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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of Suntory Holdings Limited:

We have audited the accompanying consolidated balance sheet of Suntory Holdings Limited and
consolidated subsidiaries as of December 31, 2014, and the related consolidated statements of
income, 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 accounting principles generally accepted in Japan, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair presentation of
the consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Suntory Holdings Limited and consolidated

subsidiaries as of December 31, 2014, and the consolidated results of their operations and their cash
flows for the year then ended in accordance with accounting principles generally accepted in Japan.

Convenience Translation

Our audit also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and,
in our opinion, such translation has been made in accordance with the basis stated in Note 1. Such
U.S. dollar amounts are presented solely for the convenience of readers outside Japan.

elodls Totihe Ftmadan LLC.

March 20, 2015 Member of

Deloitte Touche Tohmatsu Limited



Suntory Holdings Limited and Consolidated Subsidiaries

Consolidated Balance Sheet
December 31, 2014

ASSETS

CURRENT ASSETS:
Cash and cash equivalents (Note 15)
Short-term investments (Note 5)
Notes and accounts receivable (Note 15):
Trade
Other
Allowance for doubtful accounts
Inventories (Note 6)
Deferred tax assets (Note 10)
Other current assets

Total current assets

PROPERTY, PLANT, AND EQUIPMENT:
Land (Note 7)
Buildings and structures (Note 7)
Machinery, equipment and other (Note 7)
Construction in progress
Lease assets (Notes 7 and 14)

Total

Accumulated depreciation

Net property, plant, and equipment

INVESTMENTS AND OTHER ASSETS:

Investments in unconsolidated subsidiaries andcidss
(Note 15)

Investment securities (Notes 5 and 15)

Long-term receivables

Long-term guarantee deposit

Goodwill (Note 13)

Trademarks

Deferred tax assets (Note 10)

Other

Allowance for doubtful accounts

Total investments and other assets

TOTAL

See notes to consolidated financial statements.

Thousands of

U.S. Dollars

Millions of Yen (Note 1)

2014 2013 2014
¥ 199,308 ¥ 418,63( $ 1,653,32:
26 26 216
376,397 287,241 3,122,33:
56,582 25,660 469,36t
(2,283 (876) (18,938
452,875 224,13t 3,756, 74(
40,390 22,87¢ 335,04¢
42,960 30,143 356,366
1,166,255 1,007,83! 9,674,45(
107,36 94,761 890,61(
391,37¢ 362,18( 3,246,58t
875,296 763,99¢ 7,260,854
39,32z 15,784 326,18¢
12,35t 18,657 102,48¢
1,425,71; 1,255,381 11,826,72
(749,109 (728,119 (6,214,08)
676,60¢ 527,269 5,612,65¢
48,27¢ 41,29¢ 400,46t
74,121 75,003 614,851
2,128 2,16C 17,611
20,131 30,04 166,99:
1,118,70: 409,29: 9,280,00(
1,323,90° 184,94: 10,982,22:
9,477 6,924 78,61¢
98,827 91,591 819,800
(1,889 (2,280 (15,670
2,693,67" 838,96 22,344,89:
¥ 4,536,538 ¥ 2,374,071 $ 37,632,003

LIABILITIES AND EQUITY

CURRENT LIABILITIES:

Short-term borrowings (Notes 7 and 15)
Current portion of long-term debt (Notes 7, 14, d5q 16)
Notes and accounts payable (Note 15):
Trade
Unconsolidated subsidiaries and associates
Other
Liguor tax and consumption taxes payable (Note 15)
Accrued income taxes (Notes 10 and 15)
Accrued expenses (Note 15)
Other current liabilities

Total current liabilities

LONG-TERM LIABILITIES:

Long-term debt (Notes 7, 14, 15, and 16)
Liability for employees' retirement benefits (N&e

Retirement allowances for directors and Audit angdevisory

Board members
Long-term deposits payable
Deferred tax liabilities (Note 10)
Other

Total long-term liabilities

COMMITMENTS AND CONTINGENT LIABILITIES

(Notes 14 and 16)

EQUITY (Notes 9 and 18):
Common stock, authorized - 1,305,600,000 sharek, an

issued - 687,136,196 shares in 2014 and 2013

Capital surplus

Retained earnings

Treasury stock - at cost: 3,830,748 shares in 204
4,900,748 shares in 2013

Accumulated other comprehensive income (loss):
Unrealized gain on available-for-sale securities

Deferred gain on derivatives under hedge accounting

Foreign currency translation adjustments
Defined retirement benefit plans
Total
Minority interests

Total equity

TOTAL

Thousands of

U.S. Dollars

Millions of Yen (Note 1)

2014 2013 2014

¥ 50,01¢ ¥ 43,500 $ 414,92z
50,62¢ 166,936 419,95(
209,015 159,055 1,733,845
1,642 1,335 13,621
182,244 162,790 1,511,771
73,79¢ 57,204 612,17¢
22,298 34,393 184,969
112,991 73,905 937,296
77,046 60,912 639,120
779,67¢ 760,030 6,467,67:
958,37« 397,619 16,203,84!
36,37z 11,001 301,715
684 298 5,674
38,497 38,295 319,344
453,924 80,104 3,765,44;.
83,25¢ 29,998 690,61(
2,566,10- 557,315 21,286,63!
70,00c 70,000 580,67=
(20,739 (21,109 (172,037
692,85( 666,067 5,747,40¢
(2,605 (3,332 (21,609
20,32z 20,611 168,571
1,24C 1,374 10,28¢
132,38( 34,400 1,098,13¢
(11,325 - (94,779
882,023 768,011 7,316,657
308,733 288,715 2,561,037
1,190, 75¢ 1,056,726 9,877,69:¢
¥ 4,536,53¢ ¥ 2,374,071 $ 37,632,00:




Suntory Holdings Limited and Consolidated Subsidiaries

Consolidated Statement of |ncome
Year Ended December 31, 2014

NET SALES
COST OF SALES (Note 11)

Gross profit

SELLING, GENERAL, AND ADMINISTRATIVE EXPENSES

(Notes 11, 12, 13, and 14)
Operating income

OTHER INCOME (EXPENSES):
Interest and dividend income
Interest expense
Dilution gain from changes in equity interest

Gain on sales of investments in subsidiaries andcietes

Acquisition-related costs (Note 3)
Restructuring charges
Other, net (Note 13)

Other (expenses) income, net

INCOME BEFORE INCOME TAXES AND MINORITY
INTERESTS

INCOME TAXES (Note 10):
Current
Deferred
Total income taxes
NET INCOME BEFORE MINORITY INTERESTS
MINORITY INTERESTS IN NET INCOME

NET INCCME

AMOUNTS PER SHARE (Note 2(v)):
Net income - basic
Cash dividends applicable to the year

See notes to consolidated financial statements.

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2014 2013 2014
¥ 2,45525( ¥ 2,040,204 $ 20,367,06!
1,244,470 1,015,376 10,323,269
1,210,78( 1,024,828 10,043,79¢
1,046,027 898,26¢ 8,677,121
164,75¢ 126,559 1,366,67¢
6,821 3,554 56,582
(19,179 (8,32) (159,099
- 131,38¢ -
12,519 45,49( 103,849
(8,941 - (74,168
(16,1579 (1,607 (134,027
(13,585 (11,233 (112,699
(38,p22 159,267 (319,559
126,231 285,826 1,047,12;
60,365 60,48¢ 500,747
3,565 12,951 29,574
63,930 73,439 530,321
62,301 212,38 516,806
23,937 16,812 198,565
¥ 38,36/ ¥ 19557 $ 318,241
U.S. Dollars
Yen (Note 1)
2014 2013 2014
¥56.20 ¥286.67 $0.47
12.00 17.00 0.10



Suntory Holdings Limited and Consolidated Subsidiaries

Consolidated Statement of Comprehensive Income
Year Ended December 31, 2014

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2014 2013 2014

NET INCOME BEFORE MNORITY INTERESTS ¥ 62,301 ¥ 212,387 $ 516,806
OTHER COMPREHENSIVE INCOME (LOSS) (Note 17):

Unrealized (loss) gain on available-for-sale samgi (162 10,656 (1,339

Deferred gain (loss) on derivatives under hedgewting 4 (560) 33

Foreign currency translation adjustments 116,704 89,132 968,096

Share of other comprehensive (loss) income in éesssc (427 1,522 (3,54])

Total other comprehensive income 116,120 100,750 963,252

COMPREHENSIVE INCOME ¥ 178,421 ¥ 313,137 $ 1,480,058
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO:

Owners of the parent ¥135,919  ¥268,058 $1,127,491

Minority interests 42,502 45,079 352,567

See notes to consolidated financial statements.



Suntory Holdings Limited and Consolidated Subsidiaries

Consolidated Statement of Changesin Equity
Year Ended December 31, 2014

Thousands Millions of Yen
Accumulated Other Comprehensive Income (Loss)
Outstanding Unrealized Gain Deferred Gain Foreign
Number of (Loss) on (Loss) on Currency Defined
Shares of Capital Retained Treasury  Available-forSale  Derivatives under  Translation Retirement Minority
Common Stock Surplus Earnings Stock Securities Hedge Accounting Adjustments  Benefit Plans Total Interests Total Equity
BALANCE AT JANUARY 1, 2013 687,136 ¥ (20,583 ¥ 477,810 ¥ (3,332 ¥ 10,350 ¥ 1,902 ¥ (28,350 ¥ - ¥ 507,797 ¥ 25901 ¥ 533,698
Net income - - 195,575 - - - - - 195,575 - 195,575
Cash dividends, ¥11.00 per share (Note 2(v)) - - (7,505 - - - - - (7,505 - (7,509
Changes in consolidation scope - - 308 - - - - - 308 - 308
Put option granted to minority shareholders - - (121 - - - - - (121 - (121
Changes in foreign subsidiaries interest in their
subsidiaries (Note 9) - (526) - - - - - - (526) - (526)
Net change in the year - - - - 10,261 (528 62,750 - 72,483 262,814 335,297
BALANCE AT DECEMBER 31, 2013 687,136 (21,109 666,067 (3,332 20,611 1,374 34,400 - 768,011 288,715 1,056,726
Net income - - 38,364 - - - - - 38,364 - 38,364
Cash dividends, ¥17.00 per share (Note 2(v)) - - (11,598 - - - - - (11,598 - (11,599
Disposal of treasury stock - 370 - 727 - - - - 1,097 - 1,097
Put option granted to minority shareholders - - 17 - - - - - 17 - 17
Net change in the year - - - - (289 (134 97,980 (11,425 86,132 20,018 106,150
BALANCE AT DECEMBER 31, 2014 687,136 ¥ (20,739 ¥ 692,850 ¥ (2,609 ¥ 20,322 ¥ 1,240 ¥ 132,380 ¥ (11,429 ¥ 882,023 ¥ 308,733 ¥ 1,190,756
Thousands of U.S. Dollars (Note 1)
Accumulated Other Comprehensive Income (Loss)
Unrealized Gain Deferred Gain Foreign
(Loss) on (Loss) on Currency Defined
Capital Retained Treasury  Available-forSale  Derivatives under  Translation Retirement Minority
Surplus Earnings Stock Securities Hedge Accounting Adjustments  Benefit Plans Total Interests Total Equity
BALANCE AT DECEMBER 31, 2013 $ 580,672 $ (175,10¢ $ 5,525,235 $ (27,640 $ 170,974 $ 11,398 $ 285,359 $ - $ 6,370,892 $ 2,394,981 $ 8,765,873
Net income - 318,241 - - - - - 318,241 - 318,241
Cash dividends, $0.14 per share (Note 2(v)) - (96,209 - - - - - (96,209 - (96,209
Disposal of treasury stock 3,069 - 6,031 - - - - 9,100 - 9,100
Put option granted to minority shareholders - 141 - - - - - 141 - 141
Net change in the year - - - (2,397 (1,119 812,775 (94,779 714,492 166,056 880,548
BALANCE AT DECEMBER 31, 2014 $ 580,672 $ (172,037 $ 5,747,408 $ (21,609 $ 168,577 $ 10,286 $ 1,098,134 $ (94,774 $ 7,316,657 $ 2,561,037 $ 9,877,694

See notes to consolidated financial statements.




Suntory Holdings Limited and Consolidated Subsidiaries

Consolidated Statement of Cash Flows
Year Ended December 31, 2014

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2014 2013 2014
OPERATING ACTIVITIES:
Income before income taxes and minority interests ¥ 126,231 ¥ 285826 $ 1,047,127
Adjustments for:
Depreciation and amortization 81,764 63,403 678,258
Amortization of goodwiill 53,789 24,093 446,197
Gain on sales of investments in subsidiaries asdciestes (12,519 (45,490 (103,849
Dilution gain from changes in equity interest - (131,384 -
Loss on disposal of property, plant and equipment 4,361 4,537 36,176
Increase in notes and accounts receivable — trade (41,61) (11 (345,176
Decrease (increase) in inventories 216 (11,640 1,791
Increase (decrease) in notes and accounts payatade- 22,136 (3,473 183,625
Increase in liquor tax and consumption tax payable 9,230 1,274 76,566
Income taxes paid (92,935 (41,479 (770,925
Other, net 7,024 20,839 58,265
Net cash provided by operating activities 157,686 166,503 1,308,055
INVESTING ACTIVITIES:
Purchases of property, plant, and equipment (105,125 (90,012 (872,045
Proceeds from sales of property, plant, and equipme 6,552 3,027 54,350
Purchases of investment securities (5,229 (859 (43,379
Proceeds from sales of investment securities 3,390 176 28,121
Purchases of investments in subsidiaries (1,49) (481 (12,368
Proceeds from sales of investments in subsidiaridsassociates - 95,854 -
Purchase of investments in subsidiaries resultinthange in consolidation scope — net of cash asgjui
(Notes 3 and 4) (1,388,964 (13,919 (11,521,89)
Proceeds from sales of shares of subsidiariestiggith change in scope of consolidation 16,785 - 139,237
Acquisition of business (Note 4) - (220,098 -
Other, net 358 10,808 2,970
Net cash used in investing activities (1,473,724 (215,494 (12,225,002
FINANCING ACTIVITIES:
Net increase (decrease) in short-term bank load€ammercial papers 5,057 (20,829 41,949
Proceeds from long-term bank loans 1,107,425 45,935 9,186,437
Repayments of long-term bank loans (60,839 (36,399 (504,637
Proceeds from disposal of treasury stock 1,098 - 9,108
Proceeds from issuance of bonds 168,710 - 1,399,502
Redemption of bonds (110,885 (15,250 (919,826
Repayments of lease obligations (3,042 (3,103 (25,239
Cash dividends (11,598 (7,509 (96,209
Cash dividends to minority shareholders (17,957 (6,152 (148,959
Proceeds from issuance of common stocks to minshiyeholders - 275,466 -
Net cash provided by financing activities 1,077,974 232,168 8,942,131
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS ON CASH ADNCASH EQUIVALENTS 18,742 7,342 155,471
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (219,329 190,519 (1,819,345
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 418,630 228,111 3,472,667
CASH AND CASH EQUIVALENTS, END OF YEAR ¥ 199,308 ¥ 418630 $ 1,653,322

See notes to consolidated financial statements.



Suntory Holdings Limited and Consolidated Subsidiaries

Notesto Consolidated Financial Statements
Asof and for the Year Ended December 31, 2014

1.

BASISOF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statemieave been prepared in accordance with the prowsen
forth in the Japanese Financial Instruments andh&xge Act and its related accounting regulatiomsian
accordance with accounting principles generallyepted in Japan ("Japanese GAAP"), which are diffdre
certain respects as to application and disclosegairements of International Financial Reportingnsiards
("IFRS").

In preparing these consolidated financial statemeamrtain reclassifications and rearrangements haen
made to the consolidated financial statements isdoenestically in order to present them in a fohat s
more familiar to readers outside Japan. In aduiti@rtain reclassifications have been made ir2€1s
consolidated financial statements to conform tocthesifications used in 2014.

The consolidated financial statements are statddpanese yen, the currency of the country in w8iafitory
Holdings Limited (the "Company") is incorporatecdasperates. The translations of Japanese yen amoun
into U.S. dollar amounts are included solely far tionvenience of readers outside Japan and havenieaie
at the rate of ¥120.55 to $1, the exchange rabeaeémber 31, 2014. Such translations should not be
construed as representations that the Japanesem@mmts could be converted into U.S. dollars gtdhany
other rate.

The Company is a pure holding company, which wéabéished on February 16, 2009, through a method of
stock transfer in which all the shares of the far@entory Limited (now, Suntory Spirits Limited) campany
founded in Osaka in 1899 as an unincorporated gerunder the name of Torii Shoten, were transéeto
the Company in connection with the reorganizatib8untory Group. The Company and its consolidated
subsidiaries operate alcoholic and nonalcoholiebsye business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Consolidation The consolidated financial statements as of Déegr@1, 2014, include the accounts of
the Company and its 273 (180 in 2013) subsidigdeBectively, the "Group").

Under the control or influence concept, those carigsin which the Company, directly or indirecily,
able to exercise control over operations are cahsigld, and those companies over which the Groap ha
the ability to exercise significant influence ace@unted for by the equity method.

Investments in 25 (22 in 2013) associates are atedudor by the equity method in 2014. Investnient
one unconsolidated subsidiary in 2013 was alsowatted for by the equity method.

Investments in the remaining unconsolidated subs&s and associates are stated at cost. Eves if t
consolidation or the equity method of accountind haen applied to the investments in these comgpanie
the effect on the accompanying consolidated firelratatements would not be material.

The excess of the acquisition cost over the fdinevaf the net assets of an acquired subsidiattyeatlate
of acquisition is being amortized over periodsieé to 20 years, or if immaterial, is charged toome
when incurred. Acquired intangible assets witlitdimseful lives are amortized over the estimatssful
lives. Acquired intangible assets with indefiniseful lives are not amortized and subject to impeant
testing.



(b)

()

(d)

All significant intercompany balances and trangattihave been eliminated in consolidation. All
material unrealized profit included in assets r@sgifrom transactions within the Group is elimiegt

Unification of Accounting Policies Applied to éreign Subsidiaries for the Consolidated Financial
Statements in May 2006, the Accounting Standards Board of ddfize "ASBJ") issued ASBJ Practical
Issues Task Force (PITF) No. 18, "Practical Sofutia Unification of Accounting Policies Applied to
Foreign Subsidiaries for the Consolidated Finarstatements.” PITF No. 18 prescribes that the
accounting policies and procedures applied to ajaompany and its subsidiaries for similar
transactions and events under similar circumstasicesld in principle be unified for the preparatn
the consolidated financial statements. Howeverfaial statements prepared by foreign subsidiamies
accordance with either IFRS or the generally a@mkptcounting principles in the United States of
America ("U.S. GAAP") tentatively may be used fbe tconsolidation process, except for the following
items that should be adjusted in the consolidagtimtess so that net income is accounted for in
accordance with Japanese GAAP, unless they anmaietrial: 1) amortization of goodwill; 2) schediile
amortization of actuarial gain or loss of pensitve has been directly recorded in equity; 3) espan
capitalized development costs of research and dprent (R&D); 4) cancellation of the fair value
model of accounting for property, plant, and eqepirand investment properties and incorporation of
the cost model of accounting; and 5) exclusion famity interests from net income, if containechigt
income.

Unification of Accounting Policies Applied to Forgn Associated Companies for the Equity Method -
In March 2008, the ASBJ issued ASBJ Statement Bp*Accounting Standard for Equity Method of
Accounting for Investments.” The new standard iregladjustments to be made to conform to the
associate's accounting policies for similar tratisas and events under similar circumstances teettod
the parent company when the associate's finanai@reents are used in applying the equity method,
unless it is impracticable to determine such adjestts. In addition, financial statements prepamed
foreign associated companies in accordance witleelERS or U.S. GAAP tentatively may be used in
applying the equity method if the following item®adjusted so that net income is accounted for in
accordance with Japanese GAAP, unless they amaaigtrial: 1) amortization of goodwill; 2) scheduled
amortization of actuarial gain or loss of pensitireg has been directly recorded in equity; 3) espen
capitalized development costs of R&D; 4) cancellabf the fair value model of accounting for prdper
plant, and equipment and investment propertiesrazatporation of the cost model of accounting; &hd
exclusion of minority interests from net incomegdhtained in net income.

Business Combination i October, 2003, the Business Accounting Cou®A¢) issued a Statement
of Opinion, "Accounting for Business Combinationatid in December 2005, the ASBJ issued ASBJ
Statement No. 7, "Accounting Standard for Busin@isestitures," and ASBJ Guidance No. 10,
"Guidance for Accounting Standard for Business Cioations and Business Divestitures." The
accounting standard for business combinations allb@ompanies to apply the pooling-of-interests
method of accounting only when certain specifitetia are met such that the business combination is
essentially regarded as a uniting-of-interests.

For business combinations that do not meet théngndtf-interests criteria, the business combinatton
considered to be an acquisition and the purchaseoth@f accounting is required. This standard also
prescribes the accounting for combinations of estitnder common control and for joint ventures.



()

(f)

(¢)]

(h)

(i)

()

In December 2008, the ASBJ issued a revised acicgustiandard for business combinations, ASBJ
Statement No. 21, "Accounting Standard for Busir@ssibinations.” Major accounting changes under
the revised accounting standard are as follow¥Tk# revised standard requires accounting fommssi
combinations only by the purchase method. As altigbe pooling-of-interests method of accouniing
no longer allowed. (2) The previous accountingdsad required research and development costs to be
charged to income as incurred. Under the revitsubard, in-process research and development costs
(IPR&D) acquired in the business combination argitedized as an intangible asset. (3) The previous
accounting standard provided for bargain purchase @egative goodwill) to be systematically
amortized over a period not exceeding 20 yeardeUthe revised standard, the acquirer recogniees t
bargain purchase gain in profit or loss immediataiythe acquisition date after reassessing and
confirming that all of the assets acquired anafthe liabilities assumed have been identifiedradt
review of the procedures used in the purchase pticeation. The revised standard was applicable t
business combinations undertaken on or after Ap2010.

Cash Equivalents Cash equivalents are short-term investmentsatfeateadily convertible into cash and
that are exposed to insignificant risk of changegalue. Cash equivalents include deposits in ®ank
(including time deposits). The Group considerdiale deposits with an original maturity of six ntos

or less to be cash equivalents. Generally, smeé tieposits can be withdrawn at any time without
penalty or diminution of the principal amount.

Inventories- Inventories are primarily stated at the loweros$t determined by the average method or
net selling value, which is defined as the selfnige, less additional estimated manufacturings;aatd
estimated direct selling expenses.

Short-Term Investments and Investment Sec@sti-Short-term investments and investment securities
are classified and accounted for, depending on gemant's intent, as either (1) held-to-maturitytdeb
securities, which are expected to be held to matwith the positive intent and ability to hold to
maturity, are reported at amortized cost or (2)lakike-for-sale securities, which are not classifées
held-to-maturity debt securities, are reportechatvfalue, with unrealized gains and losses, net of
applicable taxes, reported in a separate compariejuity.

Nonmarketable available-for-sale securities aredtat cost determined by the moving-average method
For other-than-temporary declines in fair valugestment securities are reduced to net realizadilesv
by charging to income.

Allowance for Doubtful Accounts The allowance for doubtful accounts is statedmabunts considered
to be appropriate based on the past credit lossriexre and an evaluation of potential lossesen th
receivables outstanding.

Property, Plant, and EquipmentProperty, plant, and equipment are stated at ddspreciation of
property, plant, and equipment of the Group is tyatomputed by the straight-line method. The range
of useful lives is principally from three to 50 yedor buildings and structures and from two toygars

for machinery, equipment, and others. The usefatlfor lease assets, which do not transfer oviuers
of the leased property to the lessee are the tefie respective leases.

Intangible Assets Intangible assets are amortized primarily usingsti@ight-line method except for
acquired intangible assets with indefinite useiftdd. Trademarks whose useful lives are not
determinable are not amortized and subject to impait test. Purchased software for internal use an
software development costs are amortized baseldeostitaight-line method over an estimated usefil i
of five years.



(k) Long-Lived Assets The Group reviews its long-lived assets for impantwhenever events or changes

()

in circumstance indicate that the carrying amotimtroasset or asset group may not be recoveratrie.
impairment loss would be recognized if the carryamgount of an asset or asset group exceeds thefsum
the undiscounted future cash flows expected tdtrésun the continued use and eventual dispositibn
the asset or asset group. The impairment lossdameiimeasured as the amount by which the carrying
amount of the asset or asset group exceeds itsaetde amount, which is the higher of the discednt
cash flows from the continued use and eventuabdisipn of the asset or the net selling price at
disposition.

Retirement and Pension PlansThe Company and certain consolidated subsidiiaes contributory
funded defined benefit pension plans, defined doution pension plans, and unfunded retirement fiene
plans for employees.

The Group accounts for the liability for retireméenefits based on the projected benefit obligatamd
plan assets at the balance sheet date. The mwjeenefit obligations are attributed to periodson
straight-line basis. Actuarial gains and lossesaanortized on a straight-line basis over 15 yedttsn
the average remaining service period. Past secaists are amortized on a straight-line basis bSer
years within the average remaining service period.

In May 2012, the ASBJ issued ASBJ Statement No*&6écounting Standard for Retirement Benefits"
and ASBJ Guidance No. 25, "Guidance on Accountitag@ard for Retirement Benefits," which replaced
the accounting standard for retirement benefitstihd been issued by the Business Accounting Cbunci
in 1998 with an effective date of April 1, 2000dathe other related practical guidance, and were
followed by partial amendments from time to timeotigh 2009.

Major changes are as follows:
(1) Treatment in the balance sheet

Under the current requirements, actuarial gainsl@sgks and past service costs that are yet to be
recognized in profit or loss are not recognizethabalance sheet, and the difference between
retirement benefit obligations and plan assetsefhafter, "deficit or surplus”), adjusted by such
unrecognized amounts, is recognized as a lialulitgsset.

Under the revised accounting standard, actuariasgend losses and past service costs that are yet
to be recognized in profit or loss shall be recegdiwithin equity (accumulated other
comprehensive income), after adjusting for taxa#eand any resulting deficit or surplus shall be
recognized as a liability (liability for retiremebénefits) or asset (asset for retirement benefits)

(2) Treatment in the statement of income and the statement of comprehensive income

The revised accounting standard does not changdgdoeeognize actuarial gains and losses and
past service costs in profit or loss. Those anwwaiuld be recognized in profit or loss over a
certain period no longer than the expected averageaining service period of the employees.
However, actuarial gains and losses and past geceists that arose in the current period and have
not yet been recognized in profit or loss shalifméuded in other comprehensive income and
actuarial gains and losses and past service dwdtsvere recognized in other comprehensive income
in prior periods and then recognized in profit@sd in the current period shall be treated as
reclassification adjustments.
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(m)

(n)

(0)

(3) Amendments relating to the method of attributing expected benefit to periods and relating to the
discount rate and expected future salary increases

The revised accounting standard also made cemaémdments relating to the method of attributing
expected benefit to periods and relating to theatist rate and expected future salary increases.

This accounting standard and the guidance forr{d)(2) above are effective for the end of annual
periods beginning on or after April 1, 2013, and(f) above are effective for the beginning of anu
periods beginning on or after April 1, 2014, or flee beginning of annual periods beginning on teraf
April 1, 2015, subject to certain disclosure in grer annual period, both with earlier applicatloging
permitted from the beginning of annual periods beujig on or after April 1, 2013. However, no
retrospective application of this accounting stadda consolidated financial statements in priaiquts
is required.

The Group applied the revised accounting standaddyaidance for retirement benefits for (1) and (2)
above, effective December 31, 2014. As a resalijlity for employees' retirement benefits of ¥3&
million ($301,717 thousand) and asset for employetisement benefits of ¥272 million ($2,256
thousand) were recorded as of December 31, 20tMaesumulated other comprehensive income and
minority interests for the year ended Decembe2B14, decreased by ¥11,425 million ($94,774
thousand) and ¥751 million ($6,230 thousand), retbpey.

The Group expects to apply (3) above from the b@gmof the annual period beginning on January 1,
2015, and is in the process of measuring the affaduture applicable periods.

Retirement Allowances for Directors and Audihd Supervisory Board MembersUpon retirement,
directors and Audit and Supervisory Board membétheCompany's domestic subsidiaries and
directors of certain foreign subsidiaries are ajsalified to receive lump-sum payments based on the
Company's internal policies.

Retirement allowances for directors and Audit ange3visory Board members are recorded to state the
liability at the amount that would be requiredlifdirectors and Audit and Supervisory Board menrsber
retired at each consolidated balance sheet date.

Asset Retirement Obligationsin March 2008, the ASBJ published the accounsitagdard for asset
retirement obligations, ASBJ Statement No. 18, 'Aotting Standard for Asset Retirement Obligations”
and ASBJ Guidance No. 21, "Guidance on Accountitag&ard for Asset Retirement Obligations.”
Under this accounting standard, an asset retireotdigiation is defined as a legal obligation impbse
either by law or contract that results from theuasitjon, construction, development, or the normal
operation of a tangible fixed asset and is assettiaith the retirement of such tangible fixed asSéte
asset retirement obligation is recognized as the gilthe discounted cash flows required for thereit
asset retirement and is recorded in the periodhicmthe obligation is incurred if a reasonabléneste
can be made. If a reasonable estimate of the @tgement obligation cannot be made in the pettied
asset retirement obligation is incurred, the ligpghould be recognized when a reasonable estiofate
the asset retirement obligation can be made. liptal recognition of a liability for an asset irtment
obligation, an asset retirement cost is capitallzgthcreasing the carrying amount of the relateeldf
asset by the amount of the liability. The assttenment cost is subsequently allocated to expense
through depreciation over the remaining usefuldif¢he asset. Over time, the liability is accdete its
present value each period. Any subsequent rewdmthe timing or the amount of the original esiien
of undiscounted cash flows are reflected as arease or a decrease in the carrying amount of the
liability and the capitalized amount of the relatexbet retirement cost.

Research and Development CosResearch and development costs are charged to énasimcurred.
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(p) Consumption Taxes Consumption taxes are excluded from the revamdeexpense accounts, which
are subject to such taxes.

(q) Leases In March 2007, the ASBJ issued ASBJ Statementli8p"Accounting Standard for Lease
Transactions," which revised the previous accogngbandard for lease transactions.

Under the previous accounting standard, financeekethat were deemed to transfer ownership of the
leased property to the lessee were capitalizedveier, other finance leases were permitted to be
accounted for as operating lease transactionst#iog'as if capitalized" information was disclosadhe
note to the lessee's financial statements. Thee@waccounting standard requires that all findease
transactions be capitalized to recognize leasé¢saard lease obligations in the consolidated balanc
sheet. In addition, the revised accounting stahgarmits leases, which existed at the transitate dnd
do not transfer ownership of the leased properthedessee, to continue to be accounted for astipg
lease transactions with "as if capitalized" infotima disclosed in the notes to the lessee's firdnci
statements.

The Group applied the revised accounting standfedtive January 1, 2009. In addition, the Group
continues to account for leases that existed ardmsition date and do not transfer ownershiphef t
leased property to the lessee as operating leassairtions.

All other leases are accounted for as operatinggkea

() Income Taxes The provision for income taxes is computed basethe pretax income included in the
consolidated statement of income. The asset abdity approach is used to recognize deferred tax
assets and liabilities for the expected futurectaxsequences of temporary differences between the
carrying amounts and the tax bases of assetsaitities. Deferred taxes are measured by applying
currently enacted tax rates to the temporary diffees.

The Company has adopted the consolidated taxagsters in Japan, which allows companies to base tax
payments on the combined profits or losses of #remt company and its wholly owned domestic
subsidiaries since the fiscal year ended Decembe2(BL2.

(s) Foreign Currency Transactions All short-term and long-term monetary receivatded payables
denominated in foreign currencies are translaterlJapanese yen by applying the exchange rathe at t
consolidated balance sheet date. The foreign egghgains and losses from translation are recognize
in the consolidated statement of income to theraxtet they are not hedged by forward exchange
contracts.

(t) Foreign Currency Financial StatementsThe balance sheet accounts of the consolidateibfo
subsidiaries are translated into Japanese yengiyiag the current exchange rate as of the conatalitl
balance sheet date, except for equity, which isstedied at the historical rate. Differences aggnom
such translation are shown as "Foreign currenastasion adjustments” in accumulated other
comprehensive income in a separate component d@fyequ

Revenue and expense accounts of consolidated foseigsidiaries are translated into yen at the geera
exchange rate for their accounting periods.

(u) Derivatives and Hedge ActivitiesThe Group uses derivative financial instrumentd payables
denominated in foreign currencies to manage it®gxyes to fluctuations of receivables, payablesratd
investments in subsidiaries and associates ingnrexchange rates, interest rates, and commodagr
These derivative financial instruments are utilibgdthe Group to reduce volatility risks of foreign
currency exchange rates, interest rates, and coiynwites. The Group does not enter into deriesi
for trading or speculative purposes.
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(v)

Derivative financial instruments and foreign cuggtransactions are classified and accounted for as
follows: 1) all derivatives are recognized as @ithassets or liabilities and measured at fair yauoe
gains or losses on derivative transactions aregreézed in the consolidated statement of incomégr)
derivatives used for hedging purposes, if derivetigualify for hedge accounting because of high
correlation and effectiveness between the hedgisigliments and the hedged items, gains, or logses o
derivatives are deferred until maturity of the hedigransactions and 3) for payables and derivatiged
for hedging net investment in subsidiaries and ciases, if the qualify for hedge accounting, unizsl
foreign exchange gains/losses on payables and, gailssses on derivatives, are deferred and imdud
in the foreign currencies translation adjustmerite foreign currency forward contracts and foreign
currency option contracts employed to hedge foreiphange exposures for import purchases and
forward contracts applied for forecasted (or cortedit transactions are measured at fair value, tzand t
unrealized gains/losses are deferred under hedgeiating in a separate component of equity unél th
underlying transactions are completed.

Trade payables and deposits denominated in forigencies, for which foreign currency forward
contracts are used to hedge the foreign currenmcyuétions, are translated at the contracted ifdtes
forward contracts qualify for hedge accounting arekt specific criteria.

Interest rate swaps, except for certain swaps estbelow, which qualify for hedge accounting are
measured at market value at the consolidated bakimeet date, and the unrealized gains or losses ar
deferred until maturity as deferred gain (loss)ertkedge accounting in a separate component ofyequi
Those swaps, which qualify for hedge accountingraedt specific matching criteria, are not remeakure
at market value, but the differential paid or rgediunder the swap agreements is recognized and
included in interest expense or income.

Interest and currency rate swaps, which qualifjhiedge accounting and meet specific matching @jter
are not remeasured at market value, but the diffedepaid or received under the swap agreements is
recognized and included in interest expense ommes@nd hedged items denominated in a foreign
currency are translated at the contracted rates.

The commodity swap contracts, which qualify for pe@dccounting, are measured at market value at the
consolidated balance sheet date, and the unre@&ed or losses are deferred until maturity asrded
gain (loss) under hedge accounting in a separatganent of equity.

Per Share Information Basic net income per share is computed by digidiet income available to
common shareholders by the weighted-average nuailmermmon shares outstanding for the period.

Cash dividends per share presented in the accormgaognsolidated statement of income represents
dividends applicable to the respective year, inicigdlividends to be paid after the end of the year.
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(w) Accounting Changes and Error Correctiondn December 2009, the ASBJ issued ASBJ Statement No

)

24, "Accounting Standard for Accounting Changes andr Corrections” and ASBJ Guidance No. 24,
"Guidance on Accounting Standard for Accounting 1@jes and Error Corrections.” Accounting
treatments under this standard and guidance dodl@ss: (1) Changes in Accounting Policies - Wheen
new accounting policy is applied following revisiohaccounting standards, the new policy is applied
retrospectively, unless the revised accountingdsteds include specific transitional provisionswinich
case the entity shall comply with the specific iinnal provisions. (2) Changes in Presentatigv¥hen
the presentation of consolidated financial statémisnchanged, prior-period consolidated financial
statements are reclassified in accordance witnéepresentation. (3) Changes in Accounting Egéma
- A change in an accounting estimate is accourteahfthe period of the change if the change aéféluat
period only and is accounted for prospectivelhé thange affects both the period of the change and
future periods. (4) Corrections of Prior-Perioddes - When an error in prior-period consolidated
financial statements is discovered, those priotggeconsolidated financial statements are restated.

New Accounting Pronouncements

Accounting Standards for Business Combinations a@dnsolidated Financial StatementsOn
September 13, 2013, the ASBJ issued revised AS&ér8ent No. 21, "Accounting Standard for
Business Combinations," revised ASBJ Guidance Rp!Guidance on Accounting Standards for
Business Combinations and Business Divestiture®l'ravised ASBJ Statement No. 22, "Accounting
Standard for Consolidated Financial Statements."

Major accounting changes are as follows:
(1) Transactionswith noncontrolling interest

Under the current requirements, any difference betwthe fair value of the consideration received
or paid and the amount by which the minority ingttie adjusted is accounted for as an adjustment
of goodwill or as profit or loss in the consolidatgtatement of income if the parent purchases or
sells ownership interests in its subsidiary andinstcontrol over its subsidiary. Under the redise
requirement, such difference shall be accounteddarapital surplus as long as the parent retains
control over its subsidiary.

(2) Acquisition-related costs

Under the current requirements, acquisition-relatests, such as advisory fees or professional fees,
are included in the acquisition costs of the inmestt. Under the revised requirement, acquisition-
related costs shall be accounted for as expenghs jmeriods in which the costs are incurred.

(3) Provisional accounting treatment for business combinations

If the initial accounting for a business combinatis incomplete by the end of the reporting period
in which the business combination occurs, an aegsinall report in its financial statements
provisional amounts for the items for which theaetting is incomplete. Under the current
accounting standard guidance, the adjustmentsotagional amounts recorded in a business
combination are recognized as profit or loss inyar in which the measurement is completed.
Under the revised accounting standard guidancéngitine measurement period, which shall not
exceed one year from the acquisition, the acgsinafl retrospectively adjust the provisional
amounts recognized at the acquisition date toaeflew information obtained about facts and
circumstances that existed as of the acquisitit@ dad that would have affected the measurement
of the amounts recognized as of that date. Sugistagents shall be recognized as if the accounting
for the business combination had been completéteadcquisition date.
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(4) Presentation of the consolidated balance sheet

In the consolidated balance sheet, "minority irg€rander the current requirements will be changed
to "noncontrolling interest" under the revised riegjnents.

(5) Presentation of the consolidated statement of income

In the consolidated statement of income, "inconfereeminority interest” under the current
requirements will be changed to "net income" uritlerrevised requirements, and "net income”
under the current requirements will be changed&t Ihcome attributable to owners of the parent”
under the revised requirements.
These requirements for "transactions with noncdlinigpinterest,” "acquisition-related costs," and
"presentation changes in the consolidated finastéements" are effective for the beginning ofuahn
periods beginning on or after April 1, 2015. Earlapplication is permitted in case of simultaneous
application of these requirements from the begigmihannual periods beginning on or after April 1,
2014, except for the "presentation changes in éinsaidated financial statements." Either retrotipe
or prospective application of the revised requiretador "transactions with noncontrolling intereatid
"acquisition-related costs" is permitted. The demin presentation shall be applied to all periods
presented in financial statements containing ttst-fime application of the revised standards and
guidance.

The revised requirements for "provisional accouptieatment for business combinations" are effectiv
for a business combination on or after the begminannual periods beginning on or after April 1,
2015. Earlier application is permitted for a besisi combination on or after the beginning of annual
periods beginning on or after April 1, 2014.

The Group expects to apply the revised requirenfemts the year beginning on January 1, 2016, and is
in the process of measuring the effects of applyfegrevised requirements in future applicablequisi

3. BUSINESSCOMBINATION
(1) Acquisition of Beam Inc.

On May 1, 2014, the Group acquired Beam Inc. ("B&amcompany incorporated in lllinois, U.S.A.

The acquisition was carried out by merging SUS MeRub Limited ("SUS"), a wholly owned
subsidiary of the Company in the U.S. establisloedHe purpose of the acquisition, with Beam (the
"Merger"). Based on the Merger agreement enteredhy the Company, SUS, and Beam, the Merger
took the form of an absorption-type merger with Bess a surviving company and SUS as an absorbed
company, and Beam became a wholly owned subsidfahe Company as a result of the Merger. Upon
the Merger, all issued and outstanding common sharBeam were converted into the right to receive
$83.5 in cash for each share without interest. nBkas changed its name to Beam Suntory Inc. ("Beam
Suntory") at the date of the acquisition.

The Group aims to achieve global growth in the &r&l various other countries around the world by
selling strong brands of both companies, expandisigibution networks and deepening the exchange of
technologies between the two companies.

The purchase price of the acquisition totaled ¥3,@%3 million ($11,804,670 thousand), includingedir
acquisition-related costs of ¥3,513 million ($29,14ousand). In addition, the Group recorded ¥B,94
million ($74,168 thousand) of acquisition-relatex$ts as other expenses in the year ended Decerhber 3
2014. The Group recorded goodwill of ¥657,429iomill($5,453,579 thousand) and trademarks of
¥980,319 million ($8,132,053 thousand). Goodwilaimortized over 20 years by the straight-line
method starting from the acquisition date. A migyaof trademarks are deemed to have indefinitéulise
lives and will not be amortized.
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(2)

Assets acquired and liabilities assumed at theisitipm date were as follows:

Millions Thousands of

of Yen U.S. Dollars
Current assets ¥ 308,932 $ 2,562,688
Non-current assets 1,093,304 9,069,299
Current liabilities 77,568 643,451
Long-term liabilities 559,044 4,637,445

Pro Forma Information, Which Reflects the Impact dhe Acquisition of Beam

If the acquisition had been completed on Janua®p14, the beginning of the year ended December 31,
2014, net sales, operating income, income befa@nie taxes and minority interests and net income
would have increased by approximately ¥91,400 oml([$758,192 thousand), approximately ¥4,800
million ($39,818 thousand), approximately ¥9,600ion ($79,635 thousand), and approximately ¥2,400
million ($19,909 thousand), respectively, for thke@mpanying statement of income for the year ended
December 31, 2014, respectively. The pro formarmétion includes amortization of goodwill and athe
intangible assets as if the acquisition had beempéeted at the beginning of the year ended December
31, 2014. The pro forma information is neitherigdinor reviewed.

Absorption-Type Company Split Involving the Bdgusiness of Suntory Liquors Limited

On August 11, 2014, Suntory Liquors Limited (nown®ry Spirits Limited), the Group's wholly owned
subsidiary operating both beer and spirits busegessade a resolution at a meeting of the Board of
Directors to split its beer and any other businesge associated with the spirits business in dhi fof

an absorption type-split. Suntory Beer Limitedheavly incorporated wholly owned subsidiary of the
Group, made a resolution at a shareholder's mekéltgon the same day to succeed the business. The
split was taken as a part of the Group's reorgéinizaf the alcoholic business. The transactioceee
effective on October 1, 2014.

Based on ASBJ Statement No. 21 issued on Decensh@0R8 and th&uidance on Accounting

Sandard for Business Combinations and Accounting Standard for Business Divestitures (ASBJ Guidance
No. 10, December 26, 2008), the transaction wasgedeand accounted for as a transaction under
common control.

ADDITIONAL INFORMATION FOR CONSOLIDATED STATEMENT OF CASH FLOWS

On December 31, 2013, the Group acquired two nohalic beverage brands of the United Kingdom,
"Lucozade" and "Ribena," and related assets froax@@mithKline plc. Assets acquired and cash ugethé
acquisition in 2013 were as follows:

Millions

of Yen
Current assets ¥ 8,585
Noncurrent assets including trademarks and othiangibles 202,837
Goodwill 8,676
Cash used for acquisition ¥ 220,098
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As disclosed in Note 3, the Group acquired BeamdndVay 1, 2014. Assets and liabilities of thgw@ced company

and net cash used for the acquisition were asvisllo

Current assets
Noncurrent assets
Goodwill
Current liabilities
Long-term liabilities
Total acquisition costs
Cash and cash equivalents of the acquired company

Net cash used for acquisition

Millions Thousands of
of Yen U.S. Dollars

¥ 308,932 $ 2,562,688
1,093,304 9,069,299
657,429 5,453,579
(77,5689 (643,45)
(559,049 (4,637,445
1,423,053 11,804,670
(34,089 (282,779

¥ 1,388,964 $ 11,521,891

SHORT-TERM INVESTMENTSAND INVESTMENT SECURITIES

Short-term investments and investment securitief &ecember 31, 2014 and 2013, consisted of thewing:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014
Short-term investments:
Time deposits ¥ 24 ¥ 24 $ 199
Corporate bonds 2 2 17
Total 26 ¥ 26 $ 216
Investment securities:
Equity securities ¥ 73,894 ¥ 74,834 $ 612,974
Corporate bonds 5 8 41
Other 222 161 1,842
Total ¥ 74,121 ¥ 75,003 $ 614,857

The costs and aggregate fair values of marketaaigrisies included in short-term investment andstiment

securities as of December 31, 2014 and 2013, veefalaws:

Millions of Yen

2014 2013
Acquisition Carrying Unrealized Acquisition Carrying Unrealized
Cost Amount  Gain (Loss) Cost Amount Gain (Loss)
Available-for-sale securities:
Carrying amounts exceeding
their acquisition cost:
Equity securities ¥ 22,363 ¥ 55,163 ¥ 32,800 ¥ 29,665 ¥ 61,852 ¥ 32,187
Acquisition costs exceedirtbeir
carrying amounts:
Equity securities 6,895 5,807 (1,088 373 331 (42)
Total ¥ 29,258 ¥ 60,970 ¥ 31,712 ¥ 30,038 ¥ 62,183 ¥ 32,145
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Thousands of U.S. Dollars

2014
Acquisition Carrying Unrealized
Cost Amount  Gain (Loss)

Available-for-sale securities:
Carrying amounts exceeding
their acquisition cost:
Equity securities
Acquisition costs exceedirtbeir
carrying amounts:
Equity securities

Total $ 242,704 $ 505,765 $ 263,061

$ 185,508 $ 457,594 $ 272,086

57,196 48,171 (9,025

Available-for-sale securities whose fair value @ readily determinable as of December 31, 20142818,

were as follows:

Carrying Amount
Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014
Available for sale:
Equity securities ¥ 12,92: ¥ 12,651 $ 107,200
Corporate bonds 8 10 66
Investments in limited partnerships 222 161 1,842
Total ¥ 13,153 ¥ 12,822 $ 109,108

INVENTORIES

Inventories as of December 31, 2014 and 2013, statsdf the following:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014

¥ 386,448 ¥ 169,935 $ 3,205,707

Finished and semifinished products
Work in process 14,200 12,74 117,794
Raw materials and supplies 52,227 41,45¢€ 433,239

¥ 452,875 ¥ 224,135 $ 3,756,740

Total
SHORT-TERM BORROWINGSAND LONG-TERM DEBT

Short-term borrowings as of December 31, 2014 &i®2were as follows:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014

Short-term loans, principally from banks, weighted-
average rates of 3.14% as of December 31,

2014, and 3.62% as of December 31, 2013 ¥ 50,019 ¥ 27,500 $ 414,923
Commercial paper, weighted-average rate of 0.08%

as of December 31, 2013 - 16,000 -
Short-term borrowings ¥ 50,019 ¥ 43,500 $ 414,923
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Long-term debt as of December 31, 2014 and 201&ised of the following:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014

Publicly offered corporate bonds,

due 2015 through 2024, rates ranging from

0.26% to 1.71% ¥ 75,000 ¥ 112,00( $ 622,148
Euro yen bonds,

due 2015 through 2023, rates ranging from

0.41% to 2.88% 5,000 31,50 41,477
Euro bonds,

due 2014, rate of 0.73% - 2,17¢ -
Euro U.S. dollar bonds,

due 2019, rates ranging from 0.63% to

0.70% 24,110 5,891 200,000
U.S. dollar bonds,

due to 2016 through 2036, rates of 1.65% to

8.63% 361,242 - 2,996,616
Interest deferrable and early redeemable subortinat

bonds, due 2071, rates ranging from 1.23% to 1.64% 21,700 21,70C 180,008
Loans from banks and other institutions,

due through 2071, rates ranging from 0.00% to

9.35%, with:

Collateralized 1,426 1,687 11,829

Unsecured 1,506,815 376,62¢ 12,499,502
Obligations under finance leases 8,706 12,972 72,219

Total 2,003,999 564,555 16,623,799

Less current portion 50,625 166,93¢ 419,950
Long-term debt, less current portion ¥ 1,953,374 ¥ 397,619 $ 16,203,849

Annual maturities of long-term debt excluding fisarleases as of December 31, 2014, were as follows:

Millions Thousands of
Years Ending December 31 of Yen U.S. Dollars

2015 ¥ 48,755 $ 404,438
2016 132,682 1,100,639
2017 305,268 2,532,294
2018 232,360 1,927,499
2019 244,109 2,024,961
2020 and thereafter 1,032,119 8,561,749
Total ¥ 1,995,293 $ 16,551,580
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The carrying amounts of assets pledged as colldtarthe above collateralized long-term debt of42b
million ($11,829 thousand) as of December 31, 20ére as follows:

Millions of Thousands of
Yen U.S. Dollars

Land ¥ 4,834 $ 40,100
Buildings and structures — net of accumulated

depreciation 1,989 16,499
Machinery, equipment and other — net of accumulated

depreciation 146 1,211
Total ¥ 6,969 $ 57,810

RETIREMENT AND PENSION PLANS

The Company and certain consolidated subsidiaage hontributory funded defined benefit pensiomg)a
defined contribution pension plans, and unfundéideraent benefit plans for employees. The emplsyee
retirement benefit trusts are established for aeftmmded defined benefit pension plans, and steareld in
those trusts are qualified as plan assets. Sesadaldiaries account for their defined benefiigations and
related past service costs using the simplifiedatdn method.

Year Ended December 31, 2014

Defined Benefit Plans

(1) The changes in defined benefit obligation f@ year ended December 31, 2014, were as follows:

Millions of Thousands of
Yen U.S. Dollars
Balance at beginning of year ¥ 114,182 $ 947,175
Current service cost 4,515 37,453
Interest cost 3,519 29,191
Actuarial losses 19,120 158,606
Benefits paid (5,883 (48,80)
Increase due to consolidation of acquired
subsidiaries 54,413 451,373
Others 8,988 74,559

Balance at end of year

¥ 198,854 $ 1,649,556

(2) The changes in plan assets for the year endedrber 31, 2014, were as follows:

Balance at beginning of year

Expected return on plan assets

Actuarial gains

Contributions from the employer

Benefits paid

Increase due to consolidation of acquired
subsidiaries

Others

Balance at end of year
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Millions of Thousands of
Yen U.S. Dollars
¥ 108,214 $ 897,669
4,136 34,309
5,457 45,268
5,763 47,806
(6,723 (55,769
39,799 330,145
6,109 50,676

¥ 162,755 $ 1,350,104




(3) Reconciliation between the liability recordedhe consolidated balance sheet and the balafices o
defined benefit obligation and plan assets as akber 31, 2014

Funded defined benefit obligation
Plan assets

Unfunded defined benefit obligation

Net liability arising from defined benefit obligati

Liability for employees' retirement benefits
Asset for retirement benefits

Net liability arising from defined benefit obligati

Millions of Thousands of
Yen U.S. Dollars
¥ 184,267 $ 1,528,552
(162,759 (1,350,104
21,512 178,448
14,587 121,004
¥ 36,099 $ 299,452
Millions of Thousands of
Yen U.S. Dollars
¥ 36,372 $ 301,717
(273) (2,265
¥ 36,099 $ 299,452

(4) The components of net periodic benefit costde year ended December 31, 2014, were as fallows

Service cost

Interest cost

Expected return on plan assets
Recognized actuarial losses
Amortization of past service cost
Others

Net periodic benefit costs

(5) Accumulated other comprehensive income on ddfiietirement benefit plans (amount before incaare t

effect) as of December 31, 2014, was as follows:

Unrecognized past service cost
Unrecognized actuarial losses

Total
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Millions of Thousands of
Yen U.S. Dollars
¥ 4,515 $ 37,453
3,519 29,191
(4,136 (34,309
2,561 21,244
(690) (5,729
425 3,526
¥ 6,194 $ 51,381

Millions of Thousands of
Yen U.S. Dollars

¥ (7,723 $ (64,063
26,685 221,360

¥ 18,962 $ 157,296



(6) Plan assets as of December 31, 2014
a. Components of plan assets

Plan assets consisted of the followings:

Debt investments K} )
Equity investments 30
Insurance assets (general accounts) 9
Others 25
Total 100%

The employees' retirement benefit trusts consis®8of the plan assets.
b. Method of determining the expected rate of ream plan assets

The expected rate of return on plan assets isrdeted considering the long-term rates of return
which are expected currently and in the future ftbmvarious components of the plan assets.

(7) Assumptions mainly used for the year ended e 31, 2014, were set forth as follows:

Discount rate 0.8% - 8.0%
Expected rate of return on plan assets 0% - 7.2%

Defined Contribution Plan

Contributions to the defined contribution plans még the Group were ¥3,670 million ($30,444 thod3dor
the year ended December 31, 2014.

Y ear Ended December 31, 2013

The liability for employees' retirement benefitDscember 31, 2013, consisted of the following:

Millions of
Yen
Projected benefit obligation ¥ (114,182
Fair value of plan assets 108,214
Unfunded retirement benefit obligation (5,968
Unrecognized past service cost (8,439
Unrecognized actuarial loss 15,157
Prepaid pension cost (11,759
Net liability ¥ (11,00)
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The components of net periodic benefit costs afelasvs:

Millions of
Yen

Service cost ¥ 4,135
Interest cost 1,835
Expected return on plan assets (2,213
Recognized actuarial loss 2,987
Amortization of past service cost (660)
Net periodic benefit costs ¥ 6,084

Contributions to the defined contribution pensideng 1,181
Total ¥ 7,265

Assumptions mainly used for the year ended Dece®bge2013, are set forth as follows:

Discount rate 1.7% - 2.0%

Expected rate of return on plan assets 0% - 3.0%

Recognition period of past service cost Mainly &ang

Recognition period of actuarial loss Mainly 15 year
9. EQUITY

(1) Companies Act of Japan

Japanese companies are subject to the Companied 2apan (the "Companies Act"). The significant
provisions in the Companies Act that affect finaheind accounting matters are summarized below:

a. Dividends

Under the Companies Act, companies can pay divislabdny time during the fiscal year in
addition to the year-end dividend upon resolutibtha shareholders' meeting. For companies that
meet certain criteria, such as (1) having a boédirectors, (2) having independent auditors, (3)
having an Audit and Supervisory Board, and (4)téne of service of the directors is prescribed as
one year rather than two years of normal term $uwiiticles of incorporation, the board of directors
may declare dividends (except for dividends in-kiatdany time during the fiscal year if the
Company has prescribed so in its articles of inogation.

Semiannual interim dividends may also be paid @gear upon resolution by the board of directors
if the articles of incorporation of the Companystipulate. The Companies Act provides certain
limitations on the amounts available for dividewdshe purchase of treasury stock. The limitation
is defined as the amount available for distributiothe shareholders, but the amount of net assets
after dividends must be maintained at no less ¥damillion.
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10.

b. Increases/decreases and transfer of common stoekerve, and surplus

The Companies Act requires that an amount equEd%6 of dividends must be appropriated as a
legal reserve (a component of retained earningay @dditional paid-in capital (a component of
capital surplus) depending on the equity accouatggd upon the payment of such dividends until
the aggregate amount of legal reserve and additpaid-in capital equals 25% of the common
stock. Under the Companies Act, the total amo@iadditional paid-in capital and legal reserve
may be reversed without limitation. The Compariesalso provides that common stock, legal
reserve, additional paid-in capital, other capstaiplus, and retained earnings can be transferred
among the accounts under certain conditions upswiugon of the shareholders.

c. Treasury stock and treasury stock acquisitioghits

The Companies Act also provides for companies tohase treasury stock and dispose of such
treasury stock by resolution of the board of dwext The amount of treasury stock purchased
cannot exceed the amount available for distributiiotihe shareholders, which is determined by a
specific formula. Under the Companies Act, stoouasition rights are presented as a separate
component of equity. The Companies Act also presithat companies can purchase both treasury
stock acquisition rights and treasury stock. Soeasury stock acquisition rights are presentea as
separate component of equity or deducted direatiy fstock acquisition rights.

(2) Changes in foreign subsidiaries' interests ineir subsidiaries

Foreign subsidiaries preparing their financialestagnts in accordance with either IFRS or U.S. GAAP
account for any changes in their interests in sliéases, in the case of not resulting in losingtcolnof
their subsidiaries, as capital transactions, wieeseiah changes are accounted for as goodwill pradit
or loss under current Japanese GAAP. The Groupuate for the changes as capital surplus in
accordance with PITF No. 18.

INCOME TAXES
The Company and its domestic subsidiaries are sutgelapanese national and local income taxeshwhi

the aggregate, resulted in a normal effective &iatuax rate of approximately 38.0% for the yeamsled
December 31, 2014 and 2013.
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11.

The tax effects of significant temporary differes@and tax loss carryforwards, which resulted iredtefl tax
assets and liabilities as of December 31, 20142848, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014
Deferred tax assets:
Tax loss carryforwards ¥ 22,729 ¥ 12,027 $ 188,544
Accrued expenses 15,579 11,20¢ 129,233
Impairment loss 3,027 4,037 25,110
Unrealized profit 4,637 3,835 38,465
Accrued bonuses 3,397 3,474 28,179
Liability for employees' retirement benefits 13108 3,429 108,511
Other 28,173 15,052 233,704
Total gross deferred tax assets 90,623  53,05¢ 751,746
Valuation allowance (19,776 (14,39) (164,048
Net deferred tax assets 70,847 38,66¢ 587,698
Deferred tax liabilities:
Intangible assets (410,928 (37,729 (3,408,776
Temporary differences in investments in subsidgarie (23,871 (22,139 (198,017%
Net unrealized holding gains on securities (10)902 (11,083 (90,439
Property, plant, and equipment (25,383 (8,539 (210,569
Prepaid pension cost - (4,115 -
Other (7,029 (6,350 (58,269
Total gross deferred tax liabilities (478,208 (89,943 (3,966,055
Net deferred tax liabilities ¥ (407,26) ¥ (51,279 $ (3,378,357

Reconciliations between the normal effective stagutax rate and the actual effective tax rateectid in the
accompanying consolidated statement of incomehears ended December 31, 2014 and 2013, were as
follows:

2014 2013
Normal effective statutory tax rate 3800 38.0%
Amortization of goodwill 15.2 2.8
Valuation allowance 3.2 (3.0)
Dilution gain from changes in equity interest - (13.2
Income not taxable for income tax purposes X2.5 (0.6)
Differences in tax rate of overseas consolidated
subsidiaries (5.9 (0.2)
Other — net 21 1.8
Actual effective tax rate 50% 25.7%6

New tax reform laws enacted in 2014 in Japan chiatiyge normal effective statutory tax rate for tisedl
year beginning on or after April 1, 2014, from appmately 38.0% to 35.6%. The effect of this chaiog
the consolidated financial statements for the yealed December 31, 2014, is immaterial.
RESEARCH AND DEVELOPMENT COSTS

Research and development costs charged to incomee¥48,349 million ($160,506 thousand) and ¥17,997
million for the years ended December 31, 2014 dB2respectively.
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12.

13.

14.

ADVERTISING COSTS

Advertising costs were ¥108,810 million ($902,6t8usand) and ¥83,771 million for the years ended
December 31, 2014 and 2013, respectively.

AMORTIZATION OF GOODWILL

Amortization of goodwill included in the sellingegeral, and administration costs was ¥48,327 millio
($400,888 thousand) and ¥24,093 million for theryemded December 31, 2014 and 2013, respectilely.
addition, amortization of goodwill of ¥5,462 miliq$45,309 thousand) was included in the other esp®

LEASES
AsLessee
The Group leases certain machinery, computer eqnproffice space, and other assets.

Total rental expenses, including lease paymentsnimtance leases for the years ended Decemb@034,
and 2013, included in the selling, general, andiatnative expenses amounted to ¥21,040 millidtvé#533
thousand) and ¥18,373 million, respectively.

Pro Forma Information of Leased Property Whose Leakception Was Before December 31, 2008

ASBJ Statement No. 13ccounting Standard for Lease Transactions, requires that all finance lease
transactions be capitalized to recognize leasd¢sagrd lease obligations in the consolidated balaheet.
However, ASBJ Statement No. 13 permits leases witbanership transfer of the leased property to the
lessee whose lease inception was before March(8B, 20 be accounted for as operating lease trtonadf
certain "as if capitalized" information is disclos@ the note to the consolidated financial statesie The
Group applied ASBJ Statement No. 13 effective Jania2009, and accounted for such leases as apgrat
lease transactions. Pro forma information of ldge®perty, whose lease inception was before Deeelib,
2008, such as acquisition cost, accumulated degifecj accumulated impairment loss, obligationseund
finance leases, depreciation expense, interesnegpand other information of finance leases tbaiat
transfer ownership of the leased property to teede on an "as if capitalized" basis, were asvialio

Millions of Yen

2014
Buildings Machinery
and and

Structures  Equipment Other Total
Acquisition cost ¥ 240 ¥ 30,676 ¥ 61 ¥ 30,977
Accumulated depreciation (y9 (19,079 (57 (19,307
Accumulated impairment loss - (2) - (2)
Net leased property ¥ 61 ¥ 11,603 ¥ 4 ¥ 11,668
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Millions of Yen

2013
Buildings Machinery
and and

Structures  Equipment Other Total
Acquisition cost ¥ 17,764 ¥ 33,692 ¥ 286 ¥ 51,742
Accumulated depreciation (8,769 (18,923 (234) (27,929
Accumulated impairment loss (1,462) (9) (17) (1,488
Net leased property ¥ 7,533 ¥ 14,760 ¥ 35 ¥ 22,328

Thousands of U.S. Dollars

2014
Buildings Machinery
and and

Structures  Equipment Other Total
Acquisition cost $ 1991 $ 254,467 $ 506 $ 256,964
Accumulated depreciation (1,485 (158,199 473) (160,15%
Accumulated impairment loss - (17) - (17)
Net leased property $ 506 $ 96,251 $ 33 $ 96,790

Obligations under finance leases:
Thousands of
Millions of Yen U.S. Dollars
2014 2013 2014

Due within one year ¥ 3,945 ¥ 3,973 $ 32,725

Due after one year 7,682 20,222 63,725

Total ¥ 11,627 ¥ 24,195 $ 96,450

Allowance for impairment loss on leased propert¥¢Db027 million as of December 31, 2013, was not
included in obligations under finance leases.

Depreciation expense, interest expense, and atfe@niation for finance leases as of December 3142(hd
2013, were as follows

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014
Depreciation expense ¥ 2,934 ¥ 3,902 $ 24,338
Interest expense 513 589 4,255
Reversal of allowance for impairment loss on leased
property 1,025 114 8,503

Depreciation expense and interest expense, whicé ma reflected in the accompanying consolidated
statement of income, were computed by the strdigatmethod and the interest method.
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The minimum rental commitments under noncancelapérating leases as of December 31, 2014 and 2013,
were as follows:

Thousands of

Millions of Yen U.S. Dollars

2014 2013 2014
Due within one year ¥ 15,553 ¥ 14,601 $ 129,017
Due after one year 62,307 58,706 516,856
Total ¥ 77,860 ¥ 73,307 $ 645,873

As L essor
The Group subleases certain buildings and strugture
The minimum lease receivables under noncancelgi@eating leases were as follows:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014
Due within one year ¥ 281 ¥ 170 $ 2,331
Due after one year 584 651 4,844
Total ¥ 865 ¥ 821 $ 7,175

15. FINANCIAL INSTRUMENTSAND RELATED DISCLOSURES
(1) Group policy for financial instruments

The Group primarily invests cash surpluses, if amyow-risk financial instruments and does notast/
for trading or speculative purposes. The Groupgdding on the market condition at the time, uses
short-term bank loans or commercial paper for stesrh cash demands and long-term bank loans or
corporate bonds to satisfy long-term cash demabdsivatives are used, not for trading or specutati
purposes, but to manage exposure to financial asldescribed in (2) below.

(2) Nature and extent of risks arising from financiahstruments

Receivables, such as trade notes and trade accaumisxposed to customer credit risk. Marketahkk
investment securities, mainly equity instrumentsiméonsolidated subsidiaries and associates or
customers and suppliers of the Group, are expastbtrisk of market price fluctuations.

Payment terms of payablesjch as trade notes and trade accounts, are &ssiie year and exposed to
liquidity risk. Bank loans, commercial paper, amtporate bonds are used to fund the Group's oggoin
operations or investments. A part of such deldseaposed to market risks from changes in variable
interest rates or from fluctuation in foreign cunmcg exchange rates.
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3)

Derivatives are used to manage exposure to risks, €hanges in foreign currency exchange rates or
changes in market price fluctuations of goods,afgbles derived from the Group's normal business,
such as purchases of raw or packaging materialimpdrts of goods; risks from changes in foreign
currency exchange rates of capital transactionsmérated in foreign currencies and dividends
receivables; risks from changes in foreign curregxghange rates of net investments in subsidianés
associates; and risks from changes in variabledsteates and foreign exchange rates of bank laaths
corporate bonds. The Group does not enter intwateres for trading or speculative purposes. Sdea
see Note 16 for more details about derivatives.

Risk management for financial instruments
Credit Risk Management

Credit risk is the risk of economic loss arisingrfra counterparty's failure to repay or servicet deb
according to the contractual terms. The Group mesits credit risk from receivables on the baskis o
internal guidelines, which include the monitorirfgpayment terms and balances of major customers by
each business administration department to idetitéfydefault risk of customers in the early stagafth
respect to financial investments and derivativies,Group manages its exposure to credit risk biiigy

its counterparty to high credit rating financiastitutions. Please see Note 16 for details about
derivatives.

Market Risk Management (foreign exchange risk, interest rate risk, and commodity price risk)

Forward foreign currency contracts, foreign cursesawaps, foreign currency options, and foreign
currency payables are employed to hedge foreighaamge exposures of trade receivables and payables
denominated in foreign currencies and net investsnarsubsidiaries and associates.

Interest rate swaps, interest rate options, amuést rate and currency swaps are used to manage
exposure to market risks from changes in intemstsror in foreign exchange rates of loan payabies
bond payables.

Commaodity price swap contracts are used to hed@ge fiom fluctuations in raw material prices.

Investment securities are managed by monitorindketaralues and financial positions of issuers on a
regular basis. In addition, the Group periodicadlyiews its portfolio considering relationshipgiwits
customers and suppliers except for held-to-matgetyurities.

The Group Treasury department executes derivaivesactions based on the internal guidelines, which
prescribe the counterparties and the quantity aofitjioss limit for each transaction. Each tractgan is
approved by management before and after execufibe.Group Treasury department also reviews
consolidated subsidiaries' derivative transactlmsed on the internal guidelines before the trdimsac
and reviews reports from those subsidiaries dfieeixecution of the transaction. The Group has
established segregation of duties in the Groupsimgadepartment by separating execution of derieati
transactions from a back office that performs red@tion and risk evaluations. The balance as# ri
status of the transactions, including consolidatgasidiaries, have been periodically reported to
management by the Group Treasury department.

Liquidity Risk Management

Liquidity risk comprises the risk that the Groumpat meet its contractual obligations in full ontoriy
dates. The Group Treasury department managegutdity risk by adequate financial planning.
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(4) Fair values of financial instruments

Fair values of financial instruments are basedumtey prices in active markets. If quoted priaesret
available, other rational valuation techniqueswa®d instead. Also, please see Note 16 for infooma

on the fair value of derivatives.

(a) Fair value of financial instruments

December 31, 2014

Cash and cash equivalents
Notes and accounts receivable — trade
Investment securities

Total

Short-term borrowings

Current portion of long-term debt

Notes and accounts payable — trade
Notes and accounts payable — other
Liquor tax and consumption taxes payable
Accrued income taxes

Accrued expenses

Long-term debt

Total

December 31, 2013

Cash and cash equivalents
Notes and accounts receivable — trade
Investment securities

Total

Short-term borrowings

Current portion of long-term debt

Notes and accounts payable — trade
Notes and accounts payable — other
Liquor tax and consumption taxes payable
Accrued income taxes

Accrued expenses

Long-term debt

Total

-30-

Millions of Yen

Carrying Unrealized
Amount Fair Value Loss
¥ 199,308 ¥ 199,308 ¥ -
376,397 376,397 -
60,970 60,970 -
¥ 636,675 ¥ 636,675 ¥ -
¥ 50,019 ¥ 50,019 ¥ -
50,625 50,740 (115
209,015 209,015 -
182,244 182,244 -
73,798 73,798 -
22,298 22,298 -
112,991 112,991 -
1,953,374 1,956,114 (2,740
¥ 2,654,364 ¥ 2,657,219 ¥ (2,855
¥ 418,630 ¥ 418,630 ¥ -
287,241 287,241 -
62,183 62,183 -
¥ 768,054 ¥ 768,054 ¥ -
¥ 43,500 ¥ 43,500 ¥ -
166,936 168,340 (1,409
159,055 159,055 -
162,790 162,790 -
57,204 57,204 -
34,393 34,393 -
73,905 73,905 -
397,619 401,685 (4,069
¥ 1,095,402 ¥ 1,100,872 ¥ (5,470




Thousands of U.S. Dollars

Carrying Unrealized
December 31, 2014 Amount Fair Value Loss
Cash and cash equivalents $ 1,653,322 $ 1,653,322 $ -
Notes and accounts receivable — trade 3,122,331 3,122,331 -
Investment securities 505,765 505,765 -
Total $ 5281418 $ 5,281,418 $ -
Short-term borrowings $ 414,923% 414,923 $ -
Current portion of long-term debt 419,950 420,904 (954)
Notes and accounts payable — trade 1,733,845 1,733,845 -
Notes and accounts payable — other 1,511,771 1,511,771 -
Liquor tax and consumption taxes payable 612,178 612,178 -
Accrued income taxes 184,969 184,969 -
Accrued expenses 937,296 937,296 -
Long-term debt 16,203,849 16,226,578 (22,729
Total $ 22,018,781 $ 22,042,464 $ (23,683

Cash and cash equival ents, receivables and payables, short-term borrowings, liquor tax and
consumption taxes payable, accrued income taxes, and accrued expenses

The carrying values of cash and cash equivalestgjvables and payables, short-term borrowings,
liquor tax and consumption taxes payable, accroedme taxes, and accrued expenses approximate
fair value because of their short maturities.

I nvestment securities

The fair values of investment securities are meabat the quoted market price of the stock
exchange for equity instruments and at the quotieg pbtained from the financial institution for
certain debt instruments. The information on #iealue for marketable and investment securities
by classification is included in Note 5.

Long-term debt

The fair values of long-term debt are determinedlisgounting the cash flows related to the debt at
the Group's assumed corporate borrowing rate.

Derivatives
Information on the fair value of derivatives isluned in Note 16.
(b) Financial instruments whose fair value cannot be reliably determined

Carrying Amount
Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014

Investments in unconsolidated subsidiaries and

associates ¥ 48,276 ¥41,299 $ 400,465
Investments in equity instruments that do not heve

guoted market price in an active market 12,923 12,651 107,200
Corporate bonds 5 7 41
Investments in limited partnerships 222 162 1,842
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16.

(5) Maturity analysis for financial assets and secuss with contractual maturities

Millions of Yen

Due after Due after
One Year Five Years
Due in One  through Five through Due after 10
December 31, 2014 Year or Less Years 10 Years Years
Cash and cash equivalents ¥ 199,308 ¥ - ¥ - ¥ -
Notes and accounts receivable —
trade 376,397 - - -
Investment securities:
Corporate bonds 2 5 - -
Total ¥ 575,707 ¥5 ¥ - ¥ -
Thousands of U.S. Dollars
Due after Due after
One Year Five Years
Due in One  through Five through Due after 10
December 31, 2014 Year or Less Years 10 Years Years
Cash and cash equivalents $ 1,653,322 $ - $ - $ -

Notes and accounts receivable

—trade 3,122,331

Investment securities:
Corporate bonds 17
Total $ 4,775,670

_4

841

Please see Note 7 for annual maturities of longrdebt and Note 14 for obligations under finance

leases.

DERIVATIVESAND HEDGING ACTIVITIES

Derivative financial instruments are utilized by tBroup principally to reduce interest rate aneifpr
exchange rate risks. The Group has establishethadtpolicies, which include procedures for riskessment
for the approval, reporting, and monitoring of gactions involving derivative financial instrumentghe
Group policies state that the Group is not to lavlissue derivative financial instruments for tragor

speculative purposes.

The Group is exposed to certain market risks agifriom its forward exchange contracts, swap agreésne
currency option contracts, and commodity price se@ptracts. The Group is also exposed to theafisk
credit loss in the event of nonperformance by thenterparties to the currency and interest and coatityn
price; however, the Group does not anticipate ndop®ance by any of these counterparties, all obmvtare

financial institutions with high credit ratings.
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(a) Derivative transactions to which hedge accountirgriot applied

(1) Foreign currency-related derivatives

Millions of Yen

Contract
Amount
Contract  Due after Fair Unrealized
December 31, 2014 Amount  One Year Value Gain (Loss)
Forward exchange contracts to:
Buy:
uUsD ¥ 20,993 ¥ 2,532 ¥ 510 ¥ 510
GBP 2,453 - Q) 1)
EUR 6,561 - (86) (86)
SGD 3,881 - (59 (549
Other 2,176 - (33) (33
Sell:
usD 8,268 - (284 (284
GBP 6,434 - (111 (113
EUR 38,559 - 492 492
SGD 5,043 - (87) (87)
Other 11,909 - (56) (56)
Currency options:
Put options, purchased:
TWD 461 -
Premium 14 - (8) (8)
Currency swaps:
JPY payment, USD receipt 2,552 - (1,399 (1,395
JPY payment, EUR receipt 508 508 (229) (229
JPY payment, RMB receipt 1,633 1,633 (385) (389
Millions of Yen
Contract
Amount
Contract  Due after Fair Unrealized
December 31, 2013 Amount  One Year Value Gain (Loss)
Forward exchange contracts to:
Buy:
usD ¥ 11,158 ¥ - ¥ 6 ¥ 6
EUR 649 - 48 48
SGD 2,666 - (47 (47)
JPY 904 - (78) (78)
Other 597 - (12 12
Sell:
GBP 102,068 - (4,102 (4,102
Other 992 - 31 31
Currency swaps:
JPY payment, EUR receipt 32,440 508 (3,082 (3,082
JPY payment, USD receipt 2,552 2,552 (927) (927
JPY payment, GBP receipt 386 - (22) (22
JPY payment, RMB receipt 1,633 1,633 (232 (232
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December 31, 2014

Forward exchange contracts to:

Buy:
uUsD
GBP
EUR
SGD
Other

Sell:
usb
GBP
EUR
SGD
Other

Currency options:
Put options, purchased:
TWD
Premium

Currency swaps:
JPY payment, USD receipt
JPY payment, EUR receipt
JPY payment, RMB receipt

Interest-related derivatives

)

December 31, 2013

Interest rate swaps:

Thousands of U.S. Dollars

Fixed-rate payment, floating-rate

receipt

Contract

Amount
Contract  Due after Fair Unrealized
Amount  One Year Value Gain (Loss)
$ 174,144 $ 21,004 $ 4231 $ 4,231
20,348 - (8) (8)
54,426 - (713) (713)
32,194 - (448) (448)
18,051 - (2749 (274
68,586 - (2,356 (2,356
53,372 - (921 (921
319,859 - 4,081 4,081
41,833 - (722 (722
98,789 - (465) (465)

3,824 -
116 - (66) (66)
21,170 - (11,572 (11,572
4,214 4,214 (2,900 (2,900
13,546 13,546 (3,199 (3,199

Millions of Yen

Contract

Amount
Contract  Due after Fair Unrealized

Amount One Year Value Loss
¥1,477 ¥ - ¥(19) ¥(19)
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(3) Interest and currency-related derivatives

December 31, 2014

Millions of Yen

Interest rate and currency swaps:

Buy USD, sell JPY
Fixed-rate payment,
floating-rate receipt

Buy GBP, sell JPY
Fixed-rate payment,
floating-rate receipt

Buy RMB, sell JPY
Fixed-rate payment,
floating-rate receipt

Buy NZD, sell JPY
Fixed-rate payment,
floating-rate receipt

December 31, 2014

Interest rate and currency swaps:

Buy USD, sell JPY
Fixed-rate payment,
floating-rate receipt

Buy GBP, sell JPY
Fixed-rate payment,
floating-rate receipt

Buy RMB, sell JPY
Fixed-rate payment,
floating-rate receipt

Buy NZD, sell JPY
Fixed-rate payment,
floating-rate receipt

Contract
Amount
Contract  Due after Fair Unrealized
Amount One Year Value Gain/Loss
¥ 1,782 ¥ - ¥ (23) ¥ (23)
466 - (2) 2
1,027 1,027 (173 a73
1,367 - (38) (39)
Thousands of U.S. Dollars
Contract
Amount
Contract  Due after Fair Unrealized
Amount One Year Value Gain/Loss
$ 14,782 $ - $ (19) $ (19)
3,866 - (17) 17)
8,519 8,519 (1,435 (1,439
11,340 - (315 (319
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(b) Derivative transactions to which hedge accountirggdpplied

(1) Foreign currency-related derivatives

December 31, 2014

Forward exchange contracts to:

Buy:
UusD
EUR
Other

Sell:
GBP
AUD
Other

Currency options:

Call options, purchased:

UsSD
Premium

EUR
Premium

Other
Premium

Put options, sold:

EUR
Premium

Currency swaps:

JPY payment, USD receipt

December 31, 2013

Forward exchange contracts to:

Buy:
usD
EUR
Other

Sell:
AUD
GBP

Currency options:

Call options, purchased:

UsSD
Premium

EUR
Premium

Other
Premium

Put options, sold:

EUR
Premium

Millions of Yen

Contract
Amount
Contract  Due after Fair
Hedged Item Amount  One Year Value
Payable ¥ 10,499 ¥ - 1,057
Payable 12,392 - 756
Payable 3,466 - 194
Receivable 2,294 - (47)
Receivable 7,188 - 397
Receivable 2,732 - 13
Payable 10,384 -
(18% - 612
Payable 7,554 -
(122 - 181
Payable 851 -
(a2 - 62
Payable 366 -
- - 0
Net investments 293,900 293,900 (37,049
subsidiaries and
associates
Millions of Yen
Contract
Amount
Contract Due after Fair
Hedged ltem  Amount One Year Value
Payable ¥ 12,050 ¥ - ¥ 493
Payable 8,692 - 782
Payable 1,942 - 151
Receivable 2,308 - 135
Receivable 981 - D
Payable 4,794 -
(104 - 113
Payable 5,474 -
(209 - 267
Payable 813 -
(19) - 40
Payable 1,233 -
- - 17
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Thousands of U.S. Dollars

Contract
Amount Due
Contract after One Fair
December 31, 2014 Hedged Item Amount Year Value
Forward exchange contracts to:
Buy:
uUsD Payable $ 87,092% - % 8,768
EUR Payable 102,796 - 6,271
Other Payable 28,752 - 1,609
Sell:
GBP Receivable 19,029 - (390
AUD Receivable 59,627 - 3,293
Other Receivable 22,663 - 108
Currency options:
Call options, purchased:
usD Payable 86,139 -
Premium (1,53p - 5,077
EUR Payable 62,663 -
Premium (1,01p - 1,501
Other Payable 7,059 -
Premium (10D - 514
Put options, sold:
EUR Payable 3,036 -
Premium - - 0
Currency swaps:
JPY payment, USD receipt Net investments 2,437,993 2,437,993 (307,292

subsidiaries and
associates

The following foreign currency forward contractsre/@ot measured at fair value and the hedged items
(i.e., payables or deposits) denominated in adoreurrency were translated at the contracted,rates
described in Note 2(u). The fair values of suaieifyn currency forward contracts were included in
those of the hedged items in Note 15, and wersimmivn in the table below:

Millions of Yen

Contract
Amount
Contract  Due after Fair
December 31, 2014 Hedged Item Amount  One Year Value
Forward exchange contracts to:
Buy:
uUsD Payable ¥ 1,944 ¥ - ¥ -
GBP Payable 884 - -
EUR Payable 548 - -
Currency swaps:
USD payment, JPY receipt Long-term 109,120 109,120 -
debt
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Millions of Yen
Contract
Amount
Contract  Due after Fair
Hedged Item Amount  One Year Value

December 31, 2013

Forward exchange contracts to:

Buy:
usD Payable ¥ 712 ¥ - ¥ -
EUR Payable 408 - -
GBP Payable 451 - -
Sell:
usD Foreign 48,630 - -
currency
deposit
RMB Foreign 52,049 - -
currency
deposit
EUR Foreign 15,008 - -
currency
deposit
Thousands of U.S. Dollars
Contract
Amount
Contract  Due after Fair
December 31, 2014 Hedged Item Amount  One Year Value
Forward exchange contracts to:
Buy:
usD Payable $ 16,126% - $ -
GBP Payable 7,333 - -
EUR Payable 4,546 - -
Currency swaps:
USD payment, JPY receipt Long-term 905,185 905,185 -
debt
(2) Interest-related derivatives
Millions of Yen
Contract
Amount
Contract Due after Fair
December 31, 2014 Hedged Item  Amount One Year Value

Interest rate swaps:
Fixed-rate payment, floating-rate Long-term ¥211,886 ¥203,287 ¥(2,460

receipt debt
Floating-rate payment, fixed-rate Long-term 72,330 72,330 1,812
receipt debt
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Millions of Yen

Contract
Amount
Contract Due after Fair
December 31, 2013 Hedged Item  Amount One Year Value
Interest rate swaps:
Fixed-rate payment, floating-rate Long-term ¥8,743 ¥8,743 ¥(352)
receipt debt
Thousands of U.S. Dollars
Contract
Amount Due
Contract after One Fair
December 31, 2014 Hedged Item  Amount Year Value

Interest rate swaps:
Fixed-rate payment, floating-rate Long-term $1,757,661 $1,686,329 $(20,409

receipt debt
Floating-rate payment, fixed-rate Long-term 600,000 600,000 15,031
receipt debt

The following interest rate swaps were not remessat market value, but the differential paid or

received under the swap agreements was recogmizkith@uded in interest expense or income as
described in Note 2(u). The fair values of sudbriest rate swaps were included in that of hedged
items (i.e., long-term debt) in Note 15, and waseshown in the table below:

Millions of Yen

Contract
Amount
Contract  Due after Fair
December 31, 2014 Hedged Item Amount  One Year Value

Interest rate swaps:
Floating-rate payment, fixed-rate Long-term ¥80,000 ¥80,000 ¥ -

receipt debt
Fixed-rate payment, floating-rate Long-term 91,618 91,618 -
receipt debt
Millions of Yen
Contract
Amount
Contract  Due after Fair
December 31, 2013 Hedged Item Amount  One Year Value

Interest rate swaps:
Floating-rate payment, fixed-rate Long-term ¥120,000 ¥80,000 ¥ -

receipt debt
Fixed-rate payment, floating-rate Long-term 38,927 17,000 -
receipt debt

-39 -



Thousands of U.S. Dollars

Contract
Amount
Contract  Due after Fair
December 31, 2014 Hedged Item Amount  One Year Value

Interest rate swaps:
Floating-rate payment, fixed-rate Long-term $663,625 $663,625 $ -

receipt debt
Fixed-rate payment, floating-rate Long-term 760,000 760,000 -
receipt debt

(3) Interest and currency-related derivatives

The following interest rate and currency swaps wateremeasured at market value, but the
differential paid or received under the swap age@siwas recognized and included in interest
expense or income, and long-term debt denominatadareign currency was translated at the
contracted rates as described in Note 2(u). Tiheditues of such interest rate swaps were included
in that of hedged items (i.e., long-term debt) mté&N15, and were not shown in the table below:

Millions of Yen

Contract
Amount
Contract Due after Fair
December 31, 2014 Hedged Item  Amount One Year Value
Interest rate and currency swaps:
Buy JPY, sell USD Long-term ¥211,923  ¥211,923 ¥ -
Fixed-rate payment, floating-rate debt
receipt
Buy GBP, sell USD Long-term 74,246 64,121 -
Fixed-rate payment, floating-rate debt
receipt
Buy EUR, sell USD Long-term 24,332 24,332 -
Fixed-rate payment, floating-rate debt
receipt
Millions of Yen
Contract
Amount
Contract Due after Fair
December 31, 2013 Hedged Item  Amount One Year Value
Interest rate and currency swaps:
Buy EUR, sell USD Long-term ¥29,725 ¥24,332 ¥ -
Fixed-rate payment, floating-rate debt
receipt
Buy JPY, sell USD Long-term 61,923 61,923 -
Fixed-rate payment, floating-rate debt
receipt
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Thousands of U.S. Dollars

Contract
Amount Due
Contract after One Fair
December 31, 2014 Hedged Item  Amount Year Value
Interest rate and currency swaps:
Buy JPY, sell USD Long-term $1,757,968 $1,757,968 $ -
Fixed-rate payment, floating-rate debt
receipt
Buy GBP, sell USD Long-term 615,894 531,904 -
Fixed-rate payment, floating-rate debt
receipt
Buy EUR, sell USD Long-term 201,842 201,842 -
Fixed-rate payment, floating-rate debt
receipt

(4) Commodity-related derivatives

Millions of Yen

Contract
Amount
Contract  Due after Fair
December 31, 2013 Hedged Item Amount  One Year Value
Commaodity price swaps:
Fixed payment and floating receipt ~ Raw sugar ¥1,075 ¥- ¥(2)

The fair value of derivative transactions is meaduwat the quoted price obtained from the financial
institution.
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17. COMPREHENSIVE INCOME

The components of other comprehensive income foy#ars ended December 31, 2014 and 2013, were as
follows:

Thousands of

Millions of Yen U.S. Dollars
2014 2013 2014
Unrealized (loss) gain on available-for-sale semgi
(Loss) gain arising during the year ¥ (568) ¥ 16,550 $ (4,719
Reclassification adjustments to profit or loss 234 (228 1,941
Amount before income tax effect (334 16,322 (2,779
Income tax effect 173 (5,666 1,435
Total ¥ (161) ¥ 10,656 $ (1,339
Deferred gain (loss) on derivatives under hedge
accounting:
Gain (loss) arising during the year ¥ 487 ¥ (751) $ 4,040
Reclassification adjustments to profit or loss qri (244 (3,40)
Amount before income tax effect 77 (995 639
Income tax effect (73 435 (606)
Total ¥ 4 ¥ (560) $ 33
Foreign currency translation adjustments:
Adjustments arising during the year ¥ 116,704 ¥ 94,403 $ 968,096
Reclassification adjustments to profit or loss - (5,277 -
Total ¥ 116,704 ¥ 89,132 $ 968,096
Share of other comprehensive income in associates:
Gains arising during the year ¥ (427 ¥ 1,522 $ (3,54)
Total other comprehensive income ¥ 116,120 ¥ 100,750 $ 963,252

18. SUBSEQUENT EVENT
Appropriations of Retained Earnings

The following appropriation of retained earningod®ecember 31, 2014, is expected to be approvdta
Company's shareholders' meeting to be held on M28¢cR015:

Millions of Thousands of
Yen U.S. Dollars
Year-end cash dividends, ¥12.00 ($0.10) per share 8,209 $68,022
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19.

SEGMENT INFORMATION

Under ASBJ Statement No. 1&¢counting Standard for Segment Information Disclosures, and ASBJ
Guidance No. 20Guidance on Accounting Standard for Segment Information Disclosures, the Company is
required to report financial and descriptive infatian about its reportable segments. Reportalgmssts
are operating segments or aggregations of opersd¢igments that meet specified criteria. Opera@gnents
are components of an entity about which separagaéiial information is available and such inforroatis
evaluated regularly by the chief operating decisi@ker in deciding how to allocate resources and in
assessing performance. Generally, segment infamat required to be reported on the same bassesed
internally for evaluating operating segment perfance and deciding how to allocate resources toatipgr
segments.

(1)

(2)

Description of reportable segments

The Group's reportable segments are those for vel@phrately financial information is available and
regular evaluation by the Company's managemergirgytperformed in order to decide how resources
are allocated among the Group. The Group consisBeverages and Foods," "Alcoholic Beverage,"
and "Other" segments. "Beverages and Foods" derdisonalcoholic beverages, healthy drinks,
processed foods, and other products. "AlcoholieeBage" consists of spirts, beer, wine, and other
alcoholic beverages. "Others" consists of Chingirimss, healthy foods, ice cream, restaurantsgeflow
and other. Upon the reorganization disclosed iteM8¢2), the Group has changed its "Beer & Spirits"
segment to "Alcoholic Beverage" segment by inclgdirine business from "Other." The segment
information for the year ended December 31, 204 3|90 disclosed using the new operating segments.

Methods of measurement for the amounts of salg®fit, assets, and other items for each repottab
segment

The accounting policies of each reportable segmentonsistent with those disclosed in Note 2,
"Summary of Significant Accounting Policies."
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©)

Sales:
Sales to external customers
Intersegment sales or transfers
Total
Segment profit
Segment assets

Other:
Depreciation and amortization
Amortization of goodwill
Investments in associates accounted for by the
equity method
Increase in property, plant, and equipment and
intangible assets

Sales:
Sales to external customers
Intersegment sales or transfers
Total
Segment profit
Segment assets

Other:
Depreciation and amortization
Amortization of goodwill
Investments in associates accounted for by the
equity method
Increase in property, plant, and equipment and
intangible assets

Sales:
Sales to external customers
Intersegment sales or transfers
Total
Segment profit
Segment assets

Other:
Depreciation and amortization
Amortization of goodwill
Investment for associates accounted for by the
equity method
Increase in property, plant, and equipment and
intangible assets

Information about sales, profit, assets, andhet items was as follows:

Millions of Yen

2014
Reportable Segment
Beverages ar Alcoholic
Foods Beverage Others Total Reconciliations Consolidated
¥ 1,249,281 ¥ 891,498 ¥ 314,471 ¥ 2,455,250 ¥ - ¥ 2,455,250
9,087 4,307 10,025 23,419 (23,419 -
¥ 1,258,368 ¥ 895805 ¥ 324,496 ¥ 2,478,669 ¥ (23,419 ¥ 2,455,250
¥ 104,141 ¥ 61,726 ¥ 30,438 ¥ 196,305 ¥ (31,552 ¥ 164,753
¥ 1,388,394 ¥ 2,865,721 ¥ 189,542 ¥ 4,443,657 ¥ 92,881 ¥ 4,536,538
¥ 51,687 ¥ 20,550 ¥ 7,882 ¥ 80,119 ¥ 1,645 ¥ 81,764
25,075 23,061 191 48,327 - 48,327
9,637 10,281 211 20,129 - 20,129
70,690 1,762,794 8,914 1,842,398 3,401 1,845,799
Millions of Yen
2013
Reportable Segment
Beverages ar Alcoholic
Foods Beverage Others Total Reconciliations Consolidated
¥ 1,114,275 ¥ 635,203 ¥ 290,726 ¥ 2,040,204 ¥ - ¥ 2,040,204
7,026 3,516 10,734 21,276 (21,279 -
¥ 1,121,301 ¥ 638,719 ¥ 301,460 ¥ 2,061,480 ¥ (21,279 ¥ 2,040,204
¥ 91,330 ¥ 39,213 ¥ 27,818 ¥ 158,361 ¥ (31,802 ¥ 126,559
¥ 1,252,067 ¥ 475,208 ¥ 205,268 ¥ 1,932,543 ¥ 441,528 ¥ 2,374,071
¥ 45,262 ¥ 8,844 ¥ 7,704 ¥ 61,810 ¥ 1,593 ¥ 63,403
23,211 631 251 24,093 - 24,093
8,744 10,413 219 19,376 - 19,376
254,148 15,976 14,436 284,560 3,397 287,957
Thousands of U.S. Dollars
2014
Reportable Segment
Beverages ar Alcoholic
Foods Beverage Others Total Reconciliations Consolidated
$ 10,363,17% 7,395,255 $ 2,608,636 $ 20,367,068 $ - $ 20,367,068
75,380 35,728 83,160 194,268 (194,268 -
$ 10,438,557 $ 7,430,983 $ 2,691,796 $ 20,561,336 $ (194,263 $ 20,367,068
$ 863,882 $ 512,036 $ 252,493 $ 1,628,411 $ (261,733 $ 1,366,678
$ 11,517,163 $ 23,772,053 $ 1,572,310 $ 36,861,526 $ 770,477 $ 37,632,003
$ 428,760% 170,469 $ 65,383 $ 664,612 $ 13,646 $ 678,258
208,005 191,298 1,584 400,887 - 400,887
79,942 85,284 1,750 166,976 - 166,976
586,396 14,622,928 73,944 15,283,268 28,213 15,311,481
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Note:

"Reconciliations" represent ¥(64) million§8() thousand) and ¥(70) million of eliminationsmtersegment sales or transfers, and ¥31,616omilli

($262,265 thousand) and ¥31,872 million of corpogineral and administrative expenses that werellogated to specific reportable segments forydaas
ended December 31, 2014 and 2013, respectivelyo, A(7,313) million ($(60,664) thousand) and ¥§2)Omillion of eliminations of intersegment balaace
and ¥100,194 million ($831,141 thousand) and ¥48®&illion of corporate assets, not allocated tecfir reportable segments are included in
"Reconciliations.” The corporate assets consistgmily of cash and deposits, investments in s¢iesrfiand headquarters' assets.

"Segment profit" represents operating income inetlioh the consolidated statement of income.

(a) Relevant information by geographic area

Millions of Yen

2014
Asia,
Oceania an
Japan Americas Europe Other Total
Sales ¥1,567,719 ¥235,687 ¥316,361 ¥335,483 ¥2, 455,250
Property, plant, and equipment 307,030 114,688 129,916 124,972 676,606
Millions of Yen
2013
Asia,
Oceania an
Japan Americas Europe Other Total
Sales ¥1,526,013 ¥80,670 ¥171,552 ¥261,969 ¥2,040,204
Property, plant, and equipment 309,05z 23,434 89,764 105,019 527,269
Thousands of U.S. Dollars
2014
Asia,
Oceania an
Japan Americas Europe Other Total
Sales $13,004,720 $1,955,097 $2,624,314 $2,782,937 $20,367,068
Property, plant, and equipment 2,546,910 951,373 1,077,694 1,036,682 5,612,659

Note: Sales are classified by country or regioretdam the location of customers.
AMEIICAS -+ rrrr v North Ameddaentral America
Europe .............................. Europe Madtlland Africa
Asia, Oceania and other -+--+----. Asia, Oceadi8@uth America

(b) Information of goodwill by reportable segment
Balance of goodwill as of December 31, 2014 and32@s as follows:

Millions of Yen

2014
Beverages Alcoholic
and Foods Beverage Others Total
Goodwill ¥381,760 ¥732,736 ¥4,208 ¥1,118,704
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Millions of Yen

2013
Beverages Alcoholic
and Foods Beverage Others Total
Goodwill ¥400,050 ¥5,517 ¥3,726 ¥409,293
Thousands of U.S. Dollars
2014
Beverages Alcoholic
and Foods Beverage Others Total
Goodwill $3,166,819  $6,078,275 $34,906 $9,280,000

* %k * * * %
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