
 1. Overview

 The year ended March 31, 2012 began with a 

gradual recovery in the global economy driven by 

emerging countries. Subsequently, however, Europe’s 

protracted debt crisis triggered an economic slowdown 

in the euro zone. Growth also slowed in other 

developed countries as they refrained from fiscal 

stimulus measures and relied solely on monetary policy. 

Factors including reduced exports to Europe and a 

decrease in capital inflows from developed countries 

also blunted growth in some emerging countries that 

had been driving the global economy. These events led 

to a global economic slowdown.

 Slowing growth overseas, the strong yen and flooding 

in Thailand weighed on the Japanese economy as it 

steadily recovered from the downturn following the 

Great East Japan Earthquake. Since January 2012, 

however, domestic economic sentiment has been 

improving gradually, largely in response to progress in 

adapting to the strong yen.

 The U.S. economy continued to recover moderately 

as consumer spending benefited from an extension of 

tax cuts. Employment conditions also improved, but 

continued weakness in the U.S. housing market and 

sharply rising crude oil and gasoline prices cast doubt 

on the prospects for a full-fledged economic recovery.

 The economies of emerging countries slowed, largely 

due to a decline in exports to Europe. Countries such 

as China and India, however, maintained relatively solid 

growth because of increased domestic demand. Many 

emerging countries have shifted to monetary easing to 

stimulate economic growth despite the persistence in 

some regions of inflationary factors such as rising 

commodity prices and wage increases.

 2. Business Results

 The Sojitz Group has adopted a uniform fiscal year-

end for major overseas consolidated subsidiaries that 

formerly had a fiscal year-end different from that of the 

parent company, Sojitz Corporation, in order to facilitate 

timely performance management and prompt execution 

of management initiatives and division-based strategies 

on a Group-wide basis. 

 Accordingly, effective from the year ended March 31, 

2012, 47 consolidated subsidiaries have changed their 

fiscal year-end to March 31. The Group has also 

adopted a policy of including the 36 other consolidated 

subsidiaries with fiscal year-ends other than March 31 in 

consolidated reporting on a pro forma basis, assuming 

a March 31 fiscal year-end.

 As a result of this change, the accounting period ended 

March 31, 2012 for these 83 consolidated subsidiaries 

spans the 15 months from January 1, 2011. Net sales, 

gross trading profit, operating income, ordinary income, 

income before income taxes and minority interests, and 

net income consequently increased ¥171,984 million, 

¥16,663 million, ¥6,545 million, ¥8,049 million, ¥7,837 

million, and ¥6,209 million, respectively, compared to 

what they would have been if the accounting period for 

these subsidiaries had been the twelve months from 

January 1 to December 31, 2011.

 The following is an analysis of the Sojitz Group’s 

business performance for the year ended March 31, 2012.
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(1) Net Sales

 Consolidated net sales increased 11.9% year on year 

to ¥4,494,237 million. Compared with the year ended 

March 31, 2011, export sales in the year ended March 

31, 2012 increased 18.3%, largely due to growth in 

plant-related sales. Imports decreased 1.4%, largely 

reflecting a decline in aircraft-related sales. Domestic 

sales grew 15.7%, driven largely by growth in energy- 

and metal-related sales. Offshore sales rose 16.0%, 

largely as a result of growth in chemical-, plastic- and 

automobile-related sales.

 By segment, consolidated net sales decreased 6.9% 

year on year in the Other segment but grew year on 

year in all other segments, increasing 6.7% in the 

Machinery Division, 3.6% in the Energy & Metal Division, 

12.3% in the Chemicals & Functional Materials Division, 

and 22.2% in the Consumer Lifestyle Business Division.

(2) Gross Trading Profit

 Gross trading profit increased ¥38,841 million year on 

year to ¥231,566 million. The increase was largely 

attributable to growth in overseas automobile trading 

volume in the Machinery Division and increased oil and 

coal prices and production in the Energy & Metal Division. 

(3)  Selling, General and Administrative (SG&A) 

Expenses

 SG&A expenses increased ¥11,839 million year on 

year to ¥167,044 million for reasons including higher 

non-personnel and personnel expenses.

(4) Operating Income

 Consolidated operating income increased ¥27,002 

million year on year to ¥64,522 million as a result of 

higher gross trading profit, which was partially offset by 

the increase in SG&A expenses.

(5) Ordinary Income

 Despite a reduction in equity in the earnings of 

unconsolidated subsidiaries and affiliates, most notably 

a bioethanol producer, consolidated ordinary income 

increased ¥16,912 million year on year to ¥62,228 

million because of the increase in operating income.

(6) Extraordinary Gains (Losses)

 Extraordinary losses totaled ¥774 million, including 

gain on sale of investment securities of ¥9,468 million, 

gain on sale and disposal of properties and equipment 

of ¥2,393 million, impairment loss of ¥6,101 million, loss 

and provision for loss on dissolution of subsidiaries and 

affiliates of ¥2,648 million and loss on devaluation of 

investment securities of ¥2,640 million.

(7) Net Income (Loss)

 Consolidated income before income taxes and 

minority interests was ¥61,454 million. After deduction 

of income taxes of ¥18,482 million and deferred income 

taxes of ¥43,822 million, which included a reversal of 

deferred tax assets in response to changes in Japan’s 

tax code, consolidated net loss before minority interests 

was ¥850 million. After deduction of minority interests of 

¥2,800 million, consolidated net loss was ¥3,650 

million, compared with consolidated net income of 

¥15,982 million for the previous fiscal year.

● Selling, General and Administrative Expenses (Years ended March 31) (Millions of yen)

 2008 2009 2010 2011 2012

 Directors’ remuneration and salaries for employees ...... ¥  60,573  ¥  59,979  ¥  56,827  ¥  56,308  ¥  59,313

 Employees’ retirement and severance benefits ............. 2,725  3,449  3,591  4,212  3,892  

 Welfare ......................................................................... 10,355  9,987  10,816  9,984  11,100  

 Travelling expenses ....................................................... 9,933  9,423  6,514  6,552  7,303  

 Rent ............................................................................. 13,004  13,639  12,729  11,748  12,233  

 Legal and professional fees ........................................... 16,548  16,144  11,547  11,079  11,352

 Depreciation ................................................................. 7,726  5,920  5,505  5,475  6,381

 Provision for doubtful receivables .................................. 4,015  5,389  5,429  620  1,101

 Amortization of goodwill ................................................ 4,939  5,324  5,181  5,139 5,581  

 Other ............................................................................ 55,550  54,357  43,935  44,088 48,788

 Total.............................................................................. ¥185,368  ¥183,611  ¥162,074  ¥155,205  ¥167,044  
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 3. Segment Information

 Results by segment are as follows. 

 Effective the year ended March 31, 2012, Sojitz changed 

its business segments, reclassifying part of its commercial 

property development operations from the Consumer 

Lifestyle Business Division to the Other segment.

(1) Machinery

 Net sales increased 6.7% year on year to ¥1,030,555 

million because of robust sales by the automotive 

business in Europe and Latin America and growth in 

plant exports. Net income increased ¥4,694 million year 

on year to ¥8,086 million.

 The Great East Japan Earthquake and flooding in 

Thailand had little impact on the Sojitz Group’s automotive 

business. Results for the year ended March 31, 2012 

improved substantially because increased demand for 

automobiles, especially in emerging countries, supported 

strong growth in most markets that Sojitz serves. Sojitz 

will continue to strengthen the business in rapidly growing 

emerging country markets.

 In the infrastructure project and industrial machinery 

business, we successfully won orders for large-scale 

projects in emerging countries, including a steel plant in 

India for a major Indian steelmaker, an engineering 

contract for a fertilizer plant in Angola, and additional 

equipment for the world’s largest aluminum refinery in 

the United Arab Emirates. In addition, Sojitz conducted 

various environmental initiatives such as entering the 

mega-solar power generation business in Germany and 

beginning sales of a ceiling crane power supply system 

using lithium-ion capacitors manufactured by Advanced 

Capacitor Technologies Inc.

 In the information technology (IT) business, we are 

building an information and communication technology 

(ICT) value chain from system development to sales, 

construction, repair and operation of IT equipment 

through alliances and cooperation among affiliates and 

subsidiaries. Moreover, expanding the data center 

business is one of our growth strategies in ICT, and 

subsidiary Nissho Electronics Corporation, our core ICT 

company, established a data center in Osaka.

 In the marine business, Sojitz is improving profitability 

by replacing assets in the ship-owning business. We are 

also concentrating on developing environmental areas 

as a new source of earnings. For example, we invested 

in a U.S. manufacturer of treatment systems that 

comply with ballast water treatment regulations for 

ships, and are working to build a strong sales network 

in Asia.

 In the commercial aircraft business, we delivered a 

total of 23 aircraft including the first B787s to Japanese 

airlines as the import and sales consultant to The Boeing 

Company of the United States. Also, we delivered four 

aircraft to civilian customers as the sales agent for the 

commuter planes produced by Bombardier Inc. of Canada.

(2) Energy & Metal

 Net sales increased 3.6% year on year to ¥1,050,725 

million, largely as a result of higher prices and 

production volumes for oil and coal. Net income 

increased ¥813 million year on year to ¥27,275 million 

as an extraordinary gain on the sale of shares of 

overseas operating companies offset a decrease in 

equity in earnings of unconsolidated subsidiaries and 

affiliates, most notably a bioethanol producer.

 Highlights in the upstream oil and gas businesses 

included robust oil production at Phoenix Field in the 

U.S. Gulf of Mexico, which commenced in the fiscal 
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year ended March 31, 2011, and success in additional 

oilfield development in Qatar. We expect to increase our 

share of production volume by expanding existing 

interests, and will respond to the global energy demand 

behind the persistently high price of crude oil.

 In coal and non-ferrous metals, we are enhancing our 

operating foundation and ensuring stable supplies of 

resources by both acquiring resources and expanding 

the trading business through upstream interests. For 

example, we began expanding a copper mine in 

Canada, discovered a new copper deposit in Chile, and 

acquired PCI coal interests in Australia to supply raw 

material to steelmakers. Emphasizing environmentally 

conscious businesses, we leveraged 40 years of 

experience in clean coal technology in initiating an 

investigation of technologies for reducing the 

environmental impact of Mongolia’s abundant low-rank 

coal through effective use.

 In ferrous materials & steel products, Sojitz added to 

its resource interests by acquiring shares of Brazil-based 

Companhia Brasileira de Metalurgia e Mineração 

(CBMM), a leading global producer of niobium, a rare 

metal indispensable to the production of high-grade 

steel, and expanded existing rare metal interests as part 

of its strategy of building a framework for stable supply 

of rare metals. Similarly, we are building a framework for 

stable supply of iron ore by buying iron ore and 

developing iron mines. In addition, we strengthened 

cooperation with affiliate Metal One to build a solid base 

for a steel business integrated from raw materials to 

finished product sales.

 In new energy & environmental business, expansion 

proceeded steadily at ETH Bioenergia S.A., our 

bioethanol production company in Brazil, as we 

completed a nine-plant production framework. ETH has 

integrated bioethanol and sugar production and biomass 

power starting from sugar cane cultivation. In addition, 

Sojitz is the leading importer to Japan of high-purity 

silicon metals, which are key raw materials in solar panels. 

We will leverage this strength in our initiatives to supply 

raw materials to the solar power generation business.

(3) Chemicals & Functional Materials

 Net sales rose 12.3% year on year to ¥687,891 

million, largely due to increases in chemicals and 

plastics trading volumes and prices in Asia. Net income 

increased ¥3,041 million year on year to ¥5,753 million. 

The Group’s business model for the Chemicals & 

Functional Materials segment focuses on distribution. 

We work to increase earnings by investing in upstream 

businesses to build a distribution value chain that 

ranges from the supply of raw materials to sales for 

strategic products, such as industrial salt, rare earths 

and methanol. All of these strategic products are basic 

raw materials, and we therefore expect business to 

grow in tandem with global economic development.

 In the chemicals business, we signed a long-term 

purchase agreement for butadiene with Braskem S.A., 

the largest petrochemical company in South America. 

Demand is expected to increase for butadiene as a raw 

material for synthetic rubber used in tires. Demand for a 

stable supply of lithium as a material in lithium-ion 

batteries is rising as the popularity of electric cars 

increases. To address this demand, we signed a 

memorandum of understanding with Talison Lithium 

Limited of Australia to supply and jointly market lithium 

in Japan, with plans to initiate production in the fiscal 

year ending March 31, 2016. These and other initiatives 

strengthened our distribution value chains for strategic 

products for which we expect increased future demand.

 In functional materials, Sojitz signed a strategic 

alliance with Myriant Corporation of the United States to 

create a manufacturing and marketing partnership that 

gives Sojitz exclusive Asian marketing rights for 

Myriant’s biobased succinic acid, a plant-based raw 

material for plastics. Moreover, subsidiary Sojitz 

Cosmetics Corporation made progress in developing its 

own cosmetics brands by creating and initiating sales of 

Chronorest, a high-added value cosmetics brand, in 

collaboration with Kanebo Cosmillion, Ltd. Sojitz 

Cosmetics will focus on developing appealing new 

brands in the future.

(4) Consumer Lifestyle Business

 Net sales grew 22.2% year on year to ¥1,679,783 

million, largely because of higher cigarette prices and 

trading volume and growth in trading volume of 

livestock feed ingredients. Net income, however, 

declined ¥634 million to ¥1,720 million, largely reflecting 

reduced earnings at overseas fertilizer subsidiaries.

 In food resources, Sojitz acted to ensure stable 

supplies of food and meet rising demand for meat by 

becoming the first Japanese company involved in the 

compound livestock feed business in Vietnam and 

Cambodia. We will use affiliate Interflour Vietnam Ltd.’s 

specialized grain port, now the largest of its kind in the 

ASEAN region, to supply competitive feed materials. We 

also contributed to reconstruction in Japan. Initiatives 

included rebuilding and restarting production at our 

processed seafood business, which was damaged by 

the Great East Japan Earthquake.

 In forest products, Sojitz has diversified woodchips 

sources for supplying paper manufacturers in countries 

where demand is expected to increase. Sojitz 
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complemented its woodchip and afforestation businesses 

in Vietnam by launching a business in Mozambique that 

manufactures woodchips as a raw material for paper.

 In real estate development, we specialize in the 

condominium sales business in metropolitan Tokyo. 

Overseas, we are developing industrial parks in Vietnam 

and India, where many Japanese and other companies 

are considering establishing transplants.

 In consumer services, we are expanding the retail 

presence of the new McGREGOR CLASSIC brand while 

enhancing our lineup of shoes, bags and other 

products. We also stepped up initiatives in emerging 

countries by increasing our stake in a leading food 

wholesaler in Vietnam to make it a consolidated 

subsidiary. In the airport retail business, we continued to 

increase the corporate value of affiliate JALUX Inc.

(5) Other

 Net sales decreased 6.9% year on year to ¥45,283 

million. Net loss decreased ¥6,092 million compared 

with the previous fiscal year to ¥636 million, largely 

because restructuring charges recognized in the year 

ended March 31, 2011 did not recur.

 4.  Earnings of Group Companies

 As of March 31, 2012, the Sojitz Group comprised 

462 companies, a decrease of 13 companies compared 

with the end of the previous fiscal year. Of this number, 

323 companies (90 in Japan, 233 overseas) were 

consolidated subsidiaries, and 139 companies (37 in 

Japan, 102 overseas) were affiliated companies 

accounted for under the equity method. 

 Companies included in the scope of consolidation 

that reported net income included 201 consolidated 

subsidiaries, or 62.2% of the total (208 consolidated 

subsidiaries, or 65.0%, in the previous fiscal year), and 

108 equity-method affiliates, or 77.7% of the total (120 

equity-method affiliates, or 77.4%, in the previous fiscal 

year). On an overall basis, 66.9% (69.1% in the previous 

fiscal year) reported net income for the year ended 

March 31, 2012. The operating performance of 

companies included in the scope of consolidation is 

presented in the table below.

 5. Financial Position

(1) Consolidated Balance Sheets

1) Assets

 At March 31, 2012, total assets were ¥2,120,597 

million, an increase of ¥3,636 million from the end of the 

previous fiscal year. 

 Current assets increased ¥31,522 million from a year 

earlier to ¥1,298,152 million. Factors included a ¥27,435 

million increase in inventories, mainly as a result of higher 

tobacco and automobile inventories compared with the 

previous fiscal year end.

 Total investments and long-term receivables 

decreased ¥6,820 from a year earlier to ¥441,977 million, 

mainly because investment securities decreased ¥8,377 

million due to changes in foreign exchange rates and 

stock prices.

● Earnings of Group Companies (Year ended March 31, 2012)

  Profitable   Unprofitable   Total

 Number of   Net income  Number of   Net loss Number of   Net income

 companies   (Billions of yen)  companies   (Billions of yen)  companies   (Billions of yen)

  Consolidated subsidiaries

 Domestic ............................................  53 9.2 37 (5.8) 90 3.4

 Overseas ............................................  148 49.1 85 (8.6) 233 40.5

 Total....................................................  201 58.3 122 (14.4) 323 43.9

 % of total ............................................  62.2% — 37.8% — 100.0% —

  Companies accounted for by the equity method

 Domestic ............................................  33 10.8 4 (0.0) 37 10.8

 Overseas ............................................  75 6.5 27 (6.1) 102 0.4

 Total....................................................  108 17.3 31 (6.1) 139 11.2

 % of total ............................................  77.7% — 22.3% — 100.0% —

  Total

 Domestic ............................................  86 20.0 41 (5.8) 127 14.2

 Overseas ............................................  223 55.6 112 (14.7) 335 40.9

 Total....................................................  309 75.6 153 (20.5) 462 55.1

 % of total ............................................  66.9% — 33.1% — 100.0% —

Management’s Discussion and Analysis of Operations
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 Property and equipment increased ¥17,486 million 

from a year earlier to ¥233,261 million, mainly due to 

capital expenditures by operating companies.

 Other non-current assets decreased to ¥147,207 

million from a year earlier mainly due to a ¥30,439 million 

decrease in deferred tax assets resulting from changes in 

Japan’s tax code.

2) Liabilities

 At March 31, 2012, total liabilities were ¥1,790,126 

million, an increase of ¥28,676 million from a year earlier.

 Current liabilities increased ¥56,878 million from a 

year earlier to ¥947,423 million. The primary factor was 

an increase in trade notes and trade accounts payable 

that was largely due to increased purchases associated 

with lumber- and automobile-related sales and the 

effect from the close of the fiscal year on a bank holiday.

 Total non-current liabilities decreased ¥28,202 million 

from a year earlier to ¥842,703 million, mainly due to 

redemption of bonds.

 Interest-bearing debt decreased ¥25,760 million from 

a year earlier to ¥1,090,543 million. Net interest-bearing 

debt, calculated as total interest-bearing debt less cash 

and deposits, decreased ¥52,772 million from a year 

earlier to ¥647,836 million, resulting in a net debt equity 

ratio (net DER) of 2.1 times at March 31, 2012.

3) Net Assets

 Owner’s equity decreased to ¥464,027 million, largely 

because the net loss for the fiscal year ended March 31, 

2012, dividend payments and other factors reduced 

retained earnings by ¥7,653 million from a year earlier. 

Accumulated other comprehensive income decreased 

¥16,461 million, mainly because foreign currency 

translation adjustments reduced accumulated other 

comprehensive income by an additional ¥9,703 million 

compared with a year earlier and net unrealized gains on 

available-for-sale securities decreased because of 

fluctuations in stock prices. As a result, total net assets 

including minority interests in net income at March 31, 

2012 decreased ¥25,040 million from a year earlier to 

¥330,471 million.

(2) Cash Flow

1) Cash Flows from Operating Activities

 Net cash provided by operating activities increased 

¥23,738 million year on year to ¥91,601 million. In the 

year ended March 31, 2012, cash provided by income 

before income taxes and minority interests and an 

increase in trade payables exceeded increases in trade 

receivables and inventories that used cash.

2) Cash Flows from Investing Activities

 Net cash used in investing activities increased 

¥22,384 million year on year to ¥42,287 million. Cash 

provided by net decrease in marketable securities and 

proceeds from sale of property and equipment including 

aircraft and ships only partially offset the use of cash for 

purchase of property and equipment, which included 

investments in interests.

3) Free Cash Flow

 As a result of the above, free cash flow for the year 

ended March 31, 2012 totaled ¥49,314 million.
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4) Cash Flows from Financing Activities

 Net cash used in financing activities decreased ¥35,677 

million year on year to ¥36,377 million. In the year ended 

March 31, 2012, the use of cash for repayment of long-

term debt and redemption of bonds exceeded proceeds 

from long-term debt and issuance of bonds.

 As a result of the above, cash and cash equivalents 

at the end of the fiscal year, including the effect of 

exchange rate changes on cash and cash equivalents 

increased ¥12,013 million from a year earlier to 

¥427,274 million.

(3) Liquidity and Funding

 In the year ended March 31, 2012, the final year of 

the Shine 2011 medium-term management plan, the 

Sojitz Group continued with its fundamental policy of 

maintaining and improving the stability of its funding 

structure. Specific measures included maintaining the 

target long-term debt ratio to create a stable funding 

structure while ensuring a stable financial base by 

maintaining sufficient liquidity to accommodate changes 

in economic and financial conditions. Consequently, as 

of March 31, 2012 the current ratio was 137% and the 

long-term debt ratio was 71%. 

 Unsecured bonds are one method Sojitz uses to 

procure long-term funding. Sojitz issued a total of ¥40.0 

billion in unsecured bonds during the year ended March 

31, 2012, consisting of a ¥10.0 billion issue in June 

2011, a ¥20.0 billion issue in September 2011 and a 

¥10.0 billion issue in March 2012. Sojitz will continue to 

base future decisions to issue bonds on interest rates, 

market trends, appropriate timing and cost.

 Sojitz also ensures flexible access to capital and 

supplemental liquidity through a ¥100.0 billion 

commitment line and a multi-currency commitment line 

equivalent to US$300 million.

 6.  Summary of Significant 
Accounting Policies

 The consolidated financial statements of the 

Company and its subsidiaries are prepared in 

conformity with accounting principles generally 

accepted in Japan. The reported amounts relating to 

assets and liabilities, the disclosure of contingent 

liabilities and the appropriate recording of revenues 

and expenses for the reporting period used in the 

preparation of the consolidated financial statements are 

based on estimates and assumptions as determined by 

the Company’s management. The Company constantly 

reviews and verifies estimates and assumptions relating 

to the evaluation of receivables, investments and 

inventories, fixed assets, recognition of revenue, 

income taxes, deferred tax assets, Group business 

reorganization, and restructuring costs including those 

for affiliated companies, retirement and severance 

benefits, contingent liabilities, and other items. 

Estimates, assumptions and decisions made by the 

Company are based on historical performance and 

other factors that are deemed most relevant to the 

situation. In the event that insufficient facts exist to 

enable the Company to make an objective decision 

regarding the accounting for assets and liabilities and 

income and expenses, the Company bases its 

decisions on estimates and assumptions. Accordingly, 

differing assumptions and changes in conditions may 

cause estimates and actual results to differ.

 The following are significant accounting policies adopted 

by the Company and its consolidated subsidiaries.

(1) Evaluation of Receivables

 The Company provides for probable losses arising 

from uncollectible notes and accounts receivable and 

loans receivable by maintaining an allowance for 

doubtful receivables based on past credit loss 

experience over the preceding three years. For doubtful 

receivables, the Company records an allowance after 

evaluating the probability of recovery, considering the 

estimated realization value of collateral and amounts to 

be recovered by guarantees.

 In order to accurately assess the allowance for 

doubtful receivables, the Company periodically verifies 

each customer’s financial position, credit rating, 

conditions for collection of receivables, changes in 

payment terms and conditions, economic trends in the 

industry, conditions in the region in which the customer 

operates, and all other relevant information.

 The Company’s management believes that the 

Company maintains sufficient and adequate allowances 

for doubtful receivables.

● Cash Flow (Years ended March 31) (Millions of yen)

 2008 2009 2010 2011 2012

 Net cash provided by operating activities ......................... ¥  35,408  ¥103,729  ¥ 107,223  ¥  67,863  ¥  91,601 

 Net cash provided by (used in) investing activities ............ (68,723) (17,198) 28,439  (19,903) (42,287)

 Net cash used in financing activities ................................. (53,724) (5,958) (102,597) (72,054) (36,377)

 Cash and cash equivalents at the end of the year ............ 373,884  414,420  454,262  415,261  427,274 

 Free cash flow ................................................................. (33,315) 86,531  135,662  47,960  49,314  

Management’s Discussion and Analysis of Operations
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(2) Evaluation of Investment Securities

 The Company maintains a significant level of 

investments that are classified according to the purpose 

for which they are held, with valuation subject to a 

variety of assumptions. Available-for-sale securities with 

available market values are stated at fair value based on 

market prices as of the balance sheet date with 

unrealized valuation gains and losses, net of tax, 

included in net assets in the consolidated balance 

sheets. The Company recognizes devaluation losses on 

investment securities whose values have declined by at 

least 50% of their book value. In cases in which the 

values have declined 30% to 50%, and where 

conditions remain substantially unchanged from the 

previous fiscal year, the Company’s management 

evaluates the probability of recovery, and recognizes 

devaluation losses except when the value is deemed to 

be recoverable.

 Available-for-sale securities with no readily available 

fair market value are valued at cost using the moving-

average method. The Company assesses these 

securities by comparing its equity in the net asset value 

of the issuer with the book value of the investment. In 

the event the Company’s equity in the net asset value of 

the issuer has declined by at least 50% of the book 

value, the Company’s management assesses the 

probability of recovery considering each situation, such 

as venture investments or temporary declines due to 

initial losses in the start-up of companies, and 

recognizes devaluation losses except when the value is 

deemed to be recoverable. Furthermore, in the event 

the Company’s equity in the net asset value of the 

issuer has declined to less than 50% of the book value, 

and there is no probability of recovery, the Company 

recognizes the impairment loss. In the case of bonds, 

the amortized cost method is applied on an individual 

basis and a loss recognized for the estimated non-

redeemable portion based on credit risk.

 In the non-consolidated financial statements, the 

Company prepares for any future investment losses in 

connection with marketable securities of related 

companies by maintaining an investment loss allowance 

for estimated losses calculated on an individual basis 

according to prescribed criteria after considering such 

factors as the financial position and business value of 

the issuer.

 In recognizing devaluation losses on investment 

securities and in deciding the investment loss 

allowance, the Company’s management reaches a 

decision after considering not only the financial position 

of the issuer but also specific factors pertaining to the 

industry, location and region of the issuer.

(3) Evaluation of Inventories

 Inventories held for sale in the ordinary course of 

business are stated on the balance sheets at the lower 

of acquisition cost or net selling value that reflects any 

decline in profitability. Moreover, inventories held for 

trading purposes are stated on the balance sheets at 

the market price, and any gain or loss arising from 

revaluation of inventories for trading purposes is 

presented in net sales.

 The market value of real estate for sale is valued on 

an individual property basis by selecting the most 

appropriate value from among sales price, appraisal 

amount, official announced value, and appraised value 

for inheritance tax purposes, taking into consideration 

various conditions at the time of appraisal. In the event 

conditions are unchanged, this value is carried forward 

to the following fiscal year.

(4)  Depreciation and Valuation of Property, 

Equipment and Intangible Assets

 The Company and its consolidated subsidiaries 

principally depreciate property and equipment other 

than leased assets by the declining-balance method, 

and depreciate intangible assets other than leased 

assets by the straight-line method based on the 

estimated useful lives of the respective assets according 

to the Corporate Tax Law. However, buildings acquired 

after April 1, 1998 are depreciated by the straight-line 

method. Leased assets in finance lease transactions 

without transfer of ownership are depreciated using the 

straight-line method based on the assumption that the 

useful life is equal to the lease term and the residual 

value is equal to zero. The accounting treatment of the 

Company and its domestic consolidated subsidiaries for 

finance lease transactions without transfer of ownership 

that commenced prior to April 1, 2008 is similar to that 

used for ordinary rental transactions. Investment 

properties are depreciated mainly using the straight-line 

method, with useful lives principally calculated 

according to the Corporate Tax Law.

 Certain domestic consolidated subsidiaries and 

equity-method affiliates revalue commercial-use land 

pursuant to “Law Concerning Revaluation of Land” (Law 

No. 34 enforced on March 31, 1998). The related 

unrealized gains or losses are recorded as land 

revaluation difference in net assets in the consolidated 

balance sheets. The revaluation method primarily 

follows the “Guidelines for Enforcement Regulations of 

the Law Concerning Revaluation of Land (Ordinance 

No. 119 enforced on March 31, 1998).” Article 2-3 

provides for reasonable adjustments to the value of land 

recorded in the land tax registry as prescribed in Article 
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341-10 of the Local Tax Law. Article 2-5 provides for 

the calculation of appraised value.

 Impairment losses of the Company and its domestic 

consolidated subsidiaries are determined by comparing 

the carrying amount of assets or an asset group with 

their undiscounted estimated future cash flows. If the 

undiscounted estimated future cash flows are less than 

the carrying amount, the difference between the higher 

of either net selling price or present value of future 

projected cash flows and the carrying amount is 

recognized as an impairment loss. Accumulated 

impairment losses are deducted directly from the 

corresponding assets.

(5) Deferred Tax Assets and Liabilities

 Where temporary differences exist between the amount 

of assets and liabilities for financial reporting purposes and 

the bases of such assets and liabilities as measured by tax 

laws, deferred tax assets and liabilities are recorded taking 

into account the tax loss carryforwards in accordance with 

tax-effect accounting standards.

 The Company evaluates the probability of realization 

of the benefits of those deferred tax assets based on 

future taxable income estimates and tax planning. A 

valuation allowance is established to reduce certain 

deferred tax assets relating to deductible temporary 

differences and net operating loss carryforwards where 

it is more likely to be unable to realize the benefits of 

those deferred tax assets as a result of rigorous 

assessment by the Company’s management.

 Although the Company’s management believes that 

the realization of deferred tax assets, less amount of 

valuation allowance, is probable, the valuation 

allowance may change depending on changes of 

estimates for future taxable income.

(6)  Employees’ Retirement and 

Severance Benefits

 Employees’ retirement and severance benefits are 

accrued based on the present value of projected benefit 

obligations attributed to employee services rendered by 

the end of the year and the fair value of the pension 

plan assets at fiscal year-end. 

 The Company has adopted a “Defined Contribution 

Pension Plan” with a “Lump-sum Payment Plan” or a 

“Prepaid Retirement Allowance Plan” as its retirement and 

severance benefit scheme. Domestic consolidated 

subsidiaries maintain employees’ welfare pension fund 

plans and lump-sum payment plans as defined fund plans 

for the most part. Some consolidated subsidiaries have 

established a retirement allowance trust. Some foreign 

consolidated subsidiaries also have defined benefit plans.

(7)  Directors’ and Corporate Auditors’ 

Retirement Benefits

 Certain domestic subsidiaries recognize retirement 

benefits for directors and executive officers based on 

internal regulations to provide for expected retirement 

benefits for directors and corporate auditors as of the 

balance sheet date, based on “Auditing Treatment Relating 

to Reserve Defined under the Special Tax Measurement 

Law, Reserve Defined under the Special Law and Reserve 

for Director and Corporate Auditor Retirement Benefits” 

(Auditing and Assurance Practice Committee Report No. 42 

issued by the Japanese Institute of Certified Public 

Accountants on April 13, 2007).

 7. Business and Other Risks

(1) Business Risks

 As a general trading company, Sojitz is engaged in a 

wide range of businesses globally, including buying, 

selling, importing, and exporting goods, manufacturing 

and selling products, providing services, and planning 

and coordinating projects, in Japan and overseas. The 

Group also invests in various sectors and conducts 

financing activities. These operations are inherently 

exposed to various risks. The Group defines and 

classifies risks and manages them in accord with their 

nature. For quantifiable risks (market risks, credit risk, 

business investment risk, and country risk), the Group 

conducts comprehensive risk management, measuring 

risks and monitoring them based on risk asset scores 

derived from risk measurements. Although the Group is 

strengthening and upgrading its risk management to deal 

with various risks, it cannot completely avoid these risks.

1)  Risk of changes in the macroeconomic environment

 As a general trading company with global operations, 

Sojitz operates a wide range of businesses in Japan 

and overseas, including Machinery, Energy & Metal, 

Chemicals and Consumer Lifestyle Business. The 

Group’s earnings are influenced by political and 

economic conditions in Japan and other countries and 

the overall global economy. A global or regional 

economic slowdown can adversely affect the Group’s 

operating performance and/or financial condition.

2) Market risks

 The Group is exposed to market risks, including 

exchange rate risk associated with transactions 

denominated in foreign currencies in connection with 

international trade or business investments; interest rate 

fluctuation risk associated with debt financing and 

Management’s Discussion and Analysis of Operations
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portfolio investment; commodity price fluctuation risk 

associated with purchase and sale agreements and 

commodity inventories incidental to operating activities; 

and market price fluctuation risk associated with 

holding listed securities and other such assets. The 

Group pursues a basic policy of minimizing these 

market risks through such means as matching assets 

and liabilities (e.g., long and short commodity 

exposures) and hedging with forward exchange 

contracts, commodity futures/forward contracts, and 

interest rate swaps.

(a) Currency risk

 The Group engages in import and export 

transactions, and offshore transactions, denominated in 

foreign currencies as a principal business activity. 

Whereas the revenues and expenditures associated 

with such transactions are mainly paid in foreign 

currencies, the Group’s consolidated reporting currency 

is the Japanese yen. The Group is therefore exposed to 

the risk of fluctuations in the yen’s value against foreign 

currencies, and hedges its foreign currency exposure 

with forward exchange contracts to prevent or limit 

losses stemming from this currency risk. Even with such 

hedging, however, there is no assurance that the Group 

can completely avoid currency risk. The Group’s 

operating performance and/or financial condition could 

be adversely affected by unanticipated market 

movements. Additionally, the Group’s dividend income 

from overseas Group companies and the profits and 

losses of overseas consolidated subsidiaries and 

equity-method affiliates are largely denominated in 

foreign currencies. Their conversion into yen entails 

currency risk. The Group also owns many foreign 

subsidiaries and operating companies. When these 

companies’ financial statements are converted into yen, 

exchange rate movements could impair the Group’s net 

assets through the foreign currency translation 

adjustment account.

(b) Interest rate risk

 The Group’s finances include credit terms for trade and 

other receivables, purchases of investment securities, 

and expenditures for property and equipment that are 

primarily funded with loans from financial institutions and 

bond issues. Sharp increases in interest rates that raise 

funding costs could affect income and expenses 

associated with assets and liabilities on the balance 

sheets, which could adversely affect the Group’s 

operating performance and/or financial condition.

(c) Commodity price risk

 As a general trading company, the Group deals in a 

wide range of commodities in its various businesses. It is 

consequently exposed to the risk of commodity price 

fluctuations. For market-traded commodities, the Group 

manages exposures and controls losses by setting (long 

and short) position limits and stop-loss levels for each of 

its organizational units. The Group also imposes and 

enforces stop-loss rules (i.e., organizational units must 

promptly liquidate losing positions and are prohibited from 

initiating new trades for the remainder of the fiscal year if 

unit losses, including valuation losses, exceed the stop-

loss level). Even with these controls, however, there is no 

assurance that the Group can completely avoid 

commodity price risk. The Group’s operating performance 

and/or financial condition could be adversely affected by 

unanticipated market movements. The Group also 

monitors commodity inventories by business unit on a 

monthly basis to control inventory levels.

(d) Listed securities price risk

 The Group has large holdings of marketable securities. 

For listed shares in particular, the Group periodically 

reviews its portfolio. Nonetheless, a major decline in the 

stock market could impair the Group’s investment 

portfolio and, in turn, adversely affect the Group’s 

operating performance and/or financial condition.

3) Credit risk

 The Group assumes credit risk by extending credit to 

many domestic and foreign customers through a variety 

of commercial transactions. The Group mitigates such 

credit risk by objectively assigning credit ratings to the 

customers to which it extends credit based on an 

11-grade rating scale. The Group also controls credit 

risk by setting rating-based credit limits on a customer-

by-customer basis and enforcing the credit limits thus 

set. The Group also employs other safeguards (e.g., 

collateral and guarantees) as warranted by the 

customer’s creditworthiness. Additionally, the Group has 

a system for assessing receivables in which it screens 

the customers to which it has extended trade credit to 

identify those that meet certain criteria. It then 

reassesses the selected customers’ creditworthiness 

and the status of the Group’s claims against these 

customers. Through this approach, the Group is 

endeavoring to more rigorously ascertain credit risk and 

estimate provisions to allowance for doubtful accounts 

for individual receivables. For credit risk associated with 

deferred payments, loans, and credit guarantees, the 

Sojitz Corporation     Annual Report 2012 99

The Objectives of 
Medium-term 

Management Plan 2014
Business Strategies

Management 
Foundation

The Sojitz Group’s 
Corporate Social 

Responsibility
Performance Data Organization Financial Section



Group periodically assesses whether profitability is 

commensurate with credit risk on a case-by-case basis. 

For transactions that do not generate risk-

commensurate returns, the Group takes steps to 

improve profitability or limit credit risk.

 However, even with such credit management 

procedures, there is no assurance that the Group can 

completely avoid credit risk. If, for example, receivables 

are rendered uncollectible by a customer’s bankruptcy, 

the Group’s operating performance and/or financial 

condition could be adversely affected.

4) Business investment risk

 The Group invests in a wide range of businesses as 

one of its principal business activities. In doing so, it 

assumes the risk of fluctuations in the value of these 

investments. Additionally, because many business 

investments are illiquid, the Group also faces the risk of 

being unable to recoup its investment as profitably as 

initially anticipated. 

 With the aim of preventing and limiting losses from 

business investments, the Group has established 

standards for rigorously prescreening prospective 

business investments and monitoring and withdrawing 

from investments.

 In screening prospective investments, the Group 

analyzes business plans, including cash flow 

projections, and rigorously assesses the businesses’ 

prospects. It has also established procedures, including 

an IRR (internal rate of return) hurdle rate screen, to 

enable it to identify investments with the potential to 

generate returns commensurate with risk.

 Once the Group has invested in a business venture, it 

closely monitors the business through such means as 

periodic reassessment of the business’s prospects to 

minimize losses through early identification of problems. 

To identify problems with business investments at an 

early stage and minimize losses on divestiture or 

liquidation, the Group sets exit conditions and acts 

decisively to opportunely exit investments that have 

failed to generate risk-commensurate returns.

 Even with such procedures for screening prospective 

investments and monitoring existing investments, the 

Group cannot completely avoid the risk that investment 

returns will fall short of expectations or the risk that 

businesses will fail to perform according to plan. 

Moreover, the Group could incur losses when exiting 

business ventures or may be precluded from exiting 

business ventures as intended due to circumstances 

such as relationships with partners in the ventures. 

Such events could adversely affect the Group’s 

operating performance and/or financial condition.

5) Country risk

 To minimize losses that may result from country risk, 

the Group recognizes that it must avoid concentrated 

exposure to any single country or region. In conducting 

business in countries that pose substantial country risk, 

the Group generally hedges against country risk on a 

transaction-by-transaction basis through such means 

as purchasing trade insurance.

 In managing country risk, the Group assigns country-

risk ratings to individual countries and regions and sets 

net exposure (gross exposure less trade insurance 

coverage and/or other country-risk hedges) limits based 

on the country’s size and assigned rating. The Group 

limits its net exposure to individual countries to no more 

than the net exposure limit. However, even with these 

risk controls and hedges, the Group cannot completely 

eliminate the risk that businesses will fail to perform 

according to plan or the risk of losses due to changes in 

political, economic, regulatory and societal conditions in 

the countries in which the Group conducts business 

activities or countries in which the Group’s customers 

Management’s Discussion and Analysis of Operations

● Country Risk Exposure (Year ended March 31, 2012) (Billions of yen)

      Operating Cash and Other Country  Substantial

  Investments Loans Guarantees receivables deposits, etc. assets risk country risk

 Thailand .........................................................  1.4  0.0  0.0  24.3  10.2  6.0  41.9  46.6 

 Malaysia ........................................................  0.7  0.0  0.0  4.1  0.3  1.2  6.3  4.9 

 Indonesia .......................................................  3.2  0.1  0.0  9.0  4.6  17.0  33.9  42.3 

 Philippines .....................................................  12.9  0.5  0.0  11.5  0.8  1.4  27.1  21.1 

 China (including Hong Kong) .........................  11.0  0.9  0.6  38.6  7.0  5.0  63.1  61.4 

  (China only) ..........................................  9.7  0.4  0.5  28.7  5.1  1.5  45.9  51.1 

  (Hong Kong only) .................................  1.3  0.5  0.1  9.9  1.9  3.5  17.2  10.3 

 Brazil .............................................................  9.6  0.5  0.2  8.8  2.9  8.3  30.3  49.3 

 Venezuela ......................................................  0.0  0.0  0.0  12.3  7.1  11.4  30.8  30.9 

 Argentina .......................................................  0.5  0.0  0.0  3.7  0.0  1.9  6.1  3.2 

 Russia ...........................................................  0.3  0.0  0.0  19.8  4.7  0.4  25.2  26.5 

 Total ..............................................................  39.6  2.0  0.8  132.1  37.6  52.6  264.7  286.2  
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are located. In the event of such losses, the Group’s 

operating performance and/or financial condition could 

be adversely affected.

6) Impairment risk

 The Group is exposed to the risk of impairment of the 

value of its non-current assets, including real estate 

holdings and other property, equipment, goodwill and 

mining rights, as well as its leased assets. The Group 

uses asset impairment accounting and recognizes 

necessary impairment losses at the end of the fiscal 

year in which they are identified. If assets subject to 

asset impairment accounting decline materially in value 

due to a decline in their prices, recognition of necessary 

impairment losses could adversely affect the Group’s 

operating performance and/or financial condition.

7) Financing risk

 The Group largely funds its operations by issuing 

bonds and borrowing funds from financial institutions. 

Accordingly, in the event of a disruption of the financial 

system or financial and capital markets, or a major 

downgrade of the Group’s credit rating by a rating 

agency, the Group’s operating performance and/or 

financial condition could be adversely affected by 

funding constraints and/or increased financing costs.

8) Environmental risk

 The Group regards environmental preservation as one 

of the most important management considerations. The 

Group has prescribed environmental policies and is 

proactively addressing environmental problems through 

such means as complying with environmental laws and 

regulations and assessing the environmental impact of 

prospective investments and loans and development 

projects. Despite such measures, the Group’s business 

activities could still pollute the environment. In such an 

event, the Group could incur costs due to project 

suspension, environmental remediation and purification, 

and/or litigation.

9) Compliance risk

 The Group’s diverse business activities are subject to 

a broad range of laws and regulations, including 

corporation laws, tax laws, antitrust laws, foreign 

exchange laws and other trade-related laws, and 

various industry-specific laws, including chemical 

regulations. To ensure compliance with these laws and 

regulations, the Group has formulated a compliance 

program, established compliance committees, and 

promotes rigorous regulatory compliance on a Group-

wide basis. However, such measures cannot completely 

eliminate the compliance risk entailed by the Group’s 

business activities. Additionally, the Group’s operating 

performance and/or financial condition could be 

adversely affected by major statutory or regulatory 

revisions or application of an unanticipated 

interpretation of existing laws or regulations.

10) Litigation risk

 Litigation or other legal proceedings, such as 

arbitration, may be initiated in Japan or overseas 

against the Group or certain of its assets in connection 

with the Group’s business activities. As of March 31, 

2012, the Group was not involved in any litigation, 

arbitration, or other legal proceedings with the potential 

to have a material impact on its operating performance 

or financial condition.

11)  Information system and information security risks

 The Group has prescribed regulations and established 

oversight entities, mainly internal committees, to 

appropriately protect and manage information assets. 

The Group also has implemented safeguards, such as 

installation of duplicate hardware, against failure of key 

information systems and network infrastructure. 

Additionally, the Group is endeavoring to strengthen its 

safeguards against information leaks through such means 

as installing firewalls to prevent unauthorized access by 

outsiders, implementing antivirus measures, and utilizing 

encryption technologies. 

 While the Group is working to strengthen overall 

information security and prevent system failures, it 

cannot completely eliminate the risk of important 

information assets, including personal information, 

being leaked or damaged by an unknown computer 

virus or unauthorized access to its computer systems. 

Nor can the Group eliminate the risk of its information 

and communication systems being rendered inoperable 

by an unforeseeable natural disaster or system failure. 

In such an event, the Group’s operating performance 

and/or financial condition could be adversely affected, 

depending on the extent of the damage.

12) Natural disaster risk

 The Group could be directly or indirectly affected in 

the event of an earthquake, flood, storm, or other 

natural disaster that damages offices or other facilities 

or injures employees and their family members. The 

Group has prepared disaster response manuals, 

conducts disaster response drills, and has established 

an employee safety confirmation system and a business 

continuity plan, but it cannot completely avoid the risk 

of damage from natural disasters. The Group’s 

operating performance and/or financial condition could 

be adversely affected by natural disasters.
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(2)  Risks Related to the Medium-term 

Management Plan 2014

 As noted in “8. Group Management Policy” below, the 

Group has formulated Medium-term Management Plan 

2014 for the period ending March 31, 2015 (April 1, 2012 

to March 31, 2015). Despite the Group’s efforts, there is 

no assurance that all the targets of Medium-term 

Management Plan 2014 will be achieved. Initiatives 

directed at achieving the targets may not progress as 

planned or may not be as successful as anticipated.

 8. Group Management Policy

(1) Fundamental Policy

 Sojitz is committed to increasing corporate value by 

realizing the Sojitz Group Statement and its 

Management Vision of the company it aspires to 

become and the common principles it embraces.

Sojitz Group Statement

The Sojitz Group produces new sources of 

wealth by connecting the world’s economies, 

cultures and people in a spirit of integrity.

Sojitz Group Slogan

Sojitz Group Management Vision

♦  Unrelentingly enhance the Group’s trading 

company functions, as demanded by clients, by 

fully grasping and anticipating clients’ diverse 

needs (Function-oriented trading company)

♦  Take advantage of changes and continuously 

develop new business fields (Innovating trading 

company)

♦  Become a company in which each and every 

employee can work with pride and pursue 

challenges and explore opportunities to realize 

his or her own personal goals and ambitions 

(Open and flexible company)

♦  Seek to harmonize the Group’s corporate 

activities with the society and the environment 

by consistently putting the Group’s statement 

into practice (Socially contributive company)

(2)  Medium-to-Long-term Business Strategy 

and Targeted Performance Indicators

 On April 1, 2012, the Sojitz Group initiated its 

Medium-term Management Plan 2014 – Change for 

Challenge – under the theme of “Implement reforms in 

pursuit of growth initiatives” to increase corporate value.

 The “Change for Challenge” subtitle summarizes the 

meaning of “In pursuit of greater achievements we will 

continue to transform ourselves in order to meet new 

challenges. We aim to increase our corporate value 

based on this strong commitment.”

Implement Reforms in Pursuit of 

Growth Initiatives

•  Strengthen earnings capacity by improving the 

quality of assets

•  Continue investing for growth (Strategic 

allocation to business focus areas)

•  Build up a structure and organization that 

enables its business to be creative, efficient, and 

highly capable of managing risk

•  Foster human resources that are able to go the 

distance even in a business environment typified 

by accelerating globalization

Enhance the financial foundation through the 

accumulation of shareholders’ equity

Improving corporate value and pursuing 

greater achievements

 The quantitative targets of Medium-term Management 

Plan 2014 are as follows.

Performance Indicator Target 

Net debt equity ratio (DER) 2.0 times or lower

Return on assets (ROA) 2.0% or higher

 Sojitz considers the stable, continuous payment of 

dividends one of the most important management 

issues. An equally important issue is the need to 

enhance competitiveness and shareholder value by 

increasing internal capital reserves and using them 

effectively. Therefore, our basic policy is a consolidated 

payout ratio of approximately 20%.

 Another crucial policy for achieving our quantitative 

targets is raising asset quality and efficiency. Rather 

than simply increasing assets, we will raise asset 

Management’s Discussion and Analysis of Operations
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efficiency by replacing assets on a Group-wide basis 

with the objective of increasing earnings. Specifically, 

we will re-evaluate our rationale for each business and 

asset. We will then successively replace those without a 

strong rationale and those with a weak connection to 

our traditional businesses. At the same time, we will 

prioritize the allocation of the resources we acquire 

through this replacement process by concentrating 

investment in business focus areas.

 Medium-term Management Plan 2014 specifies the 

following business focus areas in which we plan to 

make investments and loans totaling ¥180 billion, with 

emphasis on emerging countries in Asia, Africa, South 

America and elsewhere.

■  Businesses aimed at expanding stable 

earnings

•  Expand existing businesses, and strive to 

accumulate assets and increase business 

earnings

•  Examples of businesses: Overseas IPP, coal 

interests and peripheral businesses, methanol

■  Businesses aimed at expanding earnings 

and adapting to structural shifts

•  Aim to innovate existing business models and 

strengthen earnings capacity over the medium 

to long term

•  Examples of businesses: Lithium, basic 

petrochemicals, fertilizer, grain trading

■ Businesses in anticipation of future growth

•  Construct new business foundations, aimed at 

monetization with a medium-to-long-term 

perspective

•  Examples of businesses: Renewable energy 

production, infrastructure improvement, iron ore 

mining development

New investments and loans in business focus 

areas: ¥120 billion 

+ 

Additional investments and loans in existing 

businesses: ¥60 billion 

= 

¥180 billion

 9. Basic Policy on Dividends

 Sojitz considers the stable, continuous payment of 

dividends to shareholders one of the most important 

management issues. An equally important issue is the 

need to enhance competitiveness and shareholder 

value by increasing internal capital reserves and using 

them effectively. Our basic policy under Medium-term 

Management Plan 2014 is a consolidated payout ratio 

of approximately 20%.

 The Sojitz’s Group’s businesses are making steady 

progress as planned despite the net loss for the year 

ended March 31, 2012, which was the result of factors 

such as the reversal of deferred tax assets due to 

changes in Japan’s tax code.

 Sojitz decided to pay a year-end cash dividend of 

¥1.50 per share for the year ended March 31, 2012 after 

considering factors including results for the fiscal year, 

shareholders’ equity and requirements for funding 

investments in growth. Year-end dividends paid totaled 

¥1,877 million. Including the interim dividend of ¥1.50 

per share paid on December 2, 2011, cash dividends per 

share for the year ended March 31, 2012 totaled ¥3.00 

per share, and dividends paid totaled ¥3,753 million.

 Sojitz’s Articles of Incorporation permit the payment 

of interim cash dividends by the resolution of the Board 

of Directors as stipulated by Article 454, Paragraph 5 of 

the Companies Act of Japan. As a result, Sojitz’s basic 

policy is to pay dividends twice annually, with the interim 

dividend being approved by resolution of the Board of 

Directors and the year-end dividend being approved by 

the Ordinary General Shareholders’ Meeting.
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