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Notesto the Consolidated Financial Statements

1. Significant matters constituting the basisgmeparation of the consolidated financial statement

1)

(2)

Matters concerning the scope of consolidation

Number of consolidated subsidiaries: 182

Names of major consolidated subsidiaries: LIXILr@wration
LIXIL VIVA CORPORATION
LIXIL Total Hanbai Corporation
LIXIL Group Finance Corporation
Permasteelisa S.p.A.
GROHE Group S.ar.l.
ASD Holding Corp.
TOSTEM THAI Co., Ltd.
LIXIL Manufacturing (Dalian) Corporation
A-S CHINA PLUMBING PRODUCTS Ltd.
LIXIL GLOBAL MANUFACTURING VIETNAM Co., Ltd.
LIXIL INTERNATIONAL Pte. Ltd.

Starting from this consolidated fiscal year, dud_BSIL Corporation’s acquisition of the stocks of
GROHE Group S.a.r.l. and the amendments to theekblters’ agreement entered into between
LIXIL Corporation and Development Bank of Japan.]r@@raceA Co. Ltd, GROHE Group S.a.r.l. and
54 other companies have become the Company’s salegl and as such, and they have been
included in the scope of the consolidation. LIXllal& Okinawa Co. Ltd, and JHS Engineering
CORPORATION and 1 other company have been includetie scope of the consolidation due to
being newly established.

LIXIL Corporation merged by absorption with SUN WAVCORPORATION. LIXIL Building
Reform Hanbai Corporation merged by absorption WwitkiL Renewal Corporation and changed its
name to LIXIL Renewal Corporation. INAX SUNWAVE Mgeeting Corporation is excluded from the
scope of consolidation as it was liquidated. LIXHousing Research Institute, Ltd. merged by
absorption with CLASSIS Corporation AMTRONIC PtetdL and its subsidiary, Shanghai Meite
Curtain Wall System Co., Ltd., are excluded frore 8tope of consolidation as all the stocks of
AMTRONIC Pte. Ltd. were transferred.IXIL Building Materials Manufacturing (Shenyang)
Corporation is excluded from the scope of constiliiaas all its stocks were transferred.

LIXIL Maebashi manufacturing Co., Ltd. and othernmmonsolidated subsidiaries have been
excluded from the consolidation because all of tleensmall in size and have no material impact due
to their aggregate total assets, aggregate net, sadgregate net profit or loss for the currentryea
(equal to equity), aggregate earned surplus foctheent year (equal to equity) and other itemsigpei
insignificant compared to the total assets, netssalet profit or loss, earned surplus and otleenstof
the consolidated companies.

Matters concerning application of the equitgthod
Number of affiliated companies accounted for byehaity method: 6
Name of major affiliated company accounted for iy €quity method: Sanyo Homes Corporation
Fukui Computer Holdings Inc.
Ken Depot Corporation

As a result of LIXIL Corporation’s acquisition ofi¢ stocks of GROHE Group S.a.r.l. and the
amendments to the shareholders’ agreement entered between LIXIL Corporation and
Development Bank of Japan Inc., GraceA Co. Ltd &ndhe Luxembourg Four S.A. are excluded
from the scope of companies accounted for by thétyegnethod and are included in the scope of
consolidation, starting from this consolidated dilsgear.

As a result of GROHE Group S.a.r.l. becoming a obdated subsidiary, Grome Marketing
(Cyprus) Ltd. and 2 other companies which areiafill companies of GROHE Group S.a.r.l. are
included in the scope of companies accounted fahbyequity method. Ken Depot Corporation has
been included in the scope of companies accoumtedhyf the equity method due to being newly
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established.

LIXIL Maebashi manufacturing Co., Ltd. and othernrmonsolidated subsidiaries, as well as
LIXIL Advanced Showroom Corporation and other &fiéd companies which are companies not
accounted for by the equity method application, endbeen excluded from the equity method
application due to their net profits or losses @do equity) of this fiscal year and earned swsplu
(equal to equity), etc., having a small impact lo@ het profits or losses of this fiscal year anched
surplus, etc., of the consolidated companies, amel t0 these companies being insignificant as a
whole.

(3) Matters concerning the fiscal years, etc. ofsadidated subsidiaries

Of the consolidated subsidiaries, the last dayhef dccounting period of Permasteelisa S.p.A.,
GROHE Group S.a.r.l.,, LIXIL Manufacturing (DaliarGorporation, A-S CHINA PLUMBING
PRODUCTS Ltd., LIXIL GLOBAL MANUFACTURING VIETNAM Co., Ltd., LIXIL
INTERNATIONAL Pte. Ltd. and 118 other companieshs last day of December. Each company’s
financial statements as of the last day of its antag period have been adopted and necessary
adjustments have been made for the purposes oblideison as to material transactions that have
taken place between the last day of the accoum@mipd of the relevant company and the last day of
the accounting period of the consolidation.

Of the consolidated subsidiaries, TOSTEM THAI Chbtd., for which the last day of its
accounting period was the last day of February, baen making necessary adjustments for the
purposes of consolidation as to material transasttbat have taken place between the last da of it
accounting period and the last day of the accogngiariod of the consolidation by adopting the
financial statements of the last day of its accimgnperiod. However, as an aspect of more apprtepria
disclosures of the consolidated financial informatand future responses to the IFRS (International
Financial Reporting Standards), the last day oadsounting period has been changed to March 31
starting from this consolidated fiscal year. Thefips and losses during the 1-month period from
March 1, 2015 to March 31, 2015 arising from suttange have been stated as increases and
decreases of the earned surplus of this consotidisizal year.

(4) Matters concerning accounting standards
(i) Valuation standards and valuation method ofamal assets
a. Valuation standards and valuation method fourstées

Held-to-maturity securities: Stated at amortizegt¢Straight-line method).
Stocks of subsidiaries and Stated at cost detedrty the
affiliated companies: moving-average method.

Other securities
Marketable securities: Stated atrent value based on the market
prices, etc., as of the last day of the accounting
period (evaluation difference is reported in a
separate component of equity; the cost of
securities sold is determined by the
moving-average method).

Non-marketable securities: Stated at cost detedriiyehe moving-average
method.
b. Valuation standards for derivatives: Stateduatent value.
c. Valuation standards and valuation Mainly statedost determined by the average
methods for inventories: method. Figures preseirtetthe balance sheets

were calculated by writing down the book value
in accordance with the decreased profitability.

(i) Method of depreciation of material depreciabksets
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a. Property, plant and equipment The declining#im@amethod is mainly used for
(excluding leased assets): domestic companies. twéhe straight-line
method is used for depreciation of buildings
(excluding accompanying facilities) acquired on
or after April 1, 1998. The straight-line method
is also used for companies located overseas.

b. Intangible fixed assets

(excluding leased assets):

Goodwill Evenly amortized over a period during whits
effect remains. However, when the amount is de
minimis, the amount is amortized in the year it is
accrued.

Assets related to trademarks Depreciated by theaightrline method.
However, assets for which useful life cannot be
ascertained have been stated as non-depreciable.

Other intangible fixed assets Depreciated by tragit-line method.

C. Leased assets

Leased assets related to finance lease Depretigtibe: straight-line method with the

transactions that do not transfer ownership  udééubeing the lease period and with a
residual value of zero.
Of the finance lease transactions that do not
transfer ownership, with respect to any finance
lease transactions with the lease commencement
date falling on or before March 31, 2008, the
accounting treatment follows the method
applicable to ordinary rental transactions.

(iii) Accounting standards for calculation of ma#éallowances

a. Allowance for doubtful accounts: In order topgaee for losses due to any default
on receivables, the Group examines the
recoverability of general receivables based on
historical default rates, and of specific
receivables such as doubtful accounts on a
case-by-case basis, and records the amount
expected to be uncollectible as an allowance for
doubtful accounts.

b. Allowance for bonuses: In order to prepare fog payment of bonuses,
etc., to employees, the Group appropriates this
amount based on the expected payment amount.

c. Allowance for losses related to plant In ordeptepare for losses on plant closures,

reorganizations etc., which were determined Fa&r purpose of
reorganizing the plants of the Group, the Group
appropriates a reasonable estimated amount
thereof.

(iv) Method of significant hedge accounting

a. Method of hedge accounting
The deferral hedge accounting method is used. giorekchange forward contracts which
meet the requirements for appropriation are acelfdr by appropriation. Interest swaps
which meet the requirements for special treatmeatazcounted for by special treatment.
Interest rate and currency swaps which meet theinemgents for integrated treatment (special
treatment and appropriation) are accounted fontsgrated treatment.

b. Hedging method and hedged items
Hedging method: Derivative transactions (foreignrenge forward contracts,
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interest rate swap transactions, interest rate @amdency
swap transactions and commodity swap transactions)
Hedged items: Foreign currency transactions, istemate transactions
relating to financing and raw material procurement
c. Hedging policies
The objective of a hedge is to manage risks ariiom fluctuations in foreign exchange,
interest rates and raw material prices.
d. Assessment of hedge effectiveness
The effectiveness of a hedge is assessed throagheaby-case evaluation and determination
of matters such as the claims and liability amowamis the terms for the hedging transactions
concerning each applicable derivative transactiomeglged item.

(v) Accounting standards for material revenues @uds

Accounting standards for the amounts and costsmfpteted construction

With respect to any construction for which thereertainty of outcome in relation to the
work-in-progress part of the construction by thst lday of the consolidated fiscal year, such
construction is recognized by the percentage-ofgtetion methodand any other construction is
recognized by the completed contract method. Intiadg the estimation of the progress of
construction which is recognized by the percentigeampletion method at the last day of the
consolidated fiscal year is measured by the prapoudf costs incurred to date to the estimated
total costs.

(vi) Accounting method of allowance for employegsirement benefits

In order to prepare for the payment of retiremestidiits to employees, the allowance for
retirement benefits is recorded as the amount ddaby deducting pension assets from the
liability for retirement benefits, based on the esied amount of liability for retirement benefits
as of the last day of this consolidated fiscal ydaurther, in calculating the liability for
retirement benefits, the method of attributing é&xpected amount of retirement benefits to the
period until the end of this consolidated fiscabiydias been in accordance with the benefit
formula standard.

Actuarial differences are accounted for as gairlegges upon accrual.

(vii) Accounting of convertible bond-type bonds lwitock acquisition rights
Accounting has been made according to the issuasfc ordinary bonds without
distinguishing the consideration portion of the #®rand the consideration portion of the stock
acquisition rights.

(viil) Accounting of consumption tax, etc.
Amounts are stated excluding consumption tax, etc.

(ix) Additional information
(Revision of the amounts of deferred tax assetsdaferred tax liabilities due to changes of tax
rates of corporation taxes, etc.)

The “Act on Partial Revision of the Income Tax Aet¢.” (Act No. 15 of 2016) and the
“Act for Partial Revision of the Local Tax Act, €tqAct No. 13 of 2016) were enacted on
March 29, 2016 by the Diet, and the lowering, ed€gorporation tax rates, etc., began from the
fiscal years commencing on or from April 1, 2016 cbnnection with this, the effective statutory
tax rate used in calculating deferred tax assadsdaferred tax liabilities, which had previously
been 32.1%, will become 30.0% for temporary diffieees that are expected to be resolved in the
consolidated fiscal year commencing on April 1, @04nd the consolidated fiscal year
commencing on April 1, 2017, and 29.7% for tempyprdifferences that are expected to be
resolved in or from the consolidated fiscal yeanoeencing on April 1, 2018.

Due to this tax rate change, the deferred tax siss®d deferred hedge gains and losses
decreased by ¥1,547 million (amount obtained byudidg the amount of deferred tax
liabilities) and ¥2 million respectively, and incentaxes — deferred and valuation difference on
available-for-sale securities increased by ¥1,8#4om and ¥299 million respectively.
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2. Notes relating to changes in accounting policy
(Application of accounting standards, etc., intielato business combination)

Accounting standards such as “Accounting StandardBusiness Combinations” (Accounting
Standard No. 21, September 13, 2013, “Accountiran@rds for Business Combinations”), “Accounting
Standard for Consolidated Financial Statements”c@dating Standard No. 22, September 13, 2013,
“Accounting Standards for Consolidation”), “Accoing Standard for Business Divestitures” (Accounting
Standard No. 7, September 13, 2013, “Accountingncgted for Business Divestitures”) have been applied
from this consolidated fiscal year and the accagntnethod is changed to accounting for any diffeeedue
to changes in the Company'’s shareholding in a didygi for which the Company continues to have auntr
will as capital surplus, and accounting for thelwasijon-related costs as costs of the consolidéised! year
in which they were incurred. Further, with respertany business combination that carried out &fier
beginning of this consolidated fiscal year, thecartting method is changed to a method in whichcation
of acquisition cost revised based on finalizing teatative accounting treatment is reflected in the
consolidated financial statements for the constdididiscal year in which the business combinatiookt
place. In addition, statement of net loss, etcangended and statement of minority interests isnaew to
non-controlling interests.

The application of the Accounting Standards foriBess Combinations is in accordance with the
transitional provisions under the Accounting Staddafor Business Combinations No. 58 -ltem 2(4),
Accounting Standards for Consolidation No. 44 -mit&(4) and Accounting Standard for Business
Divestitures No. 57 — Item 4(4) and they are appfiem the beginning of this consolidated fiscahyto the
future.

As a result, the operating income, ordinary inc@and net income before taxes have decreased by
¥206 million respectively. The capital surplus la¢ nd of this consolidated fiscal year has deetbay
¥120 million. The final balance of the capital dugounder the consolidated statement of changesjuity
for this consolidated fiscal year has decreasedli2@ million.

Further, the net asset value per stock for thisaclisated fiscal year has decreased by ¥1.14 and
the net losses per stock for this consolidate@lfigear have increased by ¥0.72.

3. Notes to changes in presentation methods
“Assets related to trademarks” (¥15,795 milliorthe previous consolidated fiscal year) under the
intangible fixed assets had been included in thik€eointangible assets” under the consolidatednzalsheet,
however, this is listed independently from this salidated fiscal year as its importance has ine@as
“Allowance for officer’s retirement benefits” (¥5aillion in this consolidated fiscal year) of the
fixed liabilities had been independently listedtlie consolidated balance sheet, however, thiscladed in
and presented as “Other long-term liabilities” frahis consolidated fiscal year as its importance ha
decreased.

4. Notes to consolidated balance sheet
(1) Assets pledged as collateral

Notes and accounts receivable ¥2,036 million
Raw materials and supplies ¥41 million
Buildings and structures ¥118 million
Machinery and vehicles ¥461 million
Land ¥105 million
Other property, plant and equipment ¥10 million
Total ¥2,773 million

The above assets are pledged as collateral fot-&var loans payable in the amount of ¥1,281
million and long-term loans payable in the amour¥296 million.

(2) Accumulated depreciation of property, plant aadipment ¥690,820 million



(3) Contingent liabilities
The Company guaranteed liabilities in the amafn¥145,766 million in relation to the

guarantee of agreement performance of financialitini®ns, etc., mainly in respect of the
construction work, the order of which had been ptad by Permasteelisa S.p.A. and its subsidiaries,
etc. Other contingent liabilities consist of thldwing items:

Repurchase obligations for liquidation

of notes receivable ¥20,713 million

Business guarantees concerning

client companies of

the consolidated companies ¥5,307 million

5. Notes concerning consolidated statement of imcom
(1) Investigation cost
In relation to the fact that Joyou AG (“Joyou”) whiwas a subsidiary of GraceA Co., Ltd. was
insolvent from the time when its stocks were aagfliithe costs relating to fact finding investigatietc., of
Joyou incurred in this consolidated fiscal yearramrded as non-operating expenses.

(2) Loss on factory restructurings
The breakdown of the losses related to loss orofaaestructurings is as follows. The loss on
factory restructurings includes ¥1,934 million obyision of allowance for loss on factory restruaigs.

Costs for dismantling / disposing of ¥1,071 million
fixed assets

Penalty for termination ¥459 million
Special retirement benefit, etc. ¥338 million
Waste liquid disposal costs ¥310 million
Others ¥1,069 million
Total ¥3,249 million

(3) Loss on impairment on fixed assets
Loss on impairment of fixed assets have been apiated for the following assets in this

consolidated fiscal year Millions of Yen
Use Location Type and amount
Exterior building| Kamisu-shi, Ibaraki and Buildings and structures 589
materials others Machinery and vehicles 2,340
manufacturing facility Others 295
Total 3,224
Retail stores Otaru-shi, Hokkaido and Buildings and structures 185
others Machinery and vehicles 0
Others 41
Total 227
Underutilized assets, Takaoka-shi, Toyama and Buildings and structures 251
etc. others Machinery and vehicles 412
Land 384
Others 36
Total 1,084
Others - Goodwill 1,125
Total 1,125
0] Grouping method of assets

The categories for the purposes of managerial adtwufor which determinations of
earnings and expenses are continuously made aga tato consideration with respect to
assets for business and assets have been groupiediiigual property with respect to
underutilized assets, etc.

(i) Developments leading up to recognition of impairtiesses



(iii)

Due to the results of the exterior building matemianufacturing facility and retail stores
being sluggish and their profitability significapttieclining, and due mainly to the decision
making on the sale of the underutilized assets, #ie book values of such assets have been
decreased to a recoverable amount and approprededpecial losses. Goodwill was
appropriated when LIXIL-Haier Housing Products (@lao) Co., Ltd. was made a
consolidated subsidiary, but impairment losses vweo®unted for in this consolidated fiscal
year and recognized in special losses as the revitral was anticipated at the time of the
stock acquisition could no longer be expected.

Calculation of recoverable amount

The exterior building material manufacturing fagiliand retail stores have been
measured according to the utility value and catedldy discounting future cash flow by
7.5%. The underutilized assets, etc., have beenlynaieasured according to their net sale
value, and the intended sale price has been masdy for their appraisals. Goodwill has
been measured with the recoverable value being zero

(4) Loss related to investment in associated coigan

On May 18, 2015, LIXIL Corporation (“LIXIL") whichis a consolidated subsidiary of the
Company granted a guarantee in favor of financisfitutions in relation to the debts owed by Hongni
Zhongyu Sanitary Technology Ltd. (“Joyou HK"), dbsidiary of Joyou. As performance of such guargntee
LIXIL repaid the debt in the amount of ¥33,017 it to the financial institutions on the same day.

On May 21 of the same year, Joyou decided at igag@ment board meeting to file a petition for
commencement of bankruptcy proceedings and filebdokruptcy proceedings on May 22 of the same.year
The bankruptcy proceedings commenced on July tleisame year.

As a result, LIXIL has recorded allowance for ddubteceivables as it was unable to calculate a
reasonable estimate of the recoverable amountatioe to the unpaid amount of ¥27,937 million adhe
end of this consolidated fiscal year. The same andsirecognized in special losses as loss relaied
investment in associated companies.

6. Notes concerning consolidated statements ofgdsaim equity
(1) Class and total number of issued stocks args @dad number of treasury stocks

Class of Number of Increase inthg Decrease in Number of
stocks shares at number of the number of| shares at the
beginning of | shares inthe| sharesinthe end of the
the consolidated | consolidated | consolidated
consolidated fiscal year fiscal year fiscal year
fiscal year (thousand) (thousand) (thousand)
(thousand)
Outstanding Common 313,054 - - 313,054
stocks stocks
Treasury Common 26,702 12 667 26,046
stocks stocks
(Notes)

1. The increase in number of shares by 12 thousarmrésbétreasury stocks is due to the purchase

of stocks of less than one unit.

2. The decrease in number of shares by 667 thousamdsshf treasury stocks is due to a decrease
of 666 thousand shares by the exercise of stodkrgpaind a decrease of 0 thousand shares due

to an increased purchase of stocks less than ahe un




(2) Matters concerning dividends
(i) Payment of dividends

Total
Class of Amount of | Dividends
Resolution stocks Dividends | per stock Record date Effective date

(Millions (Yen)

of Yen)
Board of Directors| Common
meeting held on stocks 8,590 30 |March 31, 2015| June 29, 2015
June 8, 2015
Boar(_:i of Directors Common September 30, | November 27,
meeting held on 8,599 30
November 2, 2019 stocks 2015 2015

Total 17,190

(i) Dividends with a record date occurring in tkisnsolidated fiscal year with the effective dat¢he
dividends occurring in the next fiscal year

Total
. Class of Amgunt of Dividend Dividends Record | Effective
Resolution stocks Dividends per stock
. Resource Date Date
(Millions of (Yen)
Yen)
Board of
Directors Common 8,610 Earned 30 March May 31,
meeting held on stocks ’ surplus 31, 2016 | 2016
May 17, 2016

(3) Number of shares that will be the subject-mmattfethe stock acquisition rights (those for whitte
exercise period has arrived) as of the last ddhisfconsolidated fiscal year
4" Stock Acquisition Rights by the resolution of tyeril 17, 2012 Board of Directors Meeting:
1,386,000 shares
5" Stock Acquisition Rights by the resolution of #eril 15, 2013 Board of Directors Meeting:
4,495,000 shares

7. Notes concerning financial instruments
(1) Matters concerning positions of financial instients
(i) Group policy for financial instruments
The Group procures the necessary funds, mainly tmars and the issuance of corporate bonds,
to achieve its fundamental management strategiébl@iv Business Model," "Globalization" and
"Transformation." Temporary cash surpluses arestegein high safety financial assets. Derivative
transactions are used, not for speculative purpbsgsolely for financial risk hedging purposes.

(ii) Nature and extent of risks arising from fingddnstruments and risk management structure

Receivables such as trade notes and trade ascarenbperating receivables arising from
credit transactions with customers, and are exptsedistomer credit risk up to the expiration
date. To prepare for such risk, the Group makesrtsffto be aware of any signs of credit
deterioration based on day-to-day management déatmin status, etc. and also evaluates its
customers’ credit risks on a regular basis, coridgcas necessary, matters such as the revision of
trading conditions and protection of the Group&itis.

Loans receivable are mainly for the associatetipemies and the Group monitors the
financial conditions, etc. of such associated carngson a regular basis.

Investment securities are mainly stocks of corrgmatihat have a business relationship with
the Group and debt securities managing cash sesplukhose traded on the stock market are
exposed to the risk of market price fluctuations] aurrent value fluctuations are determined and



(i)

reported to officers of the Company on a regulasihalhose that are not traded on the stock
market, which are mainly stocks of the associatedpanies, are exposed to the risk of reduction
in real value and the Group verifies the financiahditions, etc. of such companies on a regular
basis. Furthermore, pursuant to its fund managememilations, only debt securities of high
safety are used in managing cash surpluses, arumdti risks are, therefore, limited.

Payment terms of operating payables, such as trates and trade accounts, as well as of
corporate tax payables, etc. are, in most cases{tan one year.

Loans payable, corporate bonds and convertibleddtgpe bonds with stock acquisition
rights are financing mainly in relation to businesansactions, capital investments, other
investments and loans. Although a part of suchfiing is based on variable interest rates and, as
such, are exposed to interest rate fluctuationsriskd foreign exchange risks, these risks are
mitigated by using derivative transactions (intereste swap transactions, interest rate and
currency swap transactions) for hedging purposes.

Derivative transactions include forward foreigarrency contracts, interest rate and
currency swap transactions, interest rate swapsaions and commodity swap transactions.
Derivative transactions are only traded betweerh higedit rating financial institutions and
financial and accounting divisions and the puraimgsand distribution division of the Group.
Important derivative transactions are decided ugnmh managed based on regulations concerning
proposals to be submitted to the Board of Directomseting regulations and the internal
administration rules of each company. The transaatesults are reported to the officers of the
Company on a monthly basis.

Supplementary descriptions concerning mattegating to current values, etc. of financial
instruments

Current values of financial instruments includeafue based on a market price. If a market
price is not available, current values of finandi@truments would include other reasonably
calculated values. Such calculation involves chagdactors and the current value may vary if
different assumptions, etc. are used.



(2) Matters concerning current values, etc. ofritial instruments
As of March 31, 2016, the amounts recorded amfifal instruments on the consolidated
balance sheet, the current values of financialruns¢énts and the differences thereof were as
shown below. The table below does not include dawyns, the current values of which are
extremely difficult to be determined (Please seé&Nbbelow).
Millions of Yen

Carrying amount
Cor?:otl?deate d Current value Differences
Balance Sheet
(i) Cash and deposits 151,833 151,833 -
(i)Notes and accounts receivable 412,780
Allowance for doubtful receivables (*1) A 3,256
409,524 409,524 —
(iii) Short-term loans receivable 6,125
Allowance for doubtful receivables(*2) AT
6,117 6,117 -
(iv) Investment securities 45,526 48,934 3,408
(v) Long-term loans receivable(*3) 3,146
Allowance for doubtful receivables (*4 A 42
3,104 3,369 264
Total Assets 616,106 619,779 3,673
() Notes and accounts payable 234,240 234,240 —
(ii) Short-term loans payable 85,590 85,590 —
(i) Income tax payable 18,063 18,063 —
(iv) Corporate bonds 70,000 70,490 490
(v) Convertible bond-type bonds with stock 120,000 119,070 A 930
acquisition rights
(vi) Long-term loans payable (*5) 350,600 352,499 1,899
Total Liabilities 878,493 879,953 1,460
Derivative transactions (*6) (3,750 (3,750 —

*1  Allowance for doubtful receivables concerningieés and accounts payable is deducted.

*2  Allowance for doubtful receivables concernirigg-term loans receivable is deducted.

*3 Long-term loans receivable include those tabkected within a year.

*4  Allowance for doubtful receivables concerniogd-term loans receivable is deducted.

*5 Long-term loans payable include those to be péthin a year.

*6 Claims and liabilities recorded due to the dative transactions are as shown as net, and ()
denotes net liabilities.

Notes:
1. Matters concerning the method of computing eurwalues of financial instruments and short-term
investments and derivative transactions

Assets
(i) Cash and deposits;
Due to the short maturities of these items, theent values of these items approximate
their book values and, therefore, such book vadwesised in respect of these items.

(i) Notes and accounts receivable
Due to the short maturities of these items, theent values of these items approximate
their book values after the deduction of the alloeeafor doubtful receivables and, therefore, such
book values are used in respect of these items.
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(iii) Short-term loans receivable
Due to the short maturities of these items anel wutheir current values approximating
their book values, book values are used in respiethese items taking into account the credit
risks involved.

(iv) Investment securities
These current values of stocks are based on #nketnprices of stock exchanges and the
current values of debt securities are mainly basegrices offered by correspondent financial
institutions.

(v) Long-term loans receivable
The current values of these items are calculdtgddiscounting the total amount of
principal and interest at the interest rates exgmktd apply in providing similar new loans and
further taking into account the credit risks invedv However, as loans based on floating rates
reflect market interest rates over a short peribdtime, the current values of these items
approximate their book values, unless the creditding of the debtor has changed significantly
from the time of lending and, therefore, such beakies are used in respect of these items.

Liabilities
(i) Notes and accounts payable; (i) Short-terrmiopayable; (iii) Income tax payable
Due to the short maturities of these items, theent values of these items approximate
their book values and, therefore, such book vadwesised in respect of these items.

(iv) Corporate bonds; (vi) Long-term loans payable

Current values of corporate bonds are calculatsied on the market prices. The current
values of long-term loans payable are calculatedibyounting the total amount of principal and
interest at interest rates expected to apply iaiolitg similar new loans. However, as loans based
on floating rates reflect market interest ratesr@/ghort period of time and the credit standing of
the Company has not changed significantly fromtthe of the issuance or the borrowing, the
current values of these items approximate theikh@bues and, therefore, book values are used in
respect of these items.

(v) Convertible bond-type bonds with stock acqiositrights
The market value thereof is in accordance withvlilue presented from the correspondent
financial institutions.

Derivative transactions
Current values of derivatives are calculated thase the prices, etc. offered by
correspondent financial institutions. Calculatiohderivatives which are based on the special
treatment of interest rate swaps, etc. are sulbjeattegrated treatment with hedged long-term
loans payable and, therefore, the current valudiseske items are included in the current values of
such long-term loans payable.

2. Financial instruments, the current values ofcltdre extremely difficult to be determined
Millions of Yen

Category Carrying Amount

on the Consolidated Balance Sheet

Unlisted stocks 27,259

The financial instruments above are not incluifethe “Assets (iv) Investment securities”
because their market prices are not available lagid turrent values are extremely difficult to be
determined.
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8. Notes concerning lease properties, etc.

Some of the consolidated subsidiaries own certease properties such as rental commercial
facilities and underutilized real estate in Tokyodaother areas. The carrying amounts of these lease
properties, etc. recognized in the consolidatedariad sheet, the increase and decrease during the
consolidated fiscal year and the fair values thieae® as shown below.

Millions of Yen

Carrying Amount

on the Consolidated Balance Sheet Current value at the
Balance at beginning Increasg or decrease Balance at end of the engl of the.
; during the . ) consolidated fiscal
of the consolidated . ' consolidated fiscal
. consolidated fiscal year
fiscal year year
year
31,623 A1,786 29,837 28,380

(Notes)

1. The carrying amount recognized in the constdidlabalance sheet is the amount obtained by
deducting accumulated depreciation and accumulatpdirment losses from acquisition cost.

2. Of any increase or decrease during this coretgitifiscal year, a major amount of increase is new
acquisition (¥3,317 million), and a major amount addcrease is sales (¥4,038 million) and
depreciation expenses (¥988 million).

3. The current value of properties as of the enthefconsolidated fiscal year is mainly real-estate
appraiser’s real estate appraisal value (incluthinge adjusted by indicators, etc.).

Furthermore, gains and losses on lease propegtiegjuring this consolidated fiscal year re akied:
Millions of Yen

Carrying Amount
on the Consolidated Statements of Income

Rental revenue Rental expenses Differences Other gains and losses
6,124 3,654 2,469 4,386
(Note)
1. Rental revenue and rental expenses are compfsesht income and corresponding expenses

(depreciation expenses, repair expenses, insurpreseiums, taxes and dues, etc.), each of
which is recorded mainly under “non-operating raxesi and “non-operating costs.”

2. Other gains and losses are mainly gain on shléxed assets, which is recorded under
“extraordinary gains.”

9. Notes concerning business combinations, etc.
(1) Acquisition of GROHE Group S.a r.l. stocks biXIL Corporation and GROHE Group S.a r.l., etc.
becoming consolidated subsidiaries

On December 10, 2014, LIXIL Corporation (“LIXIL"g consolidated subsidiary of the Company,
executed a stock transfer agreement with respeGROHE Group S.a r.l. (“GROHE"), which is
indirectly owned by GraceA Co., Ltd. (“GraceA”),jaintly controlled enterprise that is an equity
method affiliated company, with Cai GmbH (“Cai”),stockholder of GROHE, and LIXIL came to
acquire the GROHE stocks owned by Cai (“Acquisitioh GROHE Stocks”). In addition, on
December 10, 2014, LIXIL and Development Bank gialalnc. (“DBJ”) have agreed to amend the
shareholders’ agreement entered into between L&Xid DBJ on September 26, 2013 (“Shareholders’
Agreement”). Furthermore, on April 1, 2015, Graca#d its subsidiary GraceB S.a. r.l. (“GraceB”),
which directly owns GROHE stocks, and GROHE haveob® consolidated subsidiaries of the
Company as a result of the Acquisition of GROHEc&soand the amendment of the Shareholders’
Agreement.

In the Shareholders’ Agreement, DBJ has the righdémand that LIXIL, or a third party
designated by LIXIL and consented by DBJ, purctakef the preferred stocks of GraceA owned by
DBJ during the period from September 26, 2016 tot&Suber 26, 2020 (“Put Option”). On the other
hand, in such agreement, LIXIL has the right to dechthe sale to LIXIL, or a third party designated
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by LIXIL and consented by DBJ, of all of the prefst stocks of GraceA owned by DBJ during the
same exercise period of the Put Option describedely‘Call Option”). The value of the exercise of
the right if DBJ exercises the Put Option is an amiccalculated by a calculation method agreed in
advance between DBJ and LIXIL, and the value ofetercise of the right if LIXIL exercises the Call
Option is an amount calculated based on a calonlatiethod agreed in advance that is separate from
the exercise conditions of the Put Option. Furti@endepending on the timing of the exercise of the
options, there is a possibility that the purchaseepat the time of exercise will be higher than
GraceA'’s estimated stock value and losses will nccu

(i) Overview of the business combination
a. Name of the acquired company and business donten
Name of the acquired company: GraceA Co., Ltd.
Business content: The management and advice tbubmess activities of GROHE and any
business incidental thereto.
b. Main reason for business combination

The Group is proactively planning the overseas esio@ in aiming for the achievement “to
become a global leader in the building materiald hausing equipment industry,” which is the
business goal, and in August 2013, LIXIL acquir®@®% of the stocks of ASD Americas Holding
Corp. (currently ASD Holdings Corp., “ASB”), whicmanufactures and sells sanitary wares and
plumbing products such as bathtub under the brdn@neerican Standard, etc. in the North
American market, and acquired 87.5% of the outstendtocks of GROHE through GraceA and
GraceB, of which LIXIL and DBJ each has 50% of tlating rights, by a joint investment with
DBJ.

Under such circumstances, where business was hmpegated by each group—in Japan
centered around LIXIL, in the North America regicentered around ASB, and in Europe and Asia,
etc. centered around GROHE—the Group consideredl¢bally grouping the business synergies
as the Group as a whole, (2) having each busimesgp dold responsibility for the earnings and
expenses as an inner company of the Group, (3pasorg the expertise of each business by
grouping each of the same businesses of the Gr@)pspeeding up the decision-making by
delegating authority to the heads of each busireasd,(5) as a result thereof, shifting to a new
structure of the Group as a business model of tleeiisthat pursues growth and high profitability
as the Group, and on November 4, 2014, the Grogfel@ to shift to a system, wherein the 4
technology companies that cross the group, (i) LIXVater Technology, (ii) LIXIL Building
Technology, (iii) LIXIL Housing Technology and (WIXIL Kitchen Technology, are established
under LIXIL.

We believe that by grouping the businesses conduoteach region by technology business,
the Group’s shift to a company system has the egfi@tintent of speeding up globalization,
increasing the management efficiency to the fullest maximizing use of global human resources
by placing them to the right job and place.

Of these technology businesses, LIXIL Water Tecbgylglobally integrates the plumbing
business that has been managed by each compangnamabes it as one business group, and
although the GROHE group, which has a global sakwork centered in Europe and Asia, is
expected to have an important role in LIXIL Wateechnology, if GROHE remains to be
controlled as a jointly controlled enterprise, trexision-making to realize the new business model
of LIXIL Water Technology requires time and theseai possibility that the effect of incorporating
profits including synergy into the Group will bernited. There, the Company made GraceA and
GROHE and the other companies consolidated subgslidy intending the speed up of the
decision-making as LIXIL Water Technology and toxingize the effects of incorporating the
profits in the Group, and for the integral opemataf business with the GROHE group.

c. Date of business combination
April 1, 2015
d. Legal form of business combination and the nafitbe company after combination
Legal form of business combination: Becoming a gliasy involved with the acquisition of
stocks of GROHE by LIXIL and amendment of the Shatéers’ Agreement.
Name of the company after combination: GraceA Cul,
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e. Proportion of voting rights acquired

Proportion of voting rights of GraceA held immedigtbefore the business 50%
combination

Proportion of voting rights of GraceA additiona#lgquired on the date of the - %
business combination

Proportion of voting rights of GraceA after acqtitsi 50%

Furthermore, the proportion of the voting rights GROHE that LIXIL additionally
acquired through the Acquisition of GROHE Stocksl&5%, and by combining with the
proportion of voting rights owned by LIXIL throudghbraceA, the proportion of the voting rights
of GROHE that the Company owns after the acquisitias become 56.25%.

f. Main reason leading to the decision on the atugibusiness
LIXIL acquired GROHE Stocks and also came to cdritre decision-making institution of
GraceA by the amendment of the Shareholders’ Agee¢m
(ii) Period of the acquired business’s performanctuded in the consolidated financial statements
There is April 1, 2015 to March 31, 2016.
Furthermore, the settlement date of GROHE velich is a subsidiary of GraceA, is December
31, and since the difference with the consolidatttiement date does not exceed 3 months, the
period of GROHE, etc.’s performance included in¢basolidated financial statements is from
April 1, 2015 to December 31, 2015.
(iif) Acquisition cost and breakdown by type of siteration of the acquired business
Market value as of the business combination dateetGraceA stocks
held immediately prior to the business combination: ¥67,482 million
Acquisition cost ¥67,482 million
Furthermore, the consideration of the acquisitivolving the Acquisition of GROHE Stocks is
¥21,150 million (205 million euro) cash, of whichith respect to the ¥7,869 million equivalent to
the stock value of Joyou AG indirectly held by GREB)Hhe Company has recorded such amount in
special losses as loss related to investment ocadsd companies in the previous consolidated
fiscal year.
(iv) Content and amount of the main acquisitioratetl expenses
Advisory fees, etc.: ¥339 million
(v) Difference in the acquisition cost of the acqdibusiness and the total amount of acquisitict lop
transaction leading up to the acquisition
Loss on step acquisition: ¥6,306 million
(vi) Amount of goodwill, cause of goodwill, amoriton method and amortization period
a. Amount of goodwill
¥157,254 million (1,220 million euro)
b. Cause of goodwill
Since the acquisition cost exceeded the net amallodated to accepted assets and assumed
liabilities, the Company records the excess amasmgoodwill.
¢. Amortization method and amortization period
Evenly amortized over 20 years

(vii) Assets accepted on the business combinatie@ adnd the amount of assumed liabilities and their
major breakdowns

Current Assets ¥78,983 million
Fixed Assets ¥392,652 million
Total Assets ¥471,636 million
Current Liabilities ¥195,733 million
Fixed Liabilities ¥121,727 million
Total Liabilities ¥317,461 million
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(viii) Amount of acquisition costs allocated toangible fixed assets other than goodwill and its
breakdown by principal types and the weighted aye&mortization period by principal type

Breakdown by principal type Amount Weighted average
amortization period
Trademark-related assets ¥177,928 million Non-amortizable
Customer-related assets ¥22,349 million 13 years
Technology-related assets ¥9,006 million 6 years
Total ¥209,285 million -

(2) Transfer of AMTRONIC Pte. Ltd.’s stocks
(i) Overview of the transfer
a. Name the transferee company and business content
MEITE PROJECT PTE. LTD.
b. Name of the transferred company and businesgicbn
Name of transferred company: AMTRONIC Pte.Ltd.
Business content: Holding company of Shanghai &/€itrtain Wall System Co., Ltd.
Furthermore, due to the stock transfer of AMTRORte.Ltd, its Chinese subsidiary Shanghai
Meite Curtain Wall System Co., Ltd. is no longesudosidiary of the Company.
c. Main reason for transfer
The transfer was conducted based on the Confpemyp’s strategy to establish an effective
portfolio to secure higher profitability and growtbtential.
d. Stock transfer date
March 31, 2016
e. Overview of transfer including legal form
Legal form: Stock transfer
Number of shares transferred: 93,188,140 shares
Transfer amount: 1 Singapore dollar
Equity ratio after transfer: -%
(ii) Overview of executed accounting process
The Company has recorded ¥6,018 million of mssales of stocks of associated companies as
special losses, in this consolidated fiscal yeaseld on “Accounting Standards for Business
Divestitures” (Accounting Standard No. 7, Septemt#r2013) and “Guidance on Accounting
Standard for Business Combinations and Accounttagdard for Business Divestitures” (Guidance
on Accounting Standards No. 10, September 13, 2013)
(i) Estimated amount of profits and losses regagdhe separated business that is recorded in the
consolidated profit and loss statement of this obidated fiscal year
Sales: ¥19,618 million
Operating loss: ¥5,984 million
Furthermore, these estimated amounts are theawialint of AMTRONIC Pte. Ltd. and Shanghai
Meite Curtain Wall System Co., Ltd.

10. Notes concerning per stock information
(1) Net asset per stock: ¥1,894.55
(2) Net loss per stock: ¥65.11

11. Other notes
Amounts are stated rounding off any fraction urétemillion.
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Notesto Non-Consolidated Financial Statements

1. Notes to significant accounting policies
(1) Valuation standards and valuation method for séeari

(i) Stocks of subsidiaries and Stated at cost determined by the moving-
affiliated companies: average method.

(i) Other securities
Marketable securities: Stated at current value based on the market
prices, etc as of the last day of the
accounting period (evaluation difference is
reported in a separate component of equity;
the cost of securities sold is determined by
the moving average method).

Non-marketable securities: Stated at cost determined by the
moving-average method.

(2) Method of depreciation of fixed assets
(i) Property, plant and Equipment Determined by the declining-balance
(excluding leased assets): method.

(i) Leased assets

Leased assets related to finance Depreciated by the straightte method witt
lease transactions that do not transfer the useful life being the lease period and
ownership: with a residual value of zero.

(3) Accounting standards for calculation of allowances
(i) Allowance for bonuses: In order to prepare for the payment of
bonuses, etc. to employees, the Company
appropriates this amount based on the
expected payment amount.

(ii) Allowance for bonuses for directors and  In order to prepare for the payment of
officers: bonuses, etc. to directors and officers, the
Company appropriates this amount base
the expected payment amount.

(4) Accounting of convertible bond-type bonds with &tecquisition rights
Recorded according to issuance of straight bondhowit differentiating the consideration
portion of the stock acquisition right from the saferation portion of the corporate bond.

(5) Accounting of consumption tax, etc.
Amounts are stated excluding consumption tax, etc.
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2. Notes to the balance sheets
(1) Accumulated depreciation of property, plant andigapent:

(2) Guarantee obligations
Transfer through liquidation of receivables anchipayable
for the following associated company are guaranteed
LIXIL Group Finance Corporation

Deposits payable for the following associated compare
guaranteed:
LIXIL Corporation

Fulfilment of an agreement, etc. pertaining to stounction
orders for the following associated company is gntaed:
Josef Gartner GmbH

Accounts payable for the following associated comypare
guaranteed:
Grohe AG

(3) Short-term monetary receivables and liabilitiedweissociated
companies
Short-term monetary receivables with associatedpaomies:
Short-term monetary liabilities with associated pamies:

3. Notes to statements of income
Transaction volume with associated companies
Volume of operating transactions
Proceeds from dividends from associated companies:
Proceeds from management contributions from assaktia
companies:

Other volume of operating transactions with asgediaompanies:

Non-operating transactions with associated comganie
4. Notes to statement of changes in equity

Type and number of treasury stocks at the endeofisical year
Common Stocks
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¥15 million

¥135,707 million

¥514 million

¥15,213 million

¥358 million

¥152,079 million
¥313 million

¥11,995 million
¥2.899 million

¥1,492 million
¥877 million

26,046,892 shares



5. Notes to tax effect accounting
(1) Breakdown of deferred tax assets and defeeedldbilities according to main reason of accrual
Deferred tax assets:

Unrealized gain/loss on stocks of associated coiapan ¥2,858 million
Denial of loss on valuation of investment secusitie ¥1,197 million
Deferred loss on assignment of stocks of assoc@iethbanies ¥492 million
Other ¥509 million
Subtotal; ¥5,058 million
Less valuation allowance: A¥5,058 million
Total deferred tax assets ¥--- million
Deferred tax liabilities:
Other unrealized gain/loss on securities A ¥851 million
Deferred gain on assignment of stocks of assoc@iathanies A ¥961million
Other A ¥0million
Total deferred tax liabilities: A ¥1,813million
Net deferred tax liabilities: A ¥1,813million

(2) Revision of the amounts of deferred tax assetsdeferred tax liabilities due to changes of tax
rates of corporation taxes, etc.

The “Act for Partial Revision of the Income Tax Aetc.” (2016 Act No. 15) and the “Act for Partial
Revision of the Local Tax Act, etc.” (2016 Act NIB) were enacted on March 29, 2016 at the Diet, and
the lowering, etc. of corporation tax rates, etgdn to be made starting from the fiscal years cenwing
on or from April 1, 2016. In association therewithe effective statutory tax rate used in calcotati
deferred tax assets and deferred tax liabilitigsichvhad previously been 33.1%, will become 30.9%6 f
temporary differences that are expected to bevedah the fiscal year commencing on April 1, 2Gi@l
the fiscal year commencing on April 1, 2017, and30for temporary differences that are expecteloeto
resolved in or from the fiscal year commencing qmilAL, 2018.

Due to this tax rate change, the amount of defetaadliabilities decreased by 99 million yen, and
income taxes-deferred decreased by 52 million Yauation difference on available-for-sale secasiti
increased by 46 million yen.
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6. Notes to transactions with related parties
(1) Subsidiaries and Affiliated Companies, etc.

(Unit: millions of Yen)

Proportion of Relationship Transact Balance
Associatio| Company | Voting Rights| . Transaction X Account -
n Name (or with Content on Iltem at Fiscal
. Related Party Amount Year-End
Ownership)
Subsidiary |LIXIL Direct: Control and Acceptance of 646/Accrued 44
Corporation 100% management dispatched expenses
through ownershilworkers
of stocks, holding (Note 1)
officer's posts
concurrently Receipt of 2,38§Accounts due 214
management
contributions
(Note 2)
Subsidiary |LIXIL Group Direct: Control and Loaning of funds 151,666Short term loans 151,666
Finance 100% management (Note 3) receivable
Corporation through ownershi
of stocks, holdingReceipt of interest 674 Accounts due 57
officer's posts (Note 3)
concurrently
Guarantee for 135,707 — —
liabilities
(Note 4)
Receipt of 145Accounts due 11
guarantee charge
(Note 4)
Subsidiary |Josef Gartner| Indirect: Control and Guarantee for 15,213 — —
GmbH 100% management liabilities
through ownershi/(Notes 5)
of stocks

Trade conditions and determination methods, etc.

(Note 1) The labor cost for dispatched workers paid by LIXJbrporation was adjusted at actual cost.

(Note 2) The amount was charged based on the sales of isalgry and the number of people.

(Note3) The loan rate was reasonably determined in lighthef procurement interest rate. The
transaction amount for the loaning of funds is shhdw the loan balance at the end of the
fiscal year.

(Note4) The guarantee rate was reasonably determinedhh digthe market level and the degree of

(Note5) The said guarantee was a guarantee for fulfillmafintan agreement, etc. pertaining to

risk.

construction orders. Considering the degree of gslarantee charges are not charged.
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(2) Officers and individual main shareholders etc.

(Unit: millions of Yen)

Name of Proportion of Relationshi Balance
Company,| Voting Rights . Pl Transaction | Transaction Account -
Class . with at Fiscal
etc. or (or Ownership) Content Amount Iltem
e Related Part Year-End
Individual (%)
Director and| Execution of
Officer and hi§ Takashi (Ownership Executive stock 11 o .
close relative| Tsutsui Direct0.0 Officer of the|acquisition righ
Company (Note)
Execution of
Officer and hig Yoshinobu| (Ownership  |Director of the stock 11 o .
close relative| Kikuchi Direct0.0 Company |acquisition righ
(Note)
Execution of
Officer and hi§ Keiichiro (Ownership  |Director of the stock
. . S 10 — -
close relative Ina Direct0.1 Company |acquisition righ
(Note)
Execution of
Officer and hig  Fumio (Ownership  |Director of the stock 23 o .
close relative]  Sudo Direct0.0 Company |acquisition righ
(Note)
Executive Execution of
Officer and his  Sachio (Ownership . stock
. ) Officer of the e a7 — —
close relative| Matsumoto Direct0.0 acquisition righ
Company
(Note)
Officer of Execution of
significant Haruo Director of the stock
subsidiary and Shirai — subsidiary of|acquisition righ 16 — —
his close the Company (Note)
relative
Officer of Execution of
significant RVOU Director of the stock
subsidiary and Ni{1ei — subsidiary of|acquisition righ 11 — —
his close the Company (Note)
relative

Trade conditions and determination methods, etc.

(Notes) Execution of stock acquisition right delses the exercise of the stock option for the cdirren
fiscal year granted by the resolution of the Baafr®irectors Meeting on April 17, 2012 and the
resolution of the Board of Directors Meeting on a6, 2013. The transaction amount is the
stocks given under the exercise of the stock ogiotthe current fiscal year multiplied by the
amount paid.

7. Notes to per stock information
(1) Net asset per stock
(2) Netincome per stock

1,705.00 yen
41.46 yen

8. Other notes
Amounts are stated rounding off any fraction unéiemillion.
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