 31, 2019
Japan 3,023,456 ¥3,806,312 $27,238,342
United States 3,022,893 2,572,199 27,233,270
Other 1,354,907 1,161,826 12,206,370
Total ¥7,401,256 ¥7,540,337 §66,677,982

. Note: There is no concentration of revenue from a specific customer for the years ended March 31, 2019 and 2018.

Non-current assets other than financial assets and deferred tax assets

Millions of yen Thousards of U.S. dollars

March 31,2019 March 31, 2018 March 31, 2019
United States ¥635,368 ¥613,642 $5,728,541
Japan 368,218 267,328 3317279
United Kingdom . 119,079 135,240 1,072,784
Other 243204° 237,840 2,191,027
Total ¥1,366,369 ¥1,254,050 $12,309,631

5. Business Combinations
For the year ended March 31, 2019, the following material business combination occurred.

ARTERIA Networks Corporation
The common stock of ARTERIA Networks Corporation (*ARTE”), of which the Company had owned 50% of the voting rights and
which was classified as an investment in a joint venture before the acquisition date, was newly listed on the First Section of the
Tokyo Stock Exchange on December 12, 2018. ARTE became the Company’s consolidated subsidiary since the Company came to
possess Substantial control over ARTE following the sale of its common stock upon the initial public offering by the other party
who had joindy controlled ARTE, which resulted in a decrease of voting rights held by that party and a wide dispersion of voting
right holders.
ARTE conducts the following business:

+ Internet services;

+ Network services; and

+ Condominium internet services.
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The fair value of the assets acquired and liabilities assumed at the acquisition date were as follows. As the allocation of purchase
price to assets acquired and liabilities assumed had not yet been completed for this business combination, the amounts indicated
were preliminary amounts based on information currently available at the issuance date of the Consolidated Financial Statements.

- Millions of yen Thousands of U.S. dollars
Fair value of the consideration transferred ) X $—
Fair value of the equity interest held before the acquisition date ¥32,099 $289,180
Current assets: ’ ¥15,798 $142,324
- Cash and cash equivalents : 7,399 66,658
Notes, trade accounts and {oans receivable 5,929 53,414
Other 2,470 22252
Non-current assets: : 80,050 721,171
Intangible assets . 46,196 416,180
Other 33,854 304,991
Fair value of the assets acquired 95,848 863,495
Current liabilities: ¥(10,666) §(96,090)
Non-current liabilities: ¥(59,625) $(537,162)
Fair value of the liabilities assumed ¥(70,291) $(633,252)
Fair value of the assets acquired and liabilities assumed-net ¥25,557 §230,243
Fair value of non-controlling interests ) (32,489) (292,694)
Goodwill ¥39,031 $351,631

T

The remeasured amount of the Company’s equity interest held before the acquisition date represents its fair value at the acquisition )
date based on the market price of ARTE shares and the projected future cash flow of ARTE, etc., and the amount of non-controlling
interests represents the fair value based on the market price of ARTE shares, respectively. Goodwill represents excess earning
power that cannot be recognised separately. '

The Company recognised a gain of ¥17,661 million ($159,108 thousand) arising from remeasurement of the Conipany’s equity
interest held before the acquisition date in ARTE based on the fair value at the acquisition date following the consolidation of
ARTE as the Company's consolidated subsidiary. Such gain was included in “Gains (losses) on investment securities” in the
Consolidated Statement of Comprehensive Income. ,
Pro forma information (unaudited information) assuming that ARTE had been included in the Company’s Consolidated Financial
Statements at the beginning of the year ended March 31, 2019, revenue and profit for the period of ARTE recognised since the
acquisition date, and acquisition-related costs relevant to this business combination were immaterial.
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6. Inventories
Inventories at March 31, 2019 and 2018 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31,2019 March 31, 2018 March 31,2019
Merchandise/finished goods ¥846,505 ¥788,069 $7,626,171
Materials/work in progress 34,830 28,076 313,784
Real estate held for sale 19,137 18,876 172,408
Total ¥900,472 ¥835,021 $8,112,360

The carrying amount of inventories measured at fair value less costs to sell on a recurring basis is based mainly on a market
approach using observable inputs such as reasonable price obtained from trading partners and others, and is categorised as Leve] 2

in the fair value hierarchy, were ¥264,100 million ($2,379,279 thousand) and ¥255,126 million at March 31, 2019 and 2018,
respectively.

Puring the year ended March 31, 2019, there were no transfers between Level 1 and Level 2.

Inventories recognised as expenses for the years ended March 31, 2019 and 2018 were ¥6,087,203 million (854,839,667
thousand) and ¥6,372,458 million, respectively. Among those expenses, inventory write-down of ¥1,405 million ($12,658 thousand)
and ¥2,844 million were included in expenses for the years ended March 31, 2019 and 2018, respectively.
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Changes in cost, accumulated depreciation and impairment losses of property, plant end equipment for the years ended March 31,

2019 and 2018 were as follows:
Cost
Millions of yen
) Buildings and Machinery and .
Land structures equipment Other Total
Aprl 1, 2017 ¥77,373 ¥370,281 ¥1,729,745 ¥39,708 ¥2217,107
Additions 837 7,549 76437 43,559 128,382
Disposals (2,383) (28,622) (39,992) - (70,997)
Disposals of subsidiaries (965) (1,501) (33,203) - (35,669)
Currency translation adjustments (906) (9,660) (77,631) (1,128) (89,325)
Other c 1,704 17,566 18,250 (53,778) (16,258)
March 31, 2018 ¥75,660 X355,613 ¥1,673,606 %28,361 2,133,240
Additions 3,464 8,044 46,900 38,165 96,573
Disposals (367) (2,362) (58,108) (1zm (60,964)
Disposals of subsidiaries (745) (1,460) (13,050) - (15,255)
Currency translation adjustments 528 6,436 58386 531 65,878
Other 1,348 6,070 28905 ' (34,921) 1,402
March 31,2019 £79,885 B340 ¥1,736,639 2,009 ¥2220874
Thousands of U.S, dollars
Buildings and Machinery and
Land structures equipment Other Total
March 31, 2018 §681,621 $3,203,721  $15,077,531 §255,505  $19,218,378
Additions 31,207 72,468 422,523 343,829 870,027
Disposals (3,306) (21,279) (523,496) 1,144) (549,225)
Disposals of subsidiaries (6,711) (13,154) (117,567) : - (137,432)
Currency transiation adjustments 4,730 57,982 526,000 4,783 593,495
Other 12,145 54,685 260,405 (314,604) 12,631
March 31, 2019 $719,686 53,354,423 $15,645,396 $288,369 $20,007,874
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Accumulated depreciation and impairment losses

Millions of yen
Buildings and Machinery and
Land stnuctures equipment Other Total
April 1, 2017 ¥(4,359) ¥(180,091)  %(1,064,262) ¥(3) ¥1,248715)
Depreciation - (18,253) (90,702) - (104,955)
Impairment losses (1,209) T (344) (573 - (2,126)
Disposals 841 26,421 32,198 - 59,460
Disposals of subsidiaries 256 558 11,057 - 11,871 |
Currency translation adjustments 40 3,135 48,965 - 52140
Other 122 1,085 3,367 () 4,564
March 31, 2018 ¥4309)  H163489) K1,089950) . ¥(13)  ¥1227761)
Deprecistion - (15359)  (82.493) - (97852)
Impairment losses (194) (1,211) (15,943) ) (17,419)
Disposals 103 1,408 43,102 : 6 44,619
Disposals of subsidiaries - . 200 694 - i 894
Cutrency translation adjustments ' (32) (1,875) (36,677) : 1 . (38,583)
Other ' 91 8,292 32,860 77 41,320
March 31, 2019 ¥(4,341) ¥(172,034)  ¥1,118,407) ¥ ¥1,294,782)
Thousands of U.S. dollars
Buildings and Machinery and
Land structures ‘equipment Other - . Total
March 31, 2018 $(38,820)  S$(14T1874)  $(9,549,099) $(117)  $(11,060,910)
Depreciation - (138,370) (743,180) - (881,550)
Impairment losses (1,748) (10,910) (143,631) (639) (156,928)
Disposals - 928 12,685 388,306 54 401973
Disposals of subsidiaries - 1,802 6,252 - 8,054
Currency translation adjustments (288) (16,892) (330,423) 9 .(347,594)
Other 819 74,703 296,037 693 372252
Mareh 31, 2019 . $(39,109)  $(1,549,856) $(10,075,738) $—  $(11,664,703)
Carrying amount
' Millions of yen
Buildings and Machinery and .
) Land . structures equipment Other " Total
March 31, 2018 ¥71,351 ¥192,124 ¥613,656 ¥28,348 ¥905,479
March 31, 2019 £75,544 200,307 ¥618,232 ¥32,009 ¥926,092
Thousands of U.S. dollars
Buildings and Machinery and :
Land | structures squipment Other Total
March 31, 2019 $680,577  $1,804,567  $5569,658 $288,369  $8343,171

Changes in costs within “Other” included transfers from construction in progress to other property, plant and equipment.

Depreciation of property, plant and equipment is included in “Cost of goods sold” and"‘Sclling, gcneral and administrative
expenses” in the Consolidated Statement of Comprehensive Income.
For the years ended March 31, 2019 and 2018, the Company and certein of its oonsohdated subsidiaries recognised impairment
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1

losses on facilities, real estate and industrial plants of ¥17,419 mitlion ($156,928 thousand) and ¥2,126 million, respectively, based
on the related recoverable amounts due to decreases in estimated future cash flows and other factors.

In terms of operating segnents, the major impairment losses of ¥17,009 million ($153,234 thousand) were included in the
Energy & Metals segment for the year ended March 31, 2019.

Impairment losses are included in “Irpairment losses” in the Consolidated Stetement of Coraprehensive Income.
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8. Intangible Assets
Changes in cost, accurnulated arortisation and impairment losses of intangjible assets for the years ended March 31, 2019 and 2018
were as follows:

Cost
Millions of yen
PFranchises
and cystomer .
- relationships Software Goodwill Other Total
April 1,2017 ¥179,267 ¥40,712 ¥190,865 ¥71,277 ¥482,121
Aﬁ;::;"z;’;i“aﬁ ;‘;’“ 18,635 38 13,675 - 32,348
Additions 1,665 9,364 - 201 11,230
Disposals 43) (3,470) - @ (3.515)
C:;;:g ;:s“ﬂm“ (7.469) @) (8,021) (4865  (20357)
Other (2.357) 398 (7,497 (1,870) (11,326)
* March 31, 2018 ¥189,698 ¥47,040 ¥189,022  ¥64,741 ¥490,501
':Z‘l‘:::;f;f;;’;’:g of;zm 45,151 1,138 39,192 282 85,763
Additions 852 6,814 - 135 . 7,801
Disposals (1.244) (2,510) - (1,325) (5,079)
C:g::g :’n::s'm" 4,992 13 5,403 3817 14225
Other (4,573) 1,827 (6,719) 2,583 (6,882)
March 31, 2019 ¥234,876 ¥54,322 ¥226,898 ¥70,233 .¥586,329
Thousands of U.S. dollars
Franchises
and customer
relationships Software Goodwill Other Total
March 31, 2018 $1,708,991 $423,784  §1,702,901 $583,252 $4,418,928
oquisitions el from 406,766 10,252 353,081 2541 772,640
Additions 7,676 61,387 - 1,216 70,279
Disposals (11,207) (22,613) - (11,937) (45,757
Currency translation 44,973 117 48,676 34,387 128,153
adjustments .
Other (41,199) 16,460 (60,532) 23271 (62,000)
Mearch 31, 2019 $2,116,000 $489,387  $2,044,126 $632,730 $5,282,243
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Accumulated amortisation and impairment losses

Millions of yen
Franchises
and customer
relationships Software Goodwill Other Total
April 1,2017 ¥(44,863) ¥(20,094) ¥(64,207) ¥(63,623) ¥(192,787)
Amortisation expenses (9.083) (5.480) - (511) (15,074)
Impairment losses (535) 3) (1,872) (220) (2,630)
Disposals 19 3,065 - 2 3,086
Currency translation
adjustments 2,007 9 3,342 4,675 10,033
Other (75) (222) 120 631 454
March 31,2018 ¥(52,530) ¥22,7125) 62,617) ¥(59,046) ¥(196,918)
Amortisation expenses (8,713) (6,292) - (399) (15,404)
Impairment losses — (55 — 33) (88)
Disposals 990 2,426 - 1,323 4,739
Currency translation
adjustments (625) 43 (2,304) (3,725) (6,611)
Other 1,960 (61) 7,315 (1,320) 7,894
March 31, 2019 %(58,918) ¥(26,664) ¥(57,606) ¥(63,200) ¥(206,388)
Thousands of U.S. dollars
Franchises ‘
and customer
relationships Software Goodwill Other Total
March 31, 2018 $(473,243) $(204,730)  $(564,117) $(531,946)  $(1,774,036)
Amortisation expenses (78,495) | (86,685) - (3,595) (138,775)
Impairment losses - (495)° - @9 (792)
Disposals 8,919 21,856 - 11,919 42,694
Currency translation :
adjustments (5,631) 387 (20,757 (33,558) (59,559)
cher 17,657 {549) 65,901 {11,892) 71,137
March 31, 2019 $(530,793) $(240,216) $(518,973) $(569,369)  $(1,859,351)
Carrying amount
Millions of yen
Franchises
and customer .

. retationships Software Goodwill Other Total
March 31, 2018 ¥137,168 ¥24315 ¥126,405 ¥5,695 ¥293,583
March 31, 2019 %175,958 £27,658 ¥169,292 ¥7,033 ¥379,941

Thousands of U.S, dollars
Franchises
and customer
relationships Software Goodwill Other “Total
March 31, 2019 $1,585,207 $249,171 $1,525,153 $63,361 $3,422,892
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Acquisitions arising from business combination in the year ended March 31, 2019 were primarily attributable to ARTE. For
details, see Note 5. "Business Combinations”.

Of the intangible assets stated above, the carrying amounts of intangible assets with indefinite useful lives at March 31', 2019
and 2018 were ¥58,322 million ($525,423 thousand) and ¥51,718 million, respectively. Major intangibie assets with indefinite nseful
lives were trademarks, which were included in “Franchises and customer relationships™. As the trademarks with indefinite business
terms will basically exist as long as the Company continues to exist, it has been determined that there is no foreseeable limit to the
period of inflow of future economic benzfits and thus they are classified as intangjible assets with indefinite useful lives. The carrying
amounts of intangible assets with indefinite useful lives at March 31, 2019 and 2018 included trademarks recognised as a result of
the acquisition of Gavilon in the amounts of ¥41,621 million ($374,964 thousand) and ¥39,840 million, respectively.

Of the intangible assets stated above, the carrying amounts of major intangible assets with finite nseﬁ.'.ll lives at March 31, 2019
and 2018, which were included in “Franchises and customer relationships”, and their carrying amounts were as follows: customer
relationship assets related to the trading and distribution business of grains and fertilizers were ¥21,765 million ($196,081 thousand)
and ¥23,086 million, and franchises and customer relationship assets related to the mobile phone sales distribution business were
¥24,104 million ($217,153 thousend) and ¥25,753 million, respecﬁvely. Also, in the year ended March 31, 2019, ARTE was acquired

"by business combination, and customer relationship assets related to the internet service business, etc. were recorded by measuring
within intangible assets at fair value, the carrying amount of which was ¥41,606 million ($374,829 thousand) at March 31, 2019.
The assets are amortised over 8-34 years on a straight-line basis,

Amortisation of intangible assets is included in “Cost of goods sold” and “Selling, general and administrative expenses” in the

- Consolidated Statement of Comprehensive Income.

For the years ended March 31, 2019 and 2018, the Company and certain of its consolidated subsidiaries recognised impairment
losses on intangible assets of ¥88 million ($792 thousand) and ¥2,630 million, respectively, based on the relevant recoverable
amounts due to decreases in estimated future cash flows and other factors.

Impairment logses are included in “Impairment losses” in the Consolidated Staterent of Comprehensive lncome.

The carrying amounts of “Goodwill” at March 31, 2019 and 2018 included goodwill for Gavilon in the amounts of ¥69,405
million ($625,270 thousand) and ¥66,434 million, respectively.

Effective from the year ended March 31, 2018, the Group conducts and monitors the business operations of Gavilon's grain
business and Columbia Grain (which are engaged in the grain business in North America) in an integrated manner. The Group also
conducts and monitors the business operations of Gavilon’s fertilizer business and Helena Agri-Enterprises (which are engaged in
the agricultural materials business in Nosth America) in an integrated manner.

Effective from the year ended March 31, 2018, following the reorganisation of the reporting structure aimed &t the integrated
management of the grain business as well as the fertilizer/agricutural materials businesses, Gavilon’s grain business and Columbia
Grain are treated as a single group of cash-generating units, and Gavilon’s fertilizer business and Helena Agri-Enterprises are also
treated as a single Qoup of cash-generating umits.

Accordingly, effective from the year ended March 31, 2018, goodwill with respect to Gavilon was reallocated to the reorganised
groups of cash-generating units and is now tested for impairment as part of the respective group of cash-generating units.

The carrying amounts of “Goodwill” allocated to the group of cash-generating units of the grain business (“Grain CGU Group™)
at March 31, 2019 and 2018 were ¥35,890 million (5323,333 thousand) and ¥34,354 million, respectively, and were included in
Food in terms of operating segment.

The carrying amounts of “Goodwill” allocated to the group of cash-generating units of the agricultural materials business
(“Agricultural Materials CGU Group™) at March 31, 2019 and 2018 were ¥33,515 million ($301,937 thousand) and ¥32,080 million,
respectively, and were included in Chemical & Forest Products in terms of operating segment.

The recoverable amounts used in impairment testing of goodwill of the Grain CGU Group and the Agricultural Materials CGU
Group were calculated based on value in use which was measured by discounting the estimated future cash flows based on the
revised business plan approved by the management.
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The business plan represents the management’s estimate of a range of economic conditions including such significant
assumptioRs as quantity, price and margin with respect to each group of cash-generating units, based on past experience, which was
also consistent with external evidence. The business plan in the Grain CGU Group and the Agricultural Materials CGU Group uses
the most recent [ 0-year forecasts in order to average market conditions. For the period beyond 10 years, the Company calculated the
terminsl value based on a steady growth rate of 2.1% and 2.0% for the years ended March 31, 2019 and 2018, respectively. The
growth rate was determined by considering such factors as the market to which each CGU Group belongs and the long-term average
growth rate in the U.S.A.

The discount rate used in the value in use calculations at March 31, 2019 and 2018 was 8.0% and 8.5%, respectively, which
reflects current market assessments of the time value of money and risks specific to the assets.

The carrying amount of "Goodwill" at March 31, 2019 included goodwill recognised in association with the acquisition of
ARTE by business combination in the amount of ¥39,031 million ($351,631 thousand).

The CGU to which the goodwill of ARTE was allocated included the relevant of assets of the ARTE business and the recoverable
amount of the CGU was based on fair value less costs of disposal. Such fair value was categorised as Level 3, and was calculated
based on the market price of ARTE shares by factoring in a control premium.

38



\

Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)

9. Associates and Joint Ventures
For the year ended March 31, 2019
The aggregate carrying amount of investments in associates accounted for under the equity method in the Consolidated Statement
of Financial Position and the Companies’ share of comprehensive income were ¥1,005,591 million ($9,059,378 thousand) end
¥103,390 million (§931,441 thousand), respectively. The share of comprehensive income consisted of ¥95,615 million ($861,396
thousand) in profit for the year and ¥7,775 million ($70,045 thousand) in other comprehensive income.

The aggregate carrying amount of investments in joint ventures accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ share of comprehensive income were ¥727,121 million (36,550,640 thousand)
and ¥(10,132) million ($(91,279) thousend), respectively. The share of comprehensive income consisted of ¥(10,337) million
($(93,126) thousand) in profit for the year and ¥205 million ($1,847 thousand) in other comprehensive income.

An impairment loss of ¥30,079 million ($270,982 thousand) was recognised in Food in terms -of opémtxhg segment for
investments in a joint venture of the grain export business including soybeans on the U.S. West Coast, due to the aced to revise its
future business plan and the forecast of the reduction in its projected future cash flow based on a downtrend in the business. Also,
an impairment loss of ¥22,916 million ($206,450 thousand) was recognised in Power Business & Plant in terms of operating
segment for mvestments in a joint venture of a power generation business in Singapore, due to the forecast of the decrease in its
projected future cash flow stemming from the decline in power prices, etc. Such impairment losses were calculated using the
recoverable amounts measured at value in use based on discounted future cash fiows, and the recoverable amounts in Food and
Power Business & Plant were ¥50,442 million ($454,432 thousand) and ¥14,247 million ($128,351 thousand), respectively. The
weighted average capital costs used in value in use calculations in Food and Power Business & Plant were 8.6% and 8.1%,
respectively, and reflected current market assessments of the time value of money and risks specific to the assets. Such impairment
losses were included in "Share of profits of associates and joint ventures” in the Consolidated Staterent of Comprehensive Income.

Unrecognised share of losses of associates and joint ventures accounted for under the equity method were ¥12,575 million
(sll3,288 thousand) (¥1,003 million ($9,036 thousand) increase for the current year) and ¥6,819 million ($61,432 thousand)
(¥4,261 million ($38,387 thousand) increase for the current year), respectively.

Certain associates and joint ventures procure funds through project financing, and impose restrictions on the use of cash
deposits.

For the year ended Marcﬁ 31,2018

The aggregate carrying amount of im.restmem.«:r in associates accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ share of comprehensive incorne were ¥994,926 millior and ¥100,344 million,
regpectively. The share of comprehensive income consisted of ¥99,815 million in profit for the year and ¥529 million in other
comprehensive income. . .

The aggregate carrying amount of investments in joint ventures accounted for under the equity method in the Consolidated
Statement of Financial Position and the Companies’ share of comprehensive income were ¥769,243 million and ¥49,816 million,
respectively. The share of comprehensive income consisted of ¥48,688 million in profit for the year and ¥1,128 million in other
comprehensive income. . .

Unrecognised share of losses of associates and joint ventures accounted for under the equity method were ¥11,572 million (a
¥4,960 million increase for the current year) and ¥2,558 million (a ¥6,384 million decrease for the current ycar), respectively.

Certain associates and joint ventures procure funds through project financing, and impose restrictions on the use of cash
deposits.

! f
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10. Income Taxes
The Company files a consolidated income tax return in Japan.

Total income taxes rccognis;ed for the years ended March 3 1, 2019 and 2018 were attributable to the following:

Millions of yen Thousands of U.S. dollars

2019 2018 ' 2019
Current tax ¥(46,002) ¥(24,109) $(414,432)
Deferred tax (3,533) (14,320) (31,829)
Total - ¥(49,535) ‘ ¥(38,429) $(446,261)

The Comp.any is mainly subject to income tax, inhabitants tax and enterprise tax, which is recognised as a deductible expense,
and the applicabie income tax rate calculated on the basis of these taxes for the years ended March 31, 2019 and 2018 was
approximately 31.0%. However, the income tax rates of foreign subsidiaries are calculated on the basis of general local tax rates.

A reconciliation of the applicable tax rates to the effective tax rates expressed as a percentage of profit before tax for the years
ended March 31, 2019 and 2018 were as follows:

‘ 2019 2018
Applicable tax rate ' 31.0 % 31.0%
Tax effect on income and expenses not taxable and deductible for tax 2.9)% G3%
purposes
Difference in tax rate of foreign subsidiaries (1.6)% 0.3)%
Tax e.ﬁ'ect on sjhare of pm§§ o.f associates and joint ventures and @71)% (12.00%
retained eamings of subsidiaries
Reassessment of the recoverability of deferred tax assets 2.3)% o 4.1%
Other . . ) 1.7 % (4.4%
Effective tax rate : 172 % 15.1 %
Changes in deferred tax assets and defesrred tax liabilities for the years ended March 31, 2019 and 2018 were as follows:
Thousands of
Millions of yen . US dollars
2019 2018 i 2019
Balance at beginning of year (Deferred tax assets-net) ¥(50,711) ¥17,414) §(456,856)
Deferred tax i ised i .
e tax income or expense recognised in profit (3,533) (14.320) (31,829)
or loss
. ised in oth
Deferred tax fnc?mc or expense recognised in other 3.569 (14,178) 32,153
comprehensive mcome
Chbanges in acquisitions and divestitures (11,302) (4,803) (101,819)
Balance at end of year (Deferred tax assets-net) ¥(61,977) ¥(50,711) $(558,351)
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Significant componeats of defcrr.ed tax assets and deferred tax liabilities at March 31, 2019 and 2018 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Deferred tax assets:
Allowance for doubtful accounts ¥4,605 ¥2,660 $41,487
Inventories 474 684 4,270
Property, plant and equipment and investment 7,123 12.257 4,071
property
Employees’ retirement benefits 26,368 24,429 237,550
Unrealised profit on intercompany transactions 3,186 2,624 28,703
Net operating loss carryforwards 97825 106,218 881,306
- Other 42,221 32,642 380,369
Total deferred tax assets . ¥181,802 ¥181,514 §1,637,856
Deferred tax liabilities:
Property, plant and equipment and investment ¥81,708 ¥81.546 $736,108
property ]
Investment securities and other investments 21,736 29,082 249,874
Intangible assets 38,594 26,276 347,694
Undistributed earnings ‘49,943 52,964 449,937
Other 45,798 42,357 412,594
Total deferred tax liabilities 243,779 ¥232,225 $2,196,207
Deferred tax assets-net ¥(61,977) ¥(50,711) $(558,351)

Deferred tax assets and deferred tax liabilities in the Consolidated Statement of Financial Position at March 31, 2019 end 2018
were as follows:

Thousands of
Millions of yen U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2013
Deferred tax assets ¥45,806 ¥45,233 $412,667
Deferred tax liabilities 107,783 95,944 971,018
Deferred tax assets-net ' ¥61,977) ¥(50,711) - $(558,351)
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The amount of deductible temporary differences and tax [o0ss carryforwards for which deferred tax assets were not recognised
at March 31, 2019 and 2018 were ¥759,776 million (36,844,829 thousand) and ¥759,507 million, respectively. Within these
amounts, tax loss carryforwards classified by expiry date at March 31, 2019 and 2018 were as follows:

Thousands of
Millions of yen U.S. dollars
Expiry date March 31, 2019 March 31, 2018 March 31, 2019
Not later than one year ¥10,815 ¥6,177 $97,432
Later than one year and not later than five years 29,543 36,927 266,153
Later than five years 25,517 35,539 229,883
Indefinite carryforward periods 34,375 37,483 309,685
Total $¥100,250 ¥116,126 : $903,153

Deferred tax assets of ¥64,113 million were recognised at March 31, 2018 by certain subsidiaries that have recorded losses in
the ycars ended March 31, 2018 or 2017 in the tax jurisdiction to which the deferred tax assets relate, and the utilisation of the
deferred tax assets is dependent on future taxable profits. Deferred tax assets of ¥25,989 million ($234,135 thousand) were
recognised at March 31, 2019 by certain subsidiaries that have recorded losses in the years ended March 31, 2019 or 2018 in the
tex jurisdiction to which the deferred tax assets relate, and the utilisation of the deferred tax assets is dependent on future taxable
profits. Each company’s management carefully has assessed the probability that taxable profit will be available against which the
unused tax losses or deductible temporary differences may be utilised based on tax planning.

The aggregate amounts of temporary differences relating to investments in subsidiaries and associates and equity interests in
joint ventures for which deferred tax liabilities were not recognised at March 31, 2019 and 2018 were ¥969,413 million ($8,733,450
thousand) and ¥840,005 million, respectively. Determination of the amounts of the related unrecognised deferred tax liabilities is
not practical. )
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11. Leases
Lessor

The Company and certain of its consolidated subsidiaries lease machinery and equipment, stc. under finance leases.

Gross investment in the lease and present value of the total of future minimum lease payments receivable under finance leases at
March 31, 2019 and 2018 were as follows: -

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Present value of Present value of Present value of
Gross minimum lease Gross minimum lease Gross minimum lease
investment in payments investment in payments investment in payments
the leass receivable the lease receivable the lease receivable
Not later than one year ’ ¥9,242 8,992 ¥3,160 ¥2,925 §83,261 $81,009
Later than one year and not
{ater than five years 9220 7,669 18,723 16,568 83,063 69,090
Later than five years - - 59 2 - -
Total ¥18,462 ¥16,661 ¥21,942 ¥19,495 $166,324 $150,099
Less: Unearned finance income 1,801 2,446 16225
Net investment in the [ease ¥16,661 ¥19,496 $150,099
Less: Present value of ) .
unguaranteed residual value 0 1 0
Present vatue of minimum lease
paymeats receivable ¥16,661 ¥19,495 $150,099

The Company and certain of its consolidated subsidiaries also lease machinery and equipment, ete. under operating leases.

The total of future minimum lease payments receivable under non-cancellable aperating leases at March 31, 2019 and 2018
‘were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Not later than one year ¥28,050 ¥26,117 $252,703
Later than one year and not later than 63,182 65.117 569,207
five years
Later than five years 9,633 16,082 86,784

Total ¥100,865 ¥107,316 $908,694
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Lessee . , .

The Company and certain of its consolidated subsidiaries lease machinery and equipment, etc. under finance leases. At March 31,
2019 and 2018, the net carrying amounts mainly included in “Property, plant and equipment” in the Consolidated Statement of
Financial Position, were ¥29,149 million ($262,604 thousand) and ¥24,279 million, respectively.

The total of future minimum lease payments and the present value under finance leases at March 31, 2019 and 2018 were as’
follows:

Millions of yen - Thousands of U.S. dollars -
March 31, 2019 March 31, 2018 Mareh 31, 2019
Present value of Present value of Present value of
Minimum lease minimum lease Minimum lease minimum lease Minimum lesse inimum lease
payments payments payments payments payments payments
Not later than one year 1,511 ¥8,790 ¥8,506 ¥8,040 585,685 $79,189
Later than one year and not
later than five years 20,003 18,564 16,668 15,901 180,207 167,243
Later than five years 3,702 3,337 1,944 1,716 33,351 30,063
Total 33,216 ¥30,691 ¥27,118 ¥25,657 $299,243 $276,495
Less: Financial charges 2,525 1,461 22,748
Present value of minimum lease ' . :
payments ¥30,691 ¥25,657 $276,495

The Company and certain of its consolidated subsidiaries also lease machinery and equipment, buildings and structures, etc.
under operating lcases. Lease payments were ¥64,891 million ($584,604 thousand) and ¥54,854 million for the years ended March
31,2019 and 2018, respectively. Payments for services of¥2,224 mitlion ($20,036 thousand) and ¥5,380 million, respectively, were
included i the lease payments.

The total of future minimum lease payments under non-cancelable operating leases at March 31, 2015 and 2018 were as
follows. The total of future minimum lease payments receivable at March 31, 2019 and 2018 had not been offset by the future
minimum sublease rentals of ¥58,278 million ($525,027 thousand) and ¥89,045 million, respectively, under non-cancelable
subleases.

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31,2018 March 31, 2019
Not later than one year ¥50,284 ¥42.872 §453,009
Later than one year mid not later than 99,139 82300 893,144
five years .
Later than five years 73,430 67271 661,532
Total ¥222,853 ¥192,443 $2,007,685

Future minimum lease payments of ¥11,560 million ($104,144 thousard) and ¥10,02] million at March 31, 2019 and 2018,
respectively, included future payments for services,
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12, Employee Benefits
(1) Post-employm‘ent benefits
The Company and certain of its consolidated subsidiaries have cash balance plans based on the Japanese Defined Benefit Carporate
Peasion Plan Act and other defined beefit pension plans. These plans cover substantially all employees other than directors. In
addition to the pension plans, the Company and certain of its consolidated subsidiaries have lump sum retirement plans to be paid
upon retirement or severance based on the years of service and compensation [evel. :

The Company, pursuant to the Japanese Defined Benefit Corporate Pension Plan Act and other taws, has the obligation to
make contributions to the Marubeni Corporate Pension Fund (the “Fund™), which pays out pension benefits. The Director of the
Fund hag the fiduciary duty to comply with laws, the dispositions of the Minister of Health, Labour and Welfare made pursuant to
laws, the bylaws of the Fund and the decisions of the Board of Representatives, and to faithfully perform duties for the Fund
including the management and operation of the contributions. Additionally, a code of’ conduct hes been erticulated, which prohibits |
the Director of the Fund from entering into asset management agreements for the purpose of beneﬁtmg a third party and from acts
that constitute conflicts of interest.

The pension plan is operated by the Fund, which is legally mdependent from the Company. The Board of Representatives

" comprists an equal number of Representatives elected from the management side (Assigned Representatives) and Representatives
elected from the employee side (Mutually Elected Representatives), while the chair of the Board of Representatives (the
“Chairman™) is elected from the management side.

Proceedings of the Board of Representatives are decided by a majority vote of the members attendmg In the case of a tied
vote, the Chairman has the power to decide the vote. However, with regard to particularly important matters, the bylaws provide
that the decision be made by a majority that exceeds the above. .

The Representatives hold exclusive power to decide important matters including investment policy. The actual management
of the assets is conducted by investment managers on the basis of an entrustment contract, and the Representatives are prohibited
by law from giving instructions, such as instructions on specific investments. .

The Company is required to make contributions to the Fund, and the contributions are reviewed regularly to the extent
allowed by law. While it is under obligation to make contributions stipulated by the Fund into the future, the Company, in addition
to these contributions, also funds a retirement benefit trust on a voluntary basis.

With regard to the [ump sum retirement plan, the Company is under obligation to pay benefits directly to the beneficiaries.
Although the Company is not under any legal obligation regarding the funding of this plan, fund assets exist, which have been
voluntarily contributed by the Company to the retirement benefit trust.

45



Marubeni Corporation and Subsidiaries
Notes to Consolidated Financial Statements (continued)-

Changes in the present value of defined benefit obligation and the fair value of plan assets of the Company and certam of its
consolidated subsidiaries for the years ended March 31, 2019 and 2018 were as follows:

Thousands of
Millions of yen U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Balance at beginning of year of net defined benefit ¥718,040 ¥82.759 $703,063
liability
Changes in the present value of defined benefit
_obligation:

Balance at beginning of year 331,318 332,170 2,984,847
Current service cost 12,319 12,445 110,982
Past service cost (1,999) 104 (18,009)
Interest expense 5,136 5,143 ’ 46,270
Remeasurements 7,684 2,630 - 69,225
Effect of changes in foreign exchange rates 2,883 (3.381) 25,973
Employees’ contributions 337 256 3,036
Bencfits paid (16,946) (18,051) (152,667)
Effects of business combinations, divestitures 508 2 5,388

apd others

Balance at end of year 341,330 331,318 3,075,045

Changes in the fair value of plan assets:

Balance at beginning of year 253278 249411 2,281,784
[nterest income 3,914 3,931 35,261
Remeasurements (760) 10,870 (6,847)
Effect of changes in foreign exchange rates 1,850 (2,134) 16,667
Employees’ contributions 337 256 3,036
Employer’s contributions 8,558 6,334 77,089
Benefits paid (14,565) (15,390) (131,216)
Effects of business combinations, divestitures _ .

and others ~

Balance at end of year 252,612 253,278 2,275,784

Balance at end of year of net defined benefit liability ¥88,718 ) X¥78,040 $799,261

Actuarial assumptions used for the present value calculation of defined benefit obligations at March 31, 2019 and 2018 were
mainly as follows:

March 31, 2019 March 31, 2018
Discount rate 0.6% 0.8%
Rates of salary increase 4.8% 4.7%

Sensitivity analyses are conducted at the year end based on reasonably estimable changes in assumptions. Although
sensitivity analyses assume that the actuarial assumptions other than those that are subject to the analyses are held constant, in
reality, it i8 possible for the sensitivity analyses to be impacted by other actuarial assumptions.

If, for example, the discount rate fell by 0.5%, and the other agsumptions were held constant, defined benefit pian liability at’
March 31, 2019 and 2018 would increase by ¥15,249 million ($137,378 thousend) and ¥15,040 million, respectively. The rate of
salary in¢rease is not expected to change in the future.
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Fair value of plan assets by class at March 31, 2019 was as follows:

Millions of yen
With a quoted Without a quoted
market price in an market price in an
Class of plan assets active market active market Total
Cash and cash equivalents ¥11,607 ¥1,607
Equity secunities:
Japanese oompanié 29,184 - 29,184
Pooled funds 1,764 66,260 68,024
Debt securities:
Bonds denominated in Japanese yen - 3,246 " 3,246
Bonds denominated in foreign currencies 4,987 13,047 18,034
Pocled funds - 99,746 99,746
Life insurance company general accounts - 20478 20,478
Other 2,474 (181) 2,293
Total plan assets ¥0,016 ¥202,596 ¥252,612
Thousands of U.S. dollars
With a quoted Without a quoted
market price in an market price in an
Class of plan assets active market active market Total K
Cash and cash equivalents $104,568 §$- $104,568
Equity securities: .
Japanese companies 262,919 - 262,919
Pooled funds 15,892 596,937 612,829
Debt securities;
Bonds denominated in Japanese yen - 29,243 29,243
Bonds denominated in foreign currencies 44,928 117,540 162,468
Pooled funds - 898,613 898,613
Life insurance company general accounts — 184,486 184,486
Other ' 22,288 (1,630) 20,658
Total plan assets $450,595 $1,825,189 §2,275,784
Fair vajue of plan assets by class at March 31, 2018 was as follows:
Millions of yen
With a quoted Without & quoted
market price in an market price in an
Class of plan assets active market active market Total
Cash and cash equivalents ¥75,096 ¥ ¥75,096 °
Equity securities: .
Japanese companies 36,568 - 36,568
Pooled funds 1,610 35,609 37219
Debt securities; ,
Bonds denominated in Japanese yen - 2,655 2,655
Bonds denominated fn foreign currencies 2,713 9,129 11,842
Pooled funds - 67,820 67,820
Life insurance company general accounts - 16,741 16,741
Other 2,367 2,970 5,337
Total plan assets ¥118,354 ¥134,924 ¥253.278
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In making investment decisions, the main objective is to secure the necessary retum over the long term to cover pension and

refirement benefit payments. The primary investment paolicy is to analyse the risk/return characteristics by asset class and to invest
" in @ diversified portfolio taking into consideration the correlation among asset classes.

The Company sets an asset mix policy with investments in equity securities, debt securities end other assets. Based on this
policy, the Company selects multiple investment managers who execute the strategy. When selecting an investment manager, the
Company gives consideration to management philosophy and content, investment management policy and investment style,
investment control systems including information collection mechanisms and decision-making processes, compliance systems,
investment experience and the track record of the investment meanager as well as the professionals in charge of managing pension

‘asgets. )

Plan assets are invested 30%, 60% and 10% in equity securities, debt securities and other, respectively, at March 31, 2019.

The investments in each asset class executed by investment managers are outlined as follows:

Equity securities are selected mainly from stocks that are listed on securities exchanges. Prior to investing, the Company
investigates the business conditions of the investee companies end appropriately diversifies investments in consideration of the
type of industry, investees and other relevant factors. Debt securities are selected mainly from government bonds, public debt
instruments and corporate bonds. Prior to investing, the Company investigates the quality of the issuing conditions, including
issuers, rating, interest rate and repayment dates, and appropriately diversifies the investments. Pooled funds are selected using
strategies f:onsistent with the equity and debt securities described above. For investments in life insurance company general
accounts, contracts with insurance companies include a guaranteed interest rate and a return of capital. With respect to foreign
investments vehicles, the Company investigates the stability of the underlying governments and economies, the market
characteristics, such as settlement systems, and the taxation systems. For esch such investment, the Company selects the

\ appropriate investment country and currency. ‘

The performance of certain plan assets by the cash balance plan is matched with the related pension benefits to # certain

extent.

Funding of the Mambeni Corporate Pension Fund is conducted by taking into account various factors including limits on
deductible expenses under the tax rules, the funding status of plan assets and actuarial calculations. Contributions to plan assets
are intended to cover benefits for services to be rendered by employees in the future as well as services already rendered.

In accordance with the Japanese Defined Benefit Corporate Pension Plan Act, the bylaws of the Marubeni Corporate Pension

- Fund provide for the re-calculation of the contribution amount at five-year intervals with the year end as the base date for the
purpose of maintaining balanced finances into the future,
The re-calculation process reviews the besic rates relating to the contribution (the guaranteed rate of return, expected rate of
mortality, expected withdrawal rate, expected salary increase, expected new enrolment rate, etc.) and verifies the adequacy of the
contribution amount.

Additionally, the Company, in order to ensure sufficient funding of the pension plan, may also contribute marketable equity
securities and cash to the retirement benefit trust in the amount of the unfinded portion of defined benefit obligation.

The amount of contributions expected to be paid to plan assets for the year ending March 31, 2020 is approximately ¥8,600
million ($77,477 thousand).

The weighted average durations 'of defined benefit obligations at March 31, 2019 and 2018 were 14.3 years and 14.4 years,
respectively. .

(2) Employee benefit cost
The aggregate amounts of employee benefit cost included under “Selling, general and administrative expenses” in the
Consolidated Statement of Comprehensive Income for the years ended March 31, 2019 end 2018 were ¥304,800 million
($2,745,546 thousand) and ¥303,328 million, respectively.
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13. Provisions
Chenges in provisions for the year ended March 31, 2019 were as follows:

Millions of yen Thousands of U.S. dollars
Decommissioning Other Decommissioning, Other
Obligations Provisions Total Obligations Provisions Total
Balance at beginning of year ¥70,001 ¥26,073 ¥96,074 §630,640 $234,892 $865,532
[ncrease for the year 9,299 11,438 20,737 83,775 103,045 186,820
Decrease for the year (8,825) (10,442) (19,267) (79,505)  (94.072) (173,577)
Interest expense 1,875 18 1,893 16,892 162 17,054
Other 1,687 (258) 1,429 15,198 (2,324) 12,874
Balance at end of year ¥74,037 $26,829 ¥100,866 §667,000 $241,703 §908,703

“Other” inciudes changes due to foreign currency fluctuations.

Decommissioning obligations mainly relate to the costs of dismantiement and removal of development facilities for natural resources
owned by consolidated subsidiaries engaged in oil and gas producing activities. Generally, costs relating to the dismantlement and
removal of facilities are expected to be paid after 10 years or more after the initial recognition of said decommissioning obligations.
Other provisions include provisions for litigation and provisions for onerous contracts.
Decommissioning obligations and other provisions are included in “Other current liabilities™ and *“Other non-current liabilities™
in the Consolidated Statement of Financial Position.

14. Issued Capital Stock and Reserves
The number of shares authorised and issued at March 31, 2019 and 2018 were as follows:

Number of shares

March 31, 2019 March 31, 2018
Class of share ' ’ Ordinary shares Ordinary shares
Authorised 4,300,000,000 4,300,000,000
Issued: .
Balance at beginning of year 1,737,940,900 1,737,940,900
Change for the year - ) -
Balance at end of year - 1,737,940,900 1,737,940,900

Notes: (1} Common stock has no par value.
(2) Issued stock is fully paid.

Treasury stock held by the Company and by its subsidiaries or associates at March 31, 2019 and 2018 was as follows:

March 31, 2019 March 31, 2018 March 31, 2019
Shareholding Shareholding Shareholding
Number Millions Number Millions
Neme of shares __ofyen of shares of yen Thousands of U.S. dollars
The Company 2,412,420 ¥1,359 2,406,660 ¥1354 $12,244
Subsidiaries and associates 177,593 25 177,659 25 225
Total 2,590,013 ¥1,384 2,548 319 ¥1,379 $12,469

The Companies Act of Japan provides that an amount equal to 10% of the amount to be distributed as distributions of capitat
surplus (other than capital reserve) and retained camnings {other then legal reserve) be transferred to capital reserve and legal reserve,
respectively, until the sum of capital reserve and legal reserve equals 25% of the amount of issued capital.
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15. Other Equity Instruments
In August 2016, the Company obtained ﬁna.néing from domestic financial institutions through perpetual subordinated loans
(the “Loans™) in order to bolster its balance sheet.

As the Loans are classified as equity instruments in accordance with IFRSs, ¥243,589 million ($2,194,495 thousand) (after
deducting transaction costs of ¥6,411 million (857,757 thousand)) was recorded in “Other equity instruments” in the “Equity”
section of the Consolidated Statement of Financial Position.

Accrued interest on the Loans has not been ‘tecognised as a distribution to owners of other equity instruments at March 31,
2019 becsuse such interest payment was discretionary end it was not determined at that date. The potential amount payable was
¥459 million ($4,135 thousand).

__Qverview of the Loans
@ oul m‘:‘bﬁe 4| #250 billion (Tranche A: ¥100 bilion, Tranche B: ¥150 billion)

No specific matunty has been set.
However, by giving prior notice the Company has the option to make early repayments

(i) Due date of final of the principal of Tranche A on August 16, 2021 and subsequent interest payment dates

repayment and the principal of Tranche B on August 16, 2023 and subsequent interest payment
dates.
The Company is able to suspend and defer interest payments at its discretion by giving
(iti) Restrictions on prior notice. However, if dividends on commeon stock, etc. are distributed, feasible and
interest reasonable efforts will be made to pay any such suspended interest and associated

additional interest.

If a subordination event (e.g., liquidation) provided for in the contract occurs, the order
of repayment of the Loans will be subordinated to &l senior creditors.

(iv) Subordination clause

Tranche A: 0.25% mcrease on and after interest payment dates in August 2026 and
(v) Applicable interest another 0.75% increase on and after interest payment dates in August 2041

rate Tranche B: 0.25% increase on and after interest payment dates in August 2026 and
another 0.75% increase on and after interest payment dates in August 2043

16. Dividends
Dividends on common stock recognised as distributions to shareholders of common stock for the years ended March 31, 2019

and 2018 were as follows:
Thousands of U.S. dollars

Millions of yen (Yen) (U.S. dollars)
March 31, 2019 March 31, 2018 March 31, 2019
Year-end dividend ¥32,107 . ¥23,430 ) $289,252
(Dividends per share) (18.5) (13.5) 0.17)
Interim dividend 29,504 21,694 265,802
(Dividends per share) : (17.0) (12.5) (0.15)

Dividends on common stock which were approved by resolution of the Board of Directors after the year end but which have
not been recognised as distributions to shareholders of common stock for the years ended March 31,2019 and 2018 were as follows:
Thousands of U.S. dollars

Millions of yen (Yen) ' (U.S. doliars)
March 31, 2019 March 31, 2018 March 31, 2019
Year-end dividend ¥29,504 %32,107 $265,802
(Dividends per share) (17.0) (18.5) (0.15)
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17. Revenue
The Companies are involved in various forms of transactions including; transactions to provide goods or services to customers and
to settle such transactions; and transactions in which the consideration is settled directly between the buyer and the seller, with the
Companies receiving commission fees from the buyer the seller or both. )
The Companies separately present revenue arising from these transactions based on the contracts with customers as either
“Sales of goods™ or “Commissions on services and trading margins”. Revenue is included in “Sales of goods” as principal
transactions where the Companies control the goods or services before the transfer thereof to customers, and in all other cases the -
net amount, after deduction of amounts due to third parties ﬁ'om the transaction consideration, is included in “Commissions on
services and trading margins” as agent transactions.
See Note 4. “Segment Information” for a breakdown of revenue.

Sales of goods

For sales of goods where the Companies arrange shipping, revenue is recognised when the delivery obligations specified in the
contract have been fulfilled, such as when a bill of lading, werehouse receipt, delivery order, etc., is delivered to the buyer, or when
the inspection of goods is completed, and there are substantially no further obligations to perform, and the customer has certainty
of the receipt of goods. In most transactions based on sales coatracts of goods, performance obligations are satisfied at 2 point in
time. Amounts due are settled normally within three months from the time the transaction is completed (i.e., the time at which the
performance obligations are satisfied), in some cases payment is received before the performance obligations are satisfied and,
accordingly, they are recorded as contract liabilities. The amount of revenue that includes variable consideration or repurchase
obligations is immaterial.

For construction contracts that create or enhance the value of customers’ assets, the Companies recognise contract revenue
progressively over several accounting periods by measuring the progress towerds satisfaction of the performance obligations in the
contract. Progress towards satisfaction of the performance obligations is generally measured based on the percentage of contract
costs incurred by the end of each reporting period compared to the expected total contract costs. If suck progress cannot be
reasonably measured, the Companies recognise revenue to the extent ofmcurrcd costs. Revenue arising from construction contracts .
is immaterial and is presented within “Sales of goods

Commissions on services and trading margins

Commissions on services and trading margins are mainly commissions receivable when the Companies are agents in transactions.
The Companies recognise revenue upon the completion of service which is judged to give rise to the right to consideration from
custorners based on contracts and related legislation, legal precedents, cusiomary business practices, etc. Amounts due are settled
nomally within three months from the time the transaction is completed (i.e., the time at which the performance obligations are
satisfied), in some cases payment is received before the performance oblxganons are satisfied and recorded as a contract lisbility.

Revenue recognised from other sources

Other than [FRS 15 Revenue from Contracts with Customers, the Companies primarily recognised interest and dividend income as
well as revenue related to some commodity contracts, etc. in accordance with IFRS 9 Financial Instrumenis, and recognised revenue
with respect to lease contracts in accordance with IAS 17 Leases.

Revenue recognised from other sources in the year ended March 31, 2019 was ¥2,923,464 million ($26,337,514 thousand).
Revenue recognised from other sources was mainly revenue from the sale of goods, ete. by consolidated subsidiaries engaged in .
grain business in the Food group in the amount of ¥2,681,048 million ($24,153,586 thousand). As these transactions had been
executed for the purpose of generating profits from the sales of goods and short-term fluctuations in market prices by concluding
forward contracts, they were accounted for as derivatives in accordance with IFRS 9 Financial Instruments and excluded from the
scope of IFRS 15 Revenue from Contracts with Customers. Among such transactions, for those involving sales of goods subject to
physical settlement, revenue was recorded in gross amount.

Determining the transaction price and the amounts allocated to performance obligations

In the determination of the transaction price, the Companies include the effects of variable consideration due to sales discounts,
rebates, ete. If consideration for geods or services, ete. had been expected to be paid within a period of one year or less since the
transfer of such goods or services, etc., no adjustments were made with respect to the effects of a significant financing component.
Variable consideration is estimiated by using the expected velue based on past experience or the most likely amount in a range of '
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possible consideration amounts, and revenue is recognised only to the extent that it is highly probable that a significant reversal in
the amount of cumulative revenue recognised will not occur.

In cases where there are multiple performance obligations identified i 'in a contract, the transaction price is allocated to each
performance obligation in proportion to the standalone selling prices.

" Contract balances

The breakdown of contract balances in the Companies was as follows. In the Consolidated Statement of Financial Position,
receivables arising from contracts with customers were included in “Notes, trade accounts and loans receivable" in both Current
assets and Non-current assets, and contract liabilities were included in "Other current liabilities”. The amount of contract assets was
immaterial. Contract liabilities at April 1, 2018 were mostly reclassified to revenue in the year ended March 31, 2019, and the
amount carried forward to subsequent fiscal years was immaterial,

- Millions gf yen ) Thousands of U.S. dollars
March 31, 2019 April 1, 2018 March 31, 2019
Receivables arising from contracts with
coelvables ATISIng frofm confracts Wi ¥886,150 ¥639200 $5,280,631
customers
Contract liabilities 86,446 79,858 778,793

18,

Transaction price allocated to remaining performance obligations
For contracts with a term expected to exceed one year, the Companies allocated transaction prices to unsatisfied (or partially

-nnsatisﬁcd) performance obligations at March 31, 2019 in the amount of ¥92,125 million ($829,955 thousand), and are expected

to recognise ¥27,861 million ($251,000 thousand) as revenue in the year ending March 31, 2020. These amounts do not include
transaction prices regarding remaining performance obligations with an original expected duration of one year or less, and
remeining performance obligations for which revenue is recogpised in the amount to which the Companies have a right to invoice
under coptracts such as those in which the Companies bill a fixed amount for each hour of service provided.

Other-oet

“Other-net” in the Consolidated Statement of Comprehensive Income was the net amount of other income of ¥47,602 million
(3428,847 thousand) and other expenses of ¥36,860 million ($332,072 thousand) for the year ended March 31, 2019. Net exchange
differences recognised in profit or loss classified as “Other-net” in the Consolidated Statement of Comprehensive Income were net
losses of ¥5,954 million (§53,640 thousand). Also, the Companies recognised gains of ¥13,593 million ($122,459 thousand) ansmg
from the sale of a portion of the domestic power generation business.

“Other-nct” in the Consolidated Statement of Comprehensive Income was the net amount of other income of ¥26,497 million
and other expenses of ¥61,560 million for the year ended March 31, 2018, Net exchange differences recognised in profit or loss
classified as “Other-net” in the Consolidated Statement of Comprehensive Income were net gains of ¥4,824 million. Also, the
Companies recognised losses incurred from infrastructure projects oversess.
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19. Other Comprehensive Income ‘
Each component of other comprehensive income, including non-controlling interests and related tax effects, for the years
ended March 31, 2019 and 2018 were as follows: ,

Mitlions of yen
March 31, 2019 March 31, 2018
Beforetax  Tax (expense) Net of tax Before tax Tax (expense) Net of tax
wmount or benefit amount amount or benefit
Gains (losses) on financial assets measured at fair
value through other comprehensive income: )
Gains (losses) arising for the year ¥(23,808) ¥6,073 #(17,735) ¥28,662 ¥(8,098) ¥20,564
Change for the year ¥(23,808) £6,073 ¥17,735) ¥28,662 ¥(8,098) ¥20,564
Foreign cuirency translation sdjustmenta: ’
Gains (losses) arising for the year ¥50,762 ¥1,464 ¥52,226 ¥(93,467) 1) ¥(93,578)
Reclassification to profit or loss for the year 2,969 64 3,033 4,494 (231) 4,263
Change for the year ¥53,731 ¥1,528 ¥S5,259 ¥(88,973) ¥(342) ¥(89.315)
Gains (losses) on cash flow hedgea: )
(ains (losses) arising for the ysar ¥a7 ¥911 ¥1,390 ¥(12,462) ¥3,650 ¥(3,812)
Reclassification to profit or logs for the year 10,016 (941) 9,075 9,195 (814) 8,381
Change for the year ¥10,495 ¥(30) ¥10,465 ¥(3.267) ¥2,83 ¥(431)
Remeasurements of defined benefit pension plen: .
Gains (losses) arising for the year ¥(10,125) ¥2,419 ¥(7,710) ¥7473 ¥(3.860) ¥3,613
Change for the year ¥(10,129) ¥2,419 ¥7,710) ¥7.473 ¥(3,860) ¥3,613
Other comprehensive income (loss) ¥30,289 ¥9,990 ¥40,279 ¥(56,105) ¥9,464) ¥(65,569)

Thousands of U.S. doilars
March 31, 2019
Before tax  Tax (expemse)  Netof tax

amount or benefit amount
Gains (lossea) on fnancial assets measured at fair
valus through other comprehensive mcome:
(ains (losses) arising for the year $(214,487) $54,712  $(159,775)
Change for the year $(214,487) $54,712  (159,775)
Foreign currency trans(ation adjustments:
(Gains (losses) arising for the year $457316 513,189 $470,508
Reclassifieation to profit or loss for the year 26,748 576 27324
Change for the year $484,064 $13,765 $497,829
QGains (losses) on cash flow hedges;
Gains (lozses) arising for the year $4315 $8,207 - $12,522
Reclassification to profit or loss for the year 90,234 (8,477) 81,757
chms.e for the year $94,549 $(270) $94,27%
R ments of defined benefit plan:
Gains (losses) arising for the year $(91,252) $21,793 $(69,459)
Change for the year $(91,252) 21,793 $(69,459)
Other comprehensive income (losa} $272,874 $90,000 $362,874
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20. Earnings per Share

Basic and diluted earnings per share attributable to shareholders of the parent for the years ended Ma.r_ch 31, 2019 and 2018 were

as follows:

Millions of yen

Thousands of U.S. dollars

March 31, 2019

March 31, 2018

March 31, 2019

Numerator:
Profit for the year attributable to owners of the
parent
Adjustment amount used for the calculation
of earnings per share attributable to
shareholders of the parent (basic)
Armount not attributable to shareholders
of the parent
Profit for the year used for the calculation of
earnings per share astributable to ‘
sharcholders of the parent (basic)

. Adjustment amount used for the calculation
of earnings per share attributable to
shareholders of the parent (diluted)

Adjustment concerning stock acquisition
rights
Profit for the year used for the calculation of
eamnings per share attributable to
shareholders of the parent (diluted)

¥230,891

4,015

226,876

)

¥226,875

¥211,259

4,000

207,259

n

¥207,258

$2,080,099

36,171

2,043,928

®

§2,043,919

Number of shares

March 31, 2619

March 31, 2018

Denominator:

Weighted average number of ordinary shares
used for the calculation of earnings per share
attributable to shareholders of the parent
(basic) '

Effect of dilution
Adjustment concerning stock acquisition
rights

Weighted average number of ordinary shares
used for the calculation of earnings per share
attributable to shareholders of the parent
(difuted)

Earnings per share attributable to shareholders
of the parent

1,735,.354,008

1,503,080

1,736,857,088

Yen

1,735,359,061

849,138

1,736,208,198

U.S. dollars

March 31, 2019

March 31, 2018

Mareh 31, 2019

Basic
Diluted

¥130.74
¥130.62

¥119.43
¥119.37

$1.18
$1.18
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21. Cash Flow Information
(1) Non-cash transactions related to investing activities and financing activities
There were no material non-cash transactions related to investing activities and financing activities for the years ended March 31,
2019 and 2018. '

(2) Chenges in liabilities and assets arising from financing activities ,
Changes in liabilities and assets arising from financing activities for the year ended March 31,2019 were composed of the following,

Millions of yen
Bonds and borrowings Other Total
Changes in Labilities and assets arising from '

financing activities (figures in parentheses indicate

decrease in ligbilities): '
Changes from financing cash flows ¥(275,940) ¥(65,128) ¥(345,068)
Changes arising from obtaining or Josing control '
of subsidiaries or other businesses 35301 3,790 39,09
The effect of changes in foreign exchange rates 39,295 4,739 44,034
Changes in fair values ’ 1,173 (2,565) (1,392)
Increase arising from use of trade financing 25,518 - 25,518
Others 326 3,566 3,892

. Thousands of U.S. dollars
. Bonds and borrowings Other Total
Changes in lisbilities and assets arising from

financing activities (figures in parentheses indicate

decrease in liabilities): .
Changes from financing cash flows $(2,485,946) $(622,774) $(3,108,720)
Chenges arising from obtaining or losing control
of subsidiaries or other businesses 318,027 34,144 352,171
The effect of changes in foreign exchange rates 354,009 42,694 396,703
Changes in fair values . 10,568 (23,109) (12,541)
lncrease arising from use of trade financing 229,892 - 229,892

' 35063

Others 2,937 32,126

Changes in liabilities and assets arising from finencing activities for the year ended March 31,2018 were composed of the following.

Millions of yen
Bonds and borrowings_ Other Total
Changes in liabilities and assets arising from

financing activities (figures in perentheses indicate

decrease in liabilities):
Changes from financing cash flows ¥(189,508) ¥(26,094) ¥(215,602)
Changes arising from obtaining or losing control
of subsidiaries or other businesses (14,424) (3,639) (18,063)
The effect of changes in foreign exchange rates (57,7114) {5,630) (63,344)
Changes in fair values (6,651) 6,823 172
Increase arising from use of trade financing 3,920 - 3,920
Others 943 5270 6,213
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The Company has 8 stock option pian for its directors (excluding outside directors) and executive officers. Under the plan, each
stock option entitles stock acquisition right holders to acquire 100 shares of common steck at an exercise price equal to ¥1 ($0.01)

per share.

Stock acquisition right holders shall be abl

e to exercise their stock acquisition rights for 33 years after the allotment date, on

and after (i) the day when three years have elapsed from the allotment date or (ii) the day following the date on which they cease
to be a director or executive officer of the Company, whichever is earlier. .

A summary of the Company’s stock option activity is as follows:

Year ended March 31, 2019 Year ended March 31, 2018
Number of shares Heighted average " Number of shares Wezgh:e'd average
exercise price exercise price
Outstanding at beginning of year - 1,004,700 ¥ (50.01) 472,400 ¥l
Granted 640,600 ¥1 (30.01) 532,300 ¥!
Forfeited - - - -
Exercised - - - -
Expired - - - -
Qutstanding at end of year 1,645,300 ¥1 (50.01) 1,004,700 ¥1
Exercisable at end of year 339,900 ¥1 (30.01) 40,900 ¥1

The exercise price and weighted average remaining contractual life at March 31, 2019 were ¥1 ($0.01) and 31.3 years.

The weighted average fair values of stock options under the Company’s stock t;pﬁon plan at the respective measurement

dates for the years ended March 31, 2019 and 2018 were ¥741 (86.68) and ¥671, respectively.

The fair value of the stock options was measured using the Black-Scholes model. The expected volatility is measured based

on the historical share prices of the Company for a period corresponding to the expected option life. The assumptions used for

measuring the fair value are as follows:

Year ended March 31, 2019 Year ended March 31, 2018
Portion allocated | Portion allocated | Portion allocated | Portion allocated
onApril 11,2018 | on July 9, 2018 |on Aprl 17, 2017 | on July 10,2017
Stock price at the measurement date ¥789 (87.11) ¥839 ($7.56) ¥655 ¥740
Exercise price ¥1 (30.01) ¥1 (50.01) ¥i ¥1
Expected volatility (%) 29.0 29.1 29.6 299
Expected option life (years) 3.0 30 3.0 3.0
Expected dividend yield (%) 33 3.7 3.1 3.1
(0.1) {0.1) (0.2) 0.1)

Risk-free interest rate (%)

- Stock compensation expenses recorded for the

million, respectively.

years ended March 31, 2019 and 2018 were ¥474 million ($4,270 thousand) and ¥348
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23. Financial Instruments and Related Disclosures
(1) Policy for managing capitsal
The fundamental policy of the Companies is to maintain an optimal mix of funding in line with the requirements of the asset
portfolio. Funding sources include indirect financial procurement firstly from banks and other financial institutions, as well as
direct procurement through the issuance of bonds, commercial. paper and other means. The Companies utilise such management
indicators as net DE ratio (Note 1) and risk assets (Note 2) and strengthen the financial base to build and maintain a strong financial
foundation that will serve as the platform for growth.

Note 1  Net DE ratio = Net interest bearing debt / Total equity. Net interest bearing debt is calculated by subtracting cash
and cash equivalents, and time deposits from the total bonds and borrowings (current and non-current).

Note2 The Company defines risk assets as the exposure of its portfolio to the maximum possible loss that could be incurred
on & consolidated basis, 1<neasured using the Value at Risk method. The Company conducts computer simulations
on all group essets including the assets of the consolidated subsidiaries that take into account the risk attributes of
each type of exposure such as country risk, mdustry risk, credit rating of the customers, and scheduled duc dates
of receivables.

In "GC2021"—the three-year mid-term management strategy launched in the year ending March 31, 2020—management regularly
monitors the net DE ratio with the aim of achieving the target of approximately 0. 8 times by March 31, 2020.
The Companies are not subject to any significant capital restncttons {with the exception of general restrictions pursuant to
laws such as the Companies Act of Japan).

(2) Policy for managing risks
The CompaniesA conduct business activities in various countries including Japan and are, thus, subject to the effects of interest rate
risks, exchange rate risks, credit risks, commodity price risks, liquidity risks and stock price fluctuation risks described below.
The Companies evaluate these risks through monitoring on a regular basis and manage these risks under an identical risk
management policy, regardless of the application of hedge accounting, in order to hedge all or part of these risks. In principle, the
hedged items and the hedging instruments are based on the same underlying and have an economic relationship. Additionally, the
hedge ratio is on a one-to-one basis so that the risk exposure of the hedged items is effectively reduced.

(i) Management of interest rate risks
Since the Companies have raiscd certain funds at floating interest rates, they are exposed to the risk of an increase in mterest
expense in the event of a hike in market interest rates. The majority of liabilities at floating rates correspond to notes, trade
accounts and loans receivable, which are positively affected by changes in interest rates. Interest insensitive assets such as |
certain fixed assets and investment securities will also possibly produce an increase in dividends and other income because of
a rise in market interest rates. The Companies cannot completely avoid interest rate risks, however, risk exposure is limited by
the portfolio of assets and liabilities held.

In addition, among the liabilities used to fund interest insensitive assets, such as certain fixed assets and investment
securities, that portion with floating rates is categorised as “unhedged” based on the Group’s asset- liability management.
Monitoring market movements in interest rates, the Group utilises interest rate swaps and takes other measures to mitigate the
risk of interest rate fluctuations.

Interest rate sensitivity

The following table illustrates the impact of a 1% rise in interest rates on profit before tax of the Companies at March 31,
2019 and 2018 assuming that all other varisbles are held constant. '

Thousands of
Millions of yen U.S. dollars
. March 31, 2019 Mearch 31, 2018 March 31, 2019
' Effect on profit before tax s ¥(10,750) ¥(12,881) $(96,847)
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(ii) Management of foreign currency risks .

The Companies conduct transactions in a variety of currencies and are, thus, subject to the effects of exchange rate fluctuation
risks associated with business activities conducted in foreign currencies and with net investments in foreign operations. In order
to hedge the risks associated with business activities, i.e., the risk of changes in cash flows of foreign currency denominated
receivables, payables, firm commitments and forecast transactions, and the risk of changes in fair value of forsign currency
denominated receivables, payables and firm commitments; as well as the exchange rate fluctuation risk of net investments in
foreign operations, the Companies utilise forward-exchange contracts, foreign currency denominated bonds and borrowings,
and other means to mitigate these risks associated with exchange rate fluctuations.

_Foreign exchange sensitivity

The following table illustrates the impact of an appreciation of the Japanese yen by ¥1 against the US$ and AUS$ on profit
before tax and equity of the Companies, assuming that all other variables are held constant at March 31, 2019 and 2018. A
depreciation of the Japanese yen by ¥1 against the USY and AUS, assuming that all other variables are held constant, wonld
result in the opposite impact on profit before tax and equity of the Companies of the amounts shown in the following table.
Currencies other than the US$ and AUS, there are no foreign currencies that pose a significant exchange rate fluctuation risk.

Thousands of
Millions of yen U.S. dollars
March 31,2019  March 31, 2018 March 31, 2019
<U.S. dollars>
Effect on profit before tax ¥331) ¥49 $(2,982)
Effect on foreign currency transtation adjustments (before tax) (13,074) (12,113) (117,784)
<Australian doilars>
Effect on profit before tax 43 48 387
Effect on foreign currency translation adjustments (before tax) (1,933) (1,913) (17,414)

{iii) Management of credit risks

The Companies carry out general trading business, which comim'sc export, import, domestic and offshore trading i a wide
variety of fields including industrial, egricultural and consumer products, and which also involves all levels of activities from
planning, investment, and research and development through production, distribution and marketing, In addition, the Companies
operate in substantially ell geographic areas of the world, and their customers are diversified. Accordingly, the management of
the Companies believes there is no significant concentration of aredit risk among its customers or in its investments. The
Companics make credit enhancements as necessary, such as taking out insurance and obtaining collateral of machinery and
equipment, etc. For derivative transactions, risk management policy and edministrative guidelines have been established in
accordance with internal regﬁlati(ms; subject to sufficient identification of the counterparty's credit status on an individual basis,
a transaction limit is set in terms of amount and reviewed periodically.

The carrying amount of the financial assets of the Companies after impairment represent the maximum exposure to credit
risk that does not take into account collateral and other credit enhancements.

Allowance for doubtful accounts for a debt instrument financial asset measured at amortised cost and Debt instrument
financial asset measured at FVTOCI is recognised, after estimating the recoverable amount, cither: collectively in cases where
there has not been a significant increase in the credit risk for financial instruments since initial recognition; or individually in
cases where there has been a significant increase in the credit risk for financial instruments since initial recognition. Credit rigk
is managed by using an internal credit rating determined according to the customer’s credit status; a rating is assigned to
companics on an individual basis and reviewed periodically, In the calculation of expected credit losses, the ratio of allowance
calculated with respect to each credit rating and each credit period is applied to the past record of default with respect to each
credit rating that factors in future cconomic fluctuations and changes in the fundamentals.

Situations where there has been a significant increase in credit risk include situations where payment is contractually
considerably overdue and situations where contractual terms have been relaxed in conjunction with the increase in the credit
risk of the obligor. If the credit risk is decmed to be low as at the end of each reporting period, credit risk is presumed not to
have significantly increased since initial recognition.

If one or more events that have an adverse impact on the estimated future cash flows of 8 financial asset have occurred
and, for example, there are major concerns over the financial position of the issuer or obligor or concessions have been made
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)

(e.g., debt forgiveness, substantial relaxafion of repayment terms) in conjunction with the increase in the credit risk of the
obligor or issuer, such financial asset is regarded as a credit-impaired financial asset. If part or all of the credit-impaired financial
asset is not reasonably expected to be recovered, such part is derecognised and deducted directly from the carrying amount of
the financial asset.

{2) Quantitative and qualitative mformation on amounts arising from expected credit losses
Changes in allowance for doubtful accounts for trade accounts and Joans receivable measured at amortised cost were as follows:

Millions of yen
Trade accounts receivable Loans receivable
Lifetime .C"a‘:‘r; 12-month  Lifetime .C"’s‘r;
expected ‘mpaire Subtotal expected expected Impaur Subtotal Total
credit losses fnmcial credit losses  credit losses financia)
assets assets
March 31, 2018 ¥6,116  ¥36,411  ¥42,527 965 ¥— ¥5,900 ¥6,865 149,392
5:::‘3'” for the 2,654 8351 11,008 73 - 4321 4994 15999
Charge-offs 1,325) (8,125) (9,450) - - (161) (161) (9,611)
Others (1L,117) (4,147 (5,264) (353) - 978 625 (4,639)
March 31, 2019 ¥%6,328 ¥32,490 ¥38,818 ¥1.285 ¥— ¥11,038 ¥12,323 ¥51,141
Thousands of U.S. dollars
Trade accounts receivable Loans receivable
Lifetime gpﬁd [2-month  Lifetime i;":;d
e)gte;:t:;le fnancial Subtotal cl-(::hp:‘.lcte«d “Z’;?:;:;::es fnancial Subtotal Total
erecit losses assets osses assets
March 31, 2018 $55,099 $328,027 $383,126 $8,694 55— $53,153 $61,847 $444,973
m"’sw" for the 23910 75234 99,144 6,063 - 38928 4991 144135
Charge-offs (11,937  (73,198)  (85,135) - - (1,450) (1,450)  (86,585)
Others (10,063)  (37360)  (47,423) (3,180) — 8,810 5630 (41,793)
March 31, 2019 $57,009  $292,703  $349,712  S11,577 S—  $99441  S111,018  $460,730
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(b) Maximum exposures to credit risk
The breakdown of maximum exposures to credit risk was as follows:

Millions of yen
March 31, 2019
C12moph  Lifetime STt
expected  expected credit & P cial Total
credit losses losses assets
Trade accounts :
rectivable ¥1,305,127 B7916 ¥1.343,043
Loans receivable 116,566 - 13,056 129,622
Thousands of U.S. dollars
March 31, 2019
12-month Lifetime u?eai:: 4
expected  expected credit ﬁn;;nci al Total
credit losses losses
assets
Trade ts
rack accoun S—  $11,757,901  $341,585 $12,099,486
receivable
Loans receivabie 1,050,144 - 117,622 1,167,766
The amount of collateral and other credit enhancements for credit-impaired financial assets at March 31, 2019 was ¥5,475
million ($49,324 thousand)

(iv) Management of commodity price risks )
The Companies are subject to the effects of fluctuation risk of oil and gas, coal, aluminum, copper, and agnculmral product
prices. The Companies match buy and sell orders and use commodity derivatives including commodity futures, commodity
forward contracts, commodity swaps and comumodity options to mitigate the fluctuation risks of commodity prices. Additionally,
certain commodity derivatives are entered into for trading purposes within pre-detennined limits and loss limits. '

Commodity price sensitivity

The fluctuation risk of commaodity prices on inventories, and purchase and sales contracts at the end of year is suhstanually
diminished through commodity derivatives and other means. Additionally, the impact of changes in the fair vafuc of commodlty
derivatives for trading purposes is not significant.

(v) Management of liquidity risk
The Companies are subject to the effects of liquidity risk including the dramatic decline in liquidity of held assets due to
financial market turmoil. The Companies maintain a sufficient level of liquidity, mainly in the form of cash and deposits, in
addition to cash flows from operating activities and the cstablishment of commitment lines with financial institutions.
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The following table illustrates the results of a liquidity analysis conducted on the derivatives of the Companies at March 31,
2019 and 2018. Derivatives that are settled net with other contracts are represented as gross amounts.

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Notlaterthan "Morethan  Not fater than  More than Not later than ~ More than
one year one year one year one year oneyear  one year
Revenue ’ -
Interest rate ¥5,394 ¥17,751 ¥5,731 ¥19,388 - $48,595 $159,919
Foreign currency 2,616 1,067 7,057 1,023 23,568 9,613
Commodity 124,498 7,099 92,081 6,895 1,121,604 63,955
Other . 45 1,015 - 1,265 2,207 9,144
Expense , .
[nterest rate (25) (761) (55) (1,926) (225) (6:856)
Foreign currency (20700 . (1,266) (6,485) @2717) . (18,649) (11,405)
Commodity (97,367) (4,036) (81,797) (3,043) (877,180) (36,360)
Other — 0 - (445) - 0

For the liquidity analysis of non-derivative financial liabilitics, see (3) Fair value of financial instruments.

(vi) Management of stock price fluctuation risk } o
The Companies hold equity instruments (stocks) mainly for the purpose of strengthening relationships with business partners
and are, thus, subject to the effects of stock price fluctuations. The Companies regularty review their holding of stocks, and by
disposing of stocks that are no longer considered worthwhile holding, mitigate the risk of fluctuations in stock prices.

‘Sensitivity to stock price fluctuations

In terms of equity instruments (stocks) in active markets, if quoted prices drop 5% across the board at the year end, the
negative impact (before tax) on “Gains (losses) on financial assets measured at fair value through other comprehensive income”
of the Companies for-the years ended March 31, 2019 and 2018 would be ¥(8,255) million ($(74,369) thousand) and ¥(8,712)
million, respectively; while the impact on profit or loss would be minimal.

(3) Fair value of financial instruments
(i) Fair value measurement methods
The estimated fair value of the financial instruments of the Companies has been determined using available market information
_ or other appropriate valuation methodologies.
The following methodologies and assumptions are used by the Companies in estimating the fair value disclosures of
financial instruments:

Cash and cash equivalents, and time deposits: Cash and cash equivalents, and time deposits are measured at amortised cost,
-+ and their carrying amount in the Consolidated Staternent of Financial Position approximate fair value due to the relative short-
term maturities.

Investment securities and other investments: The fair value of mvestment securities in active markets is measured on the basis
of quoted prices at the year end. '

The fair value-of equity instrument financial assets in markets that are not active and debt instrument financial assets
classified as Finencial assets measured at FVTOCI or FVTPL is measured on the basis of discounted future cash flows, third-
party valuations and other veluation methods.

The fair value of debt instrument financial assets measured at amortised cost is estimated using discounted future cash flows
based on the market interest rates at the year end applicable to debt instrument financial assets with identical remaining periods
and similar credit ratings.

Notes, trade accounts and loans receivable, and notes and trade accounts payable: The fair value of notes, trade accounts
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and loans receivable, and notes and trade accounts payable is estimated using discounted future cash flows base;l mainly oh the
interest rates at the year end applicable to notes, trade accounts and loans receivable, and notes and trade accounts payable with
identical remaining periods and similar credit ratings.

Bouds and borrowings: The fair value of bonds and borrowings is estimated using discounted fiture cash flows based on the
interest rates at the year end applicable to similar loan agreements with identical remaining periods.

Other financial assets and liabilities: Other financial assets and other financial liabilities include derivative assets and derivative
liabilities as well as non-derivative assets and non-derivative liabilities. .

The carrying amounts of derivative assets and derivative liabilities reflected in the Consolidated Statement of Financial
Position represent fair value,

Non-derivative assets mainly consist of other receivables from customers, and have been measured at amortised cost, with
the exception of Financial assets measured at FVTPL.

Non-derivative liabilities mainly consist of other payables to customers and payables relating to consideration for notes,
trade accounts and loans receivable that have been transferred without satisfying the criteria for derecognition of financial assets,
and have been measured at amortised cost.

The carrying amounts of non-derivative assets and non-derivative liabilities measured at amortised cost reflected in the
Consolidated Statement of Financial Position approximate fair value.

Interest rate swap agreements: The fair value of interest rate swap agreements is estimated using discounted future cash flows
based on the swap rates at the year end applicable to similar interest rate swap agreements with identical remaining periods.

Forward exchange contracts: The fair value forward exchange contracts is estimated based on quoted prices at the year end.

Commodity futures and forward contracts: The fair value of commodity futures and forward contracts is estimated based on
quoted prices at the year end.

(ii) Notes, trade accounts and loans receivable
The carrying amounts of notes, trade accounts and loans receivable at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars

March 31, 2019 March 31, 2018 March 31, 2619
Notes receivable - ¥54 355 ¥70,425 $489,685
Trade accounts receivable 1,288,688 1,312,735 11,609,802
Loans receivable 129,622 ’ 120,283 1,167,766
Allowance for doubtful accounts (51,141) (49,392) (460,730)
Total ¥1,421,524 ¥],454,051 $12,806,523

Notes, trade accounts and loans receivable subsequently measured at FVTPL have been classified as such based on the
Company's business model and the contractual cash flow characteristics of the financial asset, while all other notes, trade
accounts and loans receivable are substantially measured at amortised cost.

Notes, trade accounts and loans receivable measured at FVTPL were ¥18,680 million ($168,288 thousand) and ¥49,974
million at March 31, 2019 and 2018, respectively. *

The fair values of notes, trade accounts and loans receivable measured at amortised cost were ¥1,402,911 million
(812,638,838 thousand) and ¥1,404,106 million at March 31, 2019 and 2018, respectively.

Notes, trade accounts and loans receivable that were transferred {arithout meeting the criteria for derecognition and therefore
continued to be recognised by the Company at March 31, 2019 and 2018 were ¥103,456 million ($932,036 thousand) and
¥107,373 million, respectively, and have been included in “Notes, trade accounts and loans receivable”. Correspondingly
amounts received from such transfers of ¥40,622 million ($365,964 thousand) and ¥59,233 million, respectively, have been
included in “Other current financial liabilities”. In terms of these notes, trade accounts, and loans receivable, the Companies have
been judged to substantiaily retain all the risks and rewards of ownership of the transferred assets, as the Companiss assume
payment obligations in the event of default by the drawer or the obligor.
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Of the amounts above, notes, trade accounts and loans receivable for which the transferee has the right to recourse to the
transferred assets only were ¥90,864 million ($3818,595 thousand) and ¥89,453 million, and the carrying amount of the related
liabilities were ¥28,037 million ($252,586 thousand) and ¥41,321 million at March 31, 2019 and 2018, respectively. These
carrying amounts approximate their respective fair values.

Additionally, certain notes, trade accounts and loans receivable transferred continue to be recognised as assets to the extent
of continuing involvement, due to the Companies assuming partial payment obligations in the event of a defimlt by the obligor
or due to the Companies having been determined to retain control over the said notes, trade accounts and loans receivable, At
March 31, 2019 and 2018, the carrying amounts prior to transfer of the said notes, trade accounts and loans receivable were ¥369
million (33,324 thousand) and ¥419 million, respectively, and the carrying amounts of assets continued to be recognised by the
Companies due to continuing involvement and the related liabilities in the same amounts were ¥59 million (3532 thousand) and
¥73 million, respectively.

Changes in allowance for doubtful accounts for the year ended March 31, 2018 were as follows:

Millions of yen

March 31, 2018
Balance at beginning of year ¥35,767
Provision for the year 20,041
Charge-offs (2.972)
Others (3,444)
Balance at end of year ¥49,392

Notes, trade accounts and loans receivable for which impairment was recognised at March 31, 2018 was ¥46,946 million
and their corresponding allowances for doubtful accounts was ¥38,664 million. The Companies have determined that the
difference between the carrying emounts of the notes, trade accounts and loans receivable and their respective allowances will
" be recoverable through the collection of collateral and other means.

The Companies, as part of their accounts receivable management policy, consider financing receivables 90 days past due as
delinquent and strengthen procedures over collection. Notes, trade accounts and loans receivable that were past due but not
impaired at March 31, 2018 were as follows: '

Millions of yen

March 31, 2018
Not later than 30 days ’ ¥49 443
Later than 90 days 20,063
Total . ¥69,506

(iii) [nvestment securities and other investments

The carrying amounts of investment securities and other investments at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Investment securities ’ )
Debt instrument financial assets
istrument Bhancia’ s ¥is1 ¥ $1,360
measured at amortised cost
) " Total ¥151 ¥0 $1,360
Other investments
Financial assets measured at FVTPL
(equity and debt instruments) ¥4,596 ¥4.601 §41,405
Equity instrument financial assets
measured at FVTOCI 285,241 315,091 2,569,739
Debt instrument financi ts
e s e . el asse 2,915 2,936 26,262
measured at amortised cost
Total ¥292,752 §2,637,406

¥322,628
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Debt in the form of other investments subsequently measured at FVTPL have been classified as such based on the
Company’s business model and the contractual cash flow characteristics of the financial asset. ’

Other investments measured at FVTPL mainly consisted of government and corporate bonds, etc. at March 31, 2019 and
2018. .

[nvestment securities and other investments measured at amortised cost approximated their fair values at March 31, 2019
and 2018.

Equity instruments measured at fair value within other investments held by the Company and certain of its consolidated
subsidiaries, included investments made mainly for the purpose of maintaining and strengthening relationships with business
partners which have been classified as subsequently measured at FYTOCI. Said financial assets as FVTOCI mainly consisted of
common stock and details of their fair values at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
With quoted prices in active markets : ¥165,105 ¥174,230 $1,487,433
Without quoted prices in active markets 120,136 140,861 1,082,306
Total ¥285,241 ¥315,091 $2,569,739

Major issuers of other investments measured at FVTOCT with quoted prices in active markets at March 31, 2019 and 2018

were as follows:

Millions of yen Thousands of U.S. dollars
Stocks March 31, 2019 March 31, 2018 March 31, 2019
NISSHIN SEIFUN GROUP INC. ¥15,963 ¥13,254 $143 811
GOLDWIN INC. 15,500 6,134 139,640
YAMAZAKI BAKING CO,, LTD. 14,666 18,030 132,126
AEON CO., LTD. 10,494 8,602 94,541
INPEX CORPORATION 9,805 12,225 88,333
Okamoto Industries, Inc. 8,062 7.874 72,631
Dai-ichi Life Holdings, Inc. 6,729 8,498 60,622
Tokio Marine Holdings, Inc. 4,588 C 4316 44,036
SAPPORO HOLDINGS LIMITED ) 3,986 5113 - 35910
Sompo Holdings, Inc. : 3,296 3,444 29,694

Other investments measured at FVTOCI that do not have quoted prices in active markets comprised investments in resources,
materials, machinery and lifestyle related businesses. At March 31, 2019 and 2018, investments in resources related busiesses
were ¥69,633 million ($627,324 thousand) and ¥79,354 million, respectively, while investments in other areas were ¥50,503
million ($454,982 thousand) and ¥61,507 million, respectively.

Dividend income recognised on other investments measured at FVTOCT for the year ended March 31, 2019 wes ¥37,336
million ($336,360 thousand), of which dividend income on investments held at March 31, 2019 was ¥30,522 million ($274,973
thousand). Dividend income recognised on other investments measured at FVTOCI for the year ended March 31, 2018 was
¥21,254 million, of which dividend income on investments held at March 31, 2018 was ¥20,731 million.

Gains and losses on Financial assets messured at FVTOCI relating to other investments measured at FVTOCI recognised
within Equity in the Consolidated Statement of Financial Position that relate to the portion of investments that were derecognised
or of which the déqlinc in fair value compared with its acquisition cost is significant and other than temporary for the year have
been reclassified to retained eanings. Amounts of reclassified items (after tax) for the years ended March 31, 2019 and 2018
were ¥6,910 million ($62,253 ﬁ:ousmd) (losses) and ¥7,593 million (losses), respectively.

Other investments measured at FVTOCI that were disposed of due to revisions of business strategies and other reasons for
the years ended March 31, 2019 and 2018 were as follows:
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Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Fair value at derecognition K 46,943 ¥26,357 $422,910
Cumulative gains (losses) at derecognition (8,697) (12,992) (78,351)
Dividend income on the derecognised .
investments 6,814 523 61,387

(iv) Notes and trade accounts payable
The carrying amounts of notes and trade accounts payable at March 31, 2019 and 2018 were as follows:

Millions of yen - Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Notes payable ’ ¥251,463 ¥307,604 ) §2,265,432
Trade accounts payable 1,033,299 1,083,131 ‘ - 9,309,000
‘ Total ¥1,284,762 ¥1,390,735 $11,574,432

Notes and trade accounts payable are measured at amortised cost.
The carrying amounts of notes and trade accounts payable approximated their fair value at March 31, 2019 and 2018.

The future contract due dates of notes and trade accounts payable at March 31, 2019 and 2018 were es follows:

Millions of yen Thousands of U.S. dollars

March 31, 2019 March 31, 2018 March 31, 2019
Not later than one year ¥1,273,196 ¥1,374,022 . 811,470,234
Later than one year 11,566 16,713 104,198

(v) Bonds and borrowings
The carrying amounts of bonds and borrowings at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019 -
Bonds ¥331,945 ¥325,364 $2,990,496
Borrowings 2,036,432 2,217,340 18,346,234
Total ¥2,368,377 ¥2,542,704 321,336,730

Bonds and borrowings are measured at amortised cost.
The carrying amounts of bonds and borrowings approximated their fair values at March 31, 2019. The fair values of bonds
and borrowings at March 31, 2018 were ¥2,542,717 million, and were categorised as Level 3.

The future contract due dates of bonds and borrowings at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars .
March 31, 2019 March 31, 2018 March 31, 2019
Not later than one year ¥527,941 ¥652.211 $4,756,225
Later than one year and not [ater than 1312383 1313033 . 11,823,000
five years -
Later than five years 699,582 717,655 6,302,541
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Details of bonds and borrowings at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
0.23% - 2.55% unsecured bonds
payable in Japanese yen with final ¥268,000 ¥318,000 $2,414,414
maturity in 2037
3.75% Unsecured bonds payable in U.S. :
. .. 2 - 498
dollars with maturity in 2023 ss321 98,387
Short-term borrowings principally at
» ) h 3 -“
- rates from 0.14% to 6.00% 217,054 216,723 ) 1955441
" Long-term borrowings due serially : .
through 2033 principally at rates from 1,819,378 1,940,617 16,390,793
0.00% to 4.01%
(Current portion of long-term
] 21,302 284,938 1,993,712
borrgwings) (221,302) ( ) ¢ )
Other 8,624 - 7,364 77,695
Total 2,368,377 ¥2,542,704 $21,336,730

Note: The applicable inte@ rates, the year of final maturity or the final repayment deadline as at March 31, 2019 are presented.
(vi) Finance income (expenses) .
Each component of finance income (expenses) for the years ended March 31, 2019 and 2018 was as follows:

Mitlions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Interest income: _
t instrumnent financial d at : L
Debt instrument finencial assets measured 8 ¥15,950 ¥13,526 $143,694
amortised cost .
Total ¥15,950 ¥13,526 $143,694
Interest expenses:
Financial liabilities measured at amortised cost ¥(49,503) ¥(38,441) $(445,973)
Other 2,696 - 3,493 24,288
Total - ; ¥(46,807) - ¥(34,948) §(421,685)
Dividend income:
Financial assets measured at FVTPL (equity and w % 50
debt) ,
Equity instrument finencial assets measured at
33
FVTOCI ' 37,336 21,254 6,360
Total ¥37,336 ¥21254 $336,360
Gains (losses) on investment securities:

L ity and i
Financial assets measured at FVTPL (equity an s - ¥1080 . $5478
debt) . .

Other T 27909 24,067 251,432
Total ¥28,517 ¥25,147 $256,910

“Other” within “Interest expenses™ mainly included gains and losses from derivative transactions.

“Other” within “Gains (losses) on investment securities” mainly included gains (losses) on disposal of investments and
impairment losses with respect to associates and joint ventures, gains (losses) on remeasurement of fair value of the equity
interest held before the acquisition date associated with obtaining control over subsidiary (see Note S. “Business Combinations™)
and joint ventures and gains (losses) accompanying the loss of control of subsidiaries. For the years ended March 31, 2019 and
2018, gains (losses) on disposal of subsidiaries and other were ¥2,075 million ($18,694 thousand) (gains) and ¥5,350 million
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{gains), respectively. Included in the amounts, gains (losses) on the remeasurement to fair value of residual interests in the former
subsidiaries at the date of loss of control for the years ended March 31, 2019 and 2018 were ¥152 million ($1,369 thousand)
(losses) and ¥1,483 million (gains), respectively.

In respect of “Other” within “Gains (losses) on investment securities” in the year ended March 3l 2018, the Company
recognised gains on sale in the amount of ¥11,177 million associated with the sale of its offshore wind farm business in the UK.

(vii) Fair value measurements
The Companies measure certain assets and liabilities at fmr value. The inputs used in the fair value measurement are categorised
into three levels based upon the observability of the inputs in markets,

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Companjes can access at the
measurement date

Level 2: Inputs other than quoted prices included within Level | that are observable for the asséts or liabilities, either directly
or indirectly

Level 3: Unobservable inputs for the assets or lmbxlmes

The financial assets and liabilities measured at fair value by the Companies on a recurring bagis at March 31, 2019 and 2018
were as follows: )
Millions of yen Thousands of U.S. doliers

March 3t, 2019 March 31, 2018 March 31,2019
Levell Level2 Level3 Total levell Level2 Llsvel3 Total Level 1 Level2  Leveld Total
Aasets: .
Non-derivative Financial
assety measured at FYTPL:
Notes, trade accounts and
loans receivable ¥— ¥18,680 ¥— V18,680  ¥— ¥49.974 ¥~ ¥49974 $— 5168288 S—  $168,298
Other [nvestments .
(equity) - - 1 2 - - 10 10 - - 18 18
Other lnvestments (debt) - = 459 459 - — 4591 4591 - - 41387 41387
Other financial assots - - 15214 15214 - - 13152 13,152 - - 137,063 137,063 -
Non-derivative Financial '
essets measured st FVTOCL
Other Investments (equity) 165,105 — 120,136 285241 174,230 ~ 140,861 315091 1,487,433 — 1082306 2.569,739
Detivative instruments: .
Interest rato contracts ~ 13,642 - 2364 - 22872 — 22872 — 212,991 — 12,991
Forward exchange | .
contracts . - 3650 - 3650 — 8080 ~ 8080 - 328% - 32883
Commodity contracts 10,654 80,610 2276 93,540 1779 65438 1470 68,657 95982 726216 20,505 842,703
Other - — 1260 1260 - — 1265 1265 - - nasst  1n3s
Lisbilities:
Derivative instruments:
Interest rate contracts - (53 - (as3) - (602 - (&02) = (1378) - (1378)
Farward exchanga
contracts ) - (3303) - (8762) - (8.762) = @S - @15M
Commodity contracts 3,958) (52,790) (2,662) (59.410) (3.875) (50,135)  (541) (54,551)  (35,658) (475585) (23.982) (535225)
Other - - 0 0 - —  (445)  (445) - - 0 0
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Other investments categorised as Level 1 mainly consist of marketable equity securities in active markets. Derivative
instruments categorised as Level 1 consist of derivatives related to commodity contracts. These assets are measured at quoted
prices in active markets without adjustment. '

Notes, trade accounts and loans receivable categorised as Level 2 consist of notes and trade accounts receivable that are
setted at future market prices. Derivative instruments categorised as Level 2 mainly consist of interest rate swaps, forward
exchange contracts and derivatives related to commodity contracts. These assets and liabilities are mainly measured based on
quoted prices of identical assets not categorised as Level 1 in markets that are not active or similar assets or liabilities in active
markets, and measurement is based mainly on a merket approach using observable inputs, such as prices in commodity markets,
foreign exchange rates and interest rates. -

Other investments categorised as Level 3 mainly consist of equity securities in inactive markets; and derivative instruments
categorised as Level 3 mainly consist of derivatives related to commodity contracts. These assets and liabilities arc measured
mainly based on an income approach using inputs that are reasonably available or inputs many market participants use with
reasonable confidence because observable inputs are not available due to a lack of similar asscts or liabilities in active markets
or distortive market prices resulting from dramatic liquidity decreases and such like.

Significant unobservable inputs used in the fhir value measurement of investments whose fair values are measured on a
recurring basis categorised as Level 3 are discount rates. Fair value decreases (increases) as the discount rate rises (declines). At
March 31, 2019 and 2018, discount rates used in fair value measurement by the Companies range from 7.2% to 12.4% and 7.0%
to 11.6%, respectively,

The Companies recognise transfers of assets and liabilities between Levels of the fair value hierarchy at the end of each
quarterly period. :

During the years ended March 31, 2019 and 2018, there were no transfers between Levels 1 and 2.
Changes in Level 3 assets and labilities measured at feir value on a recurring basis by the Companies for the years ended
March 31, 2019 and 2018 were as follows:

of year

Millions of yen
Nen-derivative
Finencial
assets
Non-derivative Financial assets measured et
measured at FVTPL FVTOCI Derivative inatr
Notes, trads
lccoﬁnu
and loana Other  Other financinl  Other Commmodity Other
March 31,2019 receivable  inv assets - im contracts conf
Baiance at begianing of year ¥— ¥4,601 $13,152  $140,861 %929 ¥820
Gains (losses) in profit or loss - 609 6,703 - 4,489 460
Gainy (losses) in other comprehensive income - - - (7,190) - -
Purchases - 1355 - 2,930 - -
" Sales/Redemptions - (2,001) (5.231) (8,153) - -
Settlements - - - - (2292) -
Transfers - - - (8,936) (3.550) -
Effects of acquisition and divestitures - - - 186 - -
Net transfers in and/or (out) of Lavel 3 — - - - - -
Other — 32 590 438 38 (20)
Balance at end of year ¥ ¥4,596 ¥I5214 _ ¥120,136 ¥(386) ¥1,260
Gains (losses) in assets and liabilities held at end )
¥ ¥(63) ¥6,703 — ¥(A393) ¥S5)
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Thousands of U.S. dollars
Non-derivative
* Fmancial
assets
Non-detivative Financial assets measured at
. d et FVTPL FVTOCI Derivative instr
Nde& trede
accounts
and loans Other Other financial ~ Other Commodity Other
March 31, 2019 __receiveble i assets - investments _ contrects 0!
Bajance at beginning of year $- 541,450 " S118,486  $1,269,018 $8,369 §7,387
Gainzs (losses) in profit or loss = 5,486 60,387 - 40,441 4,144
Gains (fosses) in other comprebensive income - = - {64,775) - -
Purchases - 12200 - 26,396 = -
Sales/Redemptions - (18,027  (47,126) (73,450) - -
Settlements - el - - (20,649} -
Transfers - - e (80,505) (31,982) -
Effects of acquisition and divesti - - - 1,676 - -
Net transfors _in and/or {out) of Level 3 - - - - - , -
Other - 289 5316 3,946 344 (180)
Balance 2t end of year . $— 541,405 $137,063  $1,082,306 Sgéﬂz: $11,351
Guins (lcsses) in assers and liabilities held at end
$— $(568) $60,387 $— $(3,541) $(45)
of year
Millions 13]' yen
Non-derivetive
Financial
assets
Non-derivative Financial assets moasured at . .
d at FVTPL FVYTOCI Derivative i nts
’ . Notes, trade
accounts
and loans Other  Other financial - Other Commodity Other
March 31,2018 receivable  investments , as3ets investments  contracts contracts
Balance at beginning of year ¥11,543 ¥2,832 ¥12,882 ) ¥143,691 ¥658 ¥
Gains (lsses) in profit or loss @67 - 1015 6,710 - 2358 (586)
Gains (losses) in other comprehensivs income - - - 6,032 - -
Purchases - 357 £64 938 - 1,386
Sales/Redemptions (11,170) (2,123) (5.879) (3.472) - -
Settiements . - - - - (2.186) -
Transfers ' . - 2,555 - (1.970) (283) -
Effects of acquisition and divestitures - - - (257) - -
Net transfers in and/or (out) of Level 3 - - - - - —
Other ' (66) (35) (725) (4,101} 382 20
- Balance at end of year ¥ ¥4,601 ¥13,152 ¥140,861 ¥929 ¥820
Gains (losses) in assets and ligbilities held at «nd N
of year ¥ ¥1,061 ¥6,874 ¥ ¥960 ¥586)

Among gains and losses on the assets and liabilities above, gains and losses on notes, trade accounts and loans receivable
are included in “Other-net”, gains and losses on other investments are included in “Gains (losses) on investment securities”,
gains and losses on other financial assets are included in “Commissions on services and trading margins”, and gains and losses
on derivatives are mainly included in “Cost of goods sold” or “Other-net” in the Consolidated Statement of Comprehensive
Income.

Additionatly, “Other” above mainly consists of “Foreign currency translation adjustments” in the Consolidated Statement
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of Comprehensive Income.

The relevant division of the Company, upon determining the valuation method of the applicable assets and liabilities,
measures the fair value of assets and liabilities categorised as Level 3, according to valuation policies and procedures stipulated
by the Company. Additionally, appropriate third-pany valuations are obtained, as necessary. The results of fair value
measurements are then reviewed by the Corporate Staff Group, which is independent from the division responsible for the fair
value measurement.

If the inputs used to measure “Other mvestments measured at FYTOCI” among the assets categorised as Level 3 wese to be
changed, there were no significant changes of the fair value at Mearch 31, 2019 and 2018.
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(4) Offsetting financial assets and financial liabilities

At March 31, 2019 and 2018, among the financial assets and financial liabilities recognised with the same counterparty, the
financial instruments offset in accordance with the criteria for offsetting financial assets and financial liabilities and the financial
mstruments not offset as a result of not meeting some or atl of the offsetting criteria despite being subject to an enforceable
master netting arrangement or similar agreement, were as follows:

: Thousands of
Millions of yen U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019
Gross amounts of recognised financial assets ¥144,775 ¥132224 $1,304,280
Amounts offset in accordance with the criteria for
,962
offsetting of financial assets and liabilities (48,150) (36962) 433,784)
Net amount ted in th lidated Statement of
t amount preseated in the Consoli e 96,625 95,262 870,496
Financial Position
Amounts not offset due to not meeting some or ail of
the offsetting criteria for offsetting financial assets and
183
liebilities despite being subject to m enforceable (55.831) (65.183) (502,582)
master netting arrangement or similar agreement
Net amount ¥40,794 ¥30,079 $367,514
Thousands of
Millions of yen U.S. dollars
March 31, 2019 March 31,2018 March 31, 2019
Gross amounts of recognised financial liabilities $137,386 ¥139,803 $1,237,712
Amounts offset in accordance with the criteria for
g 48,1 ,962
offsetting of financial assets and liabilities (48,150) (36,962) 433,784)
Net t ted tn the Consolidated Statement of
© omout presepec in fhe onsol “ 89236 102,841 803,928
Financial Position
Arounts not offset due to not meeting some or all of
the offsetting criteria for offsetting financial assets and
55,831 ,183 502,98
liabilities despite being subject to an enforceable (55431) (65.183) ¢ 2)
master netting arrangement or similar agreement ‘
Net amount 133,405 ¥37,658 $300,946

~ Generally, the set-off rights on financial instruments that do not meet some or all of the offsetting criteria for offsetting
financial assets and financial liabilities become enforceable only under special circumstances, such as when the counterparty can
no longer fulfil its obligations due to bankruptcy and other reasons.
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(5) Derivative instruments and hedging activities

Fair value hedges

The Company and certain of its consolidated subsidiaries mainly designate, as fair value hedges, commodity fatures and
forward contracts, which hedge volatility risk of the fair value of inventories and firm commitments on commodity transactions;
and interest rate swaps, which convert fixed interest rates on liabilities to floating interest rates.

For the years ended March 31, 2019 and 2018, there were no significant amounts recognised in profit or loss relating to the
ineffective portion of hedges or portions excluded from the assessment of hedge effectiveness. Additionally, the effects of
discontinuing hedge accounting and the amounts recognised in profit or loss due to firm commitments becoming ineligible as
hedged items were immaterial.

Cash flow hedges

The Company and certain of its consolidated subsidiaries mainly designate, as cash flow hedges, forward exchange contracts,
which hedge the cash flows of foreign currency denominated receivebles and payebles, foreign currency denominated firm
commitments and foreign currency denominated forecast transactions; interest rate swaps, which convert floating interest rates
on lisbilities to fixed interest rates; and commedity futures and forward contracts, which hedge the cash flows of forecasted
transactions on commodity transactions. ! b

For the years ended March 31, 2019 and 2018, there were no significant amounts recognised in profit or loss relating to the
ineffective portion of hedges or portions excluded from the assessment of hedge effectiveness. Additionally, the effects of
discontinuing hedge accounting and the amounts of gains (losses) on cash flow hedges reclassified to profit or loss because the
forecast transactions no longer were expected to occur were immaterial.

Hedges of net investments in foreign operations

The Company and certain of its consolidated subsidiaries mainly use foreign currency denominated bonds and bosrowings,
and forward exchange contracts to hedge foreign exchange fluctuation risks of net investments in foreign operations,

For the years ended March 31, 2019 and 2018, there were no significant amounts recognised in profit or loss relating to the
ineffective portion of hedges or portions excluded from the essessment of hedge effectivencss.

At March 31, 2019 and 2018, the carrying amounts of hedging instruments to which the Company and certain of its

consolidated subsidiaries applied hedge accounting by risk category for each type of hedge were as follows:

Millions of yen Thousands of U.S. dollars Linedi::m in
March 31, 2019 March 31, 2018 March 31, 2019 Consolidated
Statement of
. Financial
Assets Liabilities Assets Liabilities Assets Liabilities Position
Fair value hedges: .
Interest rate risk 23,642 ¥99)  ¥22,864 ¥(532) $212,991 $(892)
Foreign exchange risk - R - - - - (Notel)
Commodity price risk 6,991 7,711) 2,994 (1,873) 62,982  (69,468)
Total 30,633  ¥7,810)  ¥25858  ¥2.405)  $275973  $(70,360)
Cash flow hedges: .
Interest rate risk ¥0 ¥54) ¥8 ¥(70) 50 $(487)
Foreign exchange risk 1,730 (2,600) 884 (8,036) 15,585 (23423) (Note2)
Commodity price risk 8,505 {4,688) 6262 - (2,040) 76,622 (42,234)
- Total ¥10235  ¥7,342) ¥7,154  ¥(10,146) $92207  $(66,144)
Hedges of net investments in
foreign operations ¥168  ¥(289,476) ¥4,555  ¥(276,947) §1,514 $(2,607,892) S§°“ 32
Total financial instruments to :
which hedge accounting was .
applied 41,036 ¥(304,628)  ¥37,567 ¥(289,498)  $369,694 §(2,744,396)

Notes: (1) “Other current financial assets”, “Other non-current financial assets”, “Other current financial liabilities” and “Other non-
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current financial liabilities™
(2} “Other current financial assets”, “Other non-current financial assets”, “Notes and trade accounts payable”, “Other current
financial liabilities” and “Other non-current financial liabilities” '
(3) “Other current financial assets”, “Bonds and borrowings™ and “Other current financial liabilities™

In addition to the above, the fair values of derivative assets and liabilities to which hedge accounting was not applied at
March 31, 2019 and 2018 were ¥81,056 million ($730,234 thousand) and ¥48,312 million ($435,243 thousand), and ¥63,337
million and ¥53,536 million, respectively. .

At March 31, 2019 and 2018, the profile of the timing of the nominal amount and the average price or rate of the main
hedging instruments were as follows:

March 31, 2019
Later than
one year
Not later and not
than one  laterthan  Later than
year five years  five years Total

Fair ‘ . ‘
Interest rate swaps Nominal amount
value ! ' —
hedges fixed to floating (Millions of yen) ¥86,000 3470895 ¥191,699 WQ.S94
"Nominal amount .
s....
yelzlusyell (Millions of U.S. dollars) $122 52 §124
Average raty
Forward exchange US. dollers e e . ¥109.66 ¥104.74 ¥—  ¥109.59
Cash flow con ) (Yen/U.S. doilars)
hedges ; tracts 5
U.S. doltars) Nominal amount .
oy U5 _(Millions of U.S. dollars) 3862 $93 S0 sLus
A t
yen (J: . dZum) ¥10925  ¥10058  ¥S4.67  ¥105.00
Nominal amount
Bonds :.mdA (Millions of U.S. dollars) $470 §$1,341 $791 $2,602
Hedg borrowings —
©s (U.S. dollars) Average rate ,
of net . ¥108.14 ¥108.75 ¥109.79 ¥108.95
investments (YenfU:. dollars)
i foreign Nominal amount
; Range forward e $5,000 s— — $5,000
.operati
operations contracts _ (Millions of U.S. dollars) .
Average rat
(US. doltars) (;e 1S, dotlrs) ¥107.21 ¥— — o2

The terms under the interest rate swaps of fair value hedges converting fixed interest rates to floating interest rates were
principaily receiving fixed interest rates from 0.1% to 2.0% and paying variable interest rates cquivalent to the Japanese Bankers
Association’s 3-month or 6-month Japanese yen TIBOR.
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March 31, 2018
Later then
one year
Not later and not
then one  laterthan  Later than
year five years  five years Total
Fairvalue  Interest rite swaps, _ Nominal amount
hedges  fixed to floating (Millions of yen) ¥B4.600 ¥446500 ¥221,524  ¥752,624
Nominal amount
Buy - $140 S— $— $140
yeu/Sell (:dllhons of U.S. dollars)
U.S. dollars Average rate
rward 42 ¥— — 107.42
Cash flow Sgnmmexcbange (Yen/U.S. dollars) o ¥
hedges (U, doltars) Nominal amount :
- . 15 1,436
dEEer[;SSeu (Miltions of U.S. dollars) $1,098 $153 $185 R
yen  Average rate ¥  §104.78
(Yew/U.S. dollars) ¥108.09 104.68 ¥85.20 ¥104.
Nominal amount
1,32 880 395 $2,604
Borrowings _ (Millions of U.S. dollars) §1.329 $ $39
©opet (Yen/US. dollars) ¥98.09 ¥106,2Q ¥107.56 ¥102:26
investments Nominal -
in foreign ominal amount . :
: Range fo d - $5,000 - $— $5,000
ti ge lorwar .
operations contracts . (Millions of U.S. dollars)
(U.S. dollars) Average rate .
X ¥— ¥— 109.
(Yen/US. dollars) ¥109.11 ¥109.11

The terms under the interest rate swaps of fair value hedges converting fixed interest rates to floating interest rates were
principally receiving fixed interest rates from 0.1% to 2.0% and paying variable interest rates equivalent to the Japanese Bankers
Association’s 3-month or 6-month Japanese yen TIBOR.

At March 31, 2019 and 2018, the camrying amounts of hedged items which the Company and certain of its consolidated
subsidiaries categorised as fair value hedges and the accumulated amounts of fair value hedge adjustments on the hedged items
included in the carrying amounts ofhedged items recognised in the Consolidated Statement of Financial Position were as follows:
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March 31, 2019
Line item in the Consolidated
Millions of yen Statemment of Financial Position
. Accumulated amounts of fair
Carrying amounts value hedge adjustments
Assets Liabilities Assets Liabilities
[nterest rate risk ¥(888,137) ¥ ¥(23,543) (Note 1)
Foreign exi:hange risk -— ) — — — —
Commodity price risk 6,451 (1,879) 4,090 (1,533) ' (Note 2)
. . * Line item in the Consolidated
Thousands of US dollars - Statement of Financial Position
Accumulated amounts of fair
Carrying amounts value hedge adjustments
Assets Liabilities Assets Lisbilities
Interest rate risk $—  5(8,001,239) 5 5(212,099) . (Note 1)
Foreign exchange risk ) — faae - — : -~
Commodity price risk 58,117 (16,928) 36,847 (13,811) (Note 2)
- Merch 31, 2018 :
- Line item in the Consolidated
Millions of yen Statement of Financial Position
Accumulated amounts of fair '
Carrying amounts value hedpe adjustments
Assets -Liabilities Assets Liabilities
Interest rate risk — ¥(890,994) — ¥(22,370) - (Note 1)
Foreign exchange risk 3 — 3 — (Note 3)
Commodity price risk 38,656 (40,401) 36,365 (39.926) (Note 2)

Notes: (1) “Bonds and borrowings”
(2) “Other current financial assets” and “Other current financial liabilities”
{3) *“Other current financial assets”
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The amounts which the Company and certain of its consolidated subsidiaries recognise in the Consolidated Statement of

Comprehensive Income on cash flow hedges and hedges of net investments in foreign operations (before tax) for the years ended
March 31, 2019 and 2018 were as follows:

Year ended March 31, 2019 :
Line item in the Consolidated
Statement of Comprehensive
Income corresponding to
Millions of yen Thousands of U.S. dollars reclassification adjustment
Amounts Amounts
reclassified as reclassified as
Hedging gains reclassification  Hedging gains  reclassification
or losses adjustment or losses adjustment
Cash flow hedges:
Interest rate risk ¥80 ¥4 721 $487  Interest expenses
Foreign exchange risk (5,185) ‘3,792 (46,712) 34,162 Cost of goods sold
Commaodity price risk 5,606 460 50,504 4,144  Cost of goods sold
Total ¥501 ¥4,306 $4,513 §38,793
Hedges of net investments in ¥(10973) ¥1,646 $ (98,856) $14,829 Other-net and gains (Iosses) on
foreign operations: ‘ . investment securities

Year ended March 31, 2018
Line item in the Consolidated

Statement of Comprehensive
Income comresponding to
Millions of yen reclassification adjustment
Amounts
reclassified as
Hedging gains reclassification
or losses adjustment
Cash flow hedges:
Interest rate risk ¥0 ¥94  Interest expenses
Foreign exchange risk 1,651 1,171 Other-net
Commodity price risk (8,312) (219) Cost of goods sold
" Total ¥(6,661) " ¥1,046
H . s i 5 .
edg‘as of net lfxvestmen in ¥6,184 ¥1.536 C?ther net and gams (losses) on
foreign operations: : investment securities

For the years ended March 31, 2019 and 2018, for hedges of net positions, there were no significant hedging gains or losses
recognised as an individual account in the Consolidated Statement of Comprehensive Income.
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Changes in other components of equity arising from cash flow hedges and hedges of net investments in foreign operations
for the years ended March 31, 2019 and 2018 were as follows:

Year ended March 31, 2019 .

Millions of yen
Hedges of net investments in
Cash flow hedges foreign operations

Interest rate Foreign Commodity
risk exchangerisk  price risk Forcign exchange risk

Balance at beginning of year ¥(27,997) ¥(10,293) ¥(3,984) ¥ (187,311)

Changes for the year 739 (4,429) 5,017 (12,98%)

Reclassification to profit or loss for the year 5522 3,302 238 1,622

Transfer to non-financial assets or nm'l—ﬁnmciai _ .7128) _ _
liabilities

Balance at end of year : ¥(21,736) ¥(13,145) uan ' ¥(198,674)

Thousands of U.S. dollars
Hedges of net investments in

Cash flow hedges : foreign operations
Interest rate Foreign Commodity
risk exchange risk _ price risk Foreign exchange risk
Balance at beginning of year - §(252,225) $ (92,730) $ (35,892) $(1,687,487)
Changes for the year 6,657 (39,900) 45198 - (116,982)
Reclassification to profit or loss for the year 49,748 29,748 2,144 . 14,613
Transfer to non-financial assets or non-financiai
PPN - (15,541) - -
liabilities .
Balance at end of year $ (195,820) $(118,423) $11,450 § (1,789,856)
Year epded March 31, 2018
Millions of yen
Hedges of net investments in
Cash flow hedges foreign operations
Interest rate Foreign Commodity
risk exchange risk  price risk Foreign exchange risk
Balance at beginning of year ¥(33,382) ¥9,278) ¥2,038 ¥(194,600)
Changes for the year {2,802) (548) (5,470) 5,781
Reclassification to profit or loss for the year 8,187 727 (552) 1,508
Transfer to non-financial assets or non-financial '
. - (1,194) - -
liabilities \
Balance at end of year ¥(27,997) ¥(10,293) ¥(3,984) ¥(187,311)

“Reclassification to profit or loss for the year” mainly represented the amounts transferred because the hedged items affected
- profit of loss.

There were no significant items excluded from the designation as the hedging instrument, such as the time value of option

contracts, forward elements of forward contracts included in hedging instruments and foreign currency basis spreads of financial
instruments.
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Derivative assets included in “Other current financia! assets” and “Other non-current financial assets™ in the Consolidated
Statement of Financial Position at March 31, 2019 and 2018 were ¥90,752 million ($817,586 thousand) and ¥31,340 m.dhon
($282,342 thousand), and ¥70,882 million and ¥30,022 million, respectively.

Additionally, at March 31, 2019 and 2018, non-derivative assets in “Other current financia) assets” and “Other non-current

" financial assets” included Debt instrument financial assets measured at FVTPL in the amounts of ¥15,214 million ($137,063
thousand) and ¥13,152 million, respectively.

Derivative liabilities included in “Other current financial liabilities” and “Other non-current financial labilities” in the ‘
Consolidated Statement of Financial Position at March 31, 2019 and 2018 were ¥58,504 million ($527,063 thousand}) and ¥4,362
million ($39,297 thousand), and ¥59,597 million and ¥4,763 million, respectively.

24. Pledged Assets
The assets pledged as collateral for the Companies’ loans and such like at March 31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars
March 31, 2019 March 31, 2018 March 31, 2019

Cash and cash equivalents, and time

deposits ¥ ¥941 : $—
Notes, trade accounts and loans .

receiveble 71 68 ) 640
Inventories ' 656 49,879 5,910
Investments in associates and joint . .

ventures 35,137 27,861 316,549
Property, plant and equipment (after

deducting accumulated depreciation) 35,826 37,856 322,757
Other 17,159 24,656 " 154,585

: Total : ¥88,849 ¥141,261 $800,441

The Companies pledge collateral under conventional conditions in standard borrowing arrangements, etc.

[n addition to the above, import bills included in notes payable at March 31, 2019 and 2018 were secured by trust receipts on
inventories.

) The standard terms provide that the proceeds from the sales of any such collateral be delivered to the respective bank to be

' applied against outstanding acceptances. However, the Companies have, in general, followed the practice of paying acceptances on
their maturity dates, Given the substantial volume of the Companies’ transactions, it would not be practicai to determine the total
amount of inventories and/or proceeds from the sales of such inventories covered by outstanding trust receipts.

As is customary in Japan, security, if requested by a lending bank, must be given and, regardless of the existence of such
security, the bank has the right to offset cash deposits against any debt or obligations that become due and, in the case of default or
certain other specified events, against all debt payable to the bank. To date, no such rights have been exerc:sed with respect to the
Companies.
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2S. Structured Entities ,
The Company and certain of its consolidated subsidiaries are involved in structured entities through investments and financing, but
do not include certain of such structured entitics engaged in financing, leasing, etc. in their scope of consolidation. Total assets of
these unconsolidated structured entities at March 31, 2019 and 2018 were ¥262,059 million ($2,360,892 thousand) and ¥264,580
million, respectively. These structured entities mainly procure funds through bank loans.

Carrying amounts of assets and lisbilities recognised in the Consclidated Statement of Financial Position relating to the
involvement in these unconsolidated structured entities and maximum exposures to assets, liabilities and lease contracts at March
31,2019 and 2018 were as follows: '

Millions of yen Thousands of U.S. dollars
Classification ) March 31, 2019 March 31, 2018 March 31, 2019
Carrying amount of assets ¥1,349 ¥374 : $12,153
Carrying amount of liabilities 12,759 15,211 114,946
Maximum exposures : 88,862 92,979 800,559

The carrying amount of assets mainly consisted of “Other investments” in the year ended March 31, 2019 and “Investments
in associates and joint ventures” in the year ended March 31, 2018. The carrying amount of liabilities mainly consists of “Notes
and trade accounts payable” in Non-current liabilities. The sum of the carrying amount of assets and the carrying amount of
liabilities is different from maximum exposures primarily due to lease contracts.

Maximum exposures represent the maximum potential amounts of losses precipitated through the decline in the price of assets
held and lease contracts. Therefore, such amounts bear no reletionship to the anticipated amounts oflosses through the involvement
in the structured entities. ' '
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26. Related Party Transactions

The Consolidated Financial Statements of the Company include following subsidiaries.

For the year ended March 31, 2019
Operating Holding
Segment Company name Main businesses Area/Country ratio
Food WELLFAM FOODS
i i . .00%
CORPORATION Production, processing and sale of meat, etc. Tokyo/Japan 100.00%
i 01 tail
Yamsboshiya Co,, Ltd Wholesa%e of confectionery, etc. to mass retailers, Oseia/Japem 75 62%
conventence stores, etc.
Mearubeni Nisshin
Tt .
Feed Co.. Lid. Menufacture and sale of feed okyo/Japan 60.00%
. Company overseeing the Gavilon Group (engaged
vil .
Gavilon Agriculture 0 - business of consolidation and distribution of  Nebraska/U$.A. 100.00%
Investment, Inc. . ..
graims, fertilizers, etc.)
C MX Mobiling Co.
hl?::;ﬁ L oxing L. Sale of mobile phone and related products Tokyo/Japan 100. 00%..
I, REIT Advi
Ca:a; d visors Asset management of investment corporations Tokyo/Japan 100.00%
- ; - ialrel
MARUBENI INTEX Sale. of industrial r{mterzals, lifestyle material-related o Tapan 100.00%
CO., LTD. textile goods and lifestyle products
MARUBENI
ive IT solut 1ds .8
INFORMATION S:m"mm‘::m :: ution p“’,;’,' “:;;S) Tokyo/Tapen - 100.00%
SYSTEMS CO,LTp, _COmPuters, networks, information sy
AR‘I'ERIA Networks  Provider of‘ various oomm!m‘xcauon services targeted Tokyo/Japan 50.00%
Corporation at companies and condominiums ) '
Chemical & Marubeni Pulp &
Sale of dus Tokyo/J 100.00%
Forest Products _Paper Co., Ltd. © 0% peper procucts okyo/Japan
MARUBENI
. 4 forei ¢ . .
MEX S‘:lmﬁe:uc sale.; foreign trade of organic chemicals Tokyo/Japen 100.00%
CORPORATION ¢ chemicals
Marubeni Plax Domestic sale and foreign trade of various plastic
T 100.00%
Corporation products and raw materials okyo/Japan
- - - ision of
Helena .Agn Sale ‘of agncu.ltural materials and provision o Tetnesseo/U.S.A. 100.00%
Enterprises, LLC various services :
Energy & MARUBENI Sale of petrofeum and petrochemical products,
Metals ENERGY management and leasing of oil terminals and Tokyo/Japan 66.60%
CORPORATION service stations
erubeni Coal Pty.
LM " {CoPY. 1 vestment in coal business in Australia Brisbane/Austratia  100.00%
arubeni i Amsterdam/
:‘; v {LP Holding Investment in copper business in Chile N um ds 100.00%
. Exploration, development, production and sales of
Marubeai Oil & Gas crude oil and natural gas in the U.S. Gulf of Texas/U.S.A. 100.00%
(USA)LLC .
Mexico
Power Aguas Decima S.A.  Water/sewage utility Veldivia/Chile 100.00%
Business& = xia Power Holdings Amsterdam/
ower
i 100.00%
Plant BV Overseas power assets holding company Netherlands o
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Transportation MARUBENI
& [ndustrial TECHNO-SYSTEMS
Machinery CORPORATION

Export, import and domestic sale of various

0,
industrial inery Tokyo/Jepan ) 100.00%

MAC Trailer Leasi . :
ol rater LeasE | easing and rental of refrigerator/freezer trailers  New Jemsey/US.A.  100.00%
MAI Holding LLC Investment in automobile retail finance business California/US.A. - 100.00%
Marubeni Aviation

. . Amsterdam/
Holding Cooperatief ~ Investment in aircraft operating lease business 100.00%
UA. Netheriands

In addition to the above, the financial statements of the other 259 consolidated subsidiaries are included.

Total amounts of compensation to members of the board and corporate auditors of the Company for the years ended March
31, 2019 and 2018 were as follows:

Millions of yen Thousands of U.S. dollars

March 31, 2019 March 31, 2018 March 31, 2019
Cash compensation - ¥681 ¥574 $6,135
Stock compensation-type stock options m 98 1,000
Total ¥792 %672 $7,135

The outstanding balances of receivables from and payables to the primary/major related parties of the Companies at March
31,2019 and 2018 were as follows: '

Millions of yen Thousands of U.S. dollars

March 31, 2019 __March 31,2018 March 31, 2019
Qutstanding Outstanding Outstanding Outstanding Outstanding Outstanding
receivables payables receivables payables receivables payables
Associates ¥144,029 ¥19,372 ¥121,340 ¥34911 $1,297,559 = $§174,523

Joint Ventures 11,475 < 35967 21,521 23,063 - 103,378 324,027

Revenue and purchases of goods with the main related parties of the Companies for the years ended March 31, 2019 and 2018
were as follows:

Millions of yen Thousands of U.S, dollars
March 31, 2019 March 31, 2018 March 31, 2019
Purchases Revenue Purchases Revenue Purchases Revenue
Associates : : ¥107,751 ¥92,156 ¥108,712 ¥91,715 $970,730 §830,234
Joint Ventures 33,902 75,675 81,983 " 69,555 305,423 681,757
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27. Commitments and Contingent Liabilities .
The Company and certain of its consolidated subsidiaries enter into Iong~term purchase contracts for certain goods and products in
energy, chemical and forest products industries at either fixed or variable prices. The Company and certain of its consolidated
subsidiaries generally enter into sales contracts for such purchase contracts with customers. The total amounts of the long-term
purchase contracts were approximatety ¥1,208,000 mitlion ($10,882,883 thousand) and ¥714,000 million at March 31, 2019 and
2018, respectively.

The Company and certain of its consolidated subs:dmnes had commitments to make additional investments or loans in the
aggregate amounts of approximately ¥187,000 million ($1,684,685 thousand) and ¥182,000 million at March 31, 2019 and 2018,
respectively, of which capital expenditures in property, plant and equipment and intangible assets were approximately ¥36,000
million ($324,324 thousand) and ¥31,000 million, respectively, while commitments to joint ventures were approximately ¥85,000
million ($765,766 thousand) and ¥46,000 million, respectively.

The Company and certain of its consolidated subsidiaries provide various types of guarentees for the obligations of their
associates and customers in the ordinary course of business. The guarantses mainly relate to the repayment of borrowings to third
parties. Should the guaranteed associates and customers fail to fulfil their obligations, the Company and certain of its consolidated -
subsidiaries wotld be required to fulfil the obligations under these guarantees.

Outstanding guarantees were ¥277,444 million (32,499,495 thousand) and ¥260,973 million, including 232,855 million
(82,097,793 thousand) and ¥192,551 miilion to associates and joint ventures, at March 31, 2019 and 2018, respectively. Outstanding
guarantees (total of guarantee payable) represent the maximum potential amount of future payments under the coniracts without
any consideration of the likelihood of such obligations being incurred.

Therefore, such amounts do not represent the anticipated losses on these guarantees and mdcmmﬁcauons and they greatly
exceed anticipated losses. Some guarantees are secured by counter guarantees provided for the Company and certain of its
consolidated subsidiaries by third parties.

The amounts of counter guarantees provided for the Company and certain of its consolidated subsidiaries by third parties were
¥3,489 million ($31,432 thousand) and ¥5,934 million, including ¥444 million ($4,000 thousand) and ¥3,302 million relating to the
agsociates and joint ventures at March 31, 2019 and 2018, respectively.

The Company manages the risk of fulfiiment of obligations under the guarantees by setting the appropriate line of credit and
by underteking provisional measures in accordance with the credit risk rank to which each guaranteed customer belongs. The
Company deterrmines the rank of each customer before entering into the guarantee agreements according to the customer’s credit
risk which is estimated and reviewed based on the customer’s financial information.

The likelihood of such abligations being incurred under the guarantees which would have a materia| effect in the Consolidated
Financial Statements were estimated to be remote at March 31, 2019 and 2018, respectively. A provision for loss on guarantees was
recognised for the amount that was considered probable at March 31, 2018, while a provision messured at the amount equivalent
to the 12-month expected credit losses was recognised at March 31, 2019.

The Compsmics conduct business activities on a global scale and are involved in transactions which are subject to the oversight
by various types of authorities, both in Japan and abroad. Such business activities are exposed to risk and, from time to time, may
involve legal actions, claims or other disputes.

After the Supreme Court of Indonesia (*Supreme Court™) ruled in favour of the Company in a lawsuit on March 17, 2011
(hereinafter referred to as the “Previous Case™*), lawsuits were filed against the Company in South Jakarta and Gunung Sugih
(hereinafter collectively referred to as the “Two Current Cases™), in which substantially the samne claims were made as in the
Previous Case, including a claim for compensation for damages. As the lower courts partially ruled in favour of the plaintiffs, the
Company appesled to the Supreme Court. The Supreme Court handed down a ruling on the South Jakarta case on May 17, 2017,
and the Guoung Sugih case on September 14, 2017, respectively.

* The Company had receivables owed by PT. Indolampung Perkasa and PT. Sweet Indolampung—both of which belong to the
Indonesian enterprise group Sugar Group—and requested payment from such receivables, However, in response, Sugar Group
companies including the aforementioned two debtors (PT. Indolampung Perkasa, PT. Sweet Indolampung, PT. Gula Putih
Mataram, PT. Indolampung Distillery and PT. Garuda Pancaarta) sued the defendants including the Company for damages and
sought affirmation of the invalidity of the Company’s receivables and security interests,
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) ‘The Supreme Court’s decision on the South Jakarta case is as summarised below.

South Jakarta case:

To find four out of the six defendants, including the Company and Marubeni Europe PLC, jointly liable for damages in a total
amount of $250 million to the plaintiffs, i.e., five companies belonging to Indonesian enterprise group Sugar Group (PT.
Indolampung Perkasa, PT. Sweet Indolampung, PT. Gula Putih Mataram, PT. Indolampung Distillery and PT. Garuda Pancaarta).

The Supreme Court's decision on the Gunung Sugih case is as summarised below.

Gunung Sugih case:

To find five out of the seven defendants, inciuding the Company, jointly liable for damages in a total amount of $250 million to
the plaintiffs, i.e., four companies belonging to Indonesian enterprise group Sugar Group (PT. Indolampung Perkasa, PT. Sweet
Indolampung, PT. Gula Putih Mataram and PT. Indolampung Distillery).

The Two Current Cases were brought before the courts again by the Sugar Group against the defendants inclhding the
Company, making substantially the same claims as in the Previous Case. The decision above is deemed to contradict with the
- ruling on the Previous Case by the Supreme Court itself, in which Sugar Group’s claims were rejected. Pursuant to Indonesian
Supreme Court legislation, the Company filed an application for judicial review (retrial) with respect to the South Jakarta case
on October 24, 2017 and the Gunung Sugih case on February 6, 2018, respectively. Of such applications, a notice related to the
Gunung Sugih case was posted on the website of the Supreme Court as of October 8, 2018, stating that the Company’s application
for judicial review (retrial) was rejected (with the note, however, that any information posted on the website shall not be regarded
as an official record of the Supreme Court), whereas the Company has not received any decision from the Supreme Court
regarding such rejection and, furthermeore, no reason for such rejection has been posted on the website of the Supreme Court at
the approval date of the Consolidated Financial Statements.

At the approval date of the Consolidated Financial Statements, there was no information available requiring the Company
to revise its existing position based on the determination that there is a high possibility that the ruling by the Supreme Court on
the aforementioned cases will be overturned, and thus, the Company did not recognise any provisions for litigation in regard to
the aforementioned cases at March 31, 2019. ‘

In addition to the above, although there are certain outstanding litigations such as those relating to compensation for damages
and collection of receivables regarding infrastructure projects overseas at March 31, 2019, the outcome of these cannot be
determined at this time except the projects for which the Company has recognised losses. The Company provides no further
disclosures on these litigations since the Compeny believes that such disclosures would prejudice seriously the outcome of the
proceedings. i
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Subsequent Events
(1) Bonds
The Company issued bonds as follows.

<USD-denominated unsecured bonds, second issue>
(i) Total amount of bonds issued ~ $500 million

(if) Interest rate 3.56% per annum

(iif) Issue price 100% of par value

(iv) Closing date April 26, 2019

(v) Maturity date April 26, 2024

(vi) Redemption method Bullet (redemption in full at maturity)

(vii) Use of proceeds : The net proceeds of the issue of the bonds will be used for general corporate purposes

(2) New Lawsuit

The companies belonging to the Sugar Group (“Sugar Group”) denied the validity of the finances provided for Sugar Group by the
Company and accompanying security interests which were confirmed by the Supreme Court on March 17, 2011*. In response, the
Company filed a lawsuit against Sugar Group with Central Jakarta District Court, Indonesis, on April 26, 2017 to seek damages of
approximately $1.6 billion to, among others, the reputation of the Company caused by Sugar Group’s torts (“This Case™).

In response to the Company’s claim in This Case, on April 30, 2019 Sugar Group filed a counterclaim against the Company
through the court procedure of This Case to seek damages of $7.75 billion in the aggregate on the grounds that the Company’s
fiting of This Case itself allegedly constitutes our tort against Sugar Group (“Counterclaim™). - .

The Company has estimated that there is a low possibility that losses might be incurred as a result of this Counterclaim,

{*) See Note 27. “Commitments and Contingent Liabilities”, “Previous Case”*.

Approval of Consolidated Financial Statements .
The Consolidated Financial Statements were approved by the Board of Directors on June 21, 2019.
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