Rinnai Corporation
Securities Code: 5947

Rinnai
Notice of Convocation of

the 67th Ordinary General Shareholders’ Meeting
to Be Held on June 28, 2017

IDATE AND TIME |
Wednesday, June 28, 2017 at 10:00 a.m.

7F (“Tsubaki-no-ma” Room), Meitetsu New Grand Hotel
6-9, Tsubaki-cho, Nakamura-ku, Nagoya-shi (nexh&oBic Camera store)

| Matters for Resolution |

First Item on the Agenda:

Approval of the proposed appropriation of retaieathings
Second Item on the Agenda:

Election of seven (7) directors

Third Item on the Agenda: Audit & Supervisory Board
Election of one (1) substitute member

Contents

Notice of Convocation of the 67th Ordinary 02
General Shareholders’ Meeting (Attachment)

Business Report 05
Consolidated Financial Statements 20
Nonconsolidated Financial Statements 22
Independent Auditor’s Report 24
Guide to Voting 29

This document has been prepared as a guide fodaqmamese investors and contains
forward-looking statements that are based on manegés estimates, assumptions and
projections at the time of publication. A numbefaxtors could cause actual results to differ
materially from expectations. This document isamstation of the Japanese-language original.



Securities Code: 5947
June 6, 2017
To the Shareholders of Rinnai Corporation
Hiroyasu Naito
President
Rinnai Corporation
2-26, Fukuzumi-cho, Nakagawa-ku, Nagoya-shi,
Aichi 454-0802, Japan

;

Notice of Convocation of
the 67th Ordinary General Shareholders’ Meeting
to Be Held on June 28, 2017

You are cordially invited to attend the 67th Ordin&eneral Shareholders’ Meeting of Rinnai
Corporation (the “Corporation”). Details of the rtiag are given below.

In the event that you are unable to attend the me#tg, you can exercise your voting 5
rights in written form or by electromagnetic method (the Internet and mobile phone), as g
stated on the page 3 - 4. The forms must arrive #he Corporation no later than 5:20 p.m. n;
on Tuesday, June 27, 2017. E

=
1.DATEAND TIME Wednesday, June 28, 2017 at 10:00 a.m. R
2.PLACE 7F (“Tsubaki-no-ma” Room), Meitetsu New Grand Hotel
6-9, Tsubaki-cho, Nakamura-ku, Nagoya-shi (nexh&Bic Camera store)
3.AGENDA Matters for Reporting:
1. The Business Report, report on the Consolidgiegncial Statements,
and the results of the audit of the Consolidatedufcial Statements by 3
the Independent Auditor and the Audit & SupervisBoard Member for g
the 67th Fiscal Year (from April 1, 2016, to Mai@h, 2017). g
2. Report on the Nonconsolidated Financial Statésii®r the 67th Fiscal =
Year (from April 1, 2016, to March 31, 2017). =
Matters for Resolution: 5
First Item on the Agenda: E
Approval of the proposed appropriation of retaieachings i

Second Item on the Agenda:
Election of seven (7) directors
Third Item on the Agenda:
Election of one (1) substitute Audit & Supervis@gard Member
-END-

Rinnai Corporation website: http://www.rinnai.co.jp/

® Notes to Consolidated Financial Statements, Coriesld Statements of Changes in Shareholders’ Equrity
Notes to Nonconsolidated Financial Statements, blosalidated Statements of Changes in Shareholders
Equity are posted on the above website accordinawe and Article 16 of the Corporation’s Article$
Incorporation, and so are not included the NoticEanvocation. These items posted on the website haen
included in audits by the independent auditor andlid& Supervisory Board Members, along with each
document described in the Notice of Convocation.

® For those planning to attend the meeting in perglaase submit the attached Exercise of Voting Rifirm at
the reception desk upon your arrival.

® Any changes to attached Shareholder Reference llateBusiness Report, and Nonconsolidated Financia
Statements and Consolidated Financial Statemeiitseyposted on the above Corporation’s website.
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Guide to Exercise of Voting Rights

You can exercise your voting rights by the follogrihree means.

[Exercise of voting rights by attending the meetingn person]

Please submit the enclosed Exercise of Voting Rigbtrm at the reception desk
upon your arrival.
1. DATE AND TIME: Wednesday, June 28, 2017 at 10:00 a.m.
2. PLACE: 7F (“Tsubaki-no-ma” Room), Meitetsu New Grand Hote
6-9, Tsubaki-cho, Nakamura-ku, Nagoya-shi
(next to the Bic Camera store)

[Exercise of voting rights by mail]

Please indicate your approval or disapproval ofpifeposals on the enclosed
Voting Rights Form, and mail the Form to the Cogtian. The form does not need
any stamps.

Deadline: Arriving to the Corporation by 5:20 p.m. on Tuesday, June 22017

[Exercise of voting rights byinternet and others]

Please access the Online Voting Website from yommter, smart phone or

mobile phone. First use tH€ode” and“Password” shown on the enclosed

Voting Rights Form, then follow the instructions the screen and enter your
approval or disapproval of the proposal.

Website URL to exercise voting righfattp://www.web54.net(Japanese only)
Deadline: Receivedy the Corporation by 5:20 p.m. on Tuesday, June 22017

1. Voting rights may be exercised via the Interneydnyt accessing the above
Online Voting Website designated by the Corporation

2. The deadline for exercising voting rights is 5:20pmTuesday, June 27, 2017.
We recommend you exercise your voting rights earlie

3. Any costs arising from access to the Online Vollviepsite for exercising
voting rights (such as Internet connection feesg)ldie borne by the
shareholder.

é
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Notice for exercising voting rights

1. If you have exercised your voting rights more tbagce, the last exercise of voting rights
shall be deemed valid. If the voting form arrivéshe Corporation on the same day that
you vote by mail and internet, the online vote ktakle precedence.

2. The Code on the Voting Form is valid for this Oyt General Shareholders’ Meeting
only.

3. If an incorrect password is used more than a spdaifumber of times, it will become
inoperative. Shareholders who wish to have a nessward issued are asked to apply by
following the instructions on the screen.

4. The ability to exercise voting rights via persooainputer or smartphone is dependent
upon network environment and access may be hindieyedr environment features a
firewall is set for the Internet connection, amis software has been installed or a proxy
server is used.

5. Should you be unsure of how to operate your petsmmaputer or mobile phone in
relation to exercising your voting rights usingadtfemagnetic means, please contact the
support desk at the number indicated below.

ﬁ

Business Report

[For institutional investors]

Institutional investors are also eligible to exsecvoting rights via the “Electronic Voting
Platform” run by ICJ, Inc.

Contact Transfer Agent Web Support, Sumitomo Mitsui Trust Bank, Limited
Direct dial in Japan: 0120-652-03XHours: 9:00 am-9:00 pm, Toll Free)

Financial Statements
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Business Report
April 1, 2016, to March 31, 2017

1. Consolidated Business Overview

(1) Consolidated Business Results

In the fiscal year under review, the world economas characterized by heightened uncertainty
amid ongoing economic slowdown in China and otimeerging Asian nations, as well as the
decision of the United Kingdom to exit the Européhrion. In the United States, moreover,
concerns about policies of the new administratioua not be allayed, making the outlook
difficult to predict. Meanwhile, moderate econorgiowth continued in Japan, reflecting
improvements in employment and worker income camaktand a turnaround in personal
consumption.

The domestic housing appliance industry was budyeahn increase in new housing
starts stemming from various government measursspport residential purchases, as well as
lower home loan interest rates. Replacement derfranrdliable housing appliances also
firmed.

Under these conditions, the Rinnai Group endeddéicend year of its medium-term
business plan, entitled Evolution and Successidir 2@hich began in April 2015. Under the
plan, we sought to ensure the “succession” of ogparate culture and spirit attained through
our history, while emphasizing “evolution” of oundiness model so we can create new
products and services that benefit society.

With respect to revenue, we reported a year-on-dypeagase in net sales thanks to
healthy sales of water heaters in China and théedr8tates, as well as the addition of Gastar
Co., Ltd., which became a consolidated subsidiens was despite the impact of the yen’s
appreciation. On the earnings side, we posted edgse in operating income due to a rise in the
sales ratio for low-priced products in Japan, a6 agdepressed unit sales of kitchen appliances
and home heaters.

As a result, consolidated net sales for the yearumted to ¥330,256 million, up 3.2%
from the previous year. Operating income slipp@&d4,.to ¥34,056 million, and ordinary
income was down 1.5%, to ¥35,280 million. Net ineoattributable to owners of the parent
declined 1.7%, to ¥22,322 million.

Our results by geographical segment were as follows

Japan

In Japan, we enjoyed an increase in sales of dtamalavater heaters amid growth in the home
rental market. We also benefited from healthy safetishwasher/dryers thanks to enhancement
of our lineup for the replacement market, as welliam sales of gas clothes dryers—a
distinctive Rinnai strength—and oBCO ONE hybrid water heaters with heating systems.
Accordingly, sales in Japan rose 5.7% year on yea189,036 million. However, an increase

in sales of low-priced products led to a declinéhim sales ratio for high-value-added products.
As a result, operating income declined 3.1%, to, 322 million.

United States

In the United States, we saw a shift away from emional tank-based water heaters toward
high-efficiency gas tankless water heaters, dustricter minimum heat efficiency standards
enforced by the Department of Energy. As a resales in the United States rose 4.0%, to
¥23,504 million. Due to an increase in procurenoasts stemming from the yen’s appreciation,
however, operating income declined 8.6%, to ¥186élon.

Australia

In Australia, we enjoyed steady business expartbianks to growth in storage-type
(tank-based) water heaters and air conditionintesys of Brivis Climate Systems Pty Ltd,
which became a consolidated subsidiary in the ptes/fiscal year. Sales in local-currency
terms increased as a result. Due to the yen’s ajapie@n, however, sales in Australia declined
7.0%, to ¥21,468 million. Operating income grewe8,8o ¥1,249 million, thanks to a
year-on-year decrease in expenses associatedheitictuisition of Brivis Climate Systems.
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China

In China, the number of gas appliance users coadiria increase thanks to expansion of gas
infrastructure in regional cities. This, togethethmenlargement of our sales network, resulted in
healthy sales of water heaters. Moreover, riswvigdi standards led to the continued trend
towards larger-capacity, higher-performance wasatérs, which also bolstered sales.
Consequently, sales in China increased 12.5%,%®82 million, and operating income rose
15.4%, to ¥3,069 million.

South Korea

In South Korea, we enjoyed healthy sales of botlesisks to increased construction of
small-scale multiple-dwelling projects and growieglacement demand. We also posted higher
sales of gas clothes dryers due to acclaim for tast-drying capability. Local-currency sales
increased year on year as a result. Due to the ygapreciation, however, sales in South Korea
slipped 4.2%, to ¥32,455 million. Operating incofek 38.6%, to ¥920 million.

Indonesia

In Indonesia, sales of tabletop cookers increased gn year, leading to a rise in overall
local-currency sales. Due to the yen’s appreciatiomvever, sales in yen terms decreased 2.7%
year on year, to ¥10,737 million. Operating incgamaped 44.0%, to ¥1,901 million, thanks to
cost-related improvements.

Consolidated net sales and operating income by refing segment (Millions of yen)

66th fiscal year 67th fiscal year
revious fiscal year current fiscal year
® (April 1, 5015 . (April 1, 2016, : Change
to March 31, 2016) to March 31, 2017)
Net sales O_perating Net sales Qperating Net O_perating
income income sales | income
Japan 178,781 23,007 189,036 22,30b 5(7% (3.1)%
United States 22,602 1,817 23,504 1,66/ 4|0 (816)
Australia 23,092 1,148 21,468 1,249 (7.0) 8.8
China 31,966 2,659 35,962 3,069 12.5 15.4
South Korea 33,888 1,499 32,455 920 (4.2) (38.6)
Indonesia 11,038 1,320 10,737 1,901 (2.7 4410
Others 18,567 2,799 17,090 2,712 (8.0) (3.1)
Adjustments — 341 — 234 — —
Net sales on the
consolidated | 374 935 34,593 | 330,256 34,056 3.2 (1.6)
statements of
income

Notes: 1. “Others” includes sales from subsidiameBaiwan, Thailand, Vietham, New Zealand,

Brazil and other regions.
2. “Net sales” are sales to external customeis,"Adjustments” under “Operating
income” are the intersegment transactions to elibein

A breakdown by product shows that sales in the maaters segment totaled ¥188,202 million,

up 11.0% year-on-year; kitchen appliances, ¥88milon, down 5.2%; home heaters, ¥17,952
million, down 7.8%; commercial-use equipment, ¥22, inillion, down 9.2%; other products,
¥26,521 million, down 3.4%.
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Net sales by product (Millions of yen)

66th fiscal year 67th fiscal year
(previous fiscal year) (current fiscal year)
(April 1, 2015, (April 1, 2016, Change
to March 31, 2016) to March 31, 2017)
Amount % of total Amount % of total (%)
Water heaters 169,623 53.0 188,202 57.0 11.0
Kitchen 93,340 29.2 88,456 26.8 (5.2)
appliances
Home heaters 19,463 6.1 17,95p 5.4 (718)
Commercial-use 10,041 3.1 9,122 2.8 9.2
equipment
Others 27,466 8.6 26,521 8.0 (3.4)
Total 319,935 100.0 330,256 100.0 3.2

(2) Consolidated Capital Expenditures

In the period under review, the Group’s total calpéxpenditures amounted to ¥20,664 million.
Funds were applied primarily to investments in land buildings to expand production
facilities in Japan and overseas; tools and fixuirecluding molds for new products; and
renewal and rationalization of machinery and eqeiptr@imed at cost reduction and quality
improvement.

(3) Consolidated Fund Procurement
There was no significant new fund procurement dutie period under review.

(4) Issues Requiring Our Attention

In the fiscal year ending March 2018, we expeciibdd economy to maintain its moderate
expansion tone, but we predict that economic gramtbhina and other Asian nations will
continue slowing. In Japan, there are causes furaro, such as weak growth in household and
population numbers, as well as fluctuating matenices and foreign exchange factors.
Nevertheless, we look forward to certain levels@inand, including in the replacement market.

Under these conditions, the Rinnai Group will coné implementing its medium-term
business plan, entitled Evolution and SuccessidiY 20nder the plan, we will emphasize
“succession” of the “Rinnai Spirit” to deliver stalbusiness continuity, while ensuring
“evolution” in accordance with the challenges & tiew era. At the same time, we will reform
our business model while keeping ahead of varibasges in the operating environment, with
the aims of creating new products and servicestiaefit society and establishing the Rinnai
brand as a comprehensive manufacturer of heatrardyeappliances.

In Japan, we will step up sales of products witbegtional environmental and
energy-efficiency performances. These includeET® ONE hybrid water heaters with heating
systems that use electricity and gas separatelgfiictently, as well as ougco Jozu series of
high-efficiency water heaters. In addition, we weitlhance our planning and consulting
capabilities for system-based offerings, such tegiiated water and room heaters (and their
peripherals) that deploy hot water in multifacetey/s, as well as stoves and range hoods for a
built-in kitchen. Overseas, we will expand salesagponse to growing demand for heating
equipment, including for gas water heaters in Claimé the United States and kitchen
appliances in Asian nations.

We look forward to the renewed support and cooperatf all shareholders.

Notice of Convocation
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(5) Changes in Performance and Assets (¥ millions / except where noted)

64th fiscal year| 65th fiscal year| 66th fiscal year| 67th fiscal year g
(Year ended (Year ended (Year ended (Year ended &
March 31, March 31, March 31, March 31, E
2014) 2015) 2016) 2017) S
(current fiscal year w
Net sales 286,981 295,022 319,935 330,256 @
Ordinary income 36,910 32,938 35,807 35,280 2
Net income “
attributable to 23,254 20,647 22,710 22,322
owners of the
parent company
Net income per 454.74 397.03 436.71 429.27
share (yen) E
Total assets 334,382 357,506 370,246 404,325 =
Net assets 232,635 261,414 271,709 290,638
I
Net assets per 4,245.48 4.742.42 4,924.24 5,245.62 .
share (yen) é

Note: Net income per share is calculated usin@teeage number of shares outstanding during
the fiscal year, and net assets per share is edécliising the number of shares
outstanding at fiscal year-end. Number of outstagi@hares excludes treasury stock.

(6) Significant Subsidiaries (As of March 31, 2017)
The Corporation’s

Name Capital Holdings Primary Business E
Yanagisawa Manufacturing ¥150 million 100.0% Manufac_ture and sale of Z
Co., Ltd. gas appliances =
Rinnai Technica Co., Ltd. ¥200 million 100.0% Manufac_ture and sale of E

gas appliances 5
RB Controls Co., Ltd. ¥150 million | 100.0% Manufacture and sale of i
electronic control units
Rinnai Precision Co., Ltd. ¥128 million 92.2% Manufac_ture and sale of
gas appliance components
Gastar Co., Ltd. ¥2,450 million 90.0% Manufac_ture and sale of
gas appliances
Rinnai Net Co., Ltd. ¥300 million 100.0% Sale of gas appliances
RG Co., Ltd. ¥150 million *100.0% Sale of gas appliances

Manufacture and sale of

Rinnai Australia Pty., Ltd. A$2 million *100.0% )
gas appliances

Rinnai America

Independent Aunditors* Report

. ] _

Corporation US$11 million 100.0% Sale of gas appliances

Rinnai Korea Corporation 15,107 million *100.0% Manufacture and sale of
won gas appliances

Shanghai Rinnai Co., Ltd. |74 million yuan 50.0% Manufacture and sale of
gas appliances

P.T. Rinnai Indonesia 3,085 million 52.0% Manufacture and sale of
rupiah gas appliances

* Percentage of shares includes shares held inljifgg subsidiaries.
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(7) Principal Business (As of March 31, 2017)

The Group is primarily engaged in the manufactune sale of gas appliances and related E
businesses. Principal products by division areHlsws: E
Division Principal Products E
Wi Water heaterayater heater with bath-filling system, water heater -
ater heaters . ) . L o
with heating system, and hybrid water heaters ththting system -
. . Tabletop cookers, built-in hobs (stovetops), oveishwashers, 8
Kitchen appliances . =
range hoods, and rice cookers 2
Home heaters Fan heaters, fanned flue heater$nimaced heaters
Commercial-use Commercial-use ceramics griller, commercial-usgeanand rice
equipment cookers
Others Clothes dryers, infrared burners, and comptsn "
2
(8) Major offices and production facilities (As ofMarch 31, 2017) >
(a) Parent Company
Name Address 5
Head office Nakagawa-ku, Nagoya-shi ]
Head office and Technol_ogy Development Center Oguchi_-ch_o, l\_liw_a-g\iohi
related centers Production Teqhnology Center Komak_l—sh_l, A_|ch_|
Integrated Logistics Center Komaki-shi, Aichi
Rinnai Parts Center Iwakura-shi, Aichi
Oguchi Factory Oguchi-cho, Niwa-gun, Aichi @
Factories Seto Fagtory Seto—sh_i, A_ich_i g
Akatsuki Factory Seto-shi, Aichi 5
Asahi Factory Owariasahi-shi, Aichi 2
Tohoku Wakabayashi-ku, Sendai-shi g
Kanto Shinagawa-ku, Tokyo =
Sales Branches | Chubu Nakagawa-ku, Nagoya-shi E
Kansai Yodogawa-ku, Osaka-shi .
Kyushu Hakata-ku, Fukuoka-shi
(b) Subsidiaries
Name Address E
Yanagisawa Manufacturing Co., Ltd. Kadoma-shi, Osaka E
Rinnai Technica Co., Ltd. Minato-ku, Tokyo B
RB Controls Co., Ltd. Kanazawa-shi, Ishikawa £
Rinnai Precision Co., Ltd. Komaki-shi, Aichi g
Gastar Co., Ltd. Yamato-shi, Kanagawa ff
Rinnai Net Co., Ltd. Nakagawa-ku, Nagoya-shi E
RG Co., Ltd. Shinagawa-ku, Tokyo E
Rinnai Australia Pty., Ltd. Melbourne, Victoria, Australia ]
Rinnai America Corporation Peachtree City, Georgia, United States g
Rinnai Korea Corporation Incheon, South Korea
Shanghai Rinnai Co., Ltd. Shanghai, People’s Republic of China
P.T. Rinnai Indonesia Jakarta, Indonesia
=11}
=
(9) Number of Consolidated Employees (As of March13 2017) E
Increase (decrease) s
Number of employees f . , ] =
rom previous fiscal year-end &
10,512 +572 3

Notes: The above figures do not include temporamgleyees.
The average number of temporary employees dtinedscal year was 3,727.



2. Stock Information (As of March 31, 2017)

(a) Number of authorized shares: 200,000,000 £
(b) Number of issued shares: 52,001,14€Excluding 215,317 shares of treasury stock) @
(c) Number of shareholders: 4,002 E
(d) Major shareholders (top 10) S
L)
. - =]
Name of shareholders Number of shares| Shareholding ratio 3
(thousand) (%) =
Z
Naito Co., Ltd. 6,215 11.95
The Master Trust Bank of Japan, Ltd. 4.105 789
(Trust Account)
Yoshikane Shoji Co., Ltd. 4,002 7.69
Kenji Hayashi 2,502 4.81 &
Japan Trustee Services Bank, Ltd. =
(Trust Account 9) 2,253 4.33 e
Japan Trustee Services Bank, Ltd.
(Trust Account) 1,762 3.38 E
Tokyo Gas Company, Limited 784 1.50 &
Nippon Life Insurance Company 720 1.38
HSBC-FUND SERVICES CLIENTS A/C 500 718 1.38
Japan Trustee Services Bank, Ltd.
(Trust Account 5) 655 1.26

Note: Shareholding ratios are calculated by nurobehares excluding treasury stock.

3. Stock Acquisition Rights
There is no applicable information.
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4. Board of Directors and Auditors of Rinnai Corporation
(1) Name of Directors and Audit & Supervisory BoardMembers (As of March 31, 2017)

Position at Other Institutions or

ity,

t

Position Name : :
Major Profession
Representative Director, | Kenji
and Vice Chairman Hayashi
Representative Director, Hirovasu
President and Executive oy
. Naito
Officer
Representative Director Assistant to the President, in charge of
P X ) " | Tsunenori Production Headquarters, Overseas Busines
and Executive Vice , : S
. Narita Headquarters, and President of Rinnai Net C
President Ltd
Director and Senior General Manager of Corporate Planning
) . Masao Headquarters and Corporate Planning Divisig
Managing Executive . . .- .
X Kosugi in charge of Administration Headquarters, an
Officer . S .
President of Rinnai Enterprises
Director and Senior General Manager of Marketing & Sales
Managing Executive Yuji Kondo | Headquarters, in charge of Research &
Officer Development Headquarters
Professor under chancellor at Chubu Univers
Director Nobuyuki outside director at Fuji Machine MFG. Co.,
Matsui Ltd., and outside director at Aichi Tokei Denk
Co., Ltd.
Director Taka_shl Chalrman ofSasaeai, specified nonprofit
Kamio corporation
Audit & Supervisory Board| Takashi
Member (Standing auditor) Sonoda
Audit & Supervisory Board| Haruhiko
Member (Standing auditor) Ishikawa
. . . Certified public accountant, outside director g
Qté(:nr[bcﬁérSuperwsory Board m:'[sgjaé)klla Kanemi Co., Ltd., and outside Audit &
Supervisory Board Member at Mitachi Co., Ltd.
. . . Lawyer, outside director at Howa Machinery,
Audit & Supervisory Board Ippei Ltd. (Audit and Supervisory Committee
Member Watanabe

member)

Notes: 1. Nobuyuki Matsui and Takashi Kamio aresiolet directors.
2. Masaaki Matsuoka and Ippei Watanabe (Audit &e&uisory Board Members) serve
as outside auditors.
3. Mr. Matsuoka is a certified public accountand &ias considerable knowledge about
accounting and finance.
4. The Corporation has notified the Tokyo Stocktaage and the Nagoya Stock
Exchange that Mr. Matsui, Mr. Kamio (directors)davir. Matsuoka and Mr.
Watanabe (Audit & Supervisory Board Members) sgtiké conditions for
independent officer.
5. Change of Directors and Audit & Supervisory Bbllembers in the Year Ended

March 2017

(1) Susumu Naito, Representative Director and @i, passed away and retired as of
March 20, 2017. At the time of his retirement, hesvalso Representative Director
and Chairman of Rinnai Korea Corporation.

(2) Yasuhiko Goto, Toshinori Tsutsumi, Kiyoakiraktiiand Kinya Nankan, Audit &
Supervisory Board Members, retired at the conclusicthe 66th Ordinary General
Shareholders’ Meeting held on June 28, 2016.

11
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(2) Summary of liability-limiting agreements

In accordance with the provisions of Article 423ar&yraph 1, of the Corporate Law, two
outside directors and two outside members of th#itA& Supervisory Board have signed
agreements that limit liability for damages as jmled for in Article 423 of the same law. The
limit of liability for damages, based on these agnents, is an amount prescribed by law.

(3) Remuneration for Directors and Audit & Supervisory Board Members

Recipients Remuneration
(persons) (Millions of yen)
Directors 8 419
(including outside directors) (2) (12)
Audit & Supervisory Board Members 8 46
(including outside members) (4) (11)
Total 16 465

Notes:1. The above includes one director who rktire March 20, 2017.

2. Remuneration for directors does not includectim@loyee portion in the case of
directors who serve concurrently as employees.

3. Per resolution of the 58th Ordinary Generalr8halders’ Meeting held on June 27,
2008, the combined remuneration for directorsnstéd to ¥45 million per month
(excluding the employee portion in the case ofdaes who serve concurrently as
employees).

4. Per resolution of the 58th Ordinary Generalr&halders’ Meeting held on June 27,
2008, the combined remuneration for Audit & Supsowy Board Members is limited
to ¥5 million per month.

5. As of March 31, 2017, the Corporation had sgvémirectors, including two (2)
outside directors and four (4) Audit & Supervis@&gard Members, including two (2)
from outside.

(4) Items Related to Outside Executives
(a) Director: Nobuyuki Matsui
i. Serving concurrently in important positions #ter companies, etc., and the relationship
between the Corporation and these companies, etc.:
Mr. Matsui is a professor under the chancellor fatiléli University, an outside director at
Fuji Machine MFG. Co., Ltd. and an outside dire@bAichi Tokei Denki Co., Ltd. The
Corporation has no special relationships with eitdf¢ehese organizations.
i Main activities in the year under review:
Attended fourteen (13) of the 14 Board of Directongetings held during the year,
providing impartial advice mainly from a scholaggrspective based on his experience
as a professor and president of a university.

(b) Director: Takashi Kamio

i. Serving concurrently in important positions #ter companies, etc., and the relationship
between the Corporation and these companies, etc.:
Mr. Kamio is Chairman of Sasaeai, a specifiedanofit corporation. The Corporation
makes donations to Sasaeai, but the amounts &tteags ¥30,000 per year.

ii. Main activities in the year under review:
Attended all meetings of the Board of Director8 {ines) held after his appointment on
June 28, 2016, providing impartial advice mainlynfirhis extensive experience and
wide-ranging insight as a director of other compani

(c) Audit & Supervisory Board Member: Masaaki Matsuoka
i. Serving concurrently in important positions #ter companies, etc., and the relationship
between the Corporation and these companies, etc.:
Mr. Matsuoka is a certified public accountant ants@e director at Kanemi Co., Ltd.,
and outside Audit & Supervisory Board Member atdditi Co., Ltd. The Corporation
has no special relationships with the those congzani
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ii. Main activities in the year under review:
Attended all meetings of the Board of Director8 {iines) and all meetings of the Audit
& Supervisory Board (10 times) held after his appmient on June 28, 2016, providing
impartial advice mainly from accounting and taxatperspectives.

(d) Audit & Supervisory Board Member: Ippei Watanabe

i. Serving concurrently in important positions #ter companies, etc., and the relationship
between the Corporation and these companies, etc.:
Mr. Watanabe is a lawyer and outside director av&l®achinery, Ltd. (Audit and
Supervisory Committee member). The Corporationneaspecial relationship with that
company.

ii. Main activities in the year under review:
Attended all meetings of the Board of Directors {ibfles) and all meetings of the Audit
& Supervisory Board (10 times) held after his appmient on June 28, 2016, providing
impartial advice mainly from legal perspectives.

Note: In addition to the aforementioned Board afelbiors’ meetings, there was one written
resolution that was treated as a Board of Direttes®lution pursuant to Article 370 of the
Corporate Law and Article 24 of the Corporationigiéles of Incorporation.

5. Status of Independent Auditor
(1) Name of independent auditor
Deloitte Touche Tohmatsu LLC

(2) Compensation to independent auditor in the yeaunder review (Millions of yen
Compensation for services as independent auditor 51
Total monetary and other financial profits paidthg Corporation and its 51
subsidiaries
Notes: 1. Under the agreement between the Corparatid its independent auditor, there is
no clear distinction between compensation for audgliider the Corporate Law and
audits under the Financial Instruments and Exch&age For this reason, only the
total compensation amounts to the independentaalie listed here.
2. Among major subsidiaries, Gastar Co., Ltd. mRirKorea Corporation and other
overseas subsidiaries have different independetitoas.

(3) Reason Audit & Supervisory Board Agrees to Comgnsation for Independent Auditor

The Audit & Supervisory Board reviewed and discassgch aspects as the content of the audit
plan by the independent auditor, the executionubtied by the independent auditor, and the
basis for calculation of compensation estimated,agreed that compensation to the
independent auditor was in line with Article 39@y&yraph 1 of the Corporate Law.

(4) Policy on removal or non-reappointment of indepndent auditor

If the Audit & Supervisory Board finds it necessatye to an obstacle that prevents the
independent auditor from properly executing requaaties or due to some other issue of
consequence, the Audit & Supervisory Board willganee the content of an agenda item on the
dismissal or non-reappointment of the independeditar to be put before the general meeting
of shareholders.

In addition, the Audit & Supervisory Board will dmsss the independent auditor upon
the consent of all members of the Audit & Supemjiddoard, if the independent auditor falls
subject to any of the provisions in Article 340r&maph 1 of the Corporate Law. In this event,
a member of the Audit & Supervisory Board, choseiomg board members, will give a report
on the purpose for dismissing the independent audiid associated background at the first
general meeting of shareholders that convenesthieatismissal.
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6. Systems to Ensure Appropriateness of Businesstiities and Operational Status of the
System

(1) An overview of systems to ensure appropriateness biisiness activities

An overview of systems to ensure that executiobusiness by directors conforms to legal

regulations and the Articles of Incorporation, adlas systems to ensure appropriateness of

other business activities, is given below.

(a) System to ensure that execution of business diyectors and employees conforms to

legal regulations and the Articles of Incorporation

- To ensure that directors and employees are aothgtaware of the need to observe legal
regulations and the Articles of Incorporation wlexecuting their duties, the Corporation has
formulated the Rinnai Group Code of Ethics, whiohsists of the Corporation motto, the
Rinnai’'s Mission, the Rinnai Charter, and the Rir@ade of Conduct. The Corporation and
its subsidiaries shall work to ensure that all ctives and employees are fully familiarized
with the Rinnai Group Code of Ethics.

- In addition to establishing the Business Eti@osnmittee to build, maintain and improve its
internal control system, the Corporation shall thaihd maintain an effective compliance
system.

- If a director becomes aware of an incident iricltthere is suspicion of a major legal
violation, he or she shall immediately report theident to the Audit & Supervisory Board
and the Board of Directors.

- The Corporation has set up a business ethitisdais an internal reporting system to handle
incidents in which there is suspicion of a majaaleviolation. Operation of the hotline is
based on the Corporation’s business ethics manual.

- If an Audit & Supervisory Board Member believtbsre is a problem with the Corporation’s
legal compliance system or internal hotline, helar shall convey his or her opinion and seek
measures to correct the situation.

(b) System for storing and managing information rehted to the execution of duties by
directors
- Information related to the execution of dutiesdingctors shall be stored and managed
appropriately according to the Corporation’s insnorocedures for managing paper and
electronic documents, in a manner appropriatestetdrage medium and in an easily
retrievable form.

(c) Regulations and other systems for managing thrisk of loss

- As part of its risk management system, the Cafpam shall determine risk management
regulations and promote internal checks and awaseaeivities to prevent the occurrence of
risk at the group-wide basis, under the Risk Mansyg Committee chaired by the president.
Risk managers shall be assigned to deal with dpegges of risk, and a risk management
system shall be set up according to the relevavigions.

(d) System to ensure efficient execution of dutidsy directors

- To ensure that directors execute their dutiemiefficient manner, meetings of the Board of
Directors shall be held on a regular basis to dis@and debate important matters and make
executive decisions.

- Directors formulate management strategy and tilaelprogress of management plans at the
group-wide executive meeting held every year.

- Execution of business based on decisions maBeard of Directors meetings shall be
performed by the relevant director according toGoeporation’s rules and procedures.

- The Corporation formulates the management doactnanagement plan and management
numerical target in each fiscal year, based omtbdium-term management plan,
medium-term numerical target, and management italisaEach department formulates an
action plan, according to the Corporation-wide @ad target for each fiscal year, and the
Corporation practices consistent management of éepartment.
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(e) System to ensure appropriate operations in theorporate group (parent company and

subsidiaries)

- To ensure that business at Rinnai Group companigenducted appropriately, the
Corporation shall formulate a Code of Ethics foniii Group Companies to serve as a
behavioral guide for Group members. Based on the&t€h Group companies shall create
their own specific regulations.

- Business control of Rinnai Group companies shalbased on procedures and reporting rules
determined by provisions for controlling Rinnai @pocompanies.

- Internal audits by the Internal Control Officedarelevant divisions were carried out in
accordance with the business content and operstaig of each Group company.

(f) System for employees when requested to suppdhe Audit & Supervisory Board;
system to ensure independence from directors, angstem to ensure effective execution
of instruction by Audit & Supervisory Board Members
- If an Audit & Supervisory Board Member makes quest for an employee to provide support,
an employee from the Internal Control Office shelassigned to concurrently provide such
support to the Audit & Supervisory Board Memberd &éme assigned person shall also be
responsible for duties within Office of the AuditSupervisory Board. The assigned person
has priority to provide support of the Member, ahdll not accept instructions or commands
related to said support duties from superior ofda the department from which he or she
was assigned.
- Changes in personnel and assessment of perfoenmdiassigned persons from the Internal
Control Office serving concurrently as supportfsiaif an Audit & Supervisory Board
Member shall require the consent of the Audit & &wjsory Board.

(g) System for reporting by directors and employee® Audit & Supervisory Board
Members, other systems concerning reporting to Audi& Supervisory Board Members,
and other system to ensure effective execution ofities by Audit & Supervisory Board
Members
- Directors and employees of the Corporation amdubsidiaries shall report immediately to the
Audit & Supervisory Board incidents that could caggnificant damage to the Corporation’s
operations or its business performance. MoreovedjtA& Supervisory Board Members can
request reports from directors and employees atiargyas required.
- The Audit & Supervisory Board shall hold regutaeetings with the Board of Directors,
Internal Control Office, and independent auditoexahange opinions and ensure proper
communication of intentions.

(h) System to ensure that individuals who have madeports to the Audit & Supervisory
Board as described in (7) above will not be treatednfavorably (put at a disadvantage)
on the basis of such reports

- Every effort shall be made to ensure that dinscémd employees of the Corporation and its

subsidiaries, who report information to a membeahefAudit & Supervisory Board, will not
be treated unfavorably on the basis of the regoerny

(i) Matters concerning procedures for advance paymd or reimbursement of expenses
incurred by a member of the Audit & Supervisory Boad in the process of executing
duties and any other policy for processing costs anobligations

- Costs incurred in the process of executing dutyea member of the Audit & Supervisory

Board shall be covered by the Corporation.
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(2) An overview of the operational status of systems t@nsure appropriateness of business
activities

An overview of operational status of systems taemgppropriateness of business activities at
the current fiscal term are given below.

(a) Matters related to compliance

» During Corporate Ethics Month, an opportunityatesl by the Corporation to reinforce ethics,
all employees read the Rinnai Code of Conduct tageto ensure deeper awareness of ethics
and appropriate conduct. A questionnaire surveyimptemented to gauge the level of
employee awareness.

» The Corporation ran lectures by lawyers for caemule committee members in each division
to raise awareness of legal and regulatory comgéiamd thereby underpin in-house
compliance practices.

» The Corporation maintains an internal reportipgtesm and set up a new external consultation
desk at a lawyer’s office. However, there wereaggkd reports of suspected serious legal or
regulatory violations.

(b) Matters related to risk management

» The Risk Management Committee, comprising exeeudificers and divisional heads and
chaired by the president, met every quarter, ant parson with responsibility gave a report
on the implementation status of in-house checksaasdciated improvement pertaining to
risk-related issues within the Corporation and siup companies. The content was reviewed,
information was shared, and efforts were made éwqut potential risks from becoming
reality.

(c) Matters related to execution of duties by dirextor

« During the current fiscal year, the Board of Bim¥s met 14 times, to discuss and approve key
agenda items and to receive business reports ditiadto the aforementioned Board of
Directors’ meetings, there was one written resotuthat was treated as a Board of Directors’
resolution pursuant to Article 370 of the Corporadev and Article 24 of the Corporation’s
Articles of Incorporation.

» The Executive Committee, attended by executigepansible for operating divisions at the
Corporation and at Group companies, met quarterkgtiew progress on annual business
plans and to confirm status toward achieving gaats any issues requiring attention.

» The minutes of Board of Directors’ meetings an@dtitive Committee meetings, along with
approval documents, in written form were propettyed and managed.

(d) Matters related to appropriateness of the Groloydness

» Key business management issues at Group compaearesproperly handled in accordance
with approval rules established under Managemeftes=or Subsidiaries. Also, through
regular opportunities to provide updates on busiesivities and the delivery of monthly
business reports, the Corporation was able to worifie status of progress on fiscal
management plans and pinpoint issues requiringtaite

« Internal audits by the Internal Control Officedarelevant divisions were carried out based on
plans drafted to match the business content anchtipg scale of each Group company.

(e) Matters related to audits by members of the Aud8upervisory Board

* Members of the Audit & Supervisory Board perfohirisiness audits based on audit plans to
ensure the appropriateness of business activifidisdoCorporation and Group companies.

* Members of the Audit & Supervisory Board attendeektings of the Board of Directors and
the Executive Committee, and stated opinions, asssary. In addition, members of the Audit
& Supervisory Board looked over request documemisgji( for circulating to executives in
lieu of a meeting to obtain approval for some actis well as monthly business reports and
the minutes of important meetings, and confirmeddbntent of such materials.

* Members of the Audit & Supervisory Board commuatéd with the independent auditor and
exchanged opinions regarding the audit plan prapbgehe independent auditor and the
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results obtained through the audit. In additionmbers of the Audit & Supervisory Board
exchanged opinions with the representative direatalrthe Internal Control Office.

* Costs incurred by members of the Audit & SupemyiBoard in the course of their work were
swiftly processed as corporate expenses.

7. Basic Policy on Control of Joint Stock Companies
The Corporation’s basic policy on the control dhjcstock companies is given below.

(1) Basic policy concerning people who control desibns on the Corporation’s financial
and business policies
The Corporation believes, in principle, that tharghcertificates, etc. of the Corporation, as a
listed company, should be freely sold and purchas#ue market, and that its shareholders
should make the final decisions of their own willta whether or not they sell their shares, etc.
in the Corporation in response to a large-scaletage proposal made by a person or entity to
conduct a large-scale purchase of share certificate. of the Corporation. Consequently, the
Corporation would not flatly refuse such a largalsgurchase proposal if it truly contributes to
ensuring and raising the corporate value of theg@uation and the common interests of the
shareholders.

However, in the case where a large-scale purabfasigare certificates, etc. is conducted
unilaterally, without sufficient prior negotiatiomgth or the consent of the Board of Directors
of the Corporation and without the sufficient deseire of information such as the purpose of
the proposed purchase and management policiestadt@urchase, the Corporation is
concerned that the shareholders who hold the sleatificates, etc. of the Corporation might
have difficulty ensuring sufficient time and infoation for their appropriate decision making as
to whether or not they should accept such a lacgegpurchase proposal, in view of such
alarming circumstances.

The Corporation believes that any person or eséking to purchase its shares in a
manner that is likely to harm its corporate valod the common interests of its shareholders is
not an appropriate person to control the Corpon&idecisions on financial and business
policies. The Corporation believes that adoptingppropriate defense mechanism against such
persons making large-scale purchases is necessprgtect its corporate value and the
common interests of its shareholders.

(2) Special initiatives for implementing basic poby

Leveraging its stable earnings foundation, the Gaton is committed to strengthening its
competitive position and raising levels of satisitat among all stakeholders based on medium-
and long-term perspectives. In these ways, Rinilbstsive to maintain and improve corporate
value and to safeguard the common interests oEkbéders, in order to encourage investment
from a diverse range of investors. In the beliat guch actions will facilitate implementation of
its basic policy, the Corporation is pursuing tbkofwing initiatives.

In the 97 years since its foundation in 1920, thepGration has actively contributed
through its businesses to improving people’s livethe fields of water heaters, kitchen
appliances, and home heaters with its sophistidagattutilization technologies and a passion
for monozukuri, or manufacture and fabrication. Its continuoesdy growth has been firmly
supported by its mission of supplying a heat-basenfortable life for society on the basis of
its original corporate philosophies: “Quality isralestiny” and Wa-Ki-Shin (harmony, spirit
and truth).” All Group companies in Japan and oxasshave made concerted efforts to sustain
corporate development by pursuing the stable sugigitygh-quality products and services to
create comfortable lifestyles under the bannehefRinnai brand. Regarding our overseas
business operations, we have achieved solid pegioces for more than 40 years. As a
consequence, we have established overseas pradaatiosales bases in 16 countries and our
foreign sales ratio has exceeded 40%. This is btieeadefining features of the Corporation in
the gas appliance industry.

To continue improving corporate value, the Corgoraimust consistently execute a
“customer’s priority on quality” and supply “envitmentally friendly products” by focusing on
safety and peace of mind, the environment, savieggy, and considerations to health and our
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aging society—all of which the Corporation has tadkor years. At the same time, the
Corporation believes it must establish high statslém ensure a profit foundation and a growth
strategy based on medium- and long-term perspactigported by the “reinforcement of our
competitive edge through technological innovations.

In view of the historical background of the Corgaa’s businesses and its desired
future directionsmanagement drafted “Evolution and Succession 2Cd médium-term
business plan (from April 2015 to March 2018) —&ndorking to sustain the Rinnai spirit
cultivated long ago and maintain stable businesg/tyrinto the future while also evolving to
meet the changes of a new era that are sure tgemaraddition, the Rinnai Group will strive
to achieve a consolidated operating income ratib08b or higher and a consolidated return on
equity (ROE) of 10% or higher, while emphasizingreased profitability and capital efficiency
in its core businesses by strengthening Groupwadlehboration.

Rinnai regards reinforcement of corporate goveradade an important management
issue. With this in mind, we will flexibly build amptimal management framework capable of
addressing changes in the business environmeatldition, we have shortened the term of
directors to one year, in order to further clathgir responsibilities on an annual basis and
increase opportunities to confirm the confidencslareholders in the elected management team.

Notice of Convocation

(3) Measures to prevent decisions on financial anidusiness policies from being controlled

by inappropriate persons, in light of basic policy
In light of its basic policy, the Corporation ikiiag steps to prevent decisions on financial and
business policies from being controlled by inappiatp parties. When a person or entity makes
a large-scale purchase of the Corporation’s shates,Rinnai believes that all shareholders
should be given ample information and time to deceuthether or not to take action in
consideration of the Corporation’s specific chagdstics, and should also be given full
opportunity to negotiate with the purchaser. Thenefthe Corporation decided it was necessary
to establish specific rules for use when a persanbty attempts to make large-scale purchases
of shares, etc.

The Board of Directors of Rinnai Corporation regal\the “Policy (Actions against
Corporate Acquisition) toward Large-Scale Purchade&thare Certificates, etc., of Rinnai
Corporation” at its meeting held on May 13, 2008jalk was approved by shareholders at the
58th Ordinary General Shareholders’ Meeting heldume 27 of the same year. Following
introduction, it has remained in force through teson by the Board of Directors at its meeting
on May 11, 2011, and shareholder approval at tise ®fdinary General Shareholders’ Meeting
on June 29 of the same year. These measures (teeréglfiis Plan” as the partially revised
“Policy (Actions against Corporate Acquisition) taml Large-Scale Purchases of Share
Certificates, etc., of Rinnai Corporation”) wereaagapproved, by the Board of Directors at its
meeting on May 9, 2014, and by shareholders ab4itie Ordinary General Shareholders’
Meeting on June 27 of the same year, and contmuenain in force.

This Plan includes specific rules related to puselsaof large volumes of shares, etc.,
with the intent to acquire 20% or more of the teating rights, or purchases of shares, etc.,
resulting in the holding of 20% or more of the tatating rights. Such acts will also trigger a
defense mechanism.
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(4) This Plan does not compromise the corporate wa and common interests of the
Corporation’s shareholders, and its purpose is noto maintain the status of the
directors of the Corporation

(i) Special initiatives for implementing basic polcy

Measures have been devised as specific measured ainsontinuously maintaining and
improving corporate value and the common interekshareholders. Such measures, which
conform to This Plan, do not compromise the corgovalue and common interests of the
Corporation’s shareholders, and their purpose tiscnmaintain the status of the directors of the
Corporation.
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by inappropriate persons, in light of basic policy
a. This Plan fully satisfies the three principlestipulated by the guidelines for takeover
defense measures
This Plan fully satisfies the following three priples set forth under the “Guidelines
Regarding Takeover Defenses for Protecting and ikaihg Corporate Value and
Shareholders’ Common Interesks gyo-kachi/Kabunushi-kyodo no Rieki no Kakuho
matawa Kojo no Tame no Baishu-boei-saku ni Kansuru Shishin)” jointly released by the
Ministry of Economy, Trade and Industry and the idliry of Justice as of May 27, 2005:
(i) protection and enhancement of corporate vahgeshareholders’ common interests; (ii)
prior disclosure and respect of shareholders’ tiden; and (iii) securing necessity and
suitability.
b. Respect for shareholders’ overall intention andhe disclosure of information
This Plan was approved by shareholders at the®@rdmary General Shareholders’
Meeting held on June 27, 2014. Accordingly, theralléntention of the shareholders on
the implementation of This Plan is properly reféstt
In addition, even before the expiry of such tefrwalidity, if the General
Shareholders’ Meeting resolves to abolish This Pléis Plan will be abolished at the time
of such resolution. Therefore, the introduction abdlishment of This Plan is designed to
fully reflect the shareholders’ intentions on tregard.
Furthermore, to ensure the shareholders makeppate decisions on abolishing
This Plan and other matters, and make the finakagras to whether or not they sell their
shares of the Corporation in response to a LargéeSRurchase, the Board of Directors of
the Corporation will appropriately disclose to 8tereholders the Large-Scale Purchase
Information and other information supplied by therde-Scale Purchaser at the appropriate
time.
c. Schemes to eliminate arbitrary judgments of th&oard of Directors of the Corporation
(1) Respect of judgments of highly independentidatexperts
In order to eliminate arbitrary judgments of theaBibof Directors, the Corporation
established the Special Committee upon implemeritimg Plan.

When a Large-Scale Purchase is proposed to thgo€ion, the Board of
Directors of the Corporation will make an inquioythe Special Committee, and The
Special Committee will deliberate and examine therapriateness of any
countermeasures toward the Large-Scale Purchassuanut a recommendation to the
Board of Directors of the Corporation. The Boardafectors will respect the Special
Committee’s recommendation to the greatest extessiple in making a resolution on
whether or not to implement a countermeasure. Guesgly, This Plan has a scheme
to ensure that the Board of Directors will be preed from implementing any
countermeasures based on its arbitrary judgments.

(2) Setting reasonable and objective requirements
The actual application of This Plan will be limitedly to cases where the Large-Scale
Purchaser does not comply with the Large-ScaleHagec Rules stipulated in This Plan
or where reasonable and detailed objective reqeintsrare satisfied as a situation in
which the Large-Scale Purchaser would significaimigair the corporate value of the
Corporation. Consequently, This Plan has a schemeadure that the Board of
Directors of the Corporation will be prevented franbitrarily implementing any
countermeasures in this regard.

(3) Neither a dead-hand nor a slow-hand type akgdver measure
This Plan may be abolished by a decision of ther@o&Directors of the Corporation.
Therefore, This Plan is not a dead-hand type akgdver measure. Moreover, This
Plan is not a slow-hand type anti-takeover measigequse the Corporation has
adopted no staggered board structure.
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(Reference)

This Plan is set to expire at the close of the @&tttinary General Shareholders’ Meeting to be held
on June 28, 2017. The Corporation resolved to dismee (abolish) this Plan at the Board of
Directors’ Meeting on May 9, 2017, effective upartis expiration.
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Consolidated

Balance Sheets

As of March 31, 2017

(Millions of yen)

ASSETS LIABILITIES
Current assets 237,671| Current liabilities 91,568
Cash and deposits 115,225 Notes and accounts payable 22,205
Notes and accounts 62,547 Electronically recorded 33,891
receivable monetary claims
Electronically recorded 7,540 Other payables 13,169
monetary claims Accrued consumption taxes 1,412
Marketable securities 8,563 Accrued income taxes 6,012
Products 24,839 Accrued employees’ bonuses 4,290
Raw materials and stores 13,963 Allowance for product 3,952
Deferred tax assets 3,581 guarantee
Other 2,391 Other 6,624
Less allowance for (982) | Long-term liabilities 22,118
doubtful accounts Deferred tax liabilities 7,452
Allowance for environmenta 2,255
Fixed assets 166,653 measures
Property, plant and 78,175 Net defined benefit liabilities 9,484
equipment Other 2,926
Buildings and structures 27,489| Total liabilities 113,686
Machinery and vehicles 13,539 NET ASSETS
Tools and fixtures 4,868 | Shareholders’ equity 261,536
Land 22,939 Common stock 6,459
Leased assets 243 Capital surplus 8,756
Construction in progress 9,094 Earned surplus 247,327
Intangible fixed assets 6,853 Treasury stock (2,009
Investments and advances 81,624 | Other accumulated 11,241
Investments in securities 59,725| comprehensive income
Net defined benefit assets 17,234 Unrealized gain on 4,883
Deferred income taxes 1,620 marketable securities
Other 3,426 Foreign exchange translatign 3,047
Less allowance for (382) adjustment
doubtful accounts Remeasurements of defined 3,310
benefit plans
Non-controlling interests 17,860
Total net assets 290,638
Total assets 404,325 Total liabilities and net assets 404,325
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Consolidated Statements of Income

Year ended March 31, 2017 £
(Millions of yen) @
Net sales 330,256 E
Cost of sales 221,355 S
Gross profit 108,900 =)
Selling, general and administrative expenses 74,844 5
Operating income 34,056 E
Other income
Interest income 939
Dividends received 466
Other 805 2,210
Other expenses
Interest expenses 32 |
Foreign exchange loss 287 &
Loss on retirement of fixed assets 345 Fé
Other 320 986 g
Ordinary income 35,280 E
Extraordinary income
Compensation income for expropriation 253 253
Extraordinary losses
Loss on step acquisitions 137
Loss on disaster 393 530
Income before income taxes 35,003 ‘E
Income taxes (current) 10,161 E
Income taxes (deferred) (301) 9,859 =
Income before minority interests 25,143 -
Net income attributable to non-controlling integest 2,821 'E
Net income attributable to owners of the parent 22,322 E
company [
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Nonconsolidated Balance Sheets
As of March 31, 2017

(Millions of yen)

ASSETS LIABILITIES
Current assets 119,113| Current liabilities 44,529
Cash and deposits 54,512| Accrued payable 12,927
Notes receivable 5,986 Electronically recorded 18,927
Accounts receivable 32,837 monetary claims
Electronically recorded monetary 5,628 Lease obligations 85
claims Other payables 4,109
Marketable securities 7,014| Accrued expenses 662
Products 7,910 Accrued income taxes 3,656
Raw materials and stores 3,284| Deposits payable 144
Deferred tax assets 1,555 Accrued employees’ bonus 2,417
Other 406 Allowance for product 795
Less allowance for doubtful (22) guarantees
accounts Other 802
Fixed assets 129,688| Long-term liabilities 6,871
Property, plant and equipment 34,017| Lease obligations 90
Buildings 10,946 Accrued employees’ 2,687
Structures 541 retirement benefits
Machinery, equipment 3,316 Other 4,093
Vehicles and delivery equipment 22 | Total liabilities 51,400
Tools, furniture and fixtures 1,827 NET ASSETS
Land 11,004 ) :
Shareholders’ equity 192,701
Leased assets 154 Common stock 6,459
Construction in progress 6,203 Canital surplus 8’719
Intangible fixed assets 1,266 PIte P ’
Capital reserve 8,719
Software 1,029 Earned surplus 178,529
Lease assets 8 P '
Legal reserve 1,614
Other 228 .
Other legal reserve: 176,914
Investments and advances 94,404 Voluntary reserve 150.000
Investments in securities 56,886 Una roy fated 26'914
Stocks of affiliated companies 23,035 pprop . ’
. - . retained earnings
Investments in affiliated companies 1,870
. . Treasury stock (1,007)
Prepaid pension expenses 11,414 )
Other adjustments 4,700
Other 1,225 ; .
Unrealized gain on 4,700
Less allowance for doubtful (27) .
marketable securities
accounts
Total net assets 197,402
Total assets 248,802 Total liabilities and net assets 248,802
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Nonconsolidated Statements of Income
Year ended March 31, 2017

(Millions of yen)

Net sales
Cost of sales
Gross profit

Selling, general and administrative expenses

Operating income
Other income

Interest income and dividends received

Other
Other expenses

Ordinary income

Income before income taxes

Income taxes
Current
Deferred

Net income

2,375
895

198,870
149,471

49,398
30,583

18,814

3,270
572

21,512

5,262
34

21,512

5,297

16,215
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(Translation)
INDEPENDENT AUDITOR'S REPORT
May 9, 2017
To the Board of Directors of
Rinnai Corporation:
Deloitte Touche Tohmatsu LLC
Designated Unlimited Liability Partner, Engagemiattner,
Certified Public Accountant: Seiji Harada
Designated Unlimited Liability PartneEngagement Partner,
Certified Public Accountant: Yuji Yamazaki

Notice of Convocation

Pursuant to thdourth clause of Article 444 of the Corporate Lawe, Deloitte Touche
Tohmatsu LLC (“the Auditor”) have audited the colidated financial statements of Rinnai
Corporation (the “Corporation”) and its consolidhtsubsidiaries, for the fiscal year ended
March 31, 2017, namely, consolidated balance sheetssolidated statements of income,
consolidated statements of changes in shareholéersty, significant accounting policies
applicable to the consolidated financial statemeartd other notes.

Management's Responsibility for Consolidated FinanStatements

It is the responsibility of management to prepard properly disclose consolidated financial
statements, in accordance with corporate accoustargdards generally accepted in Japan. This
responsibility includes establishment and operatmn an internal control system that
management deems necessary to ensure preparatiopraper disclosure of consolidated
financial statements without material misstatenserg to fraudulent activity or error.

Business Report

Auditor’s Responsibility
It is the responsibility of the Auditor to exprems opinion on the consolidated statements from
an independent perspective, based on its audit. Atltétor conducts its audit in accordance
with auditing standards generally accepted in Japaonse standards require that the Auditor
formulates an auditing plan and then performs aitdaased on the plan to obtain reasonable
assurance about whether the consolidated finasizitdments are free of material misstatement.

An audit involves procedures to obtain auditingderce concerning amounts and
disclosure in the consolidated financial statemehtsliting procedures are selected and applied,
based on our judgment, to evaluate the risk of niatenisstatement in the consolidated
financial statements due to fraudulent activityemor. The purpose of an audit is not to express
an opinion on the effectiveness of the internaltcdrsystem, and when evaluating risk, the
Auditor examines the internal control system peaitej to the preparation and proper disclosure
of consolidated financial statements so that augliirocedures appropriate to the situation may
be formulated. An audit also covers an examinatibthe overall presentation of consolidated
financial statements, including an evaluation &f siccounting principles used and their method
of use as well as estimates made by management.

The Auditor believes the audit it has performedvpdes an adequate and reasonable
basis for opinion.

Financial Statements
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Auditor's Opinion

In the Auditor’s opinion, the consolidated finari@tatements referred to above present fairly,
in all material respects, the financial positiortted Corporation and its consolidated
subsidiaries as of March 31, 2017, and the restiliseir operations for the year then ended, in
conformity with accounting principles generally apted in Japan.

Financial Interest
Neither the firm nor its engagement partners hawe faancial interest in Rinnai for which
disclosure is required under the provisions ofGleetified Public Accountants Law.

Guide to Voting

The above represents a trandlation, for convenience only, of the original report issued in
Japanese.
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(Translation)
INDEPENDENT AUDITOR'S REPORT
May 9, 2017
To the Board of Directors of
Rinnai Corporation:
Deloitte Touche Tohmatsu LLC
Designated Unlimited Liability Partner, Engagemiattner,
Certified Public Accountant: Seiji Harada
Designated Unlimited Liability PartneEngagement Partner,
Certified Public Accountant: Yuji Yamazaki

Notice of Convocation

Pursuant to the first item, second clause of Aetit36 of the Corporate Law, we, Deloitte
Touche Tohmatsu LLC (“the Auditor”) have auditede tiinancial statements of Rinnai
Corporation (the “Corporation”), for the fiscal yeended March 31, 2017, namely, balance
sheets, statements of income, statements of chamgeshareholders’ equity, significant
accounting policies of nonconsolidated financiatestnents, and other notes and attachments.

Management's Responsibility for Financial Stateraent

It is the responsibility of management to prepare properly disclose financial statements and
attachments, in accordance with corporate accogirgiandards generally accepted in Japan.
This responsibility includes establishment and apen of an internal control system that
management deems necessary to ensure preparatnpraper disclosure of financial
statements and attachments without material mestt due to fraudulent activity or error.

Business Report

Auditor’s Responsibility

It is the responsibility of the Auditor to expreaa opinion on the financial statements and
attachments from an independent perspective, baséd audit. The Auditor conducts its audit
in accordance with auditing standards generallgjgieal in Japan. Those standards require that
the Auditor formulates an auditing plan and therfgrens an audit based on the plan to obtain
reasonable assurance about whether the finanatahs¢nts and attachments are free of material
misstatement.

An audit involves procedures to obtain auditingderce concerning amounts and
disclosure in the financial statements and attacisnéAuditing procedures are selected and
applied, based on our judgment, to evaluate theaismaterial misstatement in the financial
statements and attachments due to fraudulent gctivierror. The purpose of an audit is not to
express an opinion on the effectiveness of thenateontrol system, and when evaluating risk,
the Auditor examines the internal control systenmtgieing to the preparation and proper
disclosure of financial statements and attachmamthat auditing procedures appropriate to the
situation may be formulated. An audit also coveregamination of the overall presentation of
financial statements and attachments, including\atuation of the accounting principles used
and their method of use as well as estimates madeanagement.

The Auditor believes the audit it has performedvpdes an adequate and reasonable
basis for opinion.

Financial Statements

Auditor’s Opinion

In the Auditor’s opinion, the financial statemeatsl attachments referred to above present
fairly, in all material respects, the financial ftims of the Corporation as of March 31, 2017,
and the results of their operations for the yeanténded, in conformity with accounting
principles generally accepted in Japan.
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Financial Interest
Neither the firm nor its engagement partners hawe fanancial interest in Rinnai for which
disclosure is required under the provisions ofGleetified Public Accountants Law.

Guide to Voting

The above represents a tranglation, for convenience only, of the original report issued in
Japanese.
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(Translation)

Report of the Audit & Supervisory Board

The Board of Auditors reviewed each auditor's répegarding the directors’ execution of their
duties, obligations and responsibilities for théhdhancial period, from April 1, 2016, through
March 31, 2017. Upon deliberatiome created the auditor’'s report and would likegjpart as
follows:

Notice of Convocation

1. Methods and contents of audits by auditors kadBbard of Auditors

(1) The Board of Auditors determined the policiésodits and duties of auditors, and received
reports on the status of the implementation of taudind the results from auditors. In
addition, the Board of Auditors received reportsexecution of duties from directors and
accounting auditors, and received explanations wieeessary.

(2) According to the policies of audits and dutfsauditors, determined by the Board of
Auditors, auditors develop the environment for gudiollecting information through
communication with directors and employees at titernal auditing division and other
divisions, and have audited procedures as follows.

Business Report

(a) Auditors also attended important meetings idicig Board of Directors’ meeting, and
constantly received reports on execution of dufies) directors and other employees, and
received explanations when necessary. In additiaditors reviewed important documents
about closing the books and investigated the stdteoperations and assets of the
headquarters and major offices. For subsidiary @omgs, auditors received business reports,
sharing information with directors and auditorsobsidiaries when necessary.

(b) The internal control system of the Corporatiavhich is based on the content of
resolutions by the Board of Directors and relevasblutions in accordance with the first
and third clauses of Article 100 of the Corporatevi.is necessary for systems to ensure that
execution of business by directors conforms to lleggulations and the Articles of
Incorporation and systems to ensure appropriatenésthe business activities of the
Corporation and subsidiary companies describethignbdusiness report. Auditors reviewed
regular reports about formulation and effectivenefshe internal control system, and
received explanation when necessary from dire@ondsemployees, to declare opinion.

Financial Statements

(c) Auditors examined basic policy and measuretapeng to the third item of Article 118 of
the Corporate Law, as presented in the BusinessrRdjased on deliberations by the Board
of Directors and at other meetings.

(d) Auditors monitored and inspected the indepeodef accounting auditors and execution
of adequate audits, and received the report anthmipon on execution of duties from
accounting auditors when necessary. We also regeigtce from accounting auditors that
they conducted their audits in accordance with*8yestem to secure adequate execution of
duties” (Article 131, accounting and computatioderwf the Corporate Law) and the
“Quality control standard regarding audits” (Octoh28, 2005, Business Accounting
Council), and received explanation when necessary.

;
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Based on measures as stated above, we revieweldu#lieess reports and attachments,
nonconsolidated financial statements (noncons@dlabalance sheets, nonconsolidated
statements of income, nonconsolidated statementharfiges in shareholders’ equity, and
notes to nonconsolidated financial statements) atathments, and consolidated financial
statements (consolidated balance sheets, consaiddaatements of income, consolidated
statements of changes in shareholders’ equitythffiscal year ended March 31, 2017.

Guide to Voting
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2. Audit results

(1) Audit results of business report and attachtmen

a. The business report and the attachments faéflgat the state of the Corporation, in
accordance with legal requirements or the Corpamaticharter.

b. There are no exceptions to be made, regardiagWerlapping of director duties, and
there are no violations of relevant legal requirete®r the Corporation’s charter.

c. We recognize the appropriateness of resolutipnthe Board of Directors’ meetings is
regarding the internal control system. And, ashi® description in this business report
and the execution of directors’ duties regardind saternal control system, there are no
exceptions to be made.

d. There are no issues to be highlighted regarthiegbasic policy on people who control
decisions on the Corporation’s financial and bussngolicies. The Corporation’s
measures, in accordance with the third item ofcetil18 of the Corporate Law, do not
compromise corporate value or the common interestae Corporation’s shareholders
and, in our opinion, their purpose is not to mamttde status of the directors of the
Corporation.

(2) Audit results of nonconsolidated financial etaents and attachments
In our opinion, the auditing methods applied by dt¢¢ Touche Tohmatsu LLC,
independent auditors and their results are apatgori

(3) Audit results of consolidated financial statertseand attachments
In our opinion, the auditing methods applied by dt¢¢ Touche Tohmatsu LLC,
independent auditors and their results are apatgori

May 12, 2017
The Audit & Supervisory Board, Rinnai Corporation.

Takashi Sonoda, Standing Audit & Supervisory Bddeinber
Haruhiko Ishikawa, Standing Audit & Supervisory Bddviember
Masaaki Matsuoka, Outside Audit & Supervisory Bollieimber
Ippei Watanabe, Outside Audit & Supervisory Boarenvber

Note: Masaaki Matsuoka and Ippei Watanabe (AudBupervisory Board Members) serve as
outside auditors, in accordance with the 16th itdirticle 2 and the third clause of
Article 335 of the Corporate Law.

The above represents a translation, for convenience only, of the original report issued in
Japanese.
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Guide to Voting

Agenda and referenced items

First Item on the Agenda-- Approval of the proposed appropriation of retained earnings
Appropriation of retained earnings shall be appéedollows:

1. Year-End Dividends
The Corporation regards stable return of profitshtareholders as an important management
policy, based on extensive consideration of varfagtors, including consolidated business
performance and payout ratio. Consequently, managehas decided to reward
shareholders for their support by distributing ltatanual dividends to ¥86 per share, which
includes the interim dividend (¥42 per share).
(1) Type of dividend assets
Cash
(2) Allocation of dividend assets and sum total
The Corporation intends to pay ¥44 per share ofraon stock, which will generate a
sum total of ¥2,288,050,424.
(3) Effective date for dividends from retained éags
June 29, 2017

2. Matters regarding other appropriation of surplus
The Corporation, taking a long-term view, effecljvapplies internal reserves to finance
R&D, capital investment, strategic business investis at home and abroad and other
measures aimed at enhancing corporate value.
(1) Item and amount of surplus to be decreased
Retained earnings carried forward: ¥10,000,000,000
(2) Item and amount of surplus to be increased
General reserve: ¥10,000,000,000
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Second Item on the Agenda- Election of seven (7) directors
The Corporation’s seven (7) directors will conclukeir respective terms in office at the end of

the General Meeting of Shareholders. The Corporasks shareholders to elect seven (7) =
directors to said positions. E
S
The Corporation proposes the following candidabesfection. E
¥
2
Candidate Name Career Summary and gﬁérogs =
Number | (Date of Birth) Current Representation in Other Companies °
Owned z
Apr.1972 Joined Rinnai Corporation
Sep.1978 Director
Feb.1980 Director, and General Manager of
Corporate Planning Office
Jun.1983 Managing Director, and General Manager -
.. . of Production Technology Division 2
Kenji Hayashi Jul. 1992 Managing Director, and General Managgr502’024 E
(Jun. 27, 1949) : A shares -
of Related Business Division g
Jun.2005 Director, Managing Executive Officer, g
and General Manager of Related é
Business Division
1 Jun.2006 Vice Chairman of the Corporation
Apr.2017 Chairman of the Corporation (current)
Reason to propose the candidate for election astdir.
Mr. Hayashi has been involved in the extensive rgameent of the Corporation
from 1972 when he joined the Corporation. He hanl@Director from 1978, and £
General Manager of Corporate Planning Office (attye General Manager of o
Corporate Planning Division), General Manager afdection Technology &
Division, Related Business Division (currently,egtated with Corporate Planning o
Division), thereafter. He is also familiar with tRerporation’s business and has =
sufficient ability to solve management issuesall been concluded, therefore, that E
Mr. Hayashi can properly perform his duties asraaior. For this reason, B
management asks shareholders to reelect him tpakiton. .

Independent Anditors’ Report
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Candidate
Number

No. of
Shares
Owned

Name Career Summary and
(Date of Birth) Current Representation in Other Companies

Apr.1983 Joined Rinnai Corporation

Jun.1991 Director, Deputy General Manager of
Technology Research Headquarters, and
concurrently General Manager of New
Technology Development Division

Jul.1998 Director, General Manager of Technology
Research Headquarters

Jul.2001 Director, General Manager of Corporate
Planning Division and concurrently,
General Manager of Administration
Division

Jun.2003 Managing Director, General Manager of
Corporate Planning Division and
concurrently General Manager of
Administration Division

Jun.2005 Director, Managing Executive Officer,
General Manager of Corporate Planning
Division and concurrently General Manager
of Administration Division

Nov.2005 President and Executive Officer of the
Corporation (current)

Hiroyasu Naito
(Apr. 20, 1955)

510,180
shares

Reason to propose the candidate for election astdir.

Mr. Naito has been involved in the extensive manaage of the Corporation from 1983
when he joined the Corporation. He has been a Diréom 1991, and General Manager
Research & Development Headquarters, Corporateiigubivision, and Administration
Division, thereafter. He is also familiar with t@®rporation’s business and has sufficient
ability to solve management issues. It has beenlaeded, therefore, that Mr. Naito can
properly perform his duties as a director. For thisson, management asks shareholders

reelect him to this position.
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No. of
Shares
Owned

Candidatg Name Career Summary and
Number | (Date of Birth) Current Representation in Other Companies

Apr.1967 Joined Rinnai Corporation

Jun.1988 Director, General Manager of
Technology Research Headquarters and
concurrently General Manager of Quality
Guarantee Division

Jun.2001 Managing Director, General Manager |of
Production Headquarters

Jun.2005 Director, Managing Executive Officer,
and General Manager of Production
Headquarters

Nov.2005 Director, Managing Executive Officer, in
charge of domestic business, and
concurrently General Manager of
Marketing & Sales Headquarters

Apr.2006 Director, Senior Executive Officer, in
charge of domestic business, and
concurrently General Manager of
Marketing & Sales Headquarters

Apr.2009 Director, Executive Vice President;
responsible for Research & Development
Headquarters, Production Headquarters,

: 7,444

Overseas Business Headquarters and shares
Customer Division, and General Manager
of Marketing & Sales Headquarters

Apr.2010 Representative Director, Executive Vice
President; responsible for Research &

3 Development Headquarters, Production
Headquarters, Overseas Business
Headquarters and Customer Division,
and General Manager of Marketing &
Sales Headquarters

Oct.2010 Representative Director, Executive Vige
President; responsible for Research &
Development Headquarters, Production
Headquarters, Overseas Business
Headquarters, and General Manager of
Marketing & Sales Headquarters

Apr.2016 Executive Vice President, President's
Assistant, In charge of Production
Headquarters and Overseas Business
Headquarters (current)

Representation in other companies

President of Rinnai Net Co., Ltd.

Reason to propose the candidate for election astdir.

Mr. Narita has been involved in the extensive managnt of the Corporation from

1967 when he joined the Corporation. He has bdginetor and General Manager

of Technology Research Headquarters (currentlye&eb & Development

Headquarters) from 1988, and General Manager afuetmn Headquarters and

Marketing & Sales Headquarters, thereafter. Hdsis @miliar with the

Corporation’s business and has sufficient abilitgadlve management issues. It has

been concluded, therefore, that Mr. Narita can @rgmperform his duties as a

director. For this reason, management asks shakeisalo reelect him to this

position.

Notice of Convocation

Business Report

Tsunenori Naritd
(Jun. 15, 1948)
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No. of
Shares
Owned

Candidatg Name Career Summary and
Number | (Date of Birth) Current Representation in Other Companies

Apr.1979 Joined Rinnai Corporation

Jun.1999 General Manager of Information System
Division

Jun.2005 Executive Officer, General Manager of
Information System Division and
Distribution Control Division

Nov.2005 Executive Officer, Deputy General
Manager of Administration Headquarters
and concurrently, General Manager of
Corporate Planning Division,
Information System Division, and
Distribution Control Division

Apr.2007 Executive Officer, General Manager of
Administration Headquarters and
concurrently General Manager of
Corporate Planning Division

Jun.2007 Director, Executive Officer, General
Manager of Administration Headquarters,
and concurrently, General Manager of
Corporate Planning Division

Apr.2010 Director, Managing Executive Officer,
General Manager of Administration
Headquarters, and concurrently, General
Manager of Corporate Planning Divisio
and Information System Division

Apr. 2016 Director, Senior Managing Executive
Officer, General Manager of Corporate
Planning Headquarters, and concurrently,
General Manager of Corporate Planning
Division, Information System Division,
In charge of Administration Headquarters

Jul. 2016 Director, Senior Managing Executive
Officer, General Manager of Corporate
Planning Headquarters, and concurrently,
General Manager of Corporate Planning
Division. In charge of Administration
Headquarters (current)

Representation in other companies

President, Rinnai Enterprises

Reason to propose the candidate for election astdir.

Mr. Kosugi has been involved in the extensive manaant of the Corporation

from 1979 when he joined the Corporation. He hanl@Director and General

Manager of Information System Division from 1998daGeneral Manager of

Distribution Control Division, Corporate Planningvi3ion, and Administration

Headquarters, thereafter. He is also familiar \thi#th Corporation’s business and

has sufficient ability to solve management issltdsas been concluded, therefore,

that Mr. Kosugi can properly perform his dutiesaadirector. For this reason,

management asks shareholders to reelect him tpakison.

Notice of Convocation

Business Report

1,663
shares

Masao Kosugi
(Nov. 2, 1955)

=

Financial Statements

Independent Auditors® Report
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No. of
Shares
Owned

Candidatg Name Career Summary and
Number | (Date of Birth) Current Representation in Other Companies

Apr.1979 Joined Rinnai Corporation

Jul. 2001 Deputy General Manager of Research &
Development Headquarters, and
concurrently General Manager of
Electronic Research & Development
Division

Nov.2005 Executive Officer, General Manager of
Research & Development Headquarter
and concurrently, General Manager of
Technology Development Division

Jul. 2007 Executive Officer, General Manager in
charge of Research & Development
Headquarters

Apr.2008 Executive Officer, General Manager of
Research & Development Headquarter
and concurrently, General Manager of
Technology Administration Division

Jun.2009 Director, Executive Officer, General
Manager of Research & Development

Yuji Kondo Headquarters and concurrently Genergl 1,081

(Feb. 6, 1956) Manager of Technology Administration| shares
Division

Apr.2010 Director, Managing Executive Officer,
General Manager of Research &

5 Development Headquarters and
concurrently General Manager of
Technology Administration Division

May 2011 Director, Managing Executive Officer,
General Manager of Research &
Development Headquarters and
concurrently General Manager of
Electronics Development Division

Apr.2013 Director, Managing Executive Officer,
General Manager of Research &
Development Headquarters

Apr. 2016 Director, Senior Managing Executive
Officer, General Manager of Marketing
& Sales Headquarters, In charge of
Research & Development Headquarter
(current)

Reason to propose the candidate for election astdir.

Mr. Kondo has been involved in the management@Garporation from 1979

when he joined the Corporation. He has been a iremd General Manager of

Research & Development Headquarters from 2009 Gerckral Manager of

Marketing & Sales Headquarters later. He is aleadiy familiar with the

Corporation’s business and has sufficient abibitgdlve management issues. It has

been concluded, therefore, that Mr. Kondo can piggerform his duties as a

director. For this reason, management asks shakeisalo reelect him to this

position.

MNotice of Convocation
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Candidatt
Number

No. of
Shares
Owned

Name Career Summary and
(Date of Birth) Current Representation in Other Companies

Apr.1985 Professor at Department of Electrical
Engineering in Nagoya Institute of
Technology

Jan.2004 President at Nagoya Institute of
Technology

Apr.2010 Auditor at Aichi University of Educatio

Nobuyuki Matsuj Adviser of Aichi Prefectural Governme 0

(May 7, 1943) Office (Industrial Labor Section) shares

Apr.2012 Professor at Chubu University

Jun.2014 Outside director, Rinnai Corporation
(current)

Representation in other companies

Outside director at Fuji Machine MFG. Co., Ltd.

Outside director at Aichi Tokei Denki Co., Ltd

=}

Reason to propose the candidate for election asdeudirector.
Mr. Matsui has not been involved in the managernoéatcompany except as an
outside director, but he has been a professor gvysalnstitute of Technology 3
well as its president and has great knowledgesati@lar. Management believes
this background will enable him to suitably exeduieduties as an outside
director. For this reason, management asks shaleisaio reelect him to this
position.

(2]

Apr. 1965 Joined Toyota Motor Co., Ltd.

Jun. 1996 Director at Toyota Motor Corporation

Jun. 1999 Managing Director at Toyota Motor
Corporation

Jun. 2001 Senior Managing Director at Toyota
Motor Corporation

Jun. 2005 Senior Advisor at Toyota Motor
Corporation

Jun. 2005 President at Towa Real Estate Co., Ltd.

Jun. 2006 Director at Nakanihon Kogyo Co., Ltd. 0

May 2010 Advisor at Toyota Motor Corporation shares

Jun. 2010 Senior Advisor at Towa Real Estate Co.;
Ltd.

Jun. 2011 Audit & Supervisory Board Member at
Central Nippon Expressway Company
Limited

Jun.2016 Outside director, Rinnai Corporation
(current)

Representation in other companies

Nov. 2011 Chairman of Sasaegesified nonprofi
corporation

Takashi Kamio
(Nov. 27, 1942)

Reason to propose the candidate for election asdeudirector.
Mr. Kamio served as a senior managing directorogiola Motor Corporation and
as president at Towa Real Estate Co., Ltd., whicdlwad him to accumulate
extensive experience and wide-ranging knowledgendgament believes this
background will enable him to suitably executechiies as an outside director
For this reason, management asks shareholderslgziréim to this position.
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Notes:

1. No candidate has any particular interest inGbgporation.

2. Nobuyuki Matsui and Takashi Kamio are candid&teshe position of outside director.

3. Mr. Matsui and Mr. Kamio are currently outsideedtors of the Corporation. At the end of
this year’s Ordinary General Meeting of Sharehdd#reir term in office will be as
follows:

Nobuyuki Matsui: Three years
Takashi Kamio: One year

4. Mr. Kamio is Chairman of Sasaeai, a specifiedpmofit corporation to which the
Corporation makes donations. Since the donated armauwe as little as ¥30,000 per year,
however, this is deemed to have no impact on Mmig& impartiality.

5. The Corporation concluded agreements with MitsMizand Mr. Kamio in accordance with
the first paragraph of Article 427 of the Corporagev that limits liability for damages
caused by failure of duties to an amount determinelggal provisions. If they are
reelected and appointed as outside directors, ¢ginpaation will keep this agreement with
them in force.

6. The Corporation has notified the Tokyo Stockl&amme and the Nagoya Stock Exchange
that Mr. Matsui and Mr. Kamio fulfill the requirgzbsition of an independent officer. If they
are reelected and appointed as outside direct@<Corporation will maintain them as
independent officers.

Business Report Notice of Convocation
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Third Item on the Agenda-- Election of one (1) substitute Audit & SupervisoryBoard
Member

In case of a vacancy on the Audit & Supervisoryi8pavhich is required by law to maintain a
specific number of members, the Corporation wik sisareholders to elect one (1) substitute
Audit & Supervisory Board Member.

This item has already been agreed upon by menolb¢ne Audit & Supervisory Board.
The Corporation proposes the following candidatesfection as the substitute Audit &
Supervisory Board Member.

Name Career Summary and gﬁégs
(Date of Birth) Current Representation in Other Companies Owned
Jul. 2001 Commissioner's Secretariat at NationalAgency,
Internal Inspector at Nagoya Regional Taxation Bure
Jul. 2005 Special Examiner, Large Enterprise Exation
Yoshirou Department at Nagoya Regional Taxation Bureau
Ishi Jul.2008 Appeals Judge at Nagoya National Tax fdbu 0
shikawa o . ) . ) .
(Mar. 22, 1951 Jul.2009 District l_)lrector at Glfu-mlr_laml Tax Ofélc shares
' Aug. 2011 Established Yoshirou Ishikawa certifiad &ccountan
office (current)
Oct. 2011 Executive director, General incorporassbciation
Nakagawa houjinkai (current)

Notes:

1. Yoshirou Ishikawa has no particular intereghie Corporation.

2. Mr. Ishikawa is a candidate for the positiorsobstitute outside member of the Audit &
Supervisory Board.

3. Mr. Ishikawahas not been involved in the management of a coyam he has experience
and has acquired significant knowledge as an atcanuriManagement believes this
background will enable him to suitably executechiies as an outside member of the Audit
& Supervisory Board, and management asks sharefsalelect him to this position.

4. If Mr. Ishikawa is elected and appointed as a merab#re Audit & Supervisory Board, the
Corporation will conclude an agreement with hinagtordance with the Paragraph 1 of
Article 427 of the Corporate Law that limits liabjlfor damages caused by failure of duties
to an amount determined by legal provisions.

- END -
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Rinnai Corporation
Notice of Convocation of the 67th Ordinary GeneraBhareholders’ Meeting

“Tsubaki-no-ma” Room, 7th Floor, Meitetsu New Grataitel
(next to the Bic Camera store)
6-9, Tsubaki-cho, Nakamura-ku, Nagoya

| DIRECTIONS |
A five-minute walk from Nagoya Station,
reached by JR, Meitetsu Railway, Kintetsu Railveand Subway
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