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Editorial Policy

This annual environmental report will be the 10th since our first was issued in 1996, and will be the third to be published under the new title, “£ON Environmen-
tal and Social Report (Sustainability Report),” rather than “££ON Environmental Report” We believe that £ON’s sustainability signifies “for us to maintain our basic
stance of safety, assurance and good faith and continue to pursue community contributions, corporate ethics and consideration for the environment through our
daily business and with our customers” We will continue to make a variety of efforts to ensure that the contents of our reports are as solid as possible.

In this report, we will:

1. Report, in a concrete and succinct way, on what £0N has been working on along with our customers and what £0ON will aim for;

2. Report on pioneering and representative efforts made by £0ON group companies, and activities which are carried out by all ZON companies; and

3. Include Web site addresses related to the content of the report on relevant pages.

For technical terms used in the distribution industry, etc., please refer to the explanations in “Glossary for £ZON Sustainability Report” at the end of the report.

* In this report, £ON refers to a group of 156 companies engaged in 13 fields of operation, whereas “£0N Co., Ltd"" refers to the Z£ON company engaged in general merchandise store (GMS) operations.

Sustainability Report

Economic Environment  Social

The icons above are used to show the category (economic, environment or social)
of the reported activities. This is a sustainability report, which reports not only activi-
ties concerning nature conservation, but also the economic and social dimensions
of corporate activities. This report has been compiled with reference to internation-
al reporting guidelines — the Global Reporting Initiative (GRI) Guidelines.

/ON’s Basic Principles

The word “aeon” has its origin in a Latin root meaning “eternity.”

The starting point of our principles is the customer.
At /EON, our eternal mission as a corporate group is
to benefit our customers, and
our operations are thus customer-focused

to the highest degree.
Peace

&mﬂ
People Community

Peace: £ON is a corporate group whose operations are dedicated to
the pursuit of peace through prosperity.
People: £ON is a corporate group that respects human dignity and
values personal relationships.
Community: £ON is a corporate group rooted in local community life
and dedicated to making a continuing contribution to the
community.

/AON’s Corporate Commitment

/ON creates
a future of limitless promise — an aeon —
by transforming daily life
through our open, dynamic approach.

The £ON Code of Conduct Commitment

1. AON people are always grateful to the many other
individuals who provide support and help, never
forgetting to act with humility.

2. EON people value the trust of others more than
anything else, always acting with integrity and
sincerity in all situations.

3. EON people actively seek out ways to exceed cus-
tomer expectations.

4. /EON people continually challenge themselves to
find new ways to accomplish the £ON ideals.

5. £AON people support local community growth,
acting as good corporate citizens in serving society.

Companies Covered by the Report
156 /£ON group companies

Target Readers

This report is principally targeted at £ON'’s customers. It is also intended for
all £ON stakeholders, including shareholders, local residents of all of the
store locations of the £ON group, business partners, NPOs, and employees.

Reported Period
FY 2004 (February 21, 2004 — February 20, 2005)

* Whenever data does not fit into this reporting period due to different terms or other reasons,
the applicable reporting period is clearly indicated.
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What we have learned
from the Niigata Chuetsu

earthquake.

At the makeshift store built on the parking lot of JUSCO Ojiya Store, 43 days after the earthquake.

We reaffirmed a retailer’'s mission that we can help

people through the stable supply of daily necessities.

As a social mission of /£FON

Resumption of store operation was the biggest
support we could give

The retail business in which £ON is engaged is
founded more than anything else on the peace-
ful stability of the local communities we serve.
From this point view, £ON regularly cooperates
with local community people for disaster preven-
tion, striving toward improved preparedness for
emergency situations. £ON can provide a range
of support by making good use of its characteris-
tics, including the handling of large quantities of
goods related to daily clothing, food, and shelter,
as well as the spacious store sites and large fa-
cilities that could serve as community space
when necessary. Under these circumstances,
/EON believes the biggest contribution it can
make to the local community is the reopening of
store operations as soon as possible in the event
of an emergency.

Responses to and problems arising from the
Niigata Chuetsu earthquake
On October 23, 2004, the Chuetsu region in Nii-
gata Prefecture was hit by an earthquake with a
magnitude of 7 on the Japanese seismic scale.
/EON Co,, Ltd. immediately set up a headquar-
ters for dealing with the earthquake's conse-
quences, launching groupwide responses in ac-
cordance with rules for antiquake measures,
including the dispatching of advance teams to
the affected areas and making arrangements for
relief supplies. In the Chuetsu region, JUSCO
Muikamachi Store and other stores provided
bread and beverages to affected areas upon
emergency requests from local governments.
/EON also transported balloon shelters, kept at
JUSCO Fukuroi Store in Shizuoka Prefecture, to
the parking lot of JUSCO Ojiya Store and set
them up there in cooperation with Peace Winds
Japan (PWJ), a nonprofit organization (NPO). To-
gether with those provided by PWJ, we set up
four sets of inflatable shelters in the parking lot

and were able to accommaodate nearly 500 peo-
ple displaced by that major quake.

These were the first ballon shelters ever used
in Japan. We found them very useful in the early
stage of disaster but also were confronted with
their limitations and problems that need to be
addressed going forward. They are not adequate
for medium- and long-term evacuation. The task
of setting them up is relatively easy, but it still es-
sentially requires regular training. Furthermore,
they could touch off a new wave of confusion
unless they are managed systematically together
with the distribution of supplies and other opera-
tions. What we learned in particular was about
the need for closer cooperation with the public
sector, including municipal governments, police
and fire departments, and NPOs.

In support of the “routine life” of customers

As of February 2005, aside from JUSCO Fukuroi
Store, one set of balloon shelters each are in
storage at AON Hamamatsu-Shitoro Shopping

Center and Maxvalu Tokai Co. We plan to ex-
pand the deployment of such shelters going for-
ward. Apart from inflatable shelters, £ON is ad-
dressing local disaster prevention through
various means, including conducting monthly
emergency drills jointly with group companies,
distributing the Earthquake Disaster Handbook to
all employees, and building an emergency com-

. What £ON Fosters For Safety. /ON and .
Topics for The /E_ON together with Assurance and the Environment /EON People:
FY2004 Famiy Customers and Communities Good Faith 2004-2005 Our Assets

~ ‘

An interior view. The balloon shelter
can be used as a supply station for
relief goods or as a medical center.

The balloon shelter set up at JUSCO
Ojiya Store. It secures shelter some
22 x 12 meters wide and 3 meters
high (equivalent to an 80-bed bar-
racks) in a little less than an hour
without requiring much manpower.

*We would like to express our heartfelt sympathy for people who have suffered from the latest earth-
quake. We would also like to offer sympathy to all people who suffer from repeated natural disasters at
home and abroad, including the major earthquake off Sumatra and the quake that occurred in seas west
of Fukuoka Prefecture. We sincerely hope that their lives will return to normal as soon as possible.

munication network, using satellite cell phones.
JUSCO Ojiya Store reopened for business in a
makeshift store built on the premises 43 days af-
ter the earthquake. Other stores damaged by the
earthquake got back into shape to varying de-
grees, and as of March 2005 all these stores are
back to prequake conditions to serve customers
as far as the supply of goods is concerned.

’Turning familiar stores into “bases of security”

By learning from our experiences following the
Niigata Chuetsu earthquake, £ON will work har-
der to revamp disaster countermeasures so that
we can be of greater help to people in local
communities and help as many customers as
possible regain peaceful and comfortable lives as
soon as possible.

Maxvalu Chubu Co., Ltd. and Ministop Co., Ltd.

*Number of participating stores as of February 20, 2005.

!

Maxvalu Chubu Co., Ltd., in cooperation with Mie Pre-
fectural Police Headquarters, launched the “Store for
Emergency Call 110" initiative in January 2004. This ini-
tiative calls for immediate reports to police when
crimes are committed or feared to be committed near
Maxvalu stores in Mie prefecture (56 stores*) or when
crime victims go to these stores for temporary protec-
tion. A sign that reads “Store for Emergency Call” has
been posted at each store front, and Maxvalu stores
plan to make further efforts to make the initiative more
widely known, including employees’ education. Maxva-
lu stores welcome more frequent visits by policemen to
promote crime prevention.

Ministop Co., Ltd. similarly initiated the “Convenience

Emergency Call 110” campaign at all Ministop stores (9
stores*) within Toyohashi City in April 2004 in conjunc-
tion with Toyohashi Police Station in Aichi Prefecture. The
campaign is in line with efforts by the Japan Franchise
Association, of which Ministop is a member, to build
“local safety stations” (activities to help build safe and
secure life bases in communities). Ministop stores can
be used as safe havens, and they also actively partici-
pate in increased vigilance and anticrime activities in lo-
cal communities. Making the most of the operational
mode with employees assigned even late at night, Minis-
top stores will strive to promote the building of com-
munities where customers and neighboring residents
can live with a sense of security.

ol
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We received

the Green Purchasing
Award.

.

Environmental-preservation activities have their origins in our desire

for safety and security.

Appreciation of our environmentally friendly products encourages us
in our efforts in this area.

General Manager, Green Eye Development Department

Ch iyu ki UEha ra Food Merchandise Headquarters £ON Co., Ltd.

An achievement of the “together with customers”
approach
/EON Co,, Ltd. received the Ministry of Economy
and Industry Grand Prix Award among the Green
Purchasing Awards* 2004 for distinguished initia-
tives in green purchasing and promoting green
purchasing, mainly in recognition of our efforts to
raise awareness of green purchasing. It was pre-
sented among our customers through distinct se-
lection of merchandise and easy-to-understand
displaying of TOPVALU private-brand products and
the environmentally friendly brand SELF+SERVICE.
For ZEON as a retailer, these efforts can pro-
duce results only with the understanding and
participation of our customers. The impact of
green purchasing will grow exponentially when it
spreads widely among customers. Going for-
ward, /EON, “together with customers,” will con-
tinue with green-purchasing activities for the syn-
ergistic simultaneous pursuit of affluent life and
preservation of the global environment.
*The Green Purchasing Network (GPN), an NPO established
with the aim of promoting green purchasing with the
participation of companies, governments, and consumers,
presents the award every year. In 2004, the seventh year of
the Green Purchasing Award, the first international

conference was held in Sendai, with participation of some
1,000 people from a total of 37 countries and regions.

Initiatives of TOPVALU*

The TOPVALU brand has two subbrands: TOPVA-
LU Green Eye, which emphasizes safety and
environmental considerations, and TOPVALU
Kyokan Sengen, which has been developed as
recyclable, clean, and natural products. TOPVALU
Green Eye promotes proactive information dis-
closure from the production stage, distribution in
returnable containers, and packaging with bio-
mass materials, while TOPVALU Kyokan Sengen
pursues an environmentally conscious total ap-
proach from production to recycling, including
the use of recycled aluminum cans and drink
cartons. These environmentally friendly efforts
are indicated by distinct marks on the packaging
of products so customers can understand them
ata glance. *Please see page 28 as well.

Distinct marks used for TOPVALU Green Eye

Use of natural energy Efforts not to pollute
available in the local rivers and soil

area

Use of biodegradable Use of locally produced
materials compost

Use of returnable 1 Fcofarmers
containers

it o

@i 2

Initiatives of SELF+SERVICE

SELF+SERVICE, a chain of ecology shops de-
signed for the simultaneous pursuit of environ-
mental consciousness and fashion, launched a
clothing-recycling initiative in October 2003 for
the recycling of Ecomate* products sold in the
shops. Already, some 8,000 Ecomate items have
been collected at 35 shops across Japan. The
SELF+SERVICE brand also actively promotes the
commercialization of environmentally friendly
raw materials, including new materials produced
with technology to chemically treat fibers from
old clothes and recycled cotton produced
through efficient use of mill ends that are con-
ventionally discarded as pro-

duction waste.
*The mark used for apparel recognized Re
by the Japan Apparel Industry Council
as “products designed with environ-
mental consciousness.”

ECOMAT3

Clothing recycling in shops

FY2003

FY2004

5,000 pieces

Od N\
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The cumulative total
of trees planted
has topped 5 million.

...'.’~
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Names of people who planted trees in the Z£ZON Hometown Forests Program are engraved on plates.

i-i

AEON, together with our customers,
will keep planting trees to nurture dreams
for the future and express our feelings for local communities.

Making a fresh start

The cumulative total of trees planted in the
/ON Hometown Forests Program and other
tree-planting activities we have been conducting
with our customers at home and abroad topped
five million in April 2004 (some 5.31 million
trees at 468 sites as of February 2005). Taking
this feat as an opportunity to get back to the ba-
sics of tree planting, £ON intends to contribute
further to environmental conservation in local
communities.

AON Hometown Forests Program

The £ON Hometown Forests Program envisions
verdant shopping centers that fit in with the local
environment and also aims to help spread the
greening spirit across Japan and overseas. The
program took off at JUSCO Malacca Store of Jaya
JUSCO Stores* in 1991. It is designed to plant
saplings of trees that grow naturally in local areas
at the sites of new shopping centers and distrib-
ution centers and to nurture them together with
local customers. Under the guidance of Profes-
sor Emeritus Akira Miyawaki, Yokohama National
University, on the selection of species of trees to
be planted, we followed a policy of planting sev-
eral dozen tree species indigenous to local areas

and having them vie with one another for
growth. In FY2004, tree-planting events took
place at 57 sites, with more than 40,000 people
participating, planting a total of 423,392 saplings.

Participation in the Forest Foster Parent Promo-
tion Project

/ON is also proactively engaged in tree-plant ac-
tivities other than the £ON Hometown Forests
Program. In 2004 we participated in the Forest
Foster Parent Promotion Project, an afforestation
endeavor where the Nagano Prefectural Govern-
ment acts as an intermediary between forest
owners and corporations interested in forest-
conservation activities.

In October 2004 the AON Environment
Foundation and Ueda City of Nagano Prefecture
concluded a Forest Foster Parent contract. To
commemorate the event, the Ueda City Home-
town Forest tree-planting ceremony was held,
with some 400 citizens participating, planting
4,000 saplings of some 30 species.

-

JUSCO Malacca Store (Malay5|a) the first £ZON shoppmg center to
implement the £ZON Hometown Forests Program

JUSCO Shin Hisai Store (Mie Prefecture) was the first to implement the
program in Japan. The tree-planting event took place in April 1992.

Customers joining ZON tree-planting activities
overseas

/EON s involved in tree-planting activities over-
seas as well. In July 2004 we carried out the For-
est Rebirth Project at the Great Wall of China, a
World Heritage site, with some 300 volunteers
participating from Japan and China, planting
some 4,300 trees. In September AON held a
tree-planting event in a nature park outside Kuala
Lumpur, the capital of Malaysia, to mark the 20th
anniversary of the establishment of Jaya JUSCO
Stores* Some 30,000 trees were planted by
2,850 Japanese and Malaysian volunteers.

*Jaya JUSCO Stores was renamed AON Co. (M) Bhd. on Septem-
ber 15, 2004.

Cumulative total of trees planted
™
1997 2,242,997

1998 2,778,163

1999 3,288,774

2000 4,026,180

2001 4,257,126

2002 4,573,743
2003 4,887,729
2004 5,311,121
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Sustainability

AON drew up a basic

policy for CO: reduction.

AEON will work toward achieving
the objectives of the Kyoto Protocol.

The Kyoto Protocol was adopted at the 3rd Session of the Conference

of the Parties to the United Nations Framework Convention on Climate Change
in Kyoto in December 1997 and went into effect February 16, 2005.

As many as 141 countries,* including Japan, have ratified the Kyoto

Protocol toward reduction in emissions of CO: and other greenhouse gases.
Taking the significance of the Protocol seriously,

AON as a whole will contribute to

its objectives through our main line of business.

*As of February 16, 2005

What ZON Fosters
together with
Customers and Communities

For Safety,
Assurance and
Good Faith

the Environment

Topics for The AON
2004-2005

AEON and
FY2004 Famiy

Our Assets

On top of activities we undertake with
our customers and efforts at each store,
we will seek to reduce CO: emissions with green products.

Global warming is being caused by excessive emis-
sions of greenhouse gases by human activities, some
90% of which is CO.. In order to reduce CO: emis-
sions, it is essential to step up energy and natural

Drinking water: 5,809 (0.6%) Other fuels (kerosene, gasoline, gas, oil)

2,207 (0.2%)

LPG: 8,223 (0.9%)

resource conservation and reduce waste. Up to now, City gas
/EON has been making these efforts mainly at its ?;g;:)

stores, but we adopted a new basic policy with a new
approach focusing on green products. This policy
serves as the basis for our redoubled efforts to re-
duce CO: emissions.

Fuel oil FY2004 Purchased electricity

305,234 954,457 547,205
(32.0%) (Basic units: t-of CO:) (57.3%)

Sources of CO. emissions by £ON Co., Ltd., by category P

FAEON Co., Ltd. Basic Policy for Prevention of Global Warming (CO: Reduction, etc.)

/ON respects the spirit of the Kyoto Protocol
and will contribute to achieving its objectives.

AON will strive to reduce CO: emissions,
primarily through efforts made at our stores,
and supplement deficiency with utilization of the Kyoto Mechanism*

FAEON People:

*See page 11.

® We seek to maximize eco-efficiency in
product development, including manu-
facturing and delivery processes.

® We proactively use new materials with
low environmental burdens in contain-
ers and packaging.

® We push ahead with development and de-
ployment of “ecological stores.*”
*See pages 17-19.

©® We promote dechlorofluorocarbonization in
air-conditioning and refrigeration systems.

Together
with customers

® We call on our customers anew to par-
ticipate in green purchasing and reduce
the use of shopping bags.

® We promote paper uses with attention
paid to materials in order to contribute
to the protection of forest resources.

\
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Together
with
Customers

Products

Products, stores, together with customers.
We will seek to control and reduce COz2
emissions through three approaches.

Stores

. What £ON Fosters For Safety, /EON and
Topics for The /E_ON together with Assurance and the Environment
FY2004 Famiy Customers and Communities Good Faith 2004-2005

/ON drew up

a basic policy
for CO:2 reduction.

/EON People:
Our Assets

\

Make, carry, and lay out

In 2004, £ON began to prepare a system to
convert natural resources and energy required
for product development to minimize emis-
sions of CO2. At present, £ON Co., Ltd. and
seven other companies are involved in the
project. Going forward, we will share the re-
sults of this endeavor with other £ON group
companies and commissioned manufacturers
of private-brand products so that they can use
this system for more precise tracking of emis-
sions, more effective measures to reduce
them, and better information disclosure.

In stores, we have been reducing cardboard
boxes consumption through the wider usage of
tools and equipment that can be used repeat-
edly in transportation of products as well as in
their display, such as returnable containers for
fruits and vegetables and reusable hangers for
clothing. In the process of transportation, in ad-
dition to efforts to make the distribution system
more efficient, we set out to consider a modal
shift in long-distance transportation from truck-
ing to railways, as well as to ships that place
less burden on the environment.

Reduce consumption of fossil fuels with use of new materials

Containers and packaging of products add to
the volume of household trash. Beginning in
2004 AON has been using biodegradable
plastic bags* for containers and packaging of
some products. We will use them more widely
going forward and make further efforts to re-

duce consumption of fossil fuels, such as by
switching to biomass, a renewable resource.

*They look like regular plastic bags. But since they are actually produced from starch, such as that from corn,

they can be disposed of like kitchen garbage.

Checking materials for credit cards, mailing envelopes

Cardboard boxes savings effect
Reduction in cardboard boxes consumption
Il Usage of returnable containers and reusable hangers

(in tons) Returnable containers  (in 10,000 cases)
11,046 2002
16,649 2003
19,806 2004
(in tons) Reusable hangers (in 10,000 pieces)
947 2002
1179 2003 T
1,190 2004 TN

)

/ON Credit Service Co., Ltd.

Old credit cards made of polyvinyl chloride generate
not only CO2 but also dioxin when incinerated as
trash. With that in mind, £ON Credit Service Co., Ltd.
now issues only credit cards made of PET-G instead of

polyvinyl chloride. Z£ON Credit Service is also making
other environmentally conscious efforts, such as the =
use of glassine, reusable with paper, for windows of ZR c =
billing envelopes, which total some 50 million a year. ST v

“Green” is the watchword in procurement of materials and supplies as well

/EON is implementing the green procurement
of construction materials and the green pur-
chasing of business supplies at its stores
across Japan. Stores have been implementing
our “total energy-saving system*” since 1996,
seeking to maximize energy-saving effects by
optimizing store operating conditions with re-
gard to air conditioning and lighting, refrigera-
tors, freezers, and other equipment. £ON Co.,

Ltd. has separate green purchasing criteria of
its own for each product category and has
employed a system for efficiently ordering and
using products that satisfy our criteria in this
regard.

*As of February 2005, the number of stores using the energy-
saving system is 102.

Dechlorofluorocarbonization is a standard specification

A global agreement was worked out in 1992
to totally cease production of chlorofluorocar-
bons, chemicals that deplete the Earth’s ozone
layer. But there are air conditioners, refrigera-
tors, and freezers produced before the restric-

tion was introduced that still use chlorofluoro-
carbons. /EON will step up
dechlorofluorocarbonization efforts with equip-
ment to be newly purchased as well as with
equipment in operation by carefully checking
specifications.

Together with customers

Changes in green purchasing expenditure
*In the case of £ON Co,, Ltd.

No. of items [l Purchasing expenditures  (in ¥1,000)
(Q)
301
2000 SN 948,416
320
2001 NN 963611

366
2002 | 1 405,601
1,024
2003 S N © 514,181

1,205
200 N 3207827

Taking advantage of a retailer’s characteristics

AON has been focusing on environmental
protection activities that can be promoted to-
gether with our customers by taking advantage
of our characteristics as a retailer that allow us
to make “contacts with customers on a daily
basis.” Good examples of these activities are
our campaigns to ask customers to bring their
own shopping bags and promote storefront re-
cycling and collection.* The former is designed
to reduce production of shopping bags and

The Kyoto Protocol provides for the Kyoto Mechanism, a market-
based approach to supplement countries’ efforts toward more effec-
tive reductions of CO: emissions. In order to prepare for possible
failure to attain CO2 emission reduction targets through our main
business operations, £ON is taking steps for utilization of the Kyo-
to Mechanism. Specifically, £ON in 2003 invested in Adelaide

thereby reduce consumption of fossil resour-
ces used as materials, thereby reducing the
amount of CO2 emitted in their manufacture,
by asking customers to use plastic bags provi-
ded in stores less frequently. The latter, by us-
ing /EON stores as collection depots for alumi-
num cans and cartons, is intended to promote
the recycling of resources and also reduce as
much as possible the volume of domestic gar-
bage that generates CO2 when incinerated.

Use of the Kyoto Mechanism on agenda to supplement deficiency in efforts through main business operations

tree trimming.

Blue Gum Pty. Ltd. (ABL), which is undertaking an afforestation pro-
ject in Adelaide, Australia, jointly with other companies,* to partici-
pate in a cyclical program of managed tree planting, tree growing and

*The seven partner firms are Mitsubishi Paper Mills Ltd., Hokuetsu Paper Mills, Ltd., Tokyo Gas
Co., Nippon Yusen K.K., Chubu Electric Power Co., Mitsubishi Corp., and £0N Co., Ltd.

/ON will also push ahead with proactive ef-
forts to increase opportunities for customers
to participate in green purchasing practices, as
described on page 6 and to replace packaging
paper and paper used for business purposes
with recycled paper certified by the FSC
(Forest Stewardship Council).

*See page 41.

®ececcccccccscccscccccccccsccccccee®
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The £ON Family

Becoming more /£ON

Topics for The £ON
FY2004 Famiy

What £ON Fosters
together with
Customers and Communities

as Begun to Work.
e It for the Benefit of Customers.

Chairman,

/EON Co,, Ltd. 4‘ %}i k%.

Toshiji Tokiwa

Second year as the Company with Committees

Two years have passed since the transition of £ZON Co., Ltd. to a company with
committees. We believe the progress under the new structure has been smoother
than initially expected thanks to in-company understanding coupled with the en-
thusiasm of outside directors.

/ON has established the Customers’ Advisory Council and the Social Responsi-
bility Advisory Council. The councils were to come up with one conclusion each
year, but were not ready to do so in the initial year. In fiscal 2004, however, the
councils met twice to discuss ways to concretize values important to /£ZON. We
should be able to announce them shortly.

Progress in the “audit supportive of sales force”

The “audit” is the area where we have seen most progress over the past couple of
years. Driven by the guidance and enthusiasm of the outside directors who served
on the Audit Committee, in the past year we reviewed and revamped the system,
personnel and content of the audit. Some young employees were also assigned for
this job. We believe this has a tremendous educational effect on them in that they
have an opportunity to gain insight into the total picture of store management
while young. The frequency of the audit also has been shortened from once in seven
years to once in two and a half years. Furthermore, we made it compulsory for store
superintendents and others to conduct an “in-house audit” once a month. With
store superintendents and managers involved in the audit as part of their jobs, this
in-house audit should prove helpful in securing better risk management, and by ex-
tension, better store management.

Conducting an audit at a retailer is not designed to find endless fault with what
the sales force has done, but rather to “pave the road” to support sales activities by,
for example, improving contract documents to prepare for the next opportunity.

Further speed-up in management necessary

1 would like to see executive officers speed up their management decisions fur-
ther. At present, not all executive officers have fully taken advantage of delegated
authority over matters assigned to them. For instance, | have the impression that
our “services to customers” on the store floor are less than satisfactory. Outside di-
rectors who visited our stores described the store atmosphere as “too busy.” In fact,
customers’ claims about our services have been on the rise. Since services provided
to customers are of overriding importance in retail business, we need to regard this
as a problem for our entire organization and take steps to improve the situation as
soon as possible.

For a retailer, it is of great importance to have adequate control over its organiza-
tion and size. For EFON, which is still in the process of growth, 2005 will prove to
be an important year in reconciling our actions with our “Customers First” principle.

Managing a Company with Committees

We Will Continue Innovation

on the Strength of Diversity and

President,
/EON Co., Ltd.

B) v L A

Motoya Okada

Group synergy that leads to growth

We at £ON will pursue a strategy of growth by taking the free competitive en-
vironment created by globalization of economic activities as a market and major
business opportunity. In that spirit, in 2003 we set about simultaneous reform of
both group management and corporate governance. We will pursue the achieve-
ment of group synergy with the former, while seeking speedy decision-making and
transparency for the group as a whole.

I believe EFON's strength lies in “good business practices,” our motto since the
group’s inception, and the “open corporate culture that values diversity and toler-
ance toward something different.” The diversity and openness allow us to flexibly
respond to drastic changes in the era of free market-based economies. Further,
when those who are different from one another share the values of “safety, reassur-
ance and honesty” for the convergence of vectors, the energy to be released will be
far greater than that coming out of a single organization.

Aiming for “Global 10” by contributing to the economy, the environment
and society

| set forth the “Global 10” vision, aiming to lift £ZON into the group of the
world’s top 10 retailers by 2010. This is the declaration of our corporate policy to
unceasingly pursue innovation to become one of the top 10 companies not only by
the index of “economy” but also by the triple bottom-line indexes that also include
“environmental friendliness” and “social contribution,” as expressed in the philoso-
phy of the Global Reporting Initiative (GRI). In the area of environmental preser-
vation, in May of this year we will open the first “ecological store,” which embodies
the “ideal” 21st century retail outlet. For social contribution, in fiscal 2004 we ac-
quired the internationally known “SA8000” standard certification for corporate
ethics and labor environment, becoming the first to do so in the Japanese retail in-
dustry. This move puts in place more firmly our system for management of the
manufacturing process of our environment-conscious “TOPVALU” private-brand
products, to achieve accountability. We also announced our intention to participate
in the United Nations Global Compact.

Each individual for “a future of limitless promise”

In 2004 we witnessed a variety of events and incidents. One of the unforgettable
incidents was the Niigata Chuetsu earthquake. To the quake sufferers | extend my
sincere hopes for a full restoration of normal life as soon as possible. £ZON stores in
the region were damaged in the quake, but employees made independent decisions
and took appropriate actions to deal with the difficult situation, despite the cutoff
of communications. Indeed, each employee rose to the occasion with a strong sense
of self-reliance, and | am very proud of this as one of the strengths of the £ON
group.

We will push ahead with innovation without hesitation to achieve the goal
“Toward a future of limitless promise,” as declared in £ON’s Corporate Commit-
ment, by faithfully adhering to the principle of “Customers First” and by amassing
our power to take a further step forward.

I would like to ask for the kindest understanding of as many of you as possible.
Your comments and suggestions would be most welcome and appreciated.

Executing the management policy

For Safety,
Assurance and
Good Faith

/ON and
the Environment
2004-2005

/EON People:
Our Assets
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The £ON Family

Outline of the £ON Group
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/EON People:
Our Assets
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AON is a customer-focused corporate group consisting of 156 companies in all.

Aiming for a “Global 10” slot
with 13 business operations

Major group companies

Supermarkets
* Kasumi Co., Ltd.

* Maxvalu Chubu Co., Ltd.

* Maxvalu Nishinihon Co., Ltd. * £ON Stores

* Maxvalu Tohoku Co., Ltd.

[J Maxvalu Tokai Co., Ltd.

* Maxvalu Hokkaido Co., Ltd.
Maxvalu Kyushu Co., Ltd.

Convenience stores

* Ministop Co., Ltd. JOY Co., Ltd.

Siam JUSCO Co,, Ltd.

Drugstores

* Sugi Pharmacy Co., Ltd.

* Tsuruha Co., Ltd.

* Green Cross Coa Co., Ltd.
* Kraft Inc.

* Terashima Co., Ltd.

[J Medical Ikko Co., Ltd.
1INO Co., Ltd.
Welpark Co., Ltd.
Kusuri No Aoki Co., Ltd.
Takiya Co., Ltd.

Department stores

Tachibana Department Store Co., Ltd.
Bon Belta Co., Ltd.

Bon Belta Isejin Co., Ltd.

E-commerce businesses
/EON Visty Co., Ltd.

No. of stores

Specialty stores

* The Talbots, Inc.

* Yamaya Corporation

* Cox Co., Ltd.

* Blue Grass Co., Ltd.
Abilities JUSCO Co., Ltd. Mega Sports Co., Ltd.
/EON Forest Co., Ltd.
Claire’s Nippon Co,, Ltd. Laura Ashley Japan Co., Ltd.

February 2005 February 2004 February 2003

/EON is a retail corporate group consisting of a
total of 156 companies in Japan and overseas,
with £ON Co,, Ltd., an operating holding com-
pany, at the core. We are striving to establish a
solid group management system under the
banner of “Global 10,” our strategic long-term
goal of becoming one of the world’s top 10 re-
tailers both in name and reality by 2010. In

GMS
* /EON Co., Ltd. /EON (China) Co., Ltd.
* Posfiil Corporation Guangdong JUSCO
Teem Stores Co., Ltd.
(Hong Kong) Co., Ltd. Qingdao AON

Dongtai Co., Ltd.

Shenzhen AON
Friendship Stores

* /EON Co. (M) Bhd.
* /EON Kyushu Co., Ltd.

/EON Marche Co., Ltd. Co., Ltd.
MYCAL Corporation Taiwan AON Stores
MYCAL KYUSHU Corporation ©©- Ltd-
Ryukyu JUSCO Co., Ltd.
Services

[0 £ON Fantasy Co., Ltd.

[0 Zwei Co,, Ltd.

[ Certo Corporation
/EON Cinemas Co., Ltd.

Talbots Japan Co;; Ltd.
NuStep Co,, Ltd.

Book Bahn Co., Ltd.
Petcity Co., Ltd.

Mega Petro Co., Ltd. Jusvel Co., Ltd.

Reform Studio Co., Ltd.

*Japan Maintenance Co., Ltd.

AON Techno Service Co., Ltd.

terms of operating performance, general-mer
chandise-store and shopping-mall operations
faced an uphill battle in 2004. Going forward,
we will seek to improve our operating perfor-
mance for the group as a whole by generating
profits through innovation of the supply chain
and focusing more on community-based
store management.

Financial services
* EON Credit Service Co., Ltd. ZAZON Credit Service

* /EON Credit Service (M), Sdn. Bhd.
(Asia) Co., Ltd. FEON Credit Service
(Taiwan) Co., Ltd.

* /EON Thana Sinsap
(Thailand) Plc. /ON Information Service
ACS Credit Management (Shenzhen) Co., Ltd.
Co.,, Ltd.

NCS Kosan Co., Ltd.

/EON Credit Card
(Taiwan) Co., Ltd.

Food processing, distribution,
and other operations

AIC Inc.

Food Supply JUSCO Co., Ltd.

Tasmania Feedlot Pty. Ltd.

SC development operations

* Diamond City Co., Ltd.

* /EON Mall Co,, Ltd.
Diamond Family Co., Ltd.
LOC Development Co,, Ltd.

Food services
Gourmet D’'Or Co., Ltd.
MYCAL Ist Co., Ltd.

Home centers
* Homac Corp.
* Sunday Co., Ltd.

/EON 1% Club

Quality Control Center Co., Ltd.

* Public companies (The company with [ was listed in 2004.

settlement (year and month)

/EON Fantasy Co., Ltd. was transferred from 2nd section to 1st section of TSE.)
As of March 20, 2005

(millions of yen)

General-merchandise stores (GMS) 679 665 460 2001.02
Supermarkets* 598 579 452 . 2002.02
Operating revenue
Drugstores? 1,494 1,561 1,443 (consolidated) 2003.02
Home centers 44 - 57 2004.02
Convenience stores® 2,681 2,633 2,361 2005.02
Department stores 3 3 3
Specialty stores 2,760 2,666 2,585 2001.02
SC-development operations — — - . § 2002.02
o - Operating profit
Financial services 57 58 62 (consolidated) 2003.02
Services 739 669 582 2004.02
Food services 572 577 332 2005.02
Food processing, distribution, and other operations  — - -
E-commerce businesses — — — 2001.02
* The number of drugstores includes companies participating in £ZON Welcia . s 2002.02
Stores that aré not consoldated with £ON. T Recurring profit 2003.02
2 A total of 57 home centers in the February 2003 period are included in the (consolidated) :
number of GMSs from the February 2004 period. 2004.02
2 The number of convenience stores includes franchised stores.
2005.02

2,738,638
2,934,592
3,086,504
3,546,215
4,195,843

92,060
119,222
132,172
132,212
146,777

87,415
114,759
127431
131,354
156,099

/EON Environment Foundation
The Cultural Foundation of Okada

For achieving £ON-style management

Two reforms

In May 2003 AON carried out corporate-
governance reform in order to shift £ZON Co.,
Ltd. to the “Company with Committees” The

shift is designed to achieve corporate manage-
ment with a high degree of transparency by
clearly separating management oversight and
business execution and making clear who
should be held accountable for the execution
and results of management policy. Simultane-
ously, £ON set in motion “group management
reform,” under which £ON Co., Ltd. was trans-
formed into an operating holding company to
act as the group headquarters to undertake

group management from the viewpoint of to-
tal optimization. In 2004, as part of this re-
form, the number of executive officers was in-
creased by eight, and /AON established its
original advisory councils. The structural envir-
onment is now fully in place for £ON to give
full play to its uniquely open and speedy way
of management and to generate group syner-
gies.

AON’s Original Advisory Councils

-

Customers’ o
Advisory Council ‘ J

Future of Limitless ) Q

Promise Advisory ‘ J
Council

Executive  Experts Outside Inside
Officers Directors Directors

Organizational structure of £ON Co., Ltd. in FY2004

Statutory organizations of the Company with Committees

Board of Directors

oommam

Audit ama
__| Committee ‘ ‘ ‘
Nomination amo
Committee ‘ ‘ .

Executive
Officers

Compensation aa o
Committee ‘ ‘ .

Guidelines shared by group firms

/AON Code of Con

In order to push forward with group manage-
ment, we need to have a common platform
shared by the group companies. In April 2003
/EON adopted the £ON Code of Conduct* to
expressly state our way of thinking and code of
behavior in order to implement A£ON'’s basic
concept for each of the five pillars: customers, lo-

0 http://www.aeon.info/aeoncorp/english/

cal communities, business partners, sharehold-
ers, and £ON people. In 2004 the group com-
panies began activities in earnest to have this
code penetrate and take firm root in our opera-
tions. Guided by the £0ON Code of Conduct, we
will develop a clear direction of management for
the group as a whole. As each and every em-
ployee understands and follows the £ON Code
of Conduct, we will work to improve business
conditions at stores that support and determine
the way management and /AON as a corporate
group should be. We believe that customers’ en-
during sense of trust in £ON and the driving
power for £ON’s self-reform can only be gener-

ated through these endeavors. The full text of
/EON Code of Conduct can be seen on our
Web site.

* See page 45.
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Reflecting Customer Comments in Management Policy

AEON pursues open management, trying to create truly great stores
with some help from customer comments

Collection of comments
that may change /£ON

AON 21

The corporate name change in 2001 coinci-
ded with the launch of the "EON 21 Cam-
paign” to solicit ideas about corporate man-
agement from customers and employees. The
campaign was renamed “EON 21" in 2004,
the fourth year of the campaign. The fourth
campaign’s theme was “Oh, they took note of
my opinion,” which drew a total of 22,015
comments from customers and 68,789 from
employees. The cumulative number of ideas
contributed in the previous three campaigns
exceeded 550,000, some of which material-
ized as “Food Artisan” and the “Customer
Deputy Store Manager” system.

In 2004 we opened the £ON ComComPark
on the £ON Web site, using the Internet bulle-
tin-board system to set up a forum in which
/EON and our customers could exchange opin-
ions more readily and openly than before.

Participation in management
as shareholders

Customer shareholders

We would like our customers who visit our
stores on a regular basis to better understand
/AON's management policy and various other
efforts and see them participate in manage-
ment as shareholders. To encourage this, an
increasing number of the group companies
are lowering the minimum unit of stock trading
to 100 shares.

Thanks to the campaigns to increase the
number of “customer shareholders” the £0N
group has been conducting since June 2002
and also due to the public offering of new
shares carried out in August 2004, the number
of customer shareholders of £0ON Co., Ltd. in
particular rose sharply to 76,580, nearly 10
times as many as the 7,681 at the end of the
February 2002 period.

List of companies with the minimum trading unit of 100 shares

@ /EON Co,, Ltd.
@ Posfil Corporation
@ /£EON Kyushu Co., Ltd.

@ Maxvalu Tohoku Co., Ltd.
@ Maxvalu Tokai Co., Ltd.

@ Maxvalu Chubu Co,, Ltd. @ Maxvalu Hokkaido Co., Ltd.

@ Maxvalu Nishinihon Co., Ltd.

Representing customers

Customer deputy store managers

Under £ON's unique “"Customer Deputy Store
Manager” system, customer deputy store
managers participate in store management as
representatives of local customers. The system
was initiated in 2002 based on a suggestion
contributed in the first /EON 21 campaign.” In
2004, the third year of the system, a total of
48 stores had customer deputy store man-
agers, up five from 2003, bringing to 120 the
total number of customer deputy store man-
agers serving in that particular year. Their term
of office is a one-year period from November
1 each year, during which they file requests
and propose improvements to respective
stores from the standpoint of customers. Since
the system’s inception, the cumulative num-
ber of improvements attributable to a total of
201 customer deputy store managers comes
to some 4,100.

@ Sugi Pharmacy Co., Ltd. @ Terashima Co,, Ltd. @ Yamaya Corporation @ Japan Maintenance Co., Ltd.
@ Tsuruha Co., Ltd. @ Homac Corp. @ Diamond City Co., Ltd. @ EON Fantasy Co., Ltd.

@ Green Cross Coa Co,, Ltd. @ Sunday Co., Ltd. @ /EON Mall Co., Ltd. @ Zwei Co., Ltd.

@ Kraft Inc. @ Ministop Co., Ltd. @ /ON Credit Service Co., Ltd. @ Certo Corporation

! O
We are trying to make various improvements, basically as customers and occasionally as employees.
Chie Ichimura (left) and Ky0k0 Oshiba (right) Customer deputy store managers £ON JUSCO Tsudanuma Store
I would like to make the most of my ~ Our job is to help improve store op-
present personal situation, i.e., in the  erations from the viewpoint of cus-
midst of child rearing, in performing  tomers or from the viewpoint of em-
this job. For example, when you buy ~ ployees. This process is a very
a battery-operated toy, you might  rewarding experience to me. Drawing
forget to buy batteries if they are sold ~ a lesson from an incident that occur-
separately. I enlisted the cooperation  red in February 2005, £ON stores
of salespeople and attached POP  conducted a thorough review of se-
(point-of-purchase ad) specifying the  curity measures in place at kitchen-
type and number of batteries neces-  knife and similar counters. At our
sary for respective products. I was  store, we took several improvement
very impressed by the prompt store  and precautionary steps, such as se-
response. — Ichimura curing scissors placed near coffee
mills and rice-milling counters with
wires. — Oshiba
-

~

Economy, Environment, Society and Shopping Centers

Developing shopping centers that interact with people
and communities by making good use of intellectual capital

The opening of a new shopping center has a
significant effect on the economy and environ-
ment of neighboring areas. It requires broad
acreage and large amounts of building materi-
als on the one hand; on the other, it generates
a new flow of people and goods and creates as
many as 1,000 jobs. The shopping center
sometimes provides a place for children to
learn about society. In establishing a new shop-
ping center, /EON takes these matters, as well
as findings of marketing research, into full con-
sideration. Then /ON strives to minimize nega-
tive effects and maximize positive effects on
the economy, environment and society, by will-
ingly employing environmentally friendly tech-
nologies and materials.

/ON is drawing up an Ecological Store vision
as an environmental guideline for designing
and evaluating shopping centers. This is inten-
ded to embody three concepts related to the
environment from eight perspectives, including
both hardware aspects (e.g., buildings) and
software (e.g, initiatives at the store level).
Moreover, ZEON utilizes the Comprehensive As-
sessment System for Building Environmental Ef-
ficiency* (CASBEE) as one of its criteria for as-
sessing building environmental efficiency.

Shopping centers to be newly built or rebuilt
will be designed in line with the Ecological

Store vision. £ON will create shopping centers
that embody its view of its relationship with
communities and society.

Three concepts

and etgnt perspectives
L PCIop

of the cological Store

Learning
and
collaboration

Helping children take interest in the
environment; strengthening coop-
eration with local communities

_ From hardware perspectives:

/EON Yachiyo Midorigaoka Shopping Center (Chiba Prefecture)

*CASBEE is a tool for comprehensively assessing the environ-
mental efficiency of buildings on the basis of new concepts in-
cluding BEE (building environmental efficiency). It was developed
through a cooperative academic, industrial and governmental
project supported by the Ministry of Land, Infrastructure and
Transport.

Change .
andg Active use of new technology
. . to accumulate experience
innovation

Systematically disseminate compre-
hensible information on AON's en-
vironmental-conservation activities

Disseminating
information

_ From software perspectives:

1. Energy saving/generation
We will actively use natural energy, including wind, solar and
water energy, as appropriate for the local community.

2. Environmental efficiency
We will build a store using materials having lighter environ-
mental loads.

3. Natural environment
We will make efforts to let in natural light, sound and water.

4. Landscape and biodiversity
We will provide a space that can be a home not only to hu-
mans but to many kinds of living beings.

5. Safety, security and environmental friendliness
We will provide environmentally friendly commodities.

6. Recycling within the region

We will take the initiative to promote recycling wastes within the re-
gion together with local residents as well as the local government
and NPOs.

7. Disclosure
We will provide, in an easily understandable manner, information
about what stores and Z£ON as a whole do for the environment.

8. Community for the 21st century
We will strive to create stores that do not need to supply plastic
shopping bags, and that waste no resources.




What /ON Fosters
together with
Customers and Communities

What £0ON Fosters together with Customers and Communities

Economy, Environment, Society and Shopping Centers

Creating a model shopping center for the future. — Landscape and biodiversity
HA

In opening a new store, £AON will pursue the Ecological Store vision mentioned on the previous page.

Here we will describe the concrete advantages, from the eight perspectives — primarily of £ON Chikusa
Shopping Center, the first Ecological Store, to be opened in Nagoya in May 2005, as well our in-store recycling
activities and distribution of environmentally friendly products.

/EON has been carrying out the Hometown Forests Program, which aims
to plant, together with our customers, trees native to the area around the
shopping center.

Community for the 21st Century ————

We will more actively promote environmental
conservation activities, including the “My Bag
and My Basket” campaign, which leads to re-
ducing the number of plastic shopping bags
used, and in-store recycling.

At the site of ZON Chikusa Shopping Center, instead of putting up sign poles, we have planted tall camphor
trees indigenous to the area as an emblem of the local community.

The overall appearance of the center, including its green-painted walls and
wooden louvers, gives a soft impressi

o]
>

Environmental efficiency

/EON will offer on-site facilities, such as an

open space and a hall, for local residents.

In the case of £ON Chikusa Shopping Center, a multipurpose
open park of about 2,100 square meters is situated in the cen-
ter of the redevelopment area (shown in the illustration on the

left at the rear of the building).

We actively promote green pro-
curement: Thinned wood, non-ve-
neer formworks, non-vinyl electric
wires and so on are used as build-
ing materials.

— Energy saving/generation——————

The shopping center has various energy-saving sys-
tems, including a comprehensive energy-saving system
that accurately controls energy consumption of the va-
rious parts of the shopping center; a water-saving sys-
tem; and an outdoor air cooling apparatus that utilizes
the difference in daytime and nighttime temperatures.
The shopping center will make the ratio of clean ener-
gy to total energy consumption as high as possible, by
the installation of photovoltaic and wind-power genera-
tors.

The hall of £ZON Ohta Shopping Center, which opened in Gunma Prefecture in 2003, was
used as a venue for taxpayers filing final tax returns. This is the first case in Japan in which a
private facility has played that role.

With a view to mitigating local traffic congestion, our shopping

centers all have large parking lots.
Even though it is located in a residential district, ZON Chikusa Shopping Center has park-
ing spaces for 909 cars.

The smooth approach to the shopping center will help prevent

traffic jams.

The shopping center has a holding area for vehicles waiting to enter the premises. The area
links a 100-meter road called Wakamiya Ohdori, on which the store building faces, and a
parking lot. There is also an approach lane into which vehicles can pass safely even when the

traffic light is red.
AON Chikusa Shopping Center has a

small-scale wind power generation instal-
lation that may be educational for chil-

. dren. There are three windmills in front
S of the store building.

FEON Chikusa Shopping Center

This will be the first Ecological Store £0N has put forth. It
will be opened in May 2005 as a commercial facility in
“Chikusa Earth Square”, the approximately 90,000-square-
meter redevelopment project that is under way in the city of

Nagoya.

/EON Kitatoda Shopping Center [ See-through solar panels are used.

@Lot area: 30,828 m:  @Commercial floor area: 13,689 m:
@Number of stores: 80

= Natural environment

A natural lighting scheme and a rainwater utili- Natural light
zation system are installed. Promenades are

paved with materials that absorb and retain wa-

ter. Such pavements can control the heat island

phenomenon thanks to the heat released

when absorbed rainwater evaporates.

Toward a lifestyle center where people, stores and commodities work synergistically
Shiro Okamura wal Manager, £ON Chikusa Shopping Center, £ZON Co., Ltd.

ZEON Kitatoda Shopping Center also has 360 square meters of solar panels* on
the southern wall surface. Their yearly power generation is about 7,863 kWh,
which contributes to an annual 2.9 ton reduction in CO: emissions.

“This system was developed together with the New Energy and Industrial Technology Development Organization.

The Ecological Store is a goal to be
pursued by the shopping center as a
whole. If a customer asks a question

open park be used as a free presenta-
tion space for various local groups

Light well .
g and students. How about providing

This contributes to reducing electricity

= Disclosure

Large screen and touch-panel-type terminals are instal-
led at an environmental information department within
the shopping center. These facilities are designed to in-
form visitors of £ON's efforts to conserve the environ-
ment and to display energy-saving data. With these, we
hope to help children learn about the environment.

consumption by allowing natural light in through a

Full use of recycled materials for facilities and in-
terior decoration

Fibrous flooring materials can help reduce cleaning costs, compared to
tiling. Moreover, they can be all recycled when they are replaced by
new ones. These materials absorb shock, so even younger children and
senior citizens can walk in safety and security.

Pavement absorbing and holding water
This controls the heat island phenomenon
through the effect of sprinkled water.

skylight and creates a bright and open atmosphere.

X Sunlight
Rainwater
of evaporation '

Evaporation

Highly water-
retentive block
pavement

Water-

Ground

materials
(Nonwoven,
sand, etc.)

about environmental friendliness, I
hope all employees, as well as special-
ty store workers, security guards and
cleaning staffs, can answer it. Our
store is located in an urban area, so I
would like to make it a lifestyle cen-
ter by using the advantages of the
shopping district and encouraging
human interaction. I suggest that the

flowerbeds to be planted by each of
residents’ associations? We are dis-
cussing with local residents how to
provide additional information of
value to the community, beyond en-
vironmental information. Many ten-
ants are also making efforts as cor-
porate citizens, so we will introduce
their activities as well.
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What £0ON Fosters together with Customers and Communities

As a Community Square

Every month, we are involved
In community activities together with customers.

The 11th of every month is £ON Day - the day when
we contribute to the environment and the local community.

AON Day

On the occasion of renaming our company
/EON in August 2001, we proclaimed the 11th
of every month henceforth as /20N Day. Under
the themes of “Ecology” and “Returning Favors
to Local Communities,” £ON continues various
activities together with customers to contribute to
society. £ON Day features several events. In the
“/EON Happy Yellow Receipt Campaign,” goods
valued at an amount equivalent to 1% of all cus-
tomers’ purchases on the 11th of the month are
donated to volunteer organizations in the local
community. In “£ON Clean Road,” volunteer
/ON employees do sweeping in areas neigh-
boring the store premises, and in the “Clean &

Support for volunteer organizations
in the local community ﬂ

FEON Happy Yellow Receipt Campaign

The “£ON Happy Yellow Receipt Campaign,”
held on AON Day, is an activity to support,
together with our customers, volunteer
organizations in the local community. Specifically,
the campaign encourages customers to deposit
the yellow receipts issued for their purchases on
/EON Day, or the cards* issued in exchange for
stamp cards for the “Bring Your Own Shopping
Bag Campaign™*, into a special box located
within the store premises. Then A£ON donates
goods equivalent in value to 1% of the total
amount of the collected yellow receipts and
exchange cards to local volunteer organizations.
The sum total of the posted yellow receipts and
exchange cards in FY2004 amounted to
5.05681 hillion yen. Of the total sum, 1%, or
50.72 million yen worth of goods, was donated
to 9,369 organizations.

During the period between the inception of
the campaign in 2001 and February 2005, the
“/EON Happy Yellow Receipt Campaign” was
implemented at £ON Co., Ltd. and 14 other
/ON Group companies, donating goods
equivalent to 164.14 million yen to 26,256
organizations (cumulative totals).

* This card is issued in exchange for a “Bring Your Own Shop-
ping Bag Campaign” card with 20 stamps affixed. A single card is
equivalent to 100 yen.

** See page 41.

Green Activities,” they further do the same in
neighboring parks and riverbeds. And, with £ON
Day having been held a number of times, it has
become firmly established in the local communi-

STEP 1

A customer receives a yellow receipt form the cashier when
making a purchase on £ON Day.

STEP2 ﬂﬂ

The customer places the yellow receipt in a box located at the
store. A separate box is allotted to each local volunteer
organization, which bears descriptive text of the organization’s
activity. From the cluster of boxes, the customer chooses the
box of an organization he or she wishes to benefit, and places
the yellow receipt in it.

4
STEP3

3

e

The sum total of the collected receipts is calculated for each
volunteer organization.

N

®

STEP4

Goods equivalent in value to 1% of the sum total of the
collected receipts in each volunteer organization’s box are
donated to that organization. If the total sum amounts to 1

million yen, Z/£ON donates a further 10,000 yen worth of goods
to the organization.

_—

ty. £ON Day is known as a day for £ON em-
ployees to think about how to contribute to the
environment and society together with custom-
ers, and act accordingly.

Cleanups are also E ﬂ
an important contribution to society

AON cleanup activities

The “Clean & Green Activities” have been going
on since April 1991. /£ON employees carry out
volunteer cleanup activities for parks, rivers, pub-
lic facilities, and so on. Since January 2002, in
parallel with these activities, “EON Clean Road
Activities” have been conducted in cooperation
with the “Volunteer Support Program” run by the
Ministry of Land, Infrastructure and Transport. In
the Clean Road Activities, volunteer ££ON em-
ployees engage in garbage collection and clean-
ups of tree planting zones along national roads
near A£ON stores.

In FY 2004, as well, various cleanup activities
were implemented at Z£ON stores all over Japan.
/EON will continue to actively promote cleanup
activities in various parts of the country.

/£ON is also involved

What £ON Fosters

together with

Customers and Communities

in new activities in closer cooperation with communities.

Toward a new recycling system within the region
Network Model Project

Use of cooking oil
consumed as fuel

Maxvalu Chubu Co., Ltd. reuses waste oil gen-
erated in frying foods, such as tempura and
croquettes, as bio diesel fuel (BDF). This activi-
ty has been promoted as Mie Prefecture’s
Model Project for creating a regional recycling
network, in partnership with the Prefectural
Government’s Department of Environment
Protection, Tsu city, local NPOs, Komatsu Mie
Ltd. and the Mie branch office of Uokuni So-
honsha Co., Ltd. Specifically, used cooking oil
is collected from Maxvalu stores, dining rooms
of Uokuni Sohonsha and the prefectural office,
and households of Tsu City, and is recycled
into BDF by Komatsu Mie.

BDF is used as fuel for diesel engine vehi-
cles. BDF does not require altering car engines
and is as powerful as light oil. Moreover, it is
“environmentally friendly fuel”: it emits no sul-

Regional vitalization through E ﬂ

promotion of local foods

“Local Production,
Local Consumption” activities

/EON is vigorously promoting “Local Production,
Local Consumption” activities, whose concept is
“locally produced foodstuffs prepared in the local
style and consumed locally” For example, the
JUSCO Higashiyama Nijo store in Kyoto Prefec-
ture launched this activity in 2001 in cooperation
with local leaders, including Prof. Kazuhiro Ueda
of Kyoto University's Graduate School. The store
now continues activities, including research on

fur oxides that contribute to acid rain and only
a small amount of the black smoke that is typi-
cal of diesel-powered vehicles.

Furthermore, even if BDF emits CO: as a re-
sult of combustion, its emission is not counted
in the CO: emission limit specified by the Kyo-
to Protocol, because BDF is of plant origin.
This is based on the assumption that plants,
which grow by absorbing CO: in the atmos-
phere, merely return it to the atmosphere
upon combustion.

Collection

=

Food oil waste from the Mie

Maxvalu Chubu recycles consumed cooking ol
collected at two stores (as of February 20,
2005) into BDF, which is used as fuel for its
company vehicles. Maxvalu Chubu plans to
further promote this activity.
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branch office of Uokuni Sohon-  Food oil waste collected

sha, including waste from the

from households of

Food oil waste from
Maxvalu Chubu

dining room of the prefectural Tsu City
government office
-~ -~ -~

Qe e =pIE S by Komatsu Mie

Reuse O

Mie branch

office of Mie Prefecture
Uokuni Sohonsha

sales systems that can reduce a load on the en-
vironment, to create a new distribution cycle for
foodstuffs. MaxValu Chubu Co., Ltd. also held a
“Local Production, Local Consumption” fair in
which local farm and marine products were dis-
played and sold. In FY2004, Mie Prefecture es-

0

0

Maxvalu
Chubu

tablished the “Mie Local Products First Day” to
make concerted efforts to promote local produc-
tion and local consumption. As a result, activities
have been expanded and diversified.
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For the Children

AON promotes environmental
awareness among children through diverse programs

Children get an arena
for learning about the environment

AON Junior Eco Club

To provide an arena for young people to learn for
about environmental issues, in 1995 the Envir-
onment Agency (since renamed Ministry of the
Environment) launched an initiative called Junior
Eco Clubs. The idea was to support activities in
local communities to provide school children op-
portunities to learn about the environment. As
this is an area of great interest to us, we decided

to participate and set up the AON Junior Eco
Clubs, which have enjoyed strong support from
the £ON Group as a whole and become quite
successful in the local communities.

Members of the £ON Junior Eco Clubs are
children from primary and junior high schools
who live in communities where £ON stores are
located. There is no membership fee, and each
child start off with a one-year membership, re-
newable annually. Community volunteers and
/EON staff provide advice and support for mem-
bers’ activities.

In 2004 a total of 3,561 children in 151 clubs
hosted by local £ON stores, with 482 support
staff, carried out various activities related to envir-

e

onmental preservation. Their achievements were
summarized in club newspapers posted in the
stores.

The Ministry of the Environment sponsors the
National Festival of Junior Eco Clubs annually,
and from each prefecture one club is selected to
send delegates to the National Festival. In 2004
three £ON Junior Eco Clubs had the honor of
sending delegations to the festival.

-

/AON Yamagata
Minami Junior Eco Club
(from Yamagata)

The National Festival of Junior Eco Clubs held in Mihama-Handa, Aichi Prefecture. £ZON Yamagata Minami Junior Eco Club
(from Yamagata Prefecture), £/ON Niihama Junior Eco Club (from Ehime Prefecture), and £ON Karatsu Junior Eco Club
(from Saga Prefecture) were among the delegations invited to the national festival.
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Salmon-Spawning Class

/EON Co., Ltd., JUSCO Sapporo Motomachi Store

At the River Toyohira Salmon Science Museum in Sap-
poro, students practiced spawning salmons through in-
semination. Young fish hatched from fertilized ova will
set off for the blue waters of the Pacific in May 2005.

Development of a Community Mountain Forest
/AON Kyushu Co., Ltd., JUSCO Karatsu Store

On January 23, 2005, students participated in the satoya-
ma (community forest) development program held in
Miyahara-cho, Kumamoto Prefecture. The program was
sponsored by the £ON Environment Foundation to give
them experience with nature and in developing a bam-
boo grove. Under the guidance of volunteers, the chil-
dren also enjoyed constructing bamboo domes and
steaming bread in bamboo baskets.
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Cooking Eco-Pork
Ryukyu JUSCO Co., Ltd., JUSCO Naha Store

Students participated in a cookout event called “Discover
a Linkage” on January 23, 2005, which featured meat
from “eco-pigs,” which had been raised on food waste
from AON stores. They were able to learn about
“sustainability with recycling of resources” based on com-
mon materials.

Production of an Eco Club Newspaper
Maxvalu Nishinihon Co., Ltd., Maxvalu Hojo Store

On September 11, 2004, students gathered in the con-
ference room of the Maxvalu store and produced the
Eco-Maru Journal, which announced their Eco Club activi-
ties of the past year. They discussed the content of the
newspaper, and several groups were formed to write arti-
cles presenting their memories of the ecological school,
their visit to a recycling center, and other topics related to
their Eco Club activities.

Studying Living Organisms in Rice Paddies
/EON Co., Ltd., JUSCO Niigata, Niigata Higashi,

and Shirane Stores

Students participated in an event held jointly by three
JUSCO stores in which they studied various species of
waterborne creatures that inhabit the artificial enclosed
shallow bodies of water formed by rice paddies. They
netted and examined various species of fish and their
characteristics, learned about changes in the ecosystem
caused by throwing away of soft-shelled turtles, and en-
joyed many other interesting experiences.

Web site for students to learn about ecology

/ON Eco-Eco Study Center

We hope that students, who grow into adults in
the course of time, will enjoy learning about the
importance of ecology, the necessity of recycling,
and the significance of nurturing forests. Our
/EON Eco-Eco Study Center is an ecology Web
site opened just for young students. By venturing
into the Eco site and meeting some cute charac-
ters, students can have some fun while gaining
diverse knowledge on ecology. The content is
most appropriate for educational materials on en-
vironmental study.
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Dietary Workshop
/ON Co., Ltd., JUSCO Miyoshi Store.
On October 24, 2004, a dietary workshop under the
theme “Vegetables for a Healthy Body” was held, under
the instruction of a certified dietitian. Students prepared
various attractive dishes, took a quiz on vegetables,
played a shopping game, and made salads, learning the
importance of fruits and vegetables in the daily diet for
good health.

Harvesting and Tasting Winter Vegetables

/AON Co., Ltd., JUSCO Nara,
Ikoma and Nara-Minami Stores

In this event held by the three JUSCO stores, students
harvested winter vegetables such as Japanese radishes,
potherb mustard (mizuna), carrots, and broccoli. Then
they went to a volunteer center some 20 minutes away
on foot, where using the harvested vegetables they
made salads and miso soup with pork and vegetables,
which they then sampled together with the packed lun-
ches they had brought. Finally, they attended an evalua-
tion meeting on club activities in 2004.

/EON stores nationwide
provide arenas for ecological study

EON Eco-Eco Store Expedition

To help students in local communities enhance
their interest in environmental conservation and
understand the importance of protecting the en-
vironment, £ON carries out the “£ON Eco-Eco
Store Expedition” The expedition invites primary-
school students, and the expedition team visits
JUSCO, Maxvalu, and Megamart stores to learn
about the conservation activities practiced at
these stores, which involve recycling and waste
reduction. £ON also accepts occasional requests
from local primary schools to join the expedition.

L

For the AON Junior Eco
Club organized by JUSCO
Kisogawa Store, opened in June 2004, the first activity following
inauguration of the club was the “Eco-Eco Expedition.” They en-
joyed learning about activities to reduce generation of trash and
the mechanics of resource recycling.
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AON and Society

AON works in various ways to build “a future of limitless promise”

The group’s united activities
to contribute to society

/ON'’s Fund-Raising activities

To financially assist various efforts to provide
disaster relief and protect the environment,
/EON carries out fundraising activities, through
campaigns addressed to both customers at the
storefronts and to £ON staff.

In 2004 major disasters that required emer-
gency relief occurred in Japan and elsewhere
in the world, and customers were especially
concerned about the victims and damage.
Many customers deposited contribution mon-
ey with £ON through the “No More Landmine
Campaign,” which is aimed at ridding the
world of landmines, regarded as the most bru-
tal type of weapon, and the “Return the Forest

to the Fish-Owl! Campaign”, which earmarked
the proceeds from the sale of wrapping paper
and greeting cards designed by Mr. Jimmy Oh-
nishi for forest conservation.
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Fundraising for victims of the Chuetsu earthquake in Niigata Pre-
fecture and Typhoon No. 23 at JUSCO Miyoshi Store.

Major Fund-Raising activities in FY 2004

Labor and management collaborate
in supportive actions

/AON Welfare Fund

The AON welfare fund created in 1977 is fun-
ded through the union’s monthly donation of
50 yen per member plus matching funds con-
tributed by the £ON Group companies of 50
yen per union member per month (a total of
100 yen). Presently, 38 companies and their
employees from the £ON Group participate in
the fund, and it provides diverse financial sup-
port, such as to help the handicapped become
more independent and participate in social ac-
tivities. Under the Benefit Package for Welfare
Facilities program, the fund donates 500,000
yen to 1 million yen per facility to various wel-
fare facilities for the mentally and physically dis-
abled around the nation. The cumulative total
of recipient facilities reached 355 in 2004.

Fund (No. of participating companies)/Period

Funds Collected from

Customers and Employees DRETETS ifo) 500

Total Recipient Organization

Fund-raiging for Nepal School-Building Project (58)
Mar. 21 — May 20, 2004

54 million yen
53,565,538 yen (Donated from £ON 1%¥:mb)

107,565,538 yen | Japan Committee for UNICEF

Fund-raiging for “No More Landmine” Campaign (51)
Jul. 1 — Aug. 31, 2004

27 million yen
26,899,570 yen (Donated from /ON 1%¥:\ub)

53,899,570 yen | Association for Aid and Relief, Japan

Fund-raising for Emergency Support to the Victims of Typhoon Tokage (65)

43 million yen

Hyogo Pref. Fundraising Committee for Typhoon Victims
Japanese Red Cross Society, Kyoto Pref Branch

Environment Foundation)

Oct, 26 — Nov. 7, 2004 43,247,448 YeN | oorgeq rom 20N 136 Cu) 86,247448 yen e iea et o et b yhton .23 e
Fund-raising for Emergency Support to the Victims of Niigata Pref. Chuetsu Earthquake (65) 108 million ven Niigata Pref. Rescue Headquarters
Oct. 26 — Nov. 7, 2004 108,771,115 yen (Donated from £ON 1%¥:\ub) 216,771,115 yen for Earthquake Damage
Fund-raising for “Return the Forest to the Fish-Owl!” Campaign (3L) 10 million yen ) )

Nov. 29 — Dec. 25, 2004 9,208,134 yen (Donated from £ON 19,208,134 yen | Shiretoko Foundation, Inc.

Disaster Victims of the Great Sumatra Earthquake (67)
Dec. 28, 2004 — Jan. 16, 2005

Fund-raising for Emergency Support to the Tsunami

95 million yen
93,808,211 yen (Donated from /£ON 1%¥:\ub)

188,808,211 yen | Japan Committee for UNICEF

Total 335,500,016 yen 337 million yen 672,500,016 yen
Fund-Raising activities continued in FY 2004
L . : Funds Collected from lative Al

Fund (No. of participating companies)/Period Customers and Employees Cumu;tll;/:n dr:ount Recipient Organization
Red-feather Community Chest Campaign 5290934 ven 121,143,948 yen .
Ot 1 — Oct. 31, 2004 : ) Y (FY1983 — 2004) Central Community Chest of Japan
Guide Dogs Fund-raising (26) 17,632,612 yen 165,874,097 yen | National Association
Sept. 21 — Nov. 20, 2004 T (Fv1989 - 2004) | of Guide Dog Institutes
Fund-raising for the National Bone Marrow Bank (2) 6,229,616 yen 22,665,982 yen | Japan Marrow Donor Registry
Jan. 24 — Feb. 20, 2005 (FY2000 —2004) | Promotion Conference (Specified NPO)
Total 29,153,162 yen 309,684,027 yen

From ecological study to international exchange

AON 1% Club

Founded in 1989, the £ON 1% Club, which op-
erates on funds contributed by the £ON Group’s
blue-chip companies equivalent to 1% of their
pretax profits, carries out a wide range of activi-
ties under the themes “Environmental Conserva-
tion,” “International Exchange of Cultures and
People,” and “Development of Local Cultures
and Communities” These contributions in
FY2004 amounted to 939 million yen, bringing
the cumulative total to 7.246 billion yen.

In August 2004, the £ON 1% Club conduc-
ted the second “£ON Eco Tour in Germany,” and
54 primary and junior high school students
joined the tour and learned about the sorting of
household waste, recycling of resources, and use
of natural energy sources in Germany. At the “No
More Landmine Campaign” held from July to Au-
gust, we held fundraising activities and classes on
landmines as a way to think about and act on
this problem with our customers.

Engaging in tree-planting activities overseas

/ON Environment Foundation

The A£ON Environment Foundation, which will
mark its 15th anniversary in 2005, carries out
and supports conservation projects in Japan
and the developing world. In FY2004, the
Foundation and the Beijing city government
cosponsored the “Great Wall Reforestation Pro-
ject” tree-planting and -growing activity in July,
in which some 300 Chinese and Japanese vol-
unteers planted 4,300 saplings. In celebration
of the 20th anniversary of Jaya JUSCO Stores
Bhd of Malaysia,* some 30,000 saplings were
planted there by 2,850 volunteers in Septem-
ber. In Japan, the Foundation conducted sever-
al tree-planting events in cooperation with vol-
unteers, which included the “Shiretoko
Reforestation / Tree Planting Activity” (some
700 saplings were planted), the “Ueda City
Hometown Forest Program” (4,000 saplings
planted), and “Kaga Coast Hometown Forest

0 http:/iwww.aeon.info/1p/

http://lwww.aeon.info/ef/en/
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“Let's Eradicate Landmines

Campaign” appealed for

Participants in the second “/EON Eco Tour in Germany” learned about sorting of household trash in eradication of landmines.

Dresden, Germany.

Under the “Teenage Ambassador” Program,
which is a part of the Club’s “International Ex-
change of Cultures and People” initiative, 20
high-school students from Guangdong Province,
China, were invited in November. They joined in
diverse ecological studies, including trial attend-
ance at Japanese high schools, a visit to Recy-
cling Plaza in Ohta city, and got some hands-on
practice studying marine life on a tidal flat in To-
kyo Bay.

Program” (15,000 saplings planted).

In FY2004 the Foundation provided a total of
150 million yen in subsidies to 156 conserva-
tion activities conducted by NGOs in Japan
and abroad, which brought the cumulative to-
tal of subsidies since its establishment to
1