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Mitsubishi Corporation International (Europe) Ple

Strategic Report

The directors present their Strategic Report for the year ended 31 March 2015 in accordance with section 414 of the
Companies Act 2006.

The company’s principal activities are those of trading in a broad range of commodities, industrial and consumer
products, and the provision of services, including financing.

Review of the business and key performance indicators

Turnover for the year ended 31 March 2015 amounted to £501 million (2014: £536 million) and the gross profit
percentage was 3.08% (2014: 4.29%). The decrease in turnover and gross profit percentage was mainly due to the
decrease in aluminium transactions. Profit after taxation for the year ended 31 March 2015 amounted to £32.6
million (2014: £19.5 million), including dividend income of £18.5 million (2014: £9.5 million) from the company’s
European subsidiaries. The company continued to perform well given market conditions that continue to be
challenging. Profits were primarily driven by the aluminium business within the Metal division and dividend income
from its subsidiaries.

Other operating income net of expenses for the current year amounted to £21.5 million which is £10.4 million higher
than last year (2014: £11.1 million). There was an increase in service and management fee income as well as other
operating income. The company has recognised foreign exchange gains of £3.1 million (2014: losses £0.2 million)
as a result of favourable exchange rate changes. The total dividend income received including those from other
investments during the year amounted to £22.6 million (2014: £15.4 million).

The stock holding level has increased by approximately £39 million to £191 million as at 31 March 2015 compared to
the prior year (2014: decrease of £22 million to £152 million). The amount held in stock at any one time will vary
depending upon the timing of deliveries. The proportion of current liabilities to current assets is 84% which is almost
the same as in the previous year (2014: 89%).

During the year, the company has transferred the investment in Diamond UK Transmission Corporation Limited to a
fellow UK group company, Diamond Transmission Corporation Limited, at fair value. As a result the company
recognised £1.9m profit from this transfer.

The company has closed the Mitsubishi Corporation Retirement Benefits Scheme (“defined benefit scheme™) to
future accrual of final salary benefits on 28 February 2015.

The directors are pleased with performance this year and overall they expect that the company will continue to
perform well, although the prevailing market conditions present some challenges for the aluminium business. The
directors remain committed to further strengthening internal controls and compliance to manage the risks to which the
company is exposed.

Principal risks and uncertainties

Because of the nature of the company’s trading and business model, it is exposed to various risks, all of which are
monitored and controlled. However these risks could potentially have a material impact on the company’s
performance. The principal areas of risk relate to credit risk, foreign exchange currency risk, interest rate risk, price
risk and liquidity risk. These are discussed below and in more detail in notes 13 and 17 to the financial statements.

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. Credit risk primarily arises since trade in most cases requires extending credit to
customers, without which many would not trade with the company.

This risk is managed through taking out credit insurance wherever possible and also having rigorous monitoring and
investigation carried out by the risk management department.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign exchange
rates. The company trades in many products in many countries in different currencies and is exposed to currency
risk.

To manage this, the company has established and follows a strict policy of entering into forward exchange contracts
to match sales and purchases in different currencies, wherever this risk exists.

[R9)



Mitsubishi Corporation International (Europe) Ple

Strategic Report (continued)

Principal risks and uncertainties (continued)

Interest rate risk

Interest rate risk is split into two different types of risks - cash flow interest rate risk and fair value interest rate risk.
Cash flow interest rate risk is the risk that the future cash flows of financial instruments will fluctuate because of
changes in market interest rates. As the company has variable rate bank deposits and loans, it is exposed to cash flow
interest rate risk.

Fair value interest rate risk is the risk that the value of financial instruments will fluctuate because of changes in
market interest rates. A significant proportion of activity centres around funding made available to related parties, for
which interest is charged at a market rate. Funding for this is borrowed and so a potential risk of movements in
interest rates arises on both the borrowing and lending side.

As a matter of policy, risk is managed by ensuring that lending is on the same basis as borrowing so movements on
one side are matched by movements on the other side.

Price risk
Price risk is the risk that commodities that are bought at market price will fall in value before the company has been
able to sell them. By the nature of its trading, the company is exposed to price risk.

This risk is managed and controlled in different ways. Where possible the company enters into back-to-back
transactions so that the buying price and selling price are fixed at the same time. Also for some of the commodities
that are traded, there is a commodities exchange market. In this instance commodity futures are bought and sold to
hedge physical trading positions.

Liquidity risk
Liquidity risk is the risk that the company will have insufficient short-term assets to finance short-term liabilities.
The company has significant levels of short-term liabilities so it is open to liquidity risk.

The risk is managed by effective cash management and continual monitoring of short-term funding requirements and
an enhanced risk management system to identify any potential problems early with the realisation of liquid assets.
The company also has quick access to short-term funding from group sources.

The use of derivatives is governed by the company’s policies approved by the board of directors, which provides
written principles on the use of financial derivatives. The company wishes to strictly control risk positions that are
taken. All significant foreign exchange risk should be hedged. Where price risk occurs this needs to be within pre-
approved limits and the company will use futures to hedge that exposure. The overall position is constantly
monitored to ensure adherence to agreed limits.

Future prospects

While the directors do not anticipate any significant changes in the business in the near future, the current economic
environment does present a challenge to the company in maintaining this strong performance. This will not be an
easy task and it is expected that market conditions and the prevailing economic environment will continue to present
the company with new challenges.

The company has a close relationship with its parent company and follows the group’s strategic plan whenever
possible. The company will continue to take up new challenges and adapt to changes which best suit the group’s
development plan. It is considered that the company is in a good position to deal with these challenges. The
company will continue to strengthen its trading groups from the company’s as well as the group’s perspective as a
whole. Internal controls that identify and manage risk exposures and good relationships with customers will continue
to be fundamental management tools in the day-to-day business operations.

Approved by the Board of Directors
and signed by order of the Board

Hdyashi
Managing Director

1 July 2015
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Mitsubishi Corporation International (Europe) Plc

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 March 2015.

Directors

The current directors are shown on page 1. The directors who served throughout the year, except as noted, and up to
the date of this report were:

H Hayashi

Y Kitagawa

S Iwai (resigned 17 March 2015)
A Kurosawa (appointed 17 March 2015)
S Kowase  (resigned 17 March 2015)
J Kitaguchi

G Williams

M Kawamata

K Shiobara (appointed 1 April 2015)
M Pratt

A Fraser

J Rogers (appointed 17 March 2015)
S Shimada  (resigned 17 March 2015)

Dividends

The directors have recommended and paid a dividend of £19,507,000 during the year. (2014: interim and final
dividend £49,347,000).

Financial risk management objectives and policies and future prospects

Details of the company’s financial risk management objectives and policies and future prospects can be found within
the principal risks and uncertainties section of the Strategic Report and form part of this report by cross-reference.
Going concern

The directors have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. The company has strong risk management and treasury functions to oversee the
current trading environment to minimise the impact of such risks. In addition the company has financing sources
both from the group as well as third party banks. Accordingly, the company continues to adopt the going concern
basis in preparing the financial statements.

Further details regarding the adoption of the going concern basis can be found in note 1 to the financial statements.
Auditor

Each of the persons who is a director at the date of approval of this report confirms that:

e 5o far as the director is aware, there is no relevant audit information of which the company’s auditor is unaware;
and

e the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the company’s auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006.

Deloitte LLP have expressed their willingness to continue in office as auditor and a resolution to reappoint them will
be proposed at the forthcoming Annual General Meeting.

Approved by the Board of Directors
and signed by order of the Board

é Hayashi

Managing Director
1 July 2015



Mitsubishi Corporation International (Europe) Ple

Directors’ responsibilities statement

The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework. Under company law the directors must not approve the financial statements unless
they are satisfied that they give a true and fair view of the state of affairs of the company and of the profit or loss of
the company for that period. In preparing these financial statements, the directors are required to:

e sclect suitable accounting policies and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent;

» state whether Financial Reporting Standard 101 Reduced Disclosure Framework has been followed, subject to any
material departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
to enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on
the company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.



Independent auditor’s report to the members of
Mitsubishi Corporation International (Europe) Plc

We have audited the financial statements of Mitsubishi Corporation International (Europe) Plc for the year ended

31 March 2015 which comprise the profit and loss account, the statement of comprehensive income, the statement of
changes in equity, the balance sheet and the related notes 1 to 21. The financial reporting framework that has been applied
in their preparation is applicable law and Financial Reporting Standard 101 Reduced Disclosure Framework.

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the company and the company’s members as a body,
for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and
express an opinion on the financial statements in accordance with applicable law and International Standards on Auditing
(UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors.

Scope of the audit of financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the company’s circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the
directors; and the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial statements and to identify
any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge acquired
by us in the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies
we consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:

e give atrue and fair view of the state of the company's affairs as at 31 March 2015 and of its profit for the year then
ended;

e  have been properly prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework;
and

e  have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matter prescribed in the Companies Act 2006

In our opinion the information in the Strategic Report and Directors® Report for the financial year for which the financial

statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you

if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

e  certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Mw - /7"'7/“”'\

Kevin Thompson (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

, *gt% 2015



Mitsubishi Corporation International (Europe) Ple

Profit and loss account
Year ended 31 March 2015

2015 2014
Notes £2000 £000
Turnover 1,2 501,299 535,767
Cost of sales (485,838) (512,780)
Gross profit 15,461 22,987
Administrative expenses (26,0006) (29,575)
Other operating income net of expenses 5 21,494 11,141
Operating profit 4 10,949 4,553
Dividend income from shares in group undertakings 21,955 14,770
Income from other fixed asset investment 676 599
Profit from sales of fixed asset investment 11 1,936 -
Interest receivable and similar income 6 628 1,898
Interest payable and similar charges q (1,081) (919)
Profit on ordinary activities before taxation 35,063 20,901
Tax charge on profit on ordinary activities ' 8 (2,464) (1,394)
Profit on ordinary activities after taxation and profit
for the financial year 32,599 19,507




Mitsubishi Corporation International (Europe) Plc

Statement of comprehensive income
Year ended 31 March 2015

Profit for the financial year

Items that will not be reclassified subsequently to profit or loss:

Actuarial loss on pension scheme
UK deferred tax credit/(charge) attributable to actuarial loss

Items that may be reclassified subsequently to profit or loss:

Gains/(losses) arising on available for sale financial assets during the period
Movement on cash flow hedges

Tax relating to items that may be reclassified

Total other comprehensive (expense)/income for the period net of tax

Total comprehensive income for the period

Notes

17

2015 2014
£000 £000
32,599 19,507
(2,336) (185)
467 417)
408 (325)
4 (53)
(79) 93
(1,536) (887)
18,620

31,063




Mitsubishi Corporation International (Europe) Plc

Statement of changes in equity
Year ended 31 March 2015

Balance at 31 March 2014

Profit for the period

Other comprehensive (expense)/income for the
period

Total comprehensive income for the period

Dividends

Balance at 31 March 2015

Called up Profit
share Revaluation Hedging and loss
capital reserve reserve  account Total
£000 £°000 £7000 £000 £°000
120,658 241 - 15,408 136,307
y = - 32,599 32,599
- 330 3 (1,869) (1,536)
- 330 3 30,730 31,063
- - - (19,507)  (19,507)
120,658 571 3 26,631 147,863




Mitsubishi Corporation International (Europe) Plc

Balance sheet
As at 31 March 2015

Fixed assets
Intangible assets
Tangible fixed assets
Investments

Current assets

Stocks

Debtors

- due within one year

- due after one year
Deferred tax asset

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one year
Net assets

Capital and reserves

Called up share capital

Hedging reserve

Revaluation reserve

Profit and loss account

Shareholders’ funds

Notes

10
11

12

14

14

15

2015 2014
£2000 £2000
249 209
929 329
95,271 99,902
96,449 100,440
191,450 152,459
130,361 173,249
372 1,240
426 1,031
1,786 1,824
324,395 329,803

(272,632)  (293,737)
51,763 36,066
148,212 136,506

(349) (199)
147,863 136,307
120,658 120,658
3 -
571 241
26,631 15,408
147,863 136,307

The financial statements of Mitsubishi Corporation International (Europe) Plc registered number 02214224 were

approved by the Board of Directors on 1 July 2015.

Signed on behalf of the Board of Directors

H éayashi
Managing Director

10



Mitsubishi Corporation International (Europe) Ple

Notes to the financial statements
Year ended 31 March 2015

Accounting policies
Principal accounting policies

The principal accounting policies are summarised below. They have all been applied consistently throughout
the year and the preceding year.

Basis of accounting

Mitsubishi Corporation International (Europe) Ple is incorporated in the United Kingdom under the
Companies Act. The address of the registered office is given on page 1. The nature of the company’s
operations and its principal activities are set out in the Strategic Report on pages 2 to 3.

The company meets the definition of a qualifying entity under Financial Reporting Standard 100 Application
of Financial Reporting Requirements issued by the Financial Reporting Council and the company has decided
to change its accounting framework from UK GAAP to Financial Reporting Standard 101 Reduced Disclosure
Framework as issued by the Financial Reporting Council (“FRS 101”) in advance of 1 January 2015. The
company adopted the first FRS101 reporting for the period ended 31 March 2014 and this is the second year
reporting under FRS101 since its adoption.

Accordingly these financial statements for the year ended 31 March 2015 have been prepared in accordance
with Financial Reporting Standard 101 Reduced Disclosure Framework as issued by the Financial Reporting
Council.

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain
financial instruments and stock.

Group financial statements

These financial statements present information about the company as an individual undertaking and not about
its group. Consolidated financial statements have not been prepared as the company is a wholly-owned
subsidiary of Mitsubishi Corporation, a company incorporated in Japan and so is therefore exempt by virtue of
s401 of the Companies Act 2006 from the requirement to prepare and deliver group financial statements.

Cash flow statement and disclosure exemptions

As permitted by FRS101, the company has taken advantage of the disclosure exemptions available under that
standard in relation to presentation of a cash flow statement, standards not yet effective, presentation of
comparative information in respect of certain assets, impairment of assets and related party transactions.
Where required, equivalent disclosures are given in the group financial statements of Mitsubishi Corporation
which are available to the public and can be obtained as set out in note 19.

Going concern

The company has policies in place to ensure the risks mentioned in the Strategic Report and Directors’ Report
and notes 13 and 17 are within management’s scrutiny and control. The company has strong risk management
and treasury functions to oversee the current trading environment to minimise the impact of such risks. In
addition the company has financing sources both from the group as well as third party banks.

As discussed in the Strategic Report, the company has continued to perform well during the year ended

31 March 2015. The company has a strong balance sheet with positive net current assets and shareholders’
funds. The total borrowings of the company as at 31 March 2015 of £235.7 million (2014: £258.8 million)
(bank loans, overdrafts and intergroup balances — see note 14) are short-term facilities.



Mitsubishi Corporation International (Europe) Ple

Notes to the financial statements
Year ended 31 March 2015

1. Accounting policies (continued)
Going concern (continued)

These are matched to a significant extent against the aggregate of amounts receivable from other group
companies of £35.7 million (2014: £80.7 million) (see note 13) which are on terms similar to the borrowings
and stock of £191.4 million (2014: £152.5 million) (see note 12), a large portion of which relates to
commodities that are traded on international exchanges and therefore considered to be liquid and easily
convertible to cash. While the bank borrowings and facilities are current and uncommitted, the directors are of
the opinion that these will remain available to the company for the foreseeable future.

Based on the above factors, and after making enquiries, the directors have reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Accordingly,
the company continues to adopt the going concern basis in preparing the annual report and financial
statements.

Intangible assets

Software assets are valued at cost on acquisition and are amortised in equal annual amounts over their useful
economic lives, estimated to be approximately three years. Amortisation expenses are recognised within
administration expenses in the profit and loss account. Provision is made for any impairment.

Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation. Depreciation is provided against cost in
equal annual instalments over the estimated useful life of the asset. Office equipment has an estimated useful
life of four years and IT equipment has an estimated useful life of three years, all other assets have an
estimated useful life of four years.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset and is recognised in the profit and loss account.

Stocks

Stocks except aluminium are stated at the lower of cost and net realisable value. Cost represents invoiced
price together with, as appropriate, directly related overheads. Cost is calculated using the weighted average
method. Net realisable value represents the estimated selling price less all estimated costs of completion and
cost to be incurred in marketing, selling and distribution. Provision is made for obsolete, slow-moving or
defective items where appropriate.

All aluminium stocks are valued at fair value, determined at the quoted price of aluminium at the London
Metal Exchange (LME) at the balance sheet date, plus the approximate market premium/discount published by
the Metal Bulletin at that date less costs to sell.

Revenue

Turnover represents amounts receivable for goods and services provided in the normal course of business, net
of trade discounts, VAT and other sales-related taxes. Turnover is recognised at the point where delivery of
goods is made. For those transactions where the company takes significant risk in terms of stock, pricing or
credit, turnover is recognised as principal. Where no significant risk passes to the company and the company
acts as either agent or broker then only the commission receivable is recorded as turnover.

Interest income is recognised on a time basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated cash receipts through the expected
life of the financial asset to that asset’s net carrying amount.

Other operating income consists mainly of fees charged for non-trading services which are recognised on an
accruals basis.

Dividend income from investments is recognised when the company’s right to receive payment has been
established.

12



Mitsubishi Corporation International (Europe) Plc

Notes to the financial statements
Year ended 31 March 2015

1. Accounting policies (continued)
Foreign exchange

The company’s financial statements are presented in pounds sterling which is the currency of the primary
economic environment in which it operates and is deemed to be its functional currency.

Monetary assets and liabilities denominated in foreign currencies have been translated into sterling at the rates
of exchange ruling at the balance sheet date. Transactions denominated in foreign currencies are translated at
the rates prevailing on the dates of the transactions. Resulting differences on translation are charged or
credited to the profit and loss account.

In order to hedge its exposure to certain foreign exchange risks the company enters into forward contracts. See
below for details of the company policy on such derivatives and financial instruments.

Leases

Rental costs under operating leases are charged to the profit and loss account in equal annual amounts over the
period of the leases. For operating leases where the company acts as lessor, rental income is credited to the
profit and loss account in equal instalments over the period of the lease.

Pension costs

The company operates both a defined benefit and a defined contribution pension scheme. The defined benefit
scheme closed to future accrual of final salary benefits on 28 February 2015.

For defined benefit schemes the amounts charged to operating profit are the current service costs and gains and
losses on settlements and curtailments. These are included as part of staff costs. Past service costs are
recognised immediately in the profit and loss account if the benefits have vested. If the benefits have not
vested immediately, the costs are recognised over the period until vesting occurs. The interest cost and the
expected return on assets are shown as a net amount of other finance costs or credits adjacent to interest.
Actuarial gains and losses are recognised immediately in the statement of other comprehensive income.

Defined benefit schemes are funded, with the assets of the scheme held separately from those of the company,
in separate trustee administered funds. Pension scheme assets are measured at fair value and liabilities are
measured on an actuarial basis using the projected unit method and discounted at a rate equivalent to the
current rate of return on a high quality corporate bond of equivalent currency and term to the scheme

liabilities. The actuarial valuations are obtained at least triennially and are updated at each balance sheet date.
The resulting defined benefit asset or liability, net of the related deferred tax, is presented separately after other
net assets on the face of the balance sheet.

For defined contribution schemes the amount charged to the profit and loss account in respect of pension costs
and other post-retirement benefits is the contribution payable in the year. Differences between contributions
payable in the year and contributions actually paid are shown as either accruals or prepayments in the balance
sheet.

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at the amounts expected to be paid
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date. The tax
currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible.



Mitsubishi Corporation International (Europe) Plc

Notes to the financial statements
Year ended 31 March 2015

1. Accounting policies (continued)
Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary difference and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary difference can be
utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is charged or credited in profit and loss, except when it relates to items charged or
credited in other comprehensive income, in which case the deferred tax is also dealt with in other
comprehensive income.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they related to income taxes levied by the same taxation authority and
the company intends to settle its current tax assets and liabilities on a net basis.

Deferred taxation is provided in full on timing differences that result in an obligation at the balance sheet date
to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise
based on current tax rates and law. Timing differences arise from the inclusion of items of income and
expenditure in taxation computations in periods different from those in which they are included in the financial
statements.

Deferred tax assets are recognised to the extent that it is regarded as more likely than not that they will be
recovered. Deferred tax assets and liabilities are not discounted.

Financial instruments

Financial assets and financial liabilities are recognised in the company’s balance sheet when it becomes a
principal party to the contractual provisions of the instrument.

Trade receivables

Trade receivables are measured at amortised cost using the effective interest rate method. Appropriate
allowances for estimated irrecoverable amounts are recognised in the profit and loss when there is objective
evidence that the asset is impaired. The allowance recognised is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows discounted at the effective interest
rate.

Investments

Investments are stated at cost less any provision for impairment in all cases where the ultimate holding
company holds a majority stake, as the company has no control of the cash flows or the eventual selling price.
All other investments, including investments held as current assets, are classified as available-for-sale and are
stated at fair value except where the directors are of the opinion that the variability in the range of reasonable
fair value measurements for the company’s shares in these undertakings is significant and the probabilities of
the various estimates within the range cannot be reasonably assessed, in which case the investment is stated at
cost less provisions for impairment as an approximation to fair value. Changes in fair value are recognised in
other comprehensive income, until the investment is disposed of or is determined to be impaired, at which time
the cumulative gain or loss previously recognised in other comprehensive income is included in the net profit
or loss for the period. Provisions for impairment are recognised in the profit and loss account.

14



Mitsubishi Corporation International (Europe) Ple

Notes to the financial statements
Year ended 31 March 2015

1. Accounting policies (continued)
Financial instruments (continued)
Cash and cash equivalents

Cash and cash equivalents comprise cash and demand deposits and other short-term highly liquid investments
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in
value.

Bank borrowings

Interest bearing bank loans and overdrafts are recorded as the proceeds are received, net of direct issue costs.
Finance charges, including premiums payable on settlement or redemption and direct issue costs, are
accounted for on an accruals basis in the profit or loss using the effective interest rate method and are added to
the carrying amount of the instrument to the extent that they are not settled in the period in which they arise.

Trade payables
Trade payables are measured at amortised cost, using the effective interest rate method.
Equity instruments

Equity instruments issued by the company are recorded when the proceeds are received net of direct issue
costs.

Derivative financial instruments and hedge accounting

The company’s activities expose it primarily to the financial risks of changes in price and changes in foreign
currency exchange rates. The company uses foreign exchange forward contracts to hedge its foreign exchange
exposure and uses futures as traded on the London Metal Exchange to manage against any price risk exposure
on its aluminium trading operations. However, the company does not apply hedge accounting under IAS39
Financial Instruments: recognition and measurement for these derivatives used to manage price risk on
commodities. The company only uses derivative financial instruments for speculative purposes to a limited
extent with board approval.

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are
subsequently re-measured to their fair value at each balance sheet date. The resulting gain or loss is
recognised in profit or loss immediately unless the derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition in profit or loss depends on the nature of the hedge
relationship. The company designates certain derivatives as hedges of highly probable forecast transactions or
hedges of foreign currency risk of firm commitments (cash flow hedges).

A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the
instrument is more than 12 months and it is not expected to be realised or settled within 12 months, Other
derivatives are presented as current assets or current liabilities.

Hedge accounting

The company designates certain hedging instruments, which include derivatives, as cash flow hedges. Hedges
of foreign exchange risk on firm commitments are accounted for as cash flow hedges.

At the inception of the hedge relationship, the entity documents the relationship between the hedging
instrument and the hedged item, along with its risk management objectives and its strategy for undertaking the
various hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis the company
documents whether the hedging instrument that is used in a hedging relationship is highly effective in
offsetting changes in cash flows of the hedged item.

Note 17 sets out the details of the fair values of the derivative instruments used for hedging purposes.
Movements in the hedging reserve in equity are also detailed in the statement of other comprehensive income.
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b)

Accounting policies (continued)
Hedge accounting (continued)

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges are deferred in equity. The gain or loss relating to the ineffective portion is recognised immediately in
the profit and loss account.

Amounts deferred in equity are recycled in profit or loss in the periods when the hedged item is recognised in
profit or loss, in the same line of the profit and loss account as the recognised hedged item. However, when the
forecast transaction that is hedged results in the recognition of a non-financial asset or a non-financial liability,
the gains and losses previously deferred in equity are transferred from equity and included in the initial
measurement of the cost of the asset or liability.

The company also hedges the foreign currency exchange risks on certain investments (the ‘hedged item’) that
are denominated in US dollars. Such investments are hedged against loans in the same foreign currency of the
same value and similar maturity profile (the ‘hedging instrument”).

Fair value hedges that meet the hedge accounting criteria are accounted for as follows:

e The gain or loss from re-measuring the hedging instrument at fair value is recognised in the profit or loss
account; and

e The carrying amount of the hedged item is adjusted through the profit or loss account for the gain or loss
on the hedged item attributable to the hedged risk.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised, or
no longer qualifies for hedge accounting. At that time, any cumulative gain or loss on the hedging instrument
recognised in equity is retained in equity until the forecasted transaction occurs. If a hedged transaction is no
longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to net profit or loss
for the year.

Critical accounting judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Estimates and assumptions are
continually evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable and relevant under the circumstances, independent estimates, quoted
market prices and common modelling techniques. Actual outcomes could result in a material adjustment to the
carrying amount of assets or liabilities affected in future periods. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

The critical judgements that the directors have made in the process of applying the company’s accounting
policies that have the most significant effect on the amounts recognised in financial statements and the key
assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, are discussed below.
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1. Accounting policies (continued)
Evaluating the substance of transactions and gross versus net presentation of revenue

The company and its employees undertake a very wide range of business activities. These involve trading in
goods on the company’s own account and as an intermediary on behalf of others, as well as performing a range
of management, treasury and other services on behalf of other Mitsubishi group undertakings.

Management is required to exercise judgement in order to determine to what extent, if at all, the company is
exposed to the significant risks and rewards of these business activities. This judgement determines whether
the company should recognise revenue and profit at all, for example where transactions may have the legal
form of a sale but do not expose the company to any significant risks and rewards of the underlying goods or
services and whether the company should recognise revenue on a principal or agency basis, where the
company is acting as an intermediary. Management judgement is also required to determine the appropriate
revenue recognition policy to apply, for example where transactions have the legal form of a sale but where
the substance of the transaction is that of a stock lending or financing transaction.

In making these judgements, management considers the detailed guidance set out in TAS 18 Revenue and IAS
39 Financial instruments: recognition and measurement, in particular whether the company has received from,
or transferred to, the counterparty the significant risks and rewards of the goods, services or financial
instruments.

Fair value measurements

The company has material assets and liabilities which are measured at fair value or fair value less costs to sell,
most notably the company’s derivatives and aluminium stock. Fair value measurements are based on the
amounts for which the assets and liabilities could be exchanged at the relevant transaction date or reporting
period end, and are therefore not necessarily reflective of the likely cash flow upon actual settlements. In
almost all cases where fair value accounting is applied the company has chosen not to apply the hedge
accounting requirements of TAS 39 Financial instruments: recognition and measurement and as a result the full
unrealised gains and losses resulting from the revaluation of these assets and liabilities at each reporting date
are recognised directly in profit and loss.

Where fair value measurements cannot be derived from publicly available information, they are estimated
using models and other valuation methods. To the extent possible, the assumptions and inputs used take into
account externally verifiable inputs. However, such information is by nature subject to uncertainty, particularly
where comparable market-based transactions rarely exist. Further details of the techniques applied, inputs used
and the sensitivity to changes are given in notes 11 and 17 to the financial statements.

Assessment that the range of fair value measurements for certain available-for-sale investments is
significant and the probabilities of the various estimates within the range cannot be reasonably assessed

The company has certain available-for-sale equity investments for which no quoted market price in an active
market is available (see note 11). These investments represent minority shareholdings in a number of
businesses that the company invested in to augment its trading activities or the wider Mitsubishi group’s long-
term strategic goals. None of the shares have a quoted market price in an active market and the company’s
investments are all small percentages of the total in the context of long-term ownership of controlling interests
by other investors which do not give the company significant influence over the cash flows or operating and
financial policies of these investments.

As a result the directors are of the opinion that the variability in the range of reasonable fair value
measurements for these investments is significant and the probabilities of the various estimates within the
range cannot be reasonably assessed. As such the company measures these investments at cost, less any
impairment, as an approximation to fair value.
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1. Accounting policies (continued)
Assessment of events and changes in circumstances which may indicate the impairment of assets

Investments in subsidiaries and associates, other investments (see note 11), loans and debtors (see note 13),
intangible assets (see note 9) and tangible fixed assets (see note 10) are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying value of these investments may not be fully
recoverable. While TAS 36 Impairment of assets provides examples of events and changes within the company
and in its external environment which should be considered as a minimum for this assessment, the application
of management judgement is required in determining whether other events and changes in circumstance may
also be indications of impairment. Management judgement is also required to determine the significance of
the impact of identified events and changes in circumstances on the company’s assets, the determination of
which may also involve making judgements and estimates about the likelihood of future events.

If an asset’s recoverable amount is less than the asset’s carrying amount, an impairment is recognised in profit
and loss. Estimates which are used to calculate the asset’s recoverable amount are discounted using asset
specific discount rates and are based on expectations about future cash flows. Changes in such estimates could
impact recoverable values of these assets. Estimates are reviewed regularly by management.

Measurement of post-employment benefit liabilities

The defined benefit pension scheme’s assets are measured at fair value, the estimation uncertainty around
which is discussed above. The present value of the defined benefit pension scheme’s liabilities is also
dependent on a number of assumptions including interest rates of high quality corporate bonds, inflation and
mortality rates. The net interest expense or income is dependent on the interest rates of high quality corporate
bonds. The assumptions are based on the conditions at the time and changes in these assumptions can lead to
significant movements in the estimated obligations.

Management judgement and estimates are also required in determining the extent of the economic benefit the
company will receive from the surplus, either through refund or a reduction in future contributions and
whether additional deficit reduction contributions might be required which would require immediate provision.
Further details of the techniques applied, inputs used and the sensitivity to changes of the net pension liabilities
are given in note 18 to the financial statements.
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2

Revenue

An analysis of the Company’s revenue is as follows:

2015 2014

£000 £7000

Sales of goods and services (“turnover’) 501,299 535,767
Service and management fees income 15,012 13,181
Interest receivable and similar income (note 6) 628 1,898
Dividend income 22,631 15,369
Total revenue 539,570 566,215

An analysis of the company’s turnover by type of transactions:
Turnover represents:

e gross sales with respect to transactions in which the company is named as principal;
e commission receivable for transactions in which the company acts as a disclosed settlement agent; and
e brokerage commission receivable.

Turnover comprises:

2015 2014
£2000 £°000
Principal 494,947 528,263
Agency 3,217 3,671
Brokerage 3,135 3,833

501,299 535,767

An analysis of the Company’s turnover by geographical market is set out below:

2015 2014

£°000 £°000

From customers located within the United Kingdom 96,002 80,427
From customers located outside the United Kingdom 405,297 455,340

501,299 535,767
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3. Information regarding directors and employees
2015 2014
£000 £7000
Directors’ emoluments:
Emoluments 1,870 1,994
Company contributions to money purchase pension scheme 32 5
1,902 1,999
No. No.
Number of directors who are members of a money purchase pension scheme 2 1
£2000 £°000
Remuneration of the highest paid director 851 809
No. No.
Average number of persons employed (including directors)
Trading and administration 169 165
£°000 £°000
Employee costs (excluding directors’ emoluments)
Wages and salaries 7,956 7,848
Social security costs 1,017 988
Pension costs/(credits) (1,264) 1,026
Cost in respect of parent company’s employees on secondment 5,489 6,056
13,198 15,918

The company’s defined benefit pension scheme has closed to future accrual of final salary benefit on
28 February 2015 and as a result a past service credit of £2,324,000 has been recognised in the profit and loss
account. Please refer to note 18 for further details.
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4. Operating profit

Operating profit is stated after charging the following amounts:

Depreciation of tangible fixed assets
Amortisation of intangible assets
Net rentals payable under operating leases - property (note 16)

Staff costs

Fees payable to the company’s auditor for the audit of the company’s annual
accounts

Fee payable to the company’s auditor and their associates for other services to the
company

— Audit-related assurance services
— Taxation compliance services
— Pensions advice

5. Other operating income net of expenses

Service and management fees income
Net foreign exchange gains/(losses)
Other items of operating income/(expense)

2015 2014
£2000 £2000
145 74
163 336
1,711 1,659
15,080 17,868
192 226
230 238
73 104

57 5
2015 2014
£2000 £000
15,012 13,181
3,081 (152)
3,401 (1,888)
21,494 11,141

Service and management fees include management, IT and other recharges to various group companies for
services provided. Other items of operating income and expense consist mainly of fair value gains and losses
on foreign exchange contracts, gains and losses on disposal of fixed assets as well as movements in bad debt

and other provisions.

6. Interest receivable and similar income

Interest receivable from group undertakings
Interest receivable from associates

Bank and other interest receivable

Net interest income on the net defined benefit asset

2015 2014
£000 £000
168 1,224
183 339
264 317
13 18
628 1,898
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7. Interest payable and similar charges

Interest on bank loans and overdrafts
Interest payable to group undertakings

8. Tax charge on profit on ordinary activities

(i) The tax charge comprises:

United Kingdom corporation tax
Adjustment in respect of prior years
Foreign tax

Group taxation relief

Total current tax
Deferred tax

Origination and reversal of temporary differences
Impact of change in tax rates

Total deferred tax

Total tax on profit on ordinary activities

(ii)  The charge for the year can be reconciled to the profii in the profit and loss account as follows:

Profit on ordinary activities before tax

Tax at 21% (2014: 23%) thereon:
Effects of:

Expenses not deductible for tax purposes
Pension adjustment

Fixed asset timing differences

Foreign tax suffered

United Kingdom dividend income

Other income not chargeable for tax purposes
Group relief for prior year

Prior year adjustments

Total tax charge for the year
Total deferred tax

Total tax on profit on ordinary activities

2015 2014
£2000 £000
93 92
988 827
1,081 919
2015 2014
£000 £000
1,632 1,204
(170) 217
9 26

i (165)
1,471 1,282
993 478

" (366)

993 112
2,464 1,394
2015 2014
£000 £000
35,063 20,901
(7.363) (4,807)
(171) (233)
859 435
26 4
) (26)
4,611 3,397
406 ;

; 165

170 (217)
(1,471) (1,282)
(993) (112)
(2,464) (1,394)
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8. Tax charge on profit on ordinary activities (continued)
(iii)  Tax recognised in other comprehensive income comprises.:

In addition to the amount charged to the income statement, the following amounts relating to tax have been
recognised in other comprehensive income:

2015 2014
£000 £000
Deferred tax
Arising on income and expenses recognised in other comprehensive income
Revaluation of available-for-sale financial assets (78) 80
Deferred tax attributable to actuarial loss 467 417)
Revaluations of financial instruments treated as cash flow hedges (1) 13
Total income tax recognised in other comprehensive income 388 (324)

(tv)  Deferred taxation

The following are the major deferred tax liabilities and assets recognised by the company and movements
thereon during the current and prior reporting period.

Accelerated Revaluation  Retirement
tax of financial benefit
depreciation Others assets  obligations Total
£ £ £ £ £
At 31 March 2014 300 78 (65) 718 1,031
(Charge)/credit to profit or loss (160) 2 - (835) (993)
(Charge)/credit to other comprehensive income - (1) (78) 467 388
At 31 March 2015 140 79 (143) 350 426

The company has no unused trading or capital losses as at the balance sheet date.

Deferred tax assets and liabilities are offset where the Company has a legally enforceable right to do so. The
following is the analysis of the deferred tax balances (after offset) for financial reporting purposes:

2015 2014
£°000 £000

Deferred tax liabilities (143) (64)
Deferred tax assets 569 1,095
426 1,031

Deferred tax is calculated at the tax rate that has been enacted or substantively enacted at the balance sheet
date. Legislation was passed in July 2013 to reduce the main rate of UK corporation tax from 21% to 20%
with effect from 1 April 2015. The 20% rate has therefore been applied in the calculation of deferred tax.
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9.

10.

Intangible assets

Cost

At 31 March 2014
Additions
Disposals

At 31 March 2015

Accumulated depreciation

At 31 March 2014
Charge for the year
Disposals

At 31 March 2015

Net book value
At 31 March 2015

At 31 March 2014

Tangible fixed assets

Cost

At 31 March 2014
Additions
Disposals

At 31 March 2015

Accumulated depreciation

At 31 March 2014
Charge for the year
Disposals

At 31 March 2015

Net book value
At 31 March 2015

At 31 March 2014

Software Total
£000 £000
1.842 1.842
203 203
2,045 2,045
1,633 1,633
163 163
1,796 1,796
249 249
209 209
Furniture,

fixtures Office
Vehicles and fittings equipment Total
£°000 £°000 £000 £°000
20 2,306 480 2,806
27 477 261 765
20) (249) (88) (357)
27 2,534 653 3,214
16 2,038 423 2,477
5 82 58 145
(20) (229) (88) (337)
1 1,891 393 2,285
26 643 260 929
329

4 268 57
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11. Investments

Shares in Shares in Investment
subsidiary  other group in Other
undertakings undertakings associates investments Total
£000 £000 £000 £°000 £000

Cost
At 31 March 2014 87,010 6,808 2,785 4,697 101,300
Additions - 15 - - 15
Disposals/Capital redemption - (4,447) (789) - (5.236)
Fair value movement - 3 - 406 409
Foreign currency revaluation - - 255 - 255
At 31 March 2015 87,010 2,379 2,251 5,103 96,743
Provision
At 31 March 2014 - - - 1,398 1,398
Additions - 74 - - 74
Disposals - - - - -
At 31 March 2015 - 74 - 1,398 1,472
Net book value
At 31 March 2015 87,010 2,305 2,251 3,705 95,271
At 31 March 2014 87,010 6,808 2,785 3,299 99,902

Shares in subsidiary undertakings

The shares in subsidiary undertakings represents the five Western European subsidiaries of the company
located in Germany, Spain, Italy, Netherlands and France. All the subsidiaries’ principal activities relate to
general trading of commaodities and the provision of services.

Shareholdings in subsidiaries are as follows:

Company name

Mitsubishi International G.m.b.H
Mitsubishi France S.A.
Mitsubishi Italia S.p.A
Mitsubishi Nederland B.V.
Mitsubishi Espana S.A.

Total

Country of
incorporation

Germany
France

Italy
Netherlands
Spain

Shareholding

%

100
100
100
100
100

In the opinion of the directors, there is no impairment to the carrying value of the subsidiaries.

£°000

59,312
15,072
1,468
1,292,
3,866

87,010
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11.

Investments (continued)

Shares in other group undertakings

Country of Shareholding Principal
Company name incorporation % £ Class business activity
Princes Limited United Kingdom 10 700,000 Ordinary Trading in canned
foods
Triland Metals Limited United Kingdom 9.09 1,431,764 Ordinary Metal brokerage
Green Power Development Netherlands 0.12 16,669 Special Development of
Member wind power projects
Mitsubishi Corporation LT Germany 21.67 156,282 Ordinary Logistic services
Europe G.m.B.H.

2,304,715

During the year the company has transferred its 5.05% shareholding of £4.4m in Diamond UK Transmission
Corporation Limited to a fellow UK group company, Diamond Transmission Corporation Limited, at fair
value. As a result, the company recognised £1.9m profit from this transfer.

The company also recognised an impairment of £74,000 in Green Power Development fund due to difficulties
in meeting the target returns from the projects.

The company’s investments in shares in other group undertakings represent non-controlling interests in these
companies. None of the shares have a quoted market price in an active market and all of the shares in all of the
companies except Green Power Development are wholly owned between various Mitsubishi group
undertakings which intend to hold them as long-term investments. Given the lack of marketability of the
shares, the context of long-term ownership of controlling interests in the investments by other Mitsubishi
group undertakings and the fact that the company’s investments in the shares do not give it control or
significant influence over the cash flows or operating and financial policies of these investments the directors
are of the opinion that the variability in the range of reasonable fair value measurements for the company’s
shares in these group undertakings is significant and the probabilities of the various estimates within the range
cannot be reasonably assessed. As such the company has measured these investments at cost as an
approximation to fair value.
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11.

12.

Investments (continued)
Investment in associates

This represents an unlisted investment of £2.3 million (US$3.3 million) in an Irish associate, Deucalion MC
Engine Leasing Ltd (DMCELL), specialising in aircraft engine leasing in which the company has a 40%
shareholding. To hedge against foreign currency movements, the company has a designated loan of a similar
amount as a fair value hedge of this investment. During the year, DMCELL has sold some of the engines and
returned the capital to its shareholders.

The company has given a charge over its investment in DMCELL in conjunction with a third party bank
facility provided to DMCELL. The total value of this facility is approximately US$15m of which US$4.1m is
drawn down at year end.

Other investments

All other investments represent minority shareholdings in a number of businesses that the company invested in
to augment its trading activities or the wider Mitsubishi group’s long-term strategic goals. None of the shares
have a quoted market price in an active market and the company’s investments are all small percentages of the
total in the context of long-term ownership of controlling interests by other investors which do not give the
company significant influence over the cash flows or operating and financial policies of these investments. The
directors are of the opinion that the variability in the range of reasonable fair value measurements for the
company’s shares in these undertakings is significant and the probabilities of the various estimates within the
range cannot be reasonably assessed. As such the company has measured these investments at cost as an
approximation to fair value.

The most significant other investment is the £3.7 million (US$5.5 million) investment for approximately 1%
share in Capula Investment Management LLP and Capula Management Ltd, a hedge fund manager and hedge
fund management company respectively.

Also included within other investments is an investment in Seabased AB, a Swedish company which develops
‘sea wave” technology for power generation. A full provision for impairment was recognised against the £1
million cost of this investment in 2013 due to delays in the underlying project. The company will continue to
monitor and review the investment on a quarterly basis.

Stocks
2015 2014
£000 £°000
Aluminium stock held at fair value less costs to sell 186,653 149,811
Other stock held at the lower of cost and net realisable value 4,797 2,648
Finished goods and goods for resale 191,450 152,459
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13.

Debtors

Amounts due within one year:
Trade debtors
Less: allowance for doubtful receivables

Amounts owed by parent company and fellow subsidiary undertakings
Amount owed by associates

Loans to third parties

Corporation tax receivable

VAT receivable

Prepayments and accrued income

Derivative assets (note 17)

Amounts due after more than one year:
Derivative assets — non current (note 17)
Deferred tax assets (note 8)

Other prepayment

Total debtors

2015 2014
£000 £2000
54,383 60,216
(705) (1,732)
53,678 58,484
35,759 80,699
2,765 5,403
6,598 7,359
187 -
1,749 .
405 1,728
29,220 19,576
130,361 173,249
354 1,222
426 1,031

18 18

798 2971
131,159 175,520

All trade debtors that are due within one year have a maturity of nine months or less and are non-interest

bearing and therefore do not expose the company to interest rate risk.

The loans to fellow subsidiary undertakings have no fixed repayment terms. The loans carry interest at
LIBOR plus an appropriate margin for group finance. In the opinion of the directors the carrying amount is a
reasonable approximation of fair value. The loan to the associated company carries interest at the company’s

borrowing rate plus an appropriate margin.

Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial

loss to the company.

Credit risk arises from trade receivables due to the fact that trading in most cases requires extending of credit
to customers which otherwise may not trade with the company. The company’s principal customers, suppliers
and financial institutions with which it conducts business are spread across diverse geographical areas.

28



Mitsubishi Corporation International (Europe) Plc

Notes to the financial statements
Year ended 31 March 2015

13.  Debtors (continued)
Credit risk management (continued)

The company has stringent policies in place, managed by a specialist risk management team, which govern the
management of credit risk, including the establishment of counterparty credit limits and specific transaction
approvals in line with the company’s delegation of authority. The company limits the credit risk by evaluating
the potential counterparties before entering into transactions with them and continues to monitor and assess
their creditworthiness after transactions have been initiated. Creditworthiness is assessed using information
from various sources, an internal credit rating system and qualitative and quantitative data. The system of
internal credit rating is based on statistical analysis, with customers being individually rated.

The company attempts to minimise credit risk through using credit insurance wherever considered appropriate
and rigorous monitoring of receivables. Depending on the creditworthiness of the counterparty the company
may require collateral in the form of guarantees, letters of credit and cash. As at 31 March 2015 the company
has credit exposure of £23.96 million (31 March 2014: £25.38 million) covered by parent and third party
guarantees in relation to its trade receivables. Credit exposure to any low rated single non-related counterparty
or any group of counterparties having similar characteristics is not considered to be significant. The company
defines counterparties as having similar characteristics if they are part of the same corporate group.

The company’s maximum exposure to credit risk is largely limited to the carrying amount of its receivables,
cash and derivatives, although the company has also given a charge over one of its investments as a guarantee
of the bank borrowings of an associate as disclosed in note 11.

Included in the company’s trade receivables balance are debtors with a carrying amount of £0.02 million
(31 March 2014: £0.01 million) which are more than 30 days overdue at the reporting date for which the
company has not provided since there has not been a significant change in credit quality and the company
believes that the amounts are still recoverable.

Below is the table showing the movement in the provision against doubtful receivables which are aged from
current to over one year. Specific provisions are made against receivables where the prospect of collection is
foreseen as unlikely.

Movement in the allowance for doubtful receivables

2015 2014

£000 £°000

Balance at the beginning of the year 1,732 1,885
Exchange difference 21 (134)
Provision charged during the year 26 -
Provision used during the year (1,074) -
Provision reversed during the year - (19)
Balance as at end of the year 705 1,732
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14. Creditors

Amounts falling due within one year

Bank loans and overdrafts (unsecured)

Trade creditors

Amounts owed to parent company and fellow subsidiary undertakings
Corporation tax

Other taxation and social security

Derivative liabilities (note 17)

Accruals and deferred income

Amounts falling due after more than one year
Derivative liabilities (note 17)

Other payable

Total creditors

2015 2014
£2000 £2000
14,132 6,996
23,430 20,125
221,597 251,787
- 871

366 1.316
4,533 4,568
8,574 8,074
272,632 293,737
278 129

i 70

349 199
272,981 293,936

All trade creditors and amounts owed to the parent for trading transactions are due within one year and are

non-interest bearing and therefore do not expose the company to interest rate risk.

Bank loans and overdrafts (Unsecured)
The borrowings are repayable as follows:
On demand or within one year

Analysis of borrowings by currency

USS

£°000

31 March 2015 13,405
Bank loans

31 March 2014 3,904
Bank loans

In the opinion of the directors the contracted interest rates for borrowings are not materially different from the
effective interest rates and accordingly the carrying amount of bank loans and overdrafts and amounts owed to

2015
£000

14,132
EUR
£000
723

3,092

2014
£°000

6,996

CHF
£°000

4

parent company and fellow subsidiary undertakings is a reasonable approximation of fair value. Further
information in respect of interest rate risk is presented in note 17 to the financial statements.
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15.  Called up share capital

2015 2014
£°000 £°000
Called up, allotted and fully paid:
120,658,154 (2014: 120,658,154) ordinary shares of £1 each 120,658 120,658

16.  Operating lease commitments

At 31 March 2015, the company had outstanding commitments for future minimum lease payments under non-
cancellable operating leases, which fall due as follows:;

Land and buildings

2015 2014
£7000 £000
Leases which expire:
- within one year 2,242 2,521
- between two and five years 12,428 10,654
- after five years 20,196 -

The future minimum sublease payments expected to be received under non-cancellable sublease agreements as
at 31 March 2015 is £14,483,000 (2014: £5,237,000).

The company has entered into an operating lease for its office premises. The lease is due to expire in 2026.
The company subleases part of the office premises to fellow group companies over the same lease term.

The gross rental expense charged to the profit and loss account is £2,672,000 (2014: £2,666,000) with sub-
lease income from the fellow group companies of £961,000 (2014: £1,007,000).
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17.

Derivatives and financial instruments
Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class of
financial asset, financial liability and equity instrument are disclosed in note | to the financial statements.

Financial risk management objectives

The company’s treasury function provides services to the business, co-ordinates access to domestic and
international financial markets and monitors and manages the financial risks relating to the operations of the
company through internal risk reports which analyse exposures by degree and magnitude of risk. These risks
include market risk (including currency risk, fair value interest rate risk and price risk), credit risk, liquidity
risk and cash flow interest rate risk.

The company seeks to minimise the effects of these risks by using derivative financial instruments to hedge
these risk exposures. The use of financial derivatives is governed by the company’s policies approved by the
board of directors, which provide written principles for the management of foreign exchange risk, interest rate
risk, credit risk, the use of financial derivatives and non-derivative financial instruments. Compliance with
policies and exposure limits is reviewed by management on a continuous basis. It is not the policy of the
company to enter into these derivative positions on a speculative basis except to a very limited extent with
board approval, and firm rules and procedures are in place to ensure that the company follows these policies
and that the company risk position is properly managed.

The company has entered into a number of financial instruments as part of its trading portfolio, which are used
as hedging tools to match the risks to which the company is exposed. It is the company policy to use these
financial instruments and derivatives to hedge outstanding assets and liabilities or transactions that have not
yet been undertaken but to which there is a firm commitment or highly probable forecast transaction.

The company is exposed to certain risks and applies the appropriate hedge to match that risk. Where trading
exposes the company to foreign exchange risk, forward exchange contracts are entered into to hedge the risk.
If the company is exposed to credit risk it will, where appropriate, take out credit insurance to help manage
that risk. Where it trades in commodities physically that are also traded on terminal markets it will use futures
contracts to hedge any price exposure that it may have.

A summary of the financial instruments of the company, by category, including the estimate of fair value is as
follows:

At 31 March 2015

Designated Total
Loans and Available-  Amortised hedging  Held for  carrying Fair
receivables for-sale cost  relationships trading value value
£7000 £°000 £000 £000 £°000 £000 £000

Financial assets

Trade and other receivables

Non-derivative assets 98.818 - - - - 98,818 98,818
Derivative assets - - - 4 29,570 29,574 29,574
Available-for-sale investments - 6,010 - - - 6,010 6.010
Cash and cash equivalents 1,786 - - - - 1,786 1,786

Financial liabilities

Trade and other payables

Non-derivative liabilities - - (42.813) - - (42,813) (42.813)
Derivative liabilities - - - - (4,811) (4,811) (4,811)

Bank overdrafts and other loans
Current - - (224.916) - - (224916) (224,916)
Non current - = = - - -
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17.  Derivatives and financial instruments (continued)
Financial risk management objectives (continued)

At 31 March 2014

Designated
Loans and Available-  Amortised hedging
receivables for-sale cost  relationships
£000 £°000 £°000 £000
Financial assets

Trade and other receivables
Non-derivative assets 151,945 - - -
Derivative assets - - - -
Available-for-sale investments - 10,107 - -
Cash and cash equivalents 1,824 - - -

Financial liabilities

Trade and other payables

Non-derivative liabilities - - (87.799)
Derivative liabilities - 2 -

Bank overdrafts and other loans
Current - - (199,214)
Non current - # "

Total

Held for  carrying
trading value
£000 £000

- 151,945
20,798 20,798
- 10,107
- 1,824

= (87.799)
(4,697) (4.697)

- (199.214)

Fair
value
£000

151,945
20,798
10,107
1,824

(87.799)
(4,697)

(199,214)

Please refer to note 11 for further disclosure on the fair value of available-for-sale investments. In the opinion

of the directors, the carrying values of the financial instruments above approximate to the fair values.

The fair value of the derivative financial instruments at the balance sheet date was as follows:

Assets:

Current derivative assets

- Currency derivatives

- Aluminium commodity contracts

Non-current derivative assets
- Currency derivatives
- Aluminium commodity contracts

Liabilities:

Current derivative liabilities

- Currency derivatives

- Aluminium commodity contracts

Non-current derivative liabilities
- Currency derivatives
- Aluminium commodity contracts

2015 2014
£000 £000
6,285 373

22,935 19,303

29,220 19,576

177 -
177 1,222
354 1,222
3,148 552
1,385 4,016
4,533 4,568
183 31
95 98
278 129
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17.

Derivatives and financial instruments (continued)
Financial risk management objectives (continued)

The fair values for currency derivatives were calculated using the closing price published in The Financial
Times on the last working day of the month and forward point adjustment from Reuters also on the last
working day. The fair values for commodity contracts were calculated using the applicable closing rates on
the London Metal Exchange and the market premium published by Metal Bulletin.

Hedge accounting

While the company makes extensive use of derivative financial instruments to hedge the risks to which it is
exposed, it applies hedge accounting under [AS 39 Financial instruments: recognition and measurement only
in limited circumstances. The hedging transactions the company undertakes that are not recognised through the
profit and loss account are cash flow hedges in respect of foreign exchange forward contracts and other
financial instruments used to hedge variations in cash flows likely to arise out of changes in foreign currency
exchange rates and commodity prices for highly probable forecast future transactions and firm commitments.

In addition, the company also uses a fair value hedge for its investment in an associate. The only risk hedged
is foreign currency risk as this investment is US dollar denominated and is hedged by equivalent borrowings
also denominated in US dollar. The total exchange gain recognised in the profit and loss account on this
investment during the year as a result of this fair value hedge was £255,000 (2014: loss of £270,000), offset by
a loss of a similar amount on the loan.

Below is a summary of the aggregate gains and losses that are recognised directly in equity:

2015 2014

£°000 £000

Aggregated gains on foreign exchange hedges 4 -
Aggregated losses on foreign exchange hedges - -
Net gain on foreign exchange hedges 4 -
Gains for the year deferred to equity 4 -
Recycling of amounts from hedging reserve to profit and loss - (53)
Net gain/(loss) for the year + (33)

As at 31 March 2015, there were two designated and effective cash flow hedges which have been deferred in
equity.

The following table details the forward foreign currency contracts outstanding as at the year end designated for
cash flow hedges:

Outstanding contracts Foreign currency Contract value Fair value

2015 2014 2015 2014 2015 2014
Cash flow hedges
Buy US dollars $’000 $°000 £°000 £000 £°000 £000
Less than three months 190 - 124 - 4 -

More than three months - = = 9 -

190 - 124 - 4 -

Effectiveness testing is carried out on each cash flow hedge on inception and at the reporting dates.
Management have assessed the above hedges to be highly effective.
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Derivatives and financial instruments (continued)

Market risk

The company’s activities expose it to the financial risks of changes in commodity price and foreign currency
exchange rates. The company enters into a variety of derivative financial instruments to manage its exposure
to commodity price and foreign currency risk, including:

e forward foreign exchange contracts to hedge the exchange rate risk; and

e  futures as traded on the exchanges to hedge against any price risk exposure on its aluminium trading
operations.

The major commodity traded in the current year was aluminium. The company’s risk management objective
and strategy for undertaking the hedge is to eliminate any commodity price risk within a transaction in line
with the company and departmental guidelines and rules concerning the internal risk position.

Market risk exposures are measured using sensitivity analysis, disclosed below. There has been no change to
the company’s exposure to market risks or the manner in which it manages and measures the risk over the last
financial year.

(i) Commodity price risk exposure

The company utilises derivative contracts to hedge price fluctuation on aluminium. The company buys and
sells commodity futures on the commodity exchanges as a means to hedge its price risk exposure. The futures
are traded on a back-to-back basis with each physical contract and as a result very few speculative positions
are held.

At the balance sheet date, the total notional amount of outstanding future commodity contracts was as follows:

Aluminium
£000 £°000
Long Short
31 March 2015 213,346 371,742
31 March 2014 211,087 342,119

These futures contracts cover a variety of settlement periods beyond the balance sheet date, the latest one
being due for settlement in March 2017. ‘Long’ refers to the buying position of aluminium future contracts
whereas ‘Short’ refers to the selling position of aluminium future contracts.

The ranges that have been used in the fair value of the material commodity derivatives are as follows:

Aluminium: US$1,787 — US$1,883 per metric ton (2014: US$1,751 — US$1,923 per metric ton).
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17.  Derivatives and financial instruments (continued)

(ii)  Commaodity price sensitivity analysis

The sensitivity analysis demonstrates the difference and risk that could affect the company’s profit due to the
market and price risk associated with aluminium trading. The following sensitivity analysis has been carried
out on the fair values of the commodity derivatives:

2015
Impact on profit
and loss account
Lowest case Highest case

(loss) (profit)

£000 £°000

Aluminium futures 12,321 10,479

Total 12,321 10,479
2014

Impact on profit
and loss account
Lowest case Highest case

(loss) (profit)
£°000 £ 000
Aluminium futures 5,465 1,807
Total 5,465 1,807

The highest and lowest cases were picked up from the highest and lowest monthly average premium,
contango/backwardation and published market price data from the last three years. This is consistent with the
data and calculations used by management in its internal risk management process.

Foreign currency risk

The company’s treasury department will undertake cash management to ensure the foreign currency cash
balances are maintained as working capital based on the estimate of future needs. When a transaction results
in a foreign exchange exposure in any currency then this exposure is hedged by the treasury department.
Exchange rate exposures are managed within approved policy parameters utilising forward foreign exchange
contracts.
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17.

Derivatives and financial instruments (continued)

(@) Foreign Currency risk exposure

A significant portion of the company’s earnings are denominated in foreign currencies. Consequently the
company has significant risk in the translation of these earnings to its functional currency in sterling. The
foreign currency profits before tax by major currency (other than sterling) for the company are:

2015 2014

£°000 £°000

US Dollar 17,242 22,994
Euro 18,688 10,053
Japanese Yen 427 655

The company manages the foreign currency risk by regularly monitoring the net foreign currency earnings
against current exchange rates to sterling. Additionally any changes to budgeted earnings figures are also
taken into account. Where required, hedging action is undertaken and a report on the outstanding positions
and valuations is presented to the management at each month end.

Monetary assets and liabilities by major foreign currency at the balance sheet date are:

Monetary liabilities Monetary assets

2015 2014 2015 2014

£000 £°000 £°000 £000

US Dollar 210,210 175,975 66,595 121,781
Euro 12,272 15,768 15,755 14,086
Japanese Yen 1,471 630 1,471 634

(i) Foreign currency sensitivity analysis

The following table shows the company’s sensitivity to a 10% increase and decrease in sterling against the
relevant foreign currencies. The sensitivity analysis demonstrates the impact to the company profit and loss as
aresult of the change in foreign currency exchange rates based on the earnings and the value of foreign
currency monetary assets and liabilities shown above.

Sensitivity analysis profit/(loss) impact:

10% weakening in £
against other currency

10% weakening in £
against other currency

2015 2015 2014 2014
£000 £°000 £000 £°000
On net On net

monetary On  monetary On

items earnings items earnings

US Dollar (15,957) 1,916 (6,021) 2,555
Euro 348 2,076 (168) 1117
Japanese Yen - 47 1 13
Total impact (loss)/profit (15,609) 4,039 (6,188) 3,745

For a 10% strengthening of sterling against the relevant currency, there would be an almost equal and opposite
impact on the earnings and on the monetary items in the balance sheet.
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Derivatives and financial instruments (continued)
(ifi)  Foreign currency confracts

The company utilises currency derivatives to hedge significant future transactions and cash flows. The
company is a party to a variety of foreign currency forward contracts in the management of its exchange rate
exposure. The instruments purchased are primarily denominated in the currencies of the commodity or the
market place that the physical transaction takes place in.

At the balance sheet date, total notional amount of outstanding forward foreign exchange contracts that the
company has committed to are as below:

GBP UsD EUR
£000 £000 £°000
31 March 2015 92,027 98.831 7,997
31 March 2014 132,452 103,670 28,339

These arrangements are designed to address significant exchange exposures that the company has for
contracted commitments. The vast majority are due to mature within twelve months of the balance sheet date.
A very small number extend beyond then, the latest one maturing in May 2017.

At 31 March 2015 the fair value of the company’s currency derivatives is estimated to be a net asset of
£6,328,000 (2014: net liability of £310,000). These contracts are valued using pricing techniques involving
assumptions based on observable market data to determine the expected settlement amount, which is the
present value of the difference between the contract rate and the current forward rate multiplied by the notional
currency amount, taking into account the need for adjustments for credit risk. This comprises £6,328,000
(2014: £310,000) relating to booked transactions, being accounts receivable and short-term borrowing and this
year the amount of effective cash flow hedge which have been deferred in equity was £4,000 (2014: £nil) as
discussed above under hedge accounting.

Listed below are the exchange rate ranges used in calculating the fair value as at 31 March 2015 for the key
currencies held as derivatives.

US Dollars — Euro 1.0740 — 1.07675 (2014: 1.3781 — 1.3840)
US Dollars — Sterling 1.4845 — 1.48442 (2014: 1.6649 — 1.6672 )

The company also acts as agent for its fellow subsidiaries and parent company in contracting foreign exchange
forward contracts. These foreign exchange contracts are not included on the company’s balance sheet on the
basis that the company is only acting as agent and does not bear the significant risks and rewards of these
instruments other than the fixed agency commission that is recognised as income as earned. The fair value of
such contracts as at 31 March 2015 was a gain of £52,028,739 (2014: gain of £21,130,394).

Interest rate risk

The company in its normal course of business requires funding to finance its commodity trading operations. It
is exposed to interest rate risk predominantly because of the mismatch between the value of floating rate
assets, mainly consisting of cash flows from stock and debtors versus fixed rate liabilities. The company’s
interest risk management policy is to hedge the overall floating rate exposure by using fixed rate borrowings of
a similar short term duration. Longer dated assets over one year in duration are normally matched by
borrowings obtained from a fellow group undertaking.
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17.

Derivatives and financial instruments (continued)

Interest rate risk (continued)

From time to time the company uses interest rate swaps to manage its exposure to interest rate movements on

its borrowings. As at 31 March 2015 the company has no outstanding interest rate swaps contracts

(2014: £nil).

The table below summarises the contractual maturity dates of the company’s financial instruments, from the
year end, which are exposed to cash flow interest rate risk.

As at 31 March 2015

Assets:

Cash at bank and in hand

Loans to third parties

Amounts owed by parent company
and fellow subsidiary
undertakings

Amount owed by associates

Liabilities:

Bank loans and overdrafts

Amounts owed to parent company
and fellow subsidiary
undertakings

As at 31 March 2014

Assets:

Cash at bank and in hand

Loans to third parties

Amounts owed by parent company
and fellow subsidiary
undertakings

Amount owed by associates

Liabilities:

Bank loans and overdrafts

Amounts owed to parent company
and fellow subsidiary
undertakings

Between  Between More Non-

Less than  oneand twoand than five interest
one year two years five years years  bearing Total
£000 £000 £000 £000 £000 £7000
1,786 - - - - 1,786
6,598 - - - - 6,598
15,857 - - - 19,902 35,759
2,765 - - - - 2,765
14,132 - - - - 14,132
210,784 - - - 10,813 221,597

Between  Between More Non-

Less than  oneand twoand than five interest
one year two years five years years bearing Total
£000 £000 £°000 £°000 £000 £7000
1,824 - - - - 1,824
7,359 - - - - 7,359
15,082 - - - 65,617 80,699
5,395 - - - 8 5,403
6,996 - - - - 6,996
192,218 - - - 59,569 251,787

Contracted interest rates on cash at bank and deposit range from nil% to 0.25%.

Contracted interest rates on loans to third parties and amounts owed by parent company and fellow subsidiary
undertakings range from Libor +0.40% to Libor + 0.50%.
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17.  Derivatives and financial instruments (continued)

Contracted interest rates on bank loans and amounts owed to parent company and fellow subsidiary
undertakings range from Libor -0.125% to Libor +0.30%.

The directors are of the opinion that the above contracted interest rates are a fair approximation of the effective
interest rates as at 31 March 2015.

Liquidity risk

The financing requirements of the company are predominantly short-term in nature and therefore liquidity
management is one of the key risks that the company faces. The company manages its financing requirement
and hence its liquidity risk with the aid of a cash flow forecast that is continuously updated to reflect the actual
requirement in each currency. Where appropriate the company seeks to match the duration of liabilities to the
underlying assets so as to minimise liquidity risk.

The company meets its financing requirements mainly through a combination of inter-group loans and
reserves. The company also has access to uncommitted facilities from a range of banks.

An analysis of the liquidity profile of the company’s financial liabilities is as follows:

Between Between
Within one and two and
one year two years  five years Total
2015 £°000 £7000 £°000 £000
Bank loans and overdrafts (14,132) - - (14,132)
Other loans (210,784) - - (210,784)
Related interest (103) - - (103)
Trade and other payables (42,742) (71) - (42,813)
Derivative liabilities (4,533) (278) - (4,811)
Total (272,294) (349) - (272,643)
Between Between
Within one and two and
one year  twoyears five years Total
2014 £000 £000 £000 £000
Bank loans and overdrafts (6,996) - - (6,996)
Other loans (192,218) - - (192,218)
Related interest (220) - - (220)
Trade and other payables (87,729) (70) - (87,799)
Derivative liabilities (4,568) (129) - (4,697)

Total (291,731) (199) - (291,930)
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Derivatives and financial instruments (continued)

Fair value measurements recognised in the balance sheet

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

e Level | fair value measurements are those derived from quoted prices (unadjusted) in active markets for

identical assets or liabilities;

e [evel 2 fair value measurements are those derived from inputs other than quoted prices included within
Level | that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived

from prices); and

e Level 3 fair value measurements are those derived from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs).

Financial assets at FVTPL
Derivative financial assets

Available-for-sale financial assets
Unquoted equities

Total

Financial liabilities at FVTPL
Derivative financial liabilities

Total

Financial assets at FVTPL
Derivative financial assets

Available-for-sale financial assets
Unquoted equities

Total

Financial liabilities at FVTPL
Derivative financial liabilities

Total

2015
Level 1 Level 2 Level 3 Total
£°000 £°000 £°000 £°000
- 29,574 - 29,574
- - 6,010 6,010
- 29,574 6,010 35,584
- 4,811 - 4,811
- 4,811 - 4,811
2014
Level 1 Level 2 Level 3 Total
£°000 £°000 £000 £°000
- 20,798 - 20,798
- - 10,107 10,107
- 20,798 10,107 30,905
- 4,697 - 4,697
- 4,697 - 4,697
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17.

18.

Derivatives and financial instruments (continued)
Reconciliation of Level 3 fair value measurements of financial assets:

Available-for-sale
Unquoted equities

2015 2014

£°000 £°000
Opening balance 10,107 8,500
Total gains or losses:
- impairment loss in profit and loss (74) -
- fair value movement in statement of comprehensive income 409 (325)
- purchases less disposals (4,432) 1,932
Closing balance 6,010 10,107

The table above only includes financial assets. There were no financial liabilities subsequently measured at
fair value on Level 3 fair value measurement bases. All gains and losses included in the statement of
comprehensive income relate to unquoted equities held at the balance sheet date and are reported as fair value
movement in investment (note 11).

Netting arrangements

The company enters into netting agreements with counterparties to manage the credit and settlement risks
associated with all its derivatives. These netting agreements and similar arrangements enable the company and
its counterparties to settle cash flows on a net basis and set-off liabilities against available assets in the event
that either party is unable to fulfil its contractual obligations. Gross notional amounts of the company’s
derivatives are set out above in the sections of this note relating to the risk the derivatives are used to manage.

Pension scheme
Defined benefit scheme

The Mitsubishi Corporation Retirement Benefits Scheme (“the defined benefit scheme™) is a funded defined
benefit pension scheme operated for the benefit of the employees of Mitsubishi Corporation International
(Europe) Plc.

The charge for the year in the profit and loss account represents the current service cost, interest cost and
expected return on assets as measured through the actuarial valuation for the year.

An actuarial valuation is performed every three vears, the latest as at 1 April 2012. This revealed a funding
deficit versus the actuarial provisions for the scheme’s liabilities of £5,565,000. Following this the Trustees of
the scheme reviewed their investment policy in consultation with the company. It was decided to reduce risks
in the scheme by purchasing bulk annuities and deferred annuities to cover pensions in payment and deferred
pensions. This was funded by a combination of the sale of other scheme investments and a single company
contribution of £8.0 million in December 2012. The contribution was part of a Recovery Plan dated 3
December 2012 that was designed to both eliminate the funding deficit revealed in the April 2012 valuation
and to substantially cover the additional cost experienced by the scheme in purchasing annuities.

The “Standard Contribution Rate” increased from 25.8% of basic salaries to 47.8% from 1 April 2012,

The scheme closed to future accrual of final salary benefits on 28 February 2015. A past service credit of
£2,324,000 has been recognised in the profit and loss account which reflects the decrease to the liabilities in
respect of the members who were active at the date of closure and whose accrued benefits are now assumed to

increase in line with the assumption for deferred pension revaluation to retirement, rather than salary increases.

The pension charge for the period in respect of employees was £497.000 (2014: £681,000).
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18.  Pension scheme (continued)
Defined benefit scheme (continued)

An interim valuation for this reporting period (for accounting purposes) was carried out by a qualified actuary.
The major assumptions used for this valuation were:

2015 2014
Discount rate (pre and post retirement) 3.20% 4.35%
Rate of increase in salaries 4.30% 4.40%
RPI price inflation 3.30% 3.40%
CPI price inflation 2.10% 2.20%
Rate of increase for pensions in payment (LPI minimum 3% pa
where CPI is used from April 2011) 3.15% 3.20%
Rate of increase for pensions in deferment 2.10% 2.20%
Life expectancy at age 60:
Current pensioners - Men 28.0 27.9
- Women 30.7 30.7
Future pensioners now aged 40 - Men 29.5 29.5
- Women 324 323

The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out below:

Assumption Change in assumption Impact on scheme liabilities
Discount rate Increase/decrease by 0.25% Decrease/increase by 4.9%
Inflation assumption * Increase/decrease by 0.25% Increase/decrease by 1.7%
Post retirement mortality Increase/decrease by 1 year Increase/decrease by 3.6%

* The inflation sensitivity assumption allows for the impact on all inflation related assumptions (salary
increases, deferred revaluation and pension increases subject to relevant caps and floors).

Based on the above assumptions the surplus/(deficit) in the scheme at each assessment date was:

2015 2014

£000 £°000
Value of insured annuities 39,345 31,886
Fair value of other scheme assets 19,674 15,007
Total value of scheme assets 59,019 46,893
Present value of funded obligations (including insured annuities) (52,407) (43,355)
Surplus in the scheme 6,612 3,538
Adjustment for TAS 19 asset ceiling (6,612) (3,538)

Net pension asset recognised on the balance sheet - -

The net defined benefit pension asset recognised has been restricted to nil as the company does not have an
unconditional right to the refund of the surplus from the scheme and will not obtain economic benefit from a
reduction in future contributions.
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18.  Pension scheme (continued)
Defined benefit scheme (continued)

The fair value of the scheme’s invested assets is set out below.

Bonds
Cash
Insurance annuity

Total

2015 2014
£000 £000
19,502 14,915
172 92
39,345 31,886
59,019 46,893

The fair value of the bonds is based on quoted prices. Other assets are unquoted. The scheme does not invest in

any of the company’s own financial instruments or property occupied by, or other assets used by, the

company.

Total expense recognised in profit and loss

Current service cost

Past service credit

Net interest income on the net defined benefit liability/asset
Interest cost on adjustment for the IAS 19 asset ceiling

Total (income)/expense

Annual return on scheme assets:

Actual return on scheme assets

Changes in the present value of the defined benefit obligation are as follows:

Opening defined benefit obligation
Current service cost

Past service credit

Employee contributions

Interest cost on funded obligations
Actuarial losses

Disbursement

Closing defined benefit obligation

2015 2014
£7000 £2000
513 529
(2,324) .
(167) (201)
154 183
(1,824) 511
2015 2014
£000 £000
12,888 1,394
2015 2014
£2000 £2000
43,355 41,713
513 529
(2,324) :
75 86
1,857 1,853
10,280 238
(1,349) (1,064)
52,407 43,355
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Pension scheme (continued)
Defined benefit scheme (continued)

Changes in the fair value of scheme assets are as follows:

Opening fair value of scheme assets
Interest income on assets

Sponsor contributions

Employee contributions

Actuarial gains/(losses)
Disbursements

Closing fair value of scheme assets

Analysis of recognised loss in other comprehensive income:

Actual return less expected return on pension scheme assets
Experience gains and losses arising on the scheme liabilities

Changes in assumptions underlying the present value of the scheme liabilities

Impact of change in irrecoverable surplus

Deferred tax

Actuarial loss recognised in other comprehensive income

2015 2014
£2000 £2000
46,893 45,781
2,024 2,054
512 696
75 86
10,864 (660)
(1,349) (1,064)
59,019 46,893
2015 2014
£2000 £2000
10,864 (660)
- 144
(10,280) (382)
(2,920) 713
(2,336) (185)
467 (417)
(1,869) (602)

The scheme is currently in surplus on a funding basis and no regular or one-off deficit reduction contributions
are due under the current scheme of contributions. Funding levels are monitored on an annual basis and the
next triennial valuation is due to be completed with an effective date of 1 April 2015. The scheme closed to
future accrual of final salary benefits on 28 February 2015. The company’s best estimate of the contributions
to be paid in respect of the scheme during the financial year ending 31 March 2016 is £nil.

Defined contribution scheme

The company also operates a defined contribution scheme which began on 1 April 2003. The charge for the
year (being the contributions made by the company) was £605,000 (2014: £502,000). No amounts were

accrued or prepaid as at 31 March 2015,
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19.

20.

Immediate and ultimate parent company

In the opinion of the directors, the company’s ultimate parent company and controlling entity is Mitsubishi
Corporation, a company incorporated in Japan. This is the smallest and largest group in which the company is
consolidated. The immediate parent company is MC Europe Holdings NV, a company incorporated in the
Netherlands.

Copies of the group financial statements of the ultimate parent company can be obtained from Mitsubishi
Corporation, 3-1 Marunouchi 2-Chome, Chiyoda-ku, Tokyo 100-8086, Japan and are also available on
Mitsubishi Corporation’s website (www.mitsubishicorp.com). The immediate parent company does not
prepare group financial statements.

Related party transactions

The disclosures below show transactions with related parties which are not wholly owned within the group
headed by Mitsubishi Corporation. The company has taken advantage of the exemption from disclosing
details of related party transactions available under FRS101 for transactions with other wholly owned group
companies.

Mozal Other related parties

2015 2014 2015 2014

£000 £000 £°000 £000

Turnover - - 844 2,667
Purchases 11,790 155,893 883 774
Interest income - - 183 1,106
Debtors and loans receivable - - 2,839 5,922
Creditors 14,761 8,124 131 95

The company purchased aluminium on normal commercial terms from Mozal s.a.r.1, which is an associate of
the company’s parent undertaking, Mitsubishi Corporation until May 2014. Thereafter the company changed
its arrangement and purchases aluminium directly from the parent company, but remains as a settlement agent
for the parent company with Mozal. Amounts due from other related parties relate primarily to a loan extended
to the company’s associate, DMCELL, further details of which are disclosed in note 11.

Contributions to the defined benefit pension scheme, which is also a related party of the company, have been
disclosed in note 18.
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21.

Capital risk management and dividends
Capital risk management

The company manages its capital to ensure that it will be able to fund both its own day-to-day activities and
those of its subsidiaries while continuing as a going concern. The capital structure of the company consists of
net debt (bank loans, overdrafts and intercompany balances disclosed in note 14 after deducting cash and bank
balances) and equity (comprising issued capital, reserves and retained earnings). The company is not subject to
any externally imposed capital requirements and does not manage its capital on the basis of specific target
gearing or leverage ratios.

Instead, each year the directors make an assessment of the valuation of the company’s assets and liabilities
using assumptions which are more prudent than those adopted for financial reporting purpose, taking into
account unrealised gains and losses on assets and liabilities held at fair value and unrecognised contingent
liabilities. Having made this assessment the company pays out all remaining retained earnings as dividends
such that the company’s equity should remain broadly stable over the long term. Any requirements for
additional capital identified by the company through its ongoing cash flow forecasting are met through
additional borrowings obtained from the wide range of facilities available to the company, both directly from
external banks and from other group undertakings.

Dividends

Amounts recognised as distributions to equity holders in the year:

2015 2014

£000 £°000

Interim dividend for the year ended 31 March 2015 of 16.1672p per share 19,507 10,036
No final dividend was paid for the year ended 31 March 2015 - 39,311
19,507 49,347
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