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Tokyo, Japan 100-0011

Building a better
working world

Independent Auditor’s Report

The Board of Directors
Nisshin Seifun Group Inc

We have audited the accompanying consolidated financial statements of Nisshin Seifun Group Inc. and
its consolidated subsidiaries, which comprise the consolidated balance sheet as at March 31, 2015, and
the consolidated statements of income, comprehensive income, changes in net assets, 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
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LIABILITIES AND NET ASSETS

Current Liabilities:

Notes and accounts payable 2trade (Note 18)

Thousands of

U.S. dollars
Millions of yen (Note 4)
2015 2014 2015
¥ 57,561 ¥ 45,785 $ 478,996



Nisshin Seifun Group Inc.

Consolidated Statement s of Income

For the Year s Ended March 31, 2015 and 2014

and Consolidated Subsidiaries

Thousands of

Net Sales

Cost of Sales (Notes 5 and 13)
Gross Profit

Selling, General and Administrative Expenses (Notes 9,
12 and 13)

Operating Income

Non-operating Income (Expenses):
Interest income

Interest expense s

Dividends income

Equity in earnings of affiliates

Rent income

Gain on sales of noncurrent assets
Gain on sales of investment securities
Gain on liquidation of investment securities
Gain on bargain purchase

Subsidy income

Loss on retirement of noncurrent assets
(Note 14)

related expenses (Note 14)

Litigation settlement

Litigation

Expenses for reconstructuring of production base of
subsidiaries and affiliates

Other, net

Total non -operating income, net

Income before Income Taxes and Minority Interests

Income Taxes (Note 15):

Income taxes 2 current
Income taxes 2deferred
Total income taxes
Income before Minority Interests

Minority Interests in Income

Net Income

U.S. dollars
Millions of yen (Note 4)
2015 2014 2015

¥ 526,144 ¥ 495,930 $ 4,378,331
377,729 348,619 3,143,289
148,414 147,311 1,235,034
127,937 125,036 1,064,633
20,476 22,274 170,392
203 214 1,689
(179) (166) (1,490)
1,905 1,742 15,853
2,104 839 17,509
328 323 2,729
950 147 7,905
67 507 558
161 - 1,340
- 285 -
- 200 -
(548) (712) (4,560)
(732) - (6,091)
- (450) -
- (183) -
690 178 5,742
4,951 2,926 41,200
25,427 25,201 211,592
6,871 9,159 57,177
1,684 23 14,013
8,555 9,183 71,191
16,871 16,018 140,393
835 919 6,948
¥ 16,036 ¥ 15,098 $ 133,444

See notes to consolidated financial statements.



Nisshin Seifun Group Inc. and Consolidated Subsidiaries

Consolidated Statement s of Comprehensive Income

For the Year s Ended March 31, 2015 and 2014

Thousands of
U.S. dollars
Millions of yen (Note 4)

2015 2014 2015

Income before Minority Interests












Cash dividends paid
Other, net
Net cash provided by (used in) financing activities

Effect of Exchange Rate Change on Cash and Cash
Equivalents

Net (Decrease) Increase in Cash and Cash Equivalents

(5.472) (4,971) (45,535)
345 (582) 2,871
4,331 (5,072) 36,041
1,409 1,247 11,725
(12,788) 19,435 (106,416)



Notes to Consolidated Financial Statements

Nisshin Seifun Group Inc. and Consolidated Subsidiaries

For the Year s Ended March 31, 2015 and 2014

1. Summary of Significant Accounting Policies
(@) Basis of Presentation
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(d)

Summary of Significant Accounting Policies (continued)
Translation of Foreign Currency Accounts

Current and non -current receivables and payables denominated in foreign currencies
are translated at current rates of exchange prevailing at the balance sheet date and the
resulting exchange gains or losses are recognized in ear nings. Financial statements of
overseas consolidated subsidiaries are translated into Japanese yen at the exchange
rates in effect at the balance sheet date, with the exceptions that the components of net
assets excluding minority interests are translated at their historical rates and that
statement of income items are translated at the average rates of exchange in effect
during the year.

Translation adjustments resulting from translation of foreign currency financial
statements are presented as foreign ¢ urrency translation adjustments and minority
interests in the accompanying consolidated balance sheet s.

Cash Equivalents

Cash equivalents are short -term investments that are readily convertible into cash and

that are exposed to insignificant risk of  changes in value. Cash equivalents include
short -term investment
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1. Summary of Significant Accounting Policies ( continued)
(k) Income Taxes

The provision for income taxes is computed based on the pretax income included in the
consolidated statement of income. The asset and liability method is used to recognize
deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the carrying amounts and the tax bases of assets and liabilities.

Deferred income taxes are measured by applying currently enacted tax laws to the
temporary differences.

(1) Distributions of Retai ned Earnings

Distributions of retained earnings are reflected in the accompanying consolidated
ILQDQFLDO VWDWHPHQWY IRU WKH IROORZLQJ ILVFDO \HDU XSR(

(m) Derivative s

The Group uses forward exchange contracts and currency option contracts as a means
of hedging exposure to risks arising from fluctuation in foreign currencies. Certain
overseas consolidated subsidiaries use commodity futures and options on wheat solely
for the purpose of mitigating futur e risks arising from fluctuation in commaodity prices.
The Group does not enter into derivatives transactions for trading or speculative
purposes.

Derivative financial instruments are classified and accounted for as follows: derivatives
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2. Changes in Accounting Policies and Adoption of New Accounting  Standards
Accounting Standard for Retirement Benefits, etc.

Effective March 31, 201 5, the Company has applied the prov isions indicated in the body tex t

of paragraph 35 of "S$FFRXQWLQJ 6WDQGDUG I|IRU 5AttEunting Btdr@asis®% HQHIL WV
Board of Japan “"$6%-u 6 WD W H P Hisswieéd bRMay 17, 2012) and paragraph 67 of
"*XLGDQFH RQ $FFRXQWLQJ 6WDQGDUG IRU 5SHWLUHPHSWI%HQHILW
on March 26, 2015). Consequently, the method for calculating the projected benefit

obligation and service cost has been revised, the method for attributing expected benefits to

each period has been changed from the straight -line meth od to the benefit formula basis and

the method for determining the disco unt rate has been changed from the method based on

an average remaining service period to the method using a single weighted -average

discount rate reflecting the ex pected timing and amount of benefit payments.

With regard to the adoption of the standard and the guidance,t he impact of the change in

13



4. U.S. Dollar Amounts

The translation of yen amounts into U.S. dollar amounts is included solely for the
convenience of readers outside Japan and has been made, as a matter of arithmetic
computation only, at ¥ 120.17 = U.S.$1.00, the approximate rate of exchange in effect on
March 31, 2015.

The translation should not be construed as a representation that yen have been, could have
been, or could in the future be, converted into U.S. dollars at the above or any other rate.
5. Inventories

Inventories at March 31, 20 15 and 2014 comprised of the following:

Thousands of

Millions of yen U.S. dollars

2015 2014 2015
Merchandise and finished goods ¥ 27,903 ¥ 26,312 $ 232,196
Work in process 4,614 3,609 38,396
Raw materials and supplies 43,749 28,561 364,059
Total ¥ 76,268 ¥ 58,484 $ 634,668

Revaluation loss on inventories of ¥ 308 million ($ 2,563 thousand) and ¥ 399 million based
on the lower of cost or market method was deducted from the carrying amounts of
inventories at March 31, 2015 and 2014, respectively.

6. Property, Plant and Equipment

Accumulated depreciation of property, plant and equipment at March 31, 2015 and 2014
amounted to ¥ 258,809 million ($ 2,153,691 thousand) and ¥ 254,832 million, respectively.
Accumulated reduction entry of property, plant and equipment purchased using funds f rom

a government subsidy amounted to ¥ 368 million ($ 3,062 thousand) and ¥ 370 million at
March 31, 2015 and 2014, respectively.

7. Short-Term and Long -Term Loans Payable

Short-term and long -term loans pay able as of March 31, 2015 and 2014 consisted of the
following:
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8. (PSOR\HHV: 5HWLUHPHQW %HQHILWYV

The Group has unfunded lump -sum retirement plans and defined contribution pension
plans WR SURYLGH IRU HPSOR\HHV Thd B&dhpanyHdand cgfedinE eb@sdlidatédV
subsidiaries also have funded defined benefit corporate pension plans limited for retired
pension recipients . Certain consolidated subsidiaries apply the simplified method in
computing projected benefit obligation . Besides these retirement benefits, certain employees
may be entitled to additional spec

16



8 (PSOR\HHV: 5SHWLUHPHQW %HQHILWY FRQWLQXHG
(c) Reconciliation between the balances of projected benefit obligation and plan assets and

net defined benefit liability and  net defined benefit asset recorded on the consolidated
balance sheets as of March 31, 2015 and 2014

17



8 (PSOR\HHV: 5HWLUHPHQW %HQHILWY FRQWLQXHG
(g) Plan assets
(1) The components of plan assets are summarized as follows:
2015 2014

General account 49% 49%
Bonds 48 48
Cash and deposits 3 3

Total 100% 100%

(2) Expected long-term rate of return

The expected long-term rate of return on plan asse ts is determined by considering current
and expected distribution of plan assets and long -term rate of return derived from various

components of the plan assets.

(h) Principal a ssumptions used for the actuarial calculation for
2015 and 2014 are set forth as follows:

2014

2015
Discount rate Principally 0.9%
Expected long-term rate of return on plan assets Principally 1.0%

Defined contribution plan s

1.7%
1.0%

the years ended March 31,

The required c ontribution amount to defined contribution plan s by the Group for the year s
ended March 31, 2015 and 2014 amounted to ¥776 million ($6,458 thousand) and ¥716

million , respectively.

9. Stock Option Plans

Stock option expenses included in ‘Selling, General and Administrative E

xpenses Hin the

accompanying consolidated statements of income for the year s ended March 31, 2015 and
2014 amounted to ¥42 million ($ 350 thousand) and ¥52 million, respectively . Gain on

forfeiture of unexercised stock options for the year s
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9. Stock Option Plans (continued)

Non-Vested (number of shares)
Outstanding at beginning of the
year
Granted during the year
Forfeited during the year
Vested during the year
Outstanding at end of the year
Vested (number of shares)
Outstanding at beginning of the
year
Vested during the year
Exercised during the year
Forfeited during the year
Outstanding at end of the year
Exercise price (Yen)

2007 Plan *1 2008 Plan *2 2009 Plan *2 2010 Plan *2
161,700 242,000 268,620 258,940
29,700 56,870 70,180 77,440
132,000 70,180 62,920 41,140
- 114,950 135,520 140,360
¥1,089 ¥1,155 ¥936
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9. Stock Option Plans (continued)

2011 Plan

2012 Plan *2

2013 Plan *2

2014 Plan *3

Non-Vested (number of shares)
Outstanding at beginning of the

year -
Granted during the year -
Forfeited during the year -
Vested during the year -
Outstanding at end of the year -
Vested (number of shares)

388,410

388,410

373,890

373,890

337,700

337,700
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10. 6KDUHKRQ@GH UV - (

The Companies Act Rl -DSDQ AWKHSURYLGHV WKDW DQ DPRXQW HTXDO
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11. Supplemental Information for Consolidated Statements of Changes in Net Assets

(continued)
(c) Dividends
(1) Dividends paid to shareholders

Year ended March 31, 2015

Date of Resolution Approved Type of Recording Effective
Approval by Shares Amount Amount per Share Date Date
(Millions (Thousands of (Yen) (U.s.
of yen) U.S. dollars) dollars)
June 26, Annual general Common ¥2734 $ 22,751
2014 meeting of stock
shareholders
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13. Research and Development Expenses

Research and development expenses included in selling, general and administrative
expenses and manufacturing costs were ¥ 5,467 million ($ 45,494 thousand) and ¥ 5,769
million
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15. Income Taxes (continued)

FIntangible assetsyZKLFK ZDV LQFOXGHG L QGroasnefetrdditaX asaeks QL Q WKH
year ended March 31, 2014 is separately disclosed since the amount is significant in the

year ended March 31, 2015. In order to refl ect the change of the presentation, the
presentation of the footnote for the year ended March 31, 2014 has also been reclassified. As
aresult, “2W KH ¥2,0Rmillion in the year ended March 31, 2014 has been reclassified as
",QWDQJL E OH ¥R3bVlidhV P RE ~ 2 W K41 U8B million.

Disclosure of the reconciliation between the statutory and effective tax rates for the year
ended March 31, 2015 was as follows:

Year ended
March 31
2015
Statutory tax rate 35.5%
Non-taxable dividend income and others (1.6)
Non-deductible expenses 14
Tax credits a.7)
Effect of changes in statutory tax rate 2.7
Equity in earnings of affiliates (2.9)
Other 0.2
Effective tax rate 33.6%

Disclosure of the reconciliation for the ye ar ended March 31, 2014 has been omitted as the
difference was less than 5% of the statutory tax rate.

7KH "$FW RQ 3DUWLDO 5HYLVLRQ @R¢t MoKHof, ZDFR IDHQ GD\WV ISAW  F W
3DUWLDO 5HYLVLRQ RI WKH /RFDO 7D[ $ pihpulg&édWonlVarch 3 )

2015 and the statutory tax rate will be reduced effective from years beginnin g on or after

April 1, 2015. Accordingly, the statutory tax rate used to calculate deferred tax assets and
deferred tax liabilities was changed from 35.5% to 33.0% a nd 32.2% for the temporary
differences expected to reverse in the fiscal year beginning April 1, 2015 and  temporary
differences expected to reverse from the fiscal years beginni ng April 1, 2016, respectively. As

a result of this change, deferred tax liabilities, net of deferred tax assets, decreased by

¥2,038

24
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16. Leases (continued)

(As Lessor)
Thousands of U.S.

Millions of yen dollars
Due within one year ¥ 88 $ 732
Due after one year 382 3,179
Total ¥ 470 $ 391
17. Per Share Data
2015 2014 2015

Net income per share:

Basic ¥ 53.28 ¥ 50.21 $ 0.44

Diluted 53.22 50.19 0.44
Net assets per share ¥ 1,218.49 ¥ 1,079.82 $ 10.14

The Company carried out a stock split by the ratio of 1.1 shares per share of common stock
on October 1, 2013. Also, the Company carried out a stock split by the ratio of 1.1 shares per
share of common stock on October 1, 2014. Per share data as of and for the year e nded
March 31, 2014 was restated based onthe assumption that the stock splitwas carried out at
the beginning of the year ended March 31, 2014 .

Basic net income per share is comput ed by dividing net income available for distribution to
common shareholders by the weighted -average number of shares of common stock
outstanding for the year, retroactively adjusted for stock splits.

With respect to the computation of diluted net income per share , both net income and the
weighted -average number of shares of common stock outstanding are adjusted assuming
the exercise of rights relevant to potential ly issuable shares.

Net assets per share are computed by dividing the net assets excluding subscription rights

to shares and minority interests by the number of shares of common stock outstanding at
the year end.
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18. Financial Instruments (continued)

(b) Fair value of financial instruments

Carrying value on the consolidated balance sheets as of March 31, 2015 and 2014, fair value
and differences are as follows. The financial instruments whose fair value is extremely
difficult to determine are not included below.

2015
Millions of yen Thousands of U.S. dollars
Carrying Fair Carrying Fair
Value Value Difference Value Value Difference
Cash and deposits ¥ 42584 ¥ 42584 ¥y - $ 354,365 $ 354,365 $

28



18. Financial Instruments (continued)

Note 1: Valuation method for financial instruments and information of investment securities are as follows:

Assets:

Cash and deposits and Notes and accounts receivable - trade

The carryi ng value is deemed as the fair value since these are scheduled to be settl ed in a short period

of time.

Short -term investment securities and investment securities

Fair value of stocks is based on the price on stock exchanges and that of bonds is based on the price on
bond markets or the price provided by the correspondent finan  cial institutions.

Liabilities:
Notes and accounts payable 2 trade

The carryi ng value is deemed as the fair value since these are scheduled to be settled in a short period

of time.

Derivative transactions:
Please refer to Note 2 1.

Note 2: Unlisted equity securities of ¥28,431 million ($ 236,590 thousand) and ¥ 26,314 million whose fair

values are extremely difficult to determine as of March 31,

included in the above tables.

2015 and 2014, respectively, are not

(c) The redemption schedule for financia | instruments and securities with maturities as of

March 31, 2015 and 2014 is as follows:

Cash and deposits

Notes and accounts receivable 2trade

Short -term investment securities and investment
securities:
Other securities

Total

Thousands of

Millions of yen U.S. dollars

2015 2014 2015
Due in One Due in One Due in One
Year or Less Year or Less Year or Less
¥ 42,584 ¥ 49,104 $ 354,365
74,688 67,486 621,520
25,576 28,873 212,832
¥ 142,850 ¥ 145,465 $1,188,733
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19.

Investment Securities
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19. Investment Securities (continued)
(b) Sale of securities classified as available -for-sale securities

Information regarding the sale of securities classified as available -for-sale securities for
the year s ended March 31, 2015 and 2014 is summarized as follo ws:

Thousands of

Millions of yen U.S. dollars
2015 2014 2015
Proceeds from sales ¥ 147 ¥ 709 $ 1,223
Aggregate gains on sales 67 507 558
Aggregate losses on sales 0) (@] (©))

20. Cash and Cash Equivalents

(1) Cash and deposits on the accompanying consolidated balance sheets and cash and cash
equivalents on the accompanying consolidated statement s of cash flows are reconciled as
of March 31, 2015 and 2014 as follows:

Thousands of

Millions of yen U.S. dollars
2015 2014 2015

Cash and deposits ¥ 42,584 ¥ 49,104 $ 354,365
Short -term investment securities 25,565 28,869 212,740
Total 68,150 77,974 567,113
Time deposits with maturities of more than three months (7,157) (325) (59,557)
Debt securities with maturities of more  than three months (1,096) (4,963) (9,120)
Cash and cash equivalents ¥ 59,897 ¥ 72,685 $ 498,436

(2) Assets and liabilities increased by transfer of business

(@) Major components of assets and liabilities by the transfer of  four flour milling plant sin
the U.S., which was acquired by Miller Milling Company, LLC . and details of the
difference between the transfer costs of the business and net payment for the year
ended March 31, 2015 were as follows:

Thousands of U.S.

Millions of yen dollars

2015 2015
Current assets ¥ 4,427 $ 36,839
Noncurrent assets 12,827 106,740
Goodwill 4,932 41,042

Transfer of business costs
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21. Derivatives (continued)

2014

Millions of yen

Due
after Fair
One Year Value

Unrealized
Gain (Loss)

Contract
Amount
and
Others
Currency futures:
Buy:

33



21. Derivatives (continued)

Derivative transactions for which hedge accounting is applied at March 31,
are as follows:

2015

2015 and 2014

Millions of yen

34
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23. Related Party Transactions (continued)

Related party transactions f or the year ended March 31, 2014 were as follows:

Details of
Category Related party Location Capital business
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24. Segment Information (continued)

1. The Other pincorporates operations not included in reportable segments, including pet food,
engineering, mesh cloths, handling and storage

2. Adjustments of segment income refer to elimination of intersegment transactions.
Adjustments of segment assets amounted to ¥120,520 million ($ 1,002,913 thousand) and
¥102,462 million for the years ended March 31, 2015 and 2014, respectively, consisted
primarily of the Company s surplus funds (cash and deposits and short -term investment
securities) and investment securities

3. Segment income is adjusted to operating income on the consolidated statements of income.

4. Geographic information
(1) Sales

2015
Millions of yen Thousands of U.S. dollars

Japan Other areas Total Japan Other areas Total
¥ 441,378 ¥ 84,765 ¥ 526,144 $3,672,947 $ 705,376  $4,378,331
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24. Segment Information (continued)

5. Information about major customers

2015

Name of the related segment

Millions of yen

Thousands of
U.S. dollars

Mitsubishi Corporation
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25. M&A Activity (continued)

2. The period for which acquired company results are included in consolidated financial
statements
From May 25, 2014 to December 31, 2 014

3. Acquisition cost details

Thousands of U.S.

Millions of yen dollars

2015 2015
Compensation for the acquisition ¥ 21,645 $ 180,120
Direct costs for acquisition 541 4,502
Total acquisition cost ¥ 22,187 $ 184,630

4. Amount, reasons, amortization method and period of goodwill
(1) Amount of goodwiill
¥ 4,932 million ($ 41,042 thousand)

(2) Reasons

The incidence of goodwill is attributable to the excess earnings power expected from the
future business development based on a reasonable estimate.
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