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Our Customers

Editorial Policy
This annual environmental report will be our 9th since the first was issued in 1996,
and the second to be published under the new title, “£ON Environmental and So-
cial Report (Sustainability Report),” rather than “£ON Environmental Report” We
adopted the subtitle “The Legacy We Inherited” with the idea of concretely and con-
cisely reporting our activities “together with our customers” until today and into the
future. £ON consists of 158 companies, and due to space limitations it is simply
impossible to cover them all adequately. This report gives a glimpse into the pion-
eering and symbolic efforts and activities carried out with the cooperation of the en-
tire group. More information can be found on each company’s Web site.

*In this report, ZON refers to a group of 158 companies engaged in 13 fields of operation, whereas “£ON Co., Ltd”"
refers to the ZON company engaged in general merchandise store (GMS) operations.

Community

Peace: /EON 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.
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/EON's Corporate Commitment

FEON creates
a future of limitless promise — an aeon —

Companies Covered by the Report
Target Readers
This report is principally targeted at £ON's customers. It is also intended for all
/EON stakeholders, including shareholders, local residents of all of the store loca-
tions of the /EON group, business partners, NPOs, and employees.

Reported Period FY2003 (February 21, 2003 - February 20, 2004)

* Whenever data does not fit into this reporting period due to different terms or other reasons, the applicable

reporting period is clearly indicated.

Economic  Environmental  Social
This is a sustainability report, which reports not only activities concerning nature
conservation, but also the economic and social dimensions of corporate activi-
ties. This report has been complied with reference to international reporting
guidelines — the Global Reporting Initiative (GRI) Guidelines.

158 /EON group companies

by transforming daily life

through our open, dynamic approach.

Sustainability Report

*The icons at right are used to show the category
(economic, environmental, or social) of the reported activities.

Major Group Companies -pubic companies

GMS Qingdao AON Dongtai Co., Ltd. Kasumi Co., Ltd. Welpark Co., Ltd. Department stores Laura Ashley Japan Co., Ltd. SC development operations FAEON Credit Service (Taiwan) Co., Ltd. Food services E-commerce businesses
* FEON Co., Ltd. Shenzhen JUSCO Friendship Stores Co., Ltd. IINO Co., Ltd. Bon Belta Isejin Co., Ltd. FAEON Forest Co., Ltd. * Diamond City Co., Ltd. Gourmet D’Or Co., Ltd. FAEON Visty Co., Ltd.
* FEON Kyushu Co., Ltd. Taiwan /EON Stores Co., Ltd. Drugstores Kusuri No Aoki Co., Ltd.  Bon Belta Co., Ltd. Mega Sports Co., Ltd. * EON Mall Co., Ltd. Services MYCAL Ist Co., Ltd.
*Jaya JUSCO Stores Bhd. * Tsuruha Co.,Ltd. Tachibana Department Store Co., Ltd. Claire’s Nippon Co., Ltd. Diamond Family Co., Ltd. * FEON Fantasy Co., Ltd.
*JUSCO Stores (Hong Kong) Co., Ltd. Supermarkets * Kraft Inc. Home centers NuStep Co., Ltd. LOC Development Co., Ltd. Jusvel Co., Ltd. Food processing, distribution,
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Ryukyu JUSCO Co., Ltd.

MYCAL Corporation

MYCALKUSHU Corporation

Posful Corporation.

Siam JUSCO Co,, Ltd.

Guangdong JUSCO Teem Stores Co., Ltd.

* Maxvalu Hokkaido Co., Ltd.

* Maxvalu Tohoku Co., Ltd.

* Maxvalu Chubu Co., Ltd.

* Maxvalu Nishinihon Co., Ltd.
Maxvalu Tokai Co., Ltd
Maxvalu Kyushu Co., Ltd

* Sugi Pharmacy Co., Ltd.
CFS Corporation

* Green Cross Coa Co.,, Ltd.

* Terashima Co., Ltd.
Medical Ikko Co., Ltd.
Takiya Co., Ltd.

* Homac Corp.

Convenience stores
* Ministop Co., Ltd.

Specialty stores
* The Talbots, Inc.
* Blue Grass Co., Ltd.
* Cox Co.,, Ltd.
*Yamaya Corporation
Talbots Japan Co., Ltd.

Abilities JUSCO Co., Ltd.
Book Bahn Co., Ltd.
Petcity Co., Ltd.

Mega Petro Co., Ltd.

Financial services
* FEON Credit Service Co., Ltd.

* FEON Credit Service (Asia) Co., Ltd.

* FEON Thana Sinsap (Thailand) Plc.
FAEON Credit Service (M) Sdn. Bhd.

Reform Studio Co., Ltd.

Zwei Co., Ltd.

FAEON Techno Service Co., Ltd.
FEON Cinemas Co., Ltd.

Quality Control Center Co., Ltd.

and other operations

Certo Co,, Ltd.

Food Supply JUSCO Co., Ltd.
AIC Inc.

Tasmania Feedlot Pty. Ltd.

FAEON 1% Club
FAEON Environment Foundation
The Cultural Foundation of Okada




Establishment of the “Z£ON Code of Conduct”
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We Believe the Most Significant Point of Contact between Our
Customers and AON Is Our Employees. Therefore, We Have
Created a Yardstick that Measures the Daily Behavior and Way of

Thinking of Our Employees.

The AON Code of Conduct — Everything we do, we do for our customers it

At ££ON, we have the “AEON’s Basic Principles” (see page 2),
which comprise the three elements of peace, people, and com-
munities — with our customers at the core. In April 2003 we es-
tablished the “/EON Code of Conduct” as the specific guide-
lines for all ZON people to share in order to implement these
basic principles.

A FRhRE

The AON Code of Conduct sets forth the five pillars of (1)
customers, (2) local communities, (3) business partners, (4)
shareholders, and (5) A£ON people. It clarifies our way of think-
ing and code of behavior toward each of these pillars. In partic-
ular, we regard (2), (3), and (4) as the “partners” of AON and
define the ideal relationship with each of them as follows: For
(2), “As a good corporate citizen, we will contribute to the com-
munity’s development, working with people in the community.”
For (3), “We will work for our mutual prosperity through fair
transactions.” For (4), “We will strive for innovative and sound
management practices that should bring about higher returns

for our shareholders.” The code of behavior toward each pillar is
so structured to have adaptability and expandability to allow for
a review and revisions as necessary. In other words, the “AEON
Code of Conduct’ can be described as the starting point from
which each and every one of the /EON people an pursue an
unlimited challenge toward a “future of limitless promise.”

@ Where the “£ON Code of Conduct” Stands @

‘ FEON'’s Basic Principles ‘

‘ /ON's Corporate Commitment ‘

In establishing the A£ON
Code of Conduct

/ON Code of
RS- Conduct Declaration gesesasses :

Our commitments to
customers together with
partners and £ON people

AON Code of Conduct

Economic
efficiency

‘ Rules of action/manuals ‘

‘ Relevant laws and regulations ‘

For understanding and practice by each and every one of
the ZON people

In introducing the “AEON Code of Conduct,” we held training
sessions for top executives of AON Group companies as well
as heads and managerial officials of retail outlets and offices to
help them understand “A£ON’s Basic Principles,” the basic ap-
proach to corporate ethics, and the way of thinking demanded
under the “AEON Code of Conduct.” Following these sessions,
at the initiative of sections promoting corporate ethics at Group
companies and heads of retail outlets and offices, education
programs are being devel-
oped and implemented se-
quentially for new recruits
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Nevertheless, there may still be instances where employees
in the workplace each day will be at a loss as to “What should
we do in this kind of situation?” or “Is that course of action real-
ly right?” In response, we have established the “£ON Code of
Conduct Emergency Call Center” where AON people can
have easy access when in doubt. It also functions as a mutual
support system that allows the £ ON Group as a whole to
share questions and the awareness of problems of individual
employees for prompt resolution.

0 http://www.aeon.info/aeoncorp/english/, and click on The A£ON Code of Conduct
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FEON Co., Ltd.
° Motoya Okada

We at £ON keep reforming ourselves with the aim of be-
coming a company in which society places confidence as
one of the Global 10 retailers. This effort also represents our
strong determination and vision to become a “good compa-
ny” from not only an economic perspective but also a per-
spective of social responsbility.

We believe that economical growth and social contribu-
tion activities, including environmental preservation, should
not be traded off under any circumstances, since they are in-
separable and at the core of corporate activities. We believe
that our customers’ stronger expectations and support for
ZAON’s commitment to the development and marketing of
safety and environment-conscious TOPVALU private-brand
products as well as Z£ON’s continued resource saving activ-
ities in collaboration with our customers, such as the “My
Bag My Basket Campaign,” and the “ZAEON Hometown For-
ests Program” will lead to better branding for AON and
also provide a massive pool of energy for the next stage of
growth. Therefore, we will continue with ceaseless reforms.

Since the start of our business, we at ZZON have upheld
the tradition of doing business honestly and fairly. ZON
also has a history of developing our business by gathering
together a variety of companies. Through that process, we
have nurtured a corporate culture that values “diversity” and
“tolerance toward something different.” Last year we wel-
comed new colleagues from MYCAL and many other com-
panies into our group. At the same time, in order to pursue a
group synergy of our organization rich in diversity, we em-
barked on the “corporate-governance reform” and “group
management reform.” These reforms should serve as power-
ful driving forces for the environmental-conservation and
social-contribution activities we undertake as a group. The
sharing of know-how and best practices of group companies
is a viable compass for all of us at ZON in our endeavors to
build a “good company.”

In reporting on EON’s environmental-conservation and
social-contribution activities in fiscal 2003, we tried to pres-
ent a multidimensional report by giving greater weight to
the perspective of our group as a whole than last year and
also by adopting the approach of the Global Reporting Ini-
tiative (GRI), the global standard for corporate reporting.

While continuing to faithfully living up to the expecta-
tions for and trust placed in us by our customers, we will
devote ourselves to necessary changes without hesitation to
achieve the goal of “Toward a future of limitless promise,”
as declared in £ON’s Corporate Commitment.

‘We would like to ask for your kindest understanding and
your comments and suggestions would be most welcome
and appreciated.

@ 500z Ad 10 sa1doy Ajiqeureisns NOY/ I
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Establishment of the Risk Management System
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We Will Try to Prevent Accidents by Drawing Fully on the Strength
of Every Piece of Data Gathered and Imaginative Power.

On Top of These Efforts,

/ON Firmly Believes in Disaster Preparedness.

The whole group participates in “ZEON joint disaster prevention drills,” in anticipation of a Tokai-region earthquake, etc. it

Risks associated with business activities can be found anywhere.
They are not limited to economic aspects but could come from hu-
man-induced causes or natural disasters. £AON has a common
policy shared throughout the entire corporate organization of
standing prepared for such risks as much as possible on a day-to-
day basis. This means that our customers can enjoy shopping
feeling secure and that we can provide prompt and sure-footed
support to people who suffer in the event of a disaster that strikes
the area of one of our stores.

In particular, regarding measures to deal with earthquakes, it is
imperative that we have in place a system under which all employ-
ees can respond calmly and act promptly. At present, £AON group
companies regularly conduct emergency drills that pay heed to the
aspects of both of awareness and action.

On Disaster Prevention Day (September 1) of FY2003 the
“fEON joint disaster prevention drills” were held at a total of 1,328
locations across the country. £ON Co., Ltd., £AON Mall Co., Ltd.,
and MYCAL Corp. carried out such exercises across Japan, while
Maxvalu Tohoku Co., Ltd., £ZON Credit Service Co., Ltd., Reform
Studio Co., Ltd., Book Bahn Co., Ltd., The Talbots, Inc. and other
group companies also participated, transcending industry sectors
and types of business.

The latest “AON joint disaster prevention drills” comprised
exercises conducted in advance, unified drills carried out simulta-
neously on the day of the joint drills, and a variety of drills conduc-
ted under specific circumstances of each store. The drills in ad-
vance included the collection of information from municipal offices,
assumptions of damage done to our outlets, and training to use
the 171 (disaster message dial) telephone service. Based on this
preparatory training, the joint drills conducted across Japan on
September 1 covered reporting from each outlet and simulation

training of postquake facility and equipment checks. Drills conduc-
ted at the initiative of each outlet also included a variety of exerci-
ses, including the direction of customers to safety, announcements
using stores’ public address systems, and responses to power fail-
ures, as well as the testing of arrangements for intrastore commu-
nication and confirmation of the safety of employees.

The drills conducted by group companies were reported to the
general affairs department of ZON Co., Ltd., which sifted through
drill reports and later disseminated the collected data as feedback
of reference examples under specific circumstances to group
companies across the country. This effort also shed some light on
some improvements necessary, including the unification of drill re-
port forms.

We plan to conduct the “AEON joint disaster prevention drills”
regularly on September 1 (Disaster Prevention Day) and January
17 (the anniversary of the Great Hanshin-Awaji Earthquake of
1995), as part of our continuing efforts to enhance our employees’
consciousness and readiness to act.

Moreover, at stores in the Tokai district in the Chubu central Ja-
pan region (including stores still in preparation for opening), we plan
to install disaster-prevention equipment and conduct drills on the
assumption that a major earthquake will hit the district. Informa-
tion obtained through these regional programs and proposals for
safety improvement will be shared by all stores across Japan.
Rescue and relief efforts for quake victims are seen to be particu-
larly important during the initial 72 hours after a killer earthquake.
We at A£ON hope to contribute to community-based disaster-pre-
vention measures through emergency assistance to support resi-
dents’ everyday lives, by providing temporary shelters, medical
centers, distribution centers for food and other relief goods, and
bathing facilities.

“/EON Joint Disaster Prevention Drills”

1. Drills in advance

2. Unified drills on September 1

3. Store-specific drills

1 Collection of information from municipal offices » 7 Reports to the earthquake folder > 9 Intrastore communication

2 Assumption of damage to A£ON stores

and equipment from falling
4 Reading through rules for antiquake measures
5 Confirmation of entries in earthquake handbooks
6 Test-use of 171 Disaster Message Dial telephone service

Reporting

8 Postquake checking of facilities,
3 Measures to prevent merchandise from dropping equipment

Drills conducted by stores

10 Confirmation of employees’ safety

11 Direction of customers to safety (simulation)

12 Over-the-counter sales (simulation)

13 In-store public address system
announcement (simulation)

14 Power-failure responses (simulation)

15 Other drills by stores on their own

Feedback

FEON Co., Ltd.

Concerning an accident at the £ZON Yamato Shopping Center
Early in the morning on November 5, 2003, an explosion occur-
red at a food waste disposal facility at the A£AON Yamato Shop-
ping Center (in Yamato City, Kanagawa Prefecture). Smoke from
an unknown source started coming from the food waste dispos-
er installed at the JUSCO Yamato Tsuruma Store, the core store
of the shopping center, and the explosion occurred about 10
minutes after the start of firefighting efforts. In the explosion, a
total of 11 firefighters and policemen were injured (with three of
them hospitalized), with some damage done to the store build-
ing.

As of the end of March 2004, the cause of the accident, which
caused great inconvenience and worry to residents around the
shopping mall as well as our customers and relevant public au-
thorities, is still under investigation by the police and firefighting
authorities. Immediately after the accident, ZON also began an
investigation of its own into the cause, enlisting the cooperation
of the Japan Society for Safety Engineering (JSSE).

Regarding food waste disposal equipment installed at other
stores, we are striving to build a thorough system that can ab-
solutely forestall similar accidents, with the head office of £AON
Co., Ltd. taking charge of the process of ascertaining a variety

of information, including each
store’s procedures to operate the
garbage-disposal equipment.
FAEON recognizes the recycling of
food waste as a socially impor-
tant task. Going forward, we in-
tend to continue efforts to find
solutions to the task by choosing
optimum measures, including the
promotion of recycling through
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cycling business operators under
the “Foodstuff Recycling Law”
and the in-house composting of
garbage. We would like to ex-
press our apologies anew to the
victims of the accident and other
affected parties as well as to our
customers and society at large,
and to ask for your further un-
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derstanding and cooperation.
The November 5, 2003

edition of The Asahi Shimbun

Security measures for the protection of personal information
A case of £AON Credit Service Co., Ltd.

In the wake of a succession of incidents where customer infor-
mation was leaked out from companies, A£ON is placing partic-
ular emphasis on the management system for the protection of
personal information. As part of this effort, ZON Credit Service
Co., Ltd., which has a customer base of some 12.10 million*',
acquired the certification of the Privacy Mark** in January 2003.
In the certification, the

- TR “compliance program on personal
information” worked out by the
company in 2002 was highly
rated. But the company is placing
even greater weight on the
il 1 . ‘“education of employees” than on

the administration of the compliance program. This is because
the company believes that however sophisticated the protection
system is, it means nothing if the moral standards of employ-
ees are low. The company is providing training programs cover-

ing a wide range of issues from the importance of the protec-
tion of personal information and legal knowledge to ethics and
manners, not only to its 800-plus regular employees but also to
about 2,000 part-timers and about 3,700 field staff, who collect
membership applications. Together with very strict controls over
the entrance into and exit from data rooms and work there
(there is the strict rule in place that denies access to customer
information by employees of group companies), the company
has established a leading-edge security model.

The company has prepared detailed manuals to deal with
possible system troubles and leakage of personal information,
and is also taking the initiative in the industry toward the estab-
lishment of an organization-wide risk-management system.

*1 As of the end of February 2004

*2The mark a company is allowed to use as a “business concerned with the protec-
tion of personal information,” as examined and certified by the Japan Information
Processing Development Corporation (JIPDEC).

® 0044 104 sa1doy Ayjiqeureisns NO I
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Two Reforms toward Open Management

08

We Shifted to More Open Management for
Mutual Enlightenment and Enhancement.

/EON has a long-term goal of joining the “Global 10" by becoming one of the top 10 global retailers, both
in reality and in name, by 2010. In order to secure a group management system of global standards for
attaining this goal, we embarked upon two major reforms in fiscal 2003.

For a speedier, more transparent management system — Corporate-Governance Reform

-
SO _
RS
X

! Three Advisory Councils at £ON

¢ —The Customers’ Advisory Council
Fair-minded suggestions from executives of consumer organizations and customers
are reflected in the practice of our “customer-first management.”

————— i —The Social Responsibility Advisory Council
: Policy suggestions are solicited from executives of environmental organizations and
scholars for implementation at £ZON.

i —The Management Advisory Council
A wide range of information and opinions solicited from experts in varied fields are reflected in
the business strategy for the A£2ON group as a whole.

In May 2003, A£ON Co., Ltd., the core company of the £ON
group, reorganized to a Company with Committees. We made
the decision in the belief that in addition to speedier manage-
ment decisions, it is essential for £ON in the future to have a
management system with a viewpoint of greater objectivity and
free of exclusivity, opacity, and ambiguity.

Specifically, the new system completely separates manage-
ment oversight and business execution. Directors devote them-
selves to the formulation of basic management policies and
management oversight, while executive officers conduct busi-
ness execution more swiftly with greater management authority
that extends to cover matters hitherto subject to resolutions of
the board of directors, such as issuance of new equity shares
and personnel affairs. Executive officers are expected to main-
tain a high level of management transparency, since their ac-
tions are constantly monitored by the board of directors and the
three committees (Audit, Nomination, and Compensation) that
work with the board of directors. Moreover, £ON has an equal

number of inside and outside directors (four each) sitting on the
board of directors. The three members of the audit committee
are all outside directors, thus relying on the outside talent to a
greater extent than called for under the provisions of the Com-
mercial Code.

In addition, /£ON will establish three “advisory councils”
comprising outside advisers and experts, for the purpose of
making better use of more of objective opinions.

We introduced a clear separation of functions that should lead
to swifter management decisions. We also independently es-
tablished a management system under which executives are
more strictly held accountable. Additionally, we created a mech-
anism for more proactively gathering opinions and suggestions
from outside sources. Thus, our corporate-governance reform is
nothing less than AEON'’s expression of our determination to be
a “company that is easy to understand for customers as well as
shareholders.”

Seeking to maximize the synergistic effect — Group Management Reform

Another reform initiative with our sights set on the “Global 10”
goal is group management reform aimed at drawing out the
collective strength of the /£ON group. This is designed to pur-
sue best practices in an array of A£AON’s businesses, including
our general merchandise store (GMS) and supermarket (SM)
businesses, and also to generate a group synergy unique to
AEON by making intragroup collaboration that transcends the
boundaries of respective businesses easier. As the first step,
we will share examples of successes and know-how kept inside
group companies for horizon-

erating into an inefficient corporate group with a single misstep.
If and when AEON acquires the capacity to precisely manage
the group’s characteristics, the energy that should emanate
from the grouping would be massive. £ON can find the cus-
tomer satisfaction we are seeking only after we build a man-
agement strategy from the standpoint of realizing the best for
the group while respecting the independence of group compa-
nies and synergistically develop economies of scale.

tal utilization across the group.

Then we will proceed to devel-

Board of Directors |

“Global 10”

op area strategies others can-
not imitate by combining multi-
ple types of business.

Representative Executive Officer -
Il

Supervision
[ 4

Accelerated growth

Needless to say, we integrate
information technology (IT),
distribution, general affairs,

Function

GMS
) [ N
and accounting wherever pos- Merchandising ——— |
sible for broad-based stream- Logisticsc ——— - -
ini Finance& __ . =
lining to further promotg our Accounting
EDLP (everyday low prices). T B= = =
AEON as a group can take ad- Human
. . Resources

vantage of the diversity of Environmental

. Conservation
group companies but also has . T T

the concomitant risk of degen-

SM  Drugstores Devpt.  Asia Other operations

I I | of the Group

Enhanced value of
the Group as a whole

Maximization of
Group synergy

Optimumyinnovation creation
in the Group as a whole

EEEEE.

Promotion of concentration,
integration, sharing,

and standardization

Current situation in the first year of reform and pending problems

Corporate governance needs to remain open for the group
management reform to be successful. The two reforms will
prove their worth only when they proceed as one. In FY2003,
while we made progress in the building of group infrastructure
in such areas as IT and physical distribution, we also began to

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

see some examples that can be recognized as the fruits of
sharing within the group, such as the case where the Maxvalu
SM chain is utilizing the convenience-store know-how of the
Ministop stores in late-night operations.

® 500z A4 1o sa1doy Ajiqeureisns NOZ/ I
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Management of A£ON from the Perspectives of
Transparency and Corporate Ethics

Each and every £ON employee shares the basic understanding that

we should be honest with all people who come into contact with £ON by acting ethically,
not to mention compliance with laws and regulations. We the Z£ON people will pursue
and create a “more open £ON" together with our customers.

Group Corporate Culture Shared at Home and Overseas

We will Create New Opportunities through
Mutual Understanding of New Individuality

E I

New partner MYCAL

@Synergistic effect of “A£ON’s Basic
Principles”

On November 29, 2003, MYCAL Corp.,
which operates the VIVRE and SATY
stores, joined the AON group. This
brought the number of GMS (General
Merchandise Store) and SM (Supermar-
ket) outlets in the A£ON group to over
1,000 across Japan, enabling us to pro-
vide our customers with greater benefits
of economies of scale by expanding and
broadening the merchandise we handle
and offering joint sales campaigns. At the
same time, we now have a much broader

scope for carrying out various activities to
implement A£ON'’s Basic Principles.

Moreover, given a fresh boost from
the know-how and corporate culture ac-
cumulated by the MYCAL group compa-
nies, the AEON group companies have
also renewed our determination to pur-
sue and practice the “customer first” ap-
proach.

The participation of MYCAL gives
AEON an unparalleled tailwind to pursue
its ideal. With this as a boost, all group
companies will redouble our efforts to-
ward building an “AEON customers can
trust,” through open-minded and multifac-
eted cooperation and sometimes through
friendly cooperation.

E &2

Bringing “customer first” overseas

New AEON stores opened in Taiwan,
Malaysia, and China in FY2003, bring-
ing the total number of stores abroad to
39. We hired local people as employees
of these overseas stores, contributing to
the invigoration of the local economies
and seeking to develop community-
based business operations. Needless to
say, it is our common global practice to
seek to implement A£ON’s Basic Princi-
ples, in particular offering safety and as-
surance to our customers.

No. of GMS/SM Outlets Overseas

China 17
; 4

Thailand 6

Malaysia 11

Taiwan 1
No. of GMS outlets No. of supermarkets

No. of employees

(Guangdong JUSCO Teem Stores Co., Ltd.) JUSCO Regent Plaza Store 390

(Taiwan /ON Stores Co., Ltd.) JUSCO Hsin-Chu Store 610
(Jaya JUSCO Stores Bhd.) JUSCO Permas Jaya SC* 379
(Jaya JUSCO Stores Bhd.) JUSCO Metro Prima SC* 487

*SC (shopping center)

When MYCAL joined the £ON group, | was first impressed by
the corporate culture that emphasizes “repeated attempts.” At
MYCAL, before we joined £ON, we sort of followed a beeline
once the goal was set. At £ON, however, we change courses
quite frequently by listening to various opinions and go about
things very steadily. In the education of employees, sales man-
agers, group managers, and expert staff (part-timers) all go
through many rounds of training repeatedly, beginning with mo-
tivation. | myself already have had three sessions of collective
education. One of the positive results is that as you have more
meetings, and the exchange of opinions becomes livelier, with
opinions increasingly representing the viewpoints of customers.

Strength lies in continuity. | want to continue
down-to-earth, community-based store development.

Needless to say, the speed with which improvements are made
accelerated significantly. | thought | had been practicing the
principle of “Customer First" before. But | was reoriented toward
different aspects of that principle at £ON, where everyone,
from executives to ordinary employees, followed this. At pres-
ent, 600 people work at this store, and as many as 12,000
customers visit our store on Sundays. This store is like a
community. By thinking that way, our involvement with the
community takes on an even greater significance. | hope to
make this a community-based stable store, something
more than a store that just sells merchandise, through low-
key steps and by learning from mistakes.
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In-house and Outside Opinions Are Reflected in Management

We Consider and Practice What “Open Management”
Should Be Like with Customers

.- "

110 customer deputy store managers
active in the second year

@“Customer Deputy Store Manager” System
This is the system under which we invite customers
to actually work at JUSCO stores for a period of
one year as deputy store managers representing lo-
cal communities, in order to promote community-
based store development. Customer deputy store
managers candidly make suggestions from the
viewpoint of customers by checking the assortment
of merchandise, the quality of merchandise and
services, possible improvements on the sales floor,
and the ways and manners they observe in waiting
on customers. They also make the rounds through
shops and talk to customers to solicit their opinions.
They also draw out employees’ opinions about man-
agement, thus contributing to developing a favor-
able workplace environment. In FY2003, the second
year of this system, 11 stores introduced the sys-
tem to bring to 43 the total number of stores having
customer deputy store managers. Amid widespread
support for the system among customers, we re-
ceived applications from over 1,000 customers

across the country, with 110 of them selected to

work* at our stores (89 customers in the first year).
*The term of employment for “customer deputy store

managers” in the second year is from October 21,
2003, through October 20, 2004.

Examples of improvements based on
“Customer Deputy Store Managers”
*Stores in parentheses are where the improvements have been introduced.
The packaged sale item kandara nabe (cod stew)
in the fresh-fish section is widely known to
customers as the local specialty “dongara soup.”
This item was promptly renamed dongara soup
(cod stew) when brought to management’s

attention. (JUSCO Yamagata South Store)

Given limited storage space in many houses in the
community, we clearly indicated the sizes of
storage boxes, with pictures, for gogatsu ningyo
(dolls for the Boys’ Festival), that are space-
consuming and usually stored for many years, for
reference by customers at the time of purchase.
(JUSCO Shinagawa Seaside Store)

The pack of minced pork used to contain 200
grams, while the TOPVALU pack of gyoza
(steamed meat pie) coats was assumed to contain
250 grams. So we contacted the JUSCO
merchandise department and asked them to
change the minced pork pack standard to contain
250 grams. (JUSCO Nagoya Minato Store)

Toy plastic blocks in the on-premises Kids Square
were dangerous, because they broke easily. The
plastic blocks were removed and replaced with
toys of spongy material. (JUSCO Hiezu Store)

e D D D

Store experience-based
suggestions for management

@Customer shareholders

We are hoping that customers who regularly visit
FEON stores participate in management as share-
holders to provide us with multifaceted perspectives
that should help us with customer-oriented store
development. In line with this, publicly-traded £ON
group companies lowered the minimum trading unit
of their equity shares from 1,000 shares to 100
shares. This helped broaden opportunities for our
customers to become shareholders.

List of companies with the minimum trading unit of 100 shares
@£ON Co,, Ltd. @Ministop Co,, Ltd.

@ £ON Kyushu Co,, Ltd. @Diamond City Co,, Ltd.
@Maxvalu Hokkaido Co,, Ltd. ~ @/ON Mall Co,, Ltd.
@Maxvalu Tohoku Co,, Ltd. @/EON Credit Service Co,, Ltd.
@Maxvalu Chubu Co,, Ltd. @ /ON Fantasy Co,, Ltd.
@Maxvalu Nishinihon Co,, Ltd.

. .

Communication with more
customers and employees

@ Utilization of customer comments
We get many requests, suggestions, and
sometimes complaints, from customers.
During FY2003 we received comments,
through telephone calls and letters, via the
Internet, and also directly at the stores.
These customer suggestions and our
responses are stored in our database for

Improved
Products/
services

L5

Meeting with
*{relevant divisions

Consider improvements
based on customer
comments

use through our intranet and on bulletin
boards for employees. We believe the com-
ment of one customer represents the views
of many other customers, and one custom-
er’s suggestion can be reflected in what we
do in the AON group as a whole.

We also place suggestion boxes in
prominent locations in shopping centers.
Store managers and deputy mangers per-
sonally write responses to comments put in
these boxes and place them on on-prem-
ises public boards along with original cus-

Phone/
Internet/
letter

Customer
service division

Deal with the suggestions
and input data in the
computer system

tomer com- |
I

ments. The num-
ber of customer \
| |

comments and
views translates
into the number
of improvements
we can make and opportunities we can
take advantage of. Customer comments
are invaluable assets for us at AZON.
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customers and for the store. —Nishio

© Improvements made so far include the placing of soap in
washrooms for children, space for shopping carts in the
parking lot, and bicycle racks. As we serve in this job lon-
ger, we tend to learn more about such practical amenities
needed at stores. To be honest, this job requires much
more attentiveness than initially expected. At our store,
there are three “customer deputy store managers”” Three
of us joined hands to conduct a questionnaire survey of
customers. Customers were all so cooperative. | was so
deeply impressed that | feel we could do much more for

We make various suggestions
from the viewpoint of both customers and £ON.

—Yamaguchi

logical brand with products made from recycled resour-
ces). Also, | live nearby. So, | was quite eager to work at
this store. In the job of “customer deputy store manager,”
it is pretty tough to find a good balance regarding
where | stand. If we forget about the viewpoint of
customers, there is no point in three of us being
here. By working at /EON in this job, | personally
came to think about participation in some envir-
onmental activities and social contribution.

 £§

© As a customer, | loved TOPVALU Kyokan Sengen (an eco-
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Development of a Workplace Where Employees Can Work with A Sense of Security

We Are Striving to Develop a Pleasant Workplace

and Enhance Motivation.

i

Improvement of the workplace
environment

In order to create an employee-friendly
workplace, it is important to establish sol-
id standards for working hours and other
items. For that purpose, £ON holds
monthly meetings of safety and health
committees at each store and business
office in order to secure the safety and

tunities for education. The /EON Navi
system reflects the spirit of the compa-
ny’s foundation that “education is the
most important part of social welfare” for
growing individuals. The system ensures
that everyone, from new recruits to man-
agers and chiefs, can have equal oppor-
tunities for education. There is no dis-
crimination in opportunities for education
based on classifications of employees.

measures for employees. The club pub-
lishes £EON Time to support a pleasant
lifestyle for employees, providing guid-
ance for a variety of consultation and
counseling services as well as ordinary
welfare and benefit matters. Also, the
FAEON Health Insurance Society publishes
the informational magazine Healthy Fam-
ily four times a year, proactively support-
ing the health of employees by suggest-
ing healthy lifestyles.

i

Community-based employee system

On February 21, 2004, £ON introduced the
“community-based employee system” with
the purpose of creating a corporate envir-
onment that allows employees capable of
continuous development to keep working
for a long period of time and creating per-
sonnel management based on the principle
of abilities and results regardless of nation-
ality, age, gender, or employee classifica-
tion. Under the system, we eliminated the
separation between regular employees and
part-timers. We regard employees who
work at stores in particular areas without
transfers or change of residences as
“community-based employees,” determining
their roles, assignments, and compensation
according to their capabilites and eager-
ness to work. By entirely eliminating the dif-
ferentiation in the roles and expectations,

opportunities for education, and opportuni-
ties for qualifications and promotions on the
basis of the classification of employees, we
have made it possible for those who joined
as part-timers to assume posts of man-
agers of medium-scale and small-scale
stores by continuously taking on challeng-
ing tasks.

@Activities at Maxvalu Tohoku Co., Ltd.
Maxvalu Tohoku Co., Ltd. was the first
among the A£ON group companies to intro-
duce the system of appointing part-time em-
ployees to managerial posts at stores, creat-
ing a fair personnel management system
based on merit. As of April 2004, three part-
time store managers and about 500 section
chiefs are in active service. They are all com-
mitted to the development of stores that cus-
tomers like to visit frequently by offering mer-
chandise and services in line with community
needs according to what we have heard from
customers and others in the community.

@Promotion of Joint Ventures with Disabled Persons m

In order to implement the idea of creating a workplace where disabled persons can
have a normal working life, £AON Co., Ltd. and Abilities Carenet Co. established a joint
venture, Abilities JUSCO Co. and launched the Scrum chain in April 1983. By operating
the franchise chain of retail stores, the joint venture is designed to develop new workpla-
ces for disabled persons where they can work alongside the physically unimpaired. As
of February 2004 Scrum is operating four stores in Miyagi and Yamagata prefectures.

i

/EON Welfare Fund

The A£ON Welfare Fund was established in
September 1977 under labor-management
cooperation for the purpose of helping im-
prove the welfare of the severely mentally
and/or physically handicapped at welfare in-
stitutions nationwide. With a total of 38
group companies participating at present,
labor unions and companies contribute 100
yen per employee per month to the Fund,
which in turn contributes the money to qual-
ified institutions as facility benefits or volun-
teer benefits. In FY2003 the Welfare Fund
contributed facility benefits to 15 institutions
(1 million yen per institution) and volunteer
benefits to 320 institutions (50,000 yen per
institution plus volunteer activities).

‘ 'Ii "".

Workers at CD-DVD & book store “Scrum”

As community-based part-time store managers,
we can give full play to housewife power.
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health of employees and help promote m
development of a pleasant workplace.
Store managers, supervising managers,
employee representatives and labor-uni-

O My status is part-timer, but my job title is store man-  © | wanted to work as a part-timer in a light-
ager. Since this was an entirely new system, it was hearted mood. So, | declined the offer of a
pretty tough at first. Now, as my own management job as part-time store manager. | accepted it
decisions bring results immediately, it is frightening. eventually but only after the company presi-

Welfare of employees

eeccccscccccsccscccscccccsccscccccse —

on representatives participate in these /EON is actively taking steps to secure an — ] But, at the same time, | see it as sort of interesting. den_t assured me that the position would not
meetings to discuss ways to maintain environment in which individual employ- - ——— When a regular employee serves as store manager, be in name only and urged me to demon-
. . . . Lo . : / that manager may find it difficult to pursue communi- strate my community-based power as a

and improve the workplace environment. ees can work without stress, including im- - 4 : ) ) .
rovement of the work climate and proce = . ol ty-based management, as he/she is transferred to an- housewife. As | see it, the strength of a part-
m P ) p — - other store in a year or two. A part-time store manager time store manager who is also a housewife
dures, e.st‘.’:lbllshment of comm.on LoolS, T "i:._' TR / is in a position to think about the local community and mother lies in the ability to obtain true
coececcseecesersceeeeeseseneeeseee and provision of separate smoking areas. 3 - ! from a long-term perspective, since there is no expec- voices of customers by exchanging opinions

In line with the idea that better welfare
measures would go a long way toward re-
vitalization of the workplace, the mutual-
aid association /EON Good Life Club is
undertaking a wide array of welfare

In-house education system

AEON launched the in-house education
system AON Navi in FY2003 in order to
provide all employees with equal oppor-

tation of transfer to another store. This enables the
part-time manager to offer services ab-
] solutely necessary in the community.
-~ 5 —Komoriya

directly with them from a perspective similar
to theirs, something a
male store manager may
not be able to do. —Soma
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Developing Shopping Centers That Are Good Neighbors in the Host Communities

We are striving to set up stores that can contribute to communities
by reducing the environmental load as much as possible.

In FY2003 we established shopping centers in a total of 20 local communities.
The key points to which /£ON is paying particular heed in opening a new outlet are explained below,
citing the specific case of ZON Ohta Shopping Center, which opened its doors for business in Gunma Prefecture in December 2003.

E B3R \

The opening of a new store itself
may impose a load on the environment.

@ ZON is engaged in tree planting
activities around newly opened stores
together with customers in the communities.

In the case of EFON Ohta Shopping Center, we planted
20,000 trees of 54 species, including oak (Quercus myrsi-
naefolia) that grow naturally in the area, with the participa-
tion of 48 organizations (3,500 people), including kindergart-
ens in the city. A regulating reservoir on the store premises
also serves as a biotope for nurturing the ecosystem.

BE \

In anticipation of increased traffic,
we took action to prevent traffic jams.

@ /EON Ohta Shopping Center has
customer parking for up to 3,500 vehicles.

In addition, the shopping center has peripheral roads
running through the store premises to help prevent
traffic jams on public roads. With the cooperation of
the municipal government and other quarters con-
cerned, a left-turn approach lane was created, and a
bus stop was also established on the premises.

H

Use of the store premises as a community square is quite welcome!

@ A large-scale shopping center can also be

used as a community square for local residents.

AEON Ohta Shopping Center has such on-site facili-
ties as a local administrative center, an NPO center
where information on volunteer activities converges,
and the Consumer Life Center, all of which are open
on Sundays and national holidays for the convenience
of consumers. A mailbox was installed recently in the
(indoor) center of the shopping mall.

- e rce. s
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waste reduction and green procurement.

We introduced a system under which individual employ-
ees may not dispose of waste until after they themselves
weigh the waste and put it on record, a mechanism to mo-
tivate employees to reduce and separate waste materials.
Garbage that comes from on-premise restaurants is sent
to local specialist firms for composting. We also place em-
phasis on the use of green equipment and materials. The
first floor uses tiles recycled from compact discs.

The key phrase is “Zero-Emission Shopping Center.”
@ /ON Ohta Shopping Center will make all-out efforts toward

For the invigoration of local economies

@ /ON Ohta Shopping Center’s store
composition: one-third each for local

shops, national brands, and newcomers.
This is the benchmark for A£ON stores. At
FAEON Ohta Shopping Center, which comprises
the JUSCO store and over 130 boutiques and
specialty shops, about 30% of tenants are
based in the northern Kanto region (Gunma,
Ibaraki, and Tochigi prefectures), but about
60% of them where branching out into Gunma

/ Prefecture for the first time. It is our sincere

hope that the Shopping Center will be able to
help vitalize the local economy.

@ The establishment of £ON Ohta Shopping Center
seems just like the emergence of a new town, drawing
some one million people each month.

on its payrolls, including part- tlmers and tem-
porary workers. Of those, some 1,800 peo-
ple, or 75% of the total, were hired locally.

In preparation for the opening of the shopping center, we had
many monthly meetings to explain and consider our store plans
with local ward headmen and municipal officials. We explained
our construction plans, but we also listened to requests from
our potential customers. Based on this, ZON Ohta Shopping
Center was designed as an inner-city shopping mall with func-
tions of a highly public nature. The balancing reservoir on the
store premises was made into a biotope, an idea suggested at
one of these meetings. Ducks have taken up residence on the
pond, and some have already hatched ducklings. | enjoy watch-
ing them during my breaks. The Shopping Center Hall was a
venue for taxpayers filing final tax returns for calendar 2003.
Our store may be the first to have played that role in Japan. Not
only did that please the taxpayers, but the Tax Office seems to
have found it very beneficial, because it saved them the cost of

For the community with local people,
beginning with tiny steps

preparing another place for that purpose and hiring extra hands
to help taxpayers. We are also getting very favorable customer
comments on the day nursery and the room for breastfeeding
and diaper changing set up on the ladies wear floor of JUSCO.
The other day, one customer told me that a young man living in
Tokyo who had been reluctant to come home to his hometown
so frequently called his parents to tell them he might consid-
er coming back just to see our new shopping center.

A shopping mall has the potential to alter the lifestyle
of a local community. | hope £ON Ohta Shopping Center
will prove worthy of such a role. At the same time, | am
determined to continue trying new things, however small
they might be, so that the Shopping Center can contribute
to the local community by going beyond just being a place
to shop.
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_§ement system, a commercial farmer reports
choy via a mobile phone. (Fukuoka Prefecture)

How AON Provides Quality Goods and Services

For these years people expect and demand safety and quality in the products they buy as never before.
With regard to our TOPVALU private-brand products and all other goods and services we offer,
/EON adopts the following criteria for trading: to be faithful and to please both customers and society in general.

18

Efforts on Private-Brand Products

Our Private-Brand Products are created by the voice of customers needs
and are developed by £0N’s Commitment to Quality and Value.

0000000000000 00000000000000000000

ZON is committed to safety,
assurance, and good faith.

0000000000000 00000000000000000000

@TOPVALU, unique Private Brand by AON

TOPVALU, A£ON’s private brand (PB)
products are developed based on cus-
tomers’ need such as safety in all the

TOPVALU

TOPVALU Products necessary for daily life with reassuring quality
and reasonable prices, such as clothing, food, and household goods
|

sectors of food, clothing, and home fur- HIETFTE 29-2 710 SELECT

nishing. Currently TOPVALU products
comprise some 1,700 items under four
sub-brands, which cover a full assort-
ment of basic items, and also include
three subsidiary brands. All the TOPVA-
LU products are produced in compliance
with A£ON’s “Five Commitments to Our
Customers,” with thorough and stringent
control in order to satisfy our customers
in terms of not only product quality and
price, but also health safety and environ-
ment conservation.

[Five TOPVALU Commitments]

Lot

Kyokan Sengen An ecological brand with Green Eye Agricultural, fishery and livestock products grown  Select A special high-quality brand selected with emphasis
products made from recycled resources naturally and processed food that use them as ingredients placed on good taste, quality materials, and desirable functions

Reflecting the opinions of customers in products
We carefully examine the opinions and functionality of products by inviting customers to be our monitors.

Offering reassuring products with consideration for safety and the environment
We reduce the use of food additives and use raw materials and packaging with less environmental impact.

Presenting necessary information in an easy-to-understand format
We clearly indicate information on nutrition and genetically modified ingredients.

Providing products at reasonable prices
We offer product prices that are more affordable than those of national brands.

w b~ WD

Guaranteeing customer satisfaction
We will give a refund or exchange the product if the customer is not satisfied.

1. Example: £ON's special efforts in livestock products
In 2003 BSE and avian influenza caused
serious concern in Japan and elsewhere.
Amidst such fears, A£AON'’s consistent
and continuous efforts to maximize safe-
ty and assurance for all the livestock
products we sell were highly appreciated
by our customers and every quarter of
society. TOPVALU Green Eye’s Tasmania

Beef is raised on a ranch run by Feed Lot
Inc. (Australia) which is owned by AON,
under thorough hygienic management
and stringent quality inspection. Beef cat-
tle that are raised on natural grain feed
free of meat-and-bone meal, transgenic
feed, antibiotics, and growth hormone,
adhering to the principles of “natural and
high quality,” and above all “assurance of

health safety,” to provide the tasty and
sanitary beef that Japanese consumers
want. £ON'’s consistent diligence for
more than two decades is very well
known to a broad range of customers as
proof of AEON'’s basic stance toward
health safety and providing a sense of
assurance when it comes to food.

Farm products, of which | am in charge, are produced by indi-
vidual farmers, rather than large-scale farming enterprises. But
even with the personal care given by farmers to ensure safety,
there are factors beyond the control of individual farmers.
Therefore, £ON cannot be satisfied with only trace checking. To
earn customers’ continuing confidence in our products, we
must go further. One step in that direction is our support for our
vision of next-generation agriculture, a holistic approach with
consideration for the local farm community, a vision shared by
the people of those communities. With agriculture as the core
of the rural economy, the community as a whole must properly
support the assurance of safety of its products and earn a repu-
tation for the community as one whose products can be trus-
ted, a sort of brand identity for the community. This commit-
ment to quality and safety on a community level is the main

%,,

| want to support next-generation agriculture by
offering healthful and exceptionally delicious produce.

point of next-generation agriculture.

Public awareness of TOPVALU has been rising substantially.
Nevertheless, since Green Eye is our TOPVALU food line, we
must maintain a reputation for fine taste and wholesome ingre-
dients with the Green Eye brand. Also, because the sense of as-
surance provided by /EON is based on preventing trouble rather
than reacting to it, one immediate task for us is to get people to
appreciate that Green Eye products really are better. If our prod-
uct quality is high in terms of fine taste and serious commit-
ment to safety, and our prices are competitive because of a
smaller advertising budget, that is a valuable contribution
to society. We hope that people will remember to look
past the intensive flashy advertising of our competitors and
choose intelligently.
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Efforts on Private-Brand Products

With Respect for People’s Wisdom and Wishes,
We Deliver the Blessings of Nature.

2. Example: £ON's special efforts on farm products
Organic farming produces crops that are more
delicious and richer in nutrients, placing less
load on the global environment, than does
what has become known as “modern farming,”
which has been developed to only maximize
profit. This is the first guiding principle for TOP-
VALU Green Eye.

As of April 2004 there are about 3,500 fam-
ily farms in Japan that supply the bounties of
nature to AEON. In order to maintain the maxi-
mum level of health safety with food products
from so many small farms scattered around the
country, ££ON has introduced two programs for
farm producers: One is £ON'’s Quality-Control
Standards for Agricultural Production, which is

aimed at minimizing health hazards related to
fresh fruits and vegetables. The other is the
Agricultural-Produce Data-Management Sys-
tem, whose easy input procedures and low
running cost allow easy participation, opera-
tion, and maintenance with the system for
farmers. This system allows farmers to input
into and transmit to the system information on
the use of farm chemicals and fertilizers as
well as growth reports via a personal computer,
cellular phone, or facsimile. And ON staff
and customers are able to access information
stored in the system at a service counter or at
a customer’s home. Furthermore, in order to
assure the transparency and credibility of
these mechanisms as a whole, £ON has

these programs audited by third party.

For the future, £ON hopes to provide infor-
mation on health safety and assurance that will
include not only product information but also
such things as recipes.

| believe it is time to pursue not only

safety of farm products but fine taste as well.

3. Efforts in labeling and packaging
For the labeling of genetic modifications and
allergens in materials for food products, as
well, ZON carries out active voluntary inspec-
tions and disclosure of relevant information.
£EON has practiced full disclosure of infor-
mation on genetically modified materials for
food products since 1999, in advance of the
enforcement in 2001 of the labeling require-
ments stipulated in an amendment of the JAS
Law. Currently, all TOPVALU
products subject to the re-
quirements bear the highly |
visible mark for genetically
modified foods on the pack-
ages, and details on ingre-
dients are described in a distinctive space sep-
arate from the general statutory labeling.

For foodstuffs that may contain allergens,
random inspections are carried out on all the
products subject to the relevant information-
disclosure requirements. For products to be
launched later, as well, a system to make it
mandatory for them to be subject to presale in-

spections has been established at £ON. Also,
for labeling of allergens, information on not
only the five types of foodstuffs, inclusive of
wheat and buckwheat, that are subject to the
labeling requirement, but also all the other 19
types of foodstuffs, including prawns/shrimp,
soybeans and gelatin, for which labeling is rec-
ommended, is described in a dedicated label-
ing space on the package in a readily under-
standable manner.

For packaging, we never use polyvinyl
chloride, a source of dioxin, and starting with
the current fiscal year, biodegradable poly
bags* made from sweet potato- and corn-
based raw materials have been introduced as
FEON’s new approach to reducing environmen-
tal load caused by product packaging. Also,
with the heavy use of returnable containers that
see repeated service as intermodal packaging
from harvesting through display in the stores,
FAEON makes strenuous efforts to reduce gen-
eration of waste by curtailing packaging itself.

*At first glance, it looks like a transpar-
ent poly bag, while this biodegrad-
able package can be disposed of in
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the same way as ordinary trash, and
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Information on allergens

Information on genetically modified ingredients

AON Labeling and Quality-Control Systems

Integration of the labeling and
quality-control systems into the business process

l l

Strengthening of Support from outside
in-house systems organizations and personnel

Establishment of quality-control and
labeling systems for the £0N Group

1. Holding quality-control and
labeling meetings for the
/EON Group

3. Establishing a Quality-Control
Department

2. Setting up special commit-
tees

4, Studying food-safety man-
agement and labeling practi-
ces of leading companies

'

Guidance and inspection by international certification organizations

© Before, | was only concemned with the recommended use-by dates printed on

High-school homemaking class discusses
TOPVALU Green Eye

© | couldn't believe that food products can be a health hazard by eating, as we

As the successor of an agricultural operation continued
from the Edo era over more than ten generations, | feel
a special responsibility in running this business. With a
farm family of four (my parents, my wife, and myself),
we grow carrots in winter, watermelons in summer, and
tomatoes in the fall. Previously, | did not know where
our products ended up, but when | joined TOPVALU
Green Eye through JA (the Japan Agricultural Cooper-
ative) | became highly motivated, knowing that my
products were being sold in £ON produce sections. It
is a matter of course for producers of any commodity
that goes into people’s mouths to be conscious of the
health safety of the food we supply. | believe the time
is ripe for us to pursue good taste of farm products as

well as safety.

We often hear that children don't want to eat their
vegetables, but | believe that most of them have never
tasted the real thing: truly delicious, organically grown,
farm-fresh vegetables. For this purpose, we have laun-
ched a pilot program of dietary education at local pri-
mary schools. When they learn about the importance
of farm products, they stop throwing empty cans into
cultivated fields. This and other changes in the child-
rens' consciousness and behavior are encouraging to
us. Agriculture that provides delicious food will ensure
the future of the farming business. With that kind of en-
couragement, | am happy to run our farm business as
a supplier for £ON.

the packages when buying food products. From now on | will also look for the
Eco-mark and the farm chemical-free labeling on the package. (Ms. Azusa
Sugata)

© My awareness of farm products has been changed. For us to think of the envir-
onment means to think of farm products, and vice versa. (Mr. Hayato Eto)

© | have often seen TOPVALU products, and now | am more interested in them
since | have been told about them in today's class. | leamed that besides taste,
health safety is essential in food products. (Mr. Makoto lijima)

© Regarding food products | have felt that, it is essential for their vendors to be at-
tentive above all to the interest of the consumers of those products, rather than
only focusing on their corporate profit. In this regard, | feel a special respect for
the ZON people who took the time to come here and talk about dietary prod-
ucts in our class. Frankly, the £ON people convinced me that they truly make
special efforts. (Ms. Yuki Nagai)

must eat to live. It is inexcusable to produce such harmful food stuffs. (Mr. To-
monari Amari)
© I have well understood the adherence of Green Eye to, and £ON's efforts on,
environmental conservation. Specifically, | have been impressed with the topic
of the biodegradable poly bags made from sweet potatoes, which are reduced
to nutrients in soil. It was indeed informative and challenging for us to think
about agriculture, food, the environment, and our future. (Ms. Kanae Sakamoto)
© | often go shopping at the nearby £ON (JUSCO) store, while | didn't know at all
that they are making such strenuous efforts that we leamed about in the class to
assure the health safety of food.
(Mr. Hirotaka Matsunuma)

O I have been inspired to live in a

rural area and grow vegetables

myself. (Ms. Kaori Ito)
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New Interface between the Sales Front and Social Contributions

Working to Link Practices of Product Selection and
Use with Social Contributions.

32 e

We have launched a program of
recovery and recycling of clothes

SELFOSERVICE
OIS

SELF+SERVICE is the ecology-shop chain run
by ZON, which offers the customer “a joyful
sense of being a smart dresser, while helping
to protect the environment.” During the current
fiscal year, ten additional SELF+SERVICE
shops opened in JUSCO stores, bringing the
total to 34. In FY2003 a new recycling system
was launched in the SELF+SERVICE shops.

The recycling system is aimed at reducing
clothing waste, which has been seen as a chal-
lenge for the apparel industry. When an item
bearing the “Ecomate” mark*' sold at a
SELF+SERVICE shop will no longer be used, it
can be turned in at any SELF+SERVICE shop.
With the recycling system (a tripartite collabor-
ation among AON, used-clothing recyclers
and our customers who wish to become active
in reducing clothing waste, which amounts to 1
million tons annually), we are trying to do as
much as possible by creating a chain for re-
source recycling.

By working with Nakano Inc., the leading
used-clothing recycler in Japan, we have been
able to create a system with capacity to handle a
substantial amount of clothing waste recovered

at the SELF+SER-

- VICE shops. During
..\i

rr,-‘,' the period from
o F— “Recycling  Day”
oy (October 20* of last

Hﬂt year), when the re-

cycling system was
launched, to the
end of the fiscal
year (February 20,
2004), some 3,000

articles of clothing were recovered. In order to in-
crease the amount recovered, SELF+SERVICE
plans to expand the volume of clothing waste in-
cluded in the recycling system by including cloth-
ing and textile goods not bearing the Ecomate
mark.

Notably, for polyester-based products among
the recovered items, AON is considering devel-
oping new products from the recycled raw mate-
rials by capitalizing on the proprietary chemical
recycling technology*® owned by Teijin Fiber
Inc. Furthermore, in the spring of this year
FEON is starting a new partnership with Fair
Trade Company, Inc., which deals in Fair Trade
commodities using organic cotton and natural
dyes. But we want to go beyond selling clothing
made from recycled materials and clothing
made from new materials designed to be re-

SELFQSERVICE Recycling System

cyclable, and actually be a forum in which cus-
tomers can participate and thereby contribute
to society. This kind of customer involvement is
the objective of SELF+SERVICE.

ECOMAT3

*IThe “Ecomate” mark is attached to a product certified by
the Japan Apparel Industry Council as “a commodity adopt-
ing design conducive to recycling”

*2The numerical expression of October 20 (10/20) connotes
“one cycle” and “two cycles!

*With the use of the proprietary Teijin chemical recycling
technology, various raw materials can be obtained from re-
covered textile products. Therefore, this technology contri-
butes to reduction of oil consumption.

R— |-

Customers have provided
business opportunities for us

@Fair Trade coffee

“There is a consumer movement named
Fair Trade. How about developing £ON'’s
storefront into a place where many more
people can freely participate in interna-
tional contribution activities by capitaliz-
ing on the Fair Trade campaign?” This
suggestion was contributed to the /ON
21 Campaign (see page 26).

“Fair trade” means such activities as
purchasing goods and raw materials on a
continual basis from socially and eco-
nomically disadvantaged areas at prices
appropriate for the labor input, thus en-
couraging self-support of producers in
these areas. In the U.S. and Europe,

Members of Linton Organic Coffee Producers Group, Indonesia.

many business enterprises are commit-
ted to fair-trade practices.

As a result of field studies of the sup-
port mechanism and local producing
areas, through cooperation with UniCafe
Co., Ltd., we have been able to put two
types of Fair Trade coffee (powder) from
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An Indonesian newspaper reported, “A company named £ON came
from Japan for an inspection tour.”

Indonesia in ££ON stores since Septem-
ber 2008. Later, partly because the prod-
uct was reported on by the mass media,
we received from all over the country nu-
merous inquiries about Fair Trade coffee.
Currently, Fair Trade coffee is also avail-
able from the /£ON online shop.

UniCafe Co., Ltd. uses raw materials accredited by “TransFair," an
international NPO. Fair Trade coffee bears the accreditation mark of
the NPO (see photo above.)

We received a letter written in Japanese from a local producer, say-
ing: “l am hopeful to deepen our partnership.”

Development of high-quality products is conducted taking
into account the reuse or recycling of raw materials.

Commodity
. v Development

(]
Recydling of Goods

Recovered products are used
in the manufacture of recy-
cled products and contribute
to effective use of resources.

Sale of Goods

Products bearing the Ecomate
mark are sold in the store.

Recovery of Goods

A collection box is placed at the storefront to recover
used clothing products bearing the Ecomate mark.

This is an activity that we absolutely wish to continue,
regardless of how difficult it may be.
A suggestion from a customer to the /EON 21 Campaign trig- could help improve the lives of local producers. We were able to
gered our commitment to Fair Trade coffee. We thought that we launch the Fair Trade coffee through collaboration with NGO staffs
understood the concept of Fair Trade, but as we actually tackled and coffee roasters, and now we believe that a long-term continu-
fair-trade practice, we became aware of its profound dimensions. ous commitment is the most important thing for this activity. We
We are asked not only to help local producers through the pur- are proud of these very constructive activities that answer the cus-
chase of coffee beans, but also to develop those coffee beans to tomers’ voices expecting /£ON to respond to and at the same time
a product that would provide value to customers. Also, we be- contribute to bettering the lives of those local producers and their
come responsible for communicating requests of families. We hope to expand our fair-trade prac-
Japanese customers to local producers and for tice over other product lines. (Nakaya)
explaining to our customers that their purchases L=
o J
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Establishment and Promotion of the AON Supplier CoC (Code of Conduct)

/EON Accepts Accountability,

All the Way Down to the Manufacturing Processes

H

Purpose for introducing the CoC

In recent years, sophisticated communication
vehicles, notably the Internet, have evolved,
and global civil society has matured quite a
bit. Today, the behavior of a multinational cor-
poration can have a decisive influence on the
lives of working people, on communities, and
on stakeholders. All goods sold by AON to
customers are required to be safe and of high
quality. In the years ahead AEON will have to
be accountable for those products, all the way
down to how they are produced.

In this regard, we believe we must assume
social accountability. We must be able to ex-
plain to our customers, at any time, not only
that a particular product is reasonably priced
and of good quality, but also that the factory

turning out the product runs its manufacturing
operations in compliance with the relevant
state and local laws and regulations govern-
ing workers’” human rights, the workplace en-
vironment, labor standards, and the environ-
mental requirements. In other words, ££ON
assumes responsibility not only for quality
control but also for the whole manufacturing
process. To begin with, we have requested
our contracted manufacturers of AON’s pri-
vate brand TOPVALU products to comply with
the ZEON Supplier CoC.

The AON Supplier CoC by no means
asks that they meet some special require-
ments. Rather, it basically requests our suppli-
ers to observe the relevant state and local
laws and regulations.

The A£ON Supplier CoC aims to assure
workers producing A£ON products that their
human rights will be respected, that they will
be assured of appropriate wages, safe and
hygienic working environments, and environ-
mentally friendly factories. The CoC further
aims to help maintain high quality of AON
goods, circumvent unforeseeable risks to both
FEON and our business partners, and thus af-
ford AEON smooth global sourcing of our mer-
chandise.

Plants to Which 0N Has Commissioned Manufacturing
(about 250 plants in 24 countries throughout the world)

@Some developments
In May 2003 A£ON held explanatory meetings
inviting some 400 contracted manufacturers
of TOPVALU products, and we obtained their
signed declaration assuring their observance
of the AEON Supplier CoC, with confirmation
from their manufacturing subcontractors. In
July briefing sessions were held in Shenzhen,
Shanghai, and Qingdao (China), and Bang-
kok (Thailand), inviting representatives of
manufacturing contractors of TOPVALU prod-
ucts, and they were requested to understand
the objectives of the A£ON Supplier CoC and
to observe its rules. Starting last September,
we have been sending via the Internet ad-
vance questionnaires on the CoC to our con-
tracted overseas factories and obtaining their
answers. Our evaluations based on those an-
swers are presented to our business partners
and contracted factories. With these efforts,
we have helped individual factories determine
where they fell short in compliance. And, now
we have launched auditing activities by both
FEON itself and by accredited auditors.

In the months ahead, we are also planning
auditing activities for our contracted manufac-
turers in Japan.
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Requirements of the ZON Supplier CoC (Code of Conduct)

Suppliers are requested to comply with statutory standards of social responsibility enacted in the
countries where they run manufacturing and sourcing operations.

Observe Laws and Regulations ~ Comply with Laws and Regulations of Relevant Countries

© ® N ;e s

IS

11. Business dealings - - - - - Suppliers are asked to observe the laws and regulations governing business dealings.
12. Certification, auditing and monitoring - - - Suppliers are asked to receive certiication, auditing, and monitoring under the £ON Supplier CoC.
13. Prohibition of gift giving -+« « =+« -+ - -+ Gift giving between £ON employees and our suppliers is prohibited.

Child [abor- -+« + -+ e e eeeeeee
Forced labor -« <+ v v vemmeernneerieeee

-------------------- lllegal child labor is prohibited.
------- Forced, prison, or restricted labor is prohibited.
Occupational safety, hygiene, and health <+« -+« veeve- A safe and healthy workplace must be provided.
Freedom of association and the right of collective bargaining - - - - - - - - - Employees' rights must be respected.
Discrimination - - Employers must not discriminate against employees on the basis of religious belief or birth attributes, such as race.
DiSCIpliNg « ++ v v veeevneeeeeeia Employers must not impose harsh discipline on their employees.
Working hours =+« ==+ s v eeeeeenneeenneennnns Laws and regulations on working hours must be observed.
Wages and benefit packages -« --- - - Laws and regulations on wages and benefit packages must be observed.
Management responsibility - - - - - - - Suppliers are asked to sign a declaration promising to observe the £ON Supplier CoC.

. The environment - - - - - - Suppliers are asked to engage in prevention and control of environmental contamination and destruction.

@Auditing and monitoring systems

Efforts and improvements at the suppli-
ers site that have been carried out to
comply with respective requirements
stipulated in the CoC must be properly
confirmed by some verification mecha-
nism.

The AEON Supplier CoC not only
presents requirements for suppliers but
also asks both AEON and our suppliers to
carry out auditing and monitoring pro-
grams in order to help contracted manu-

facturers of AEON products observe the
AEON Supplier CoC by identifying prob-
lems to be rectified and providing appro-
priate advice and instructions.
@O0bjectives

/EON and our business partners make
unified efforts to help the contracted
manufacturers of “TOPVALU” products
observe their workers’ human rights and
to improve the work environments in their
factories, working conditions, and their
environmental-conservation practices to

a degree such that both A£AON and our
suppliers will fulfill their social responsi-
bilities in these areas. And, through these
efforts, AZON provides “health safety, as-
surance, and integrity” for our customers
with regard to purchasing and using
FAEON products.

Shipping work of green asparagus sold by £ON

Workers at Swift Co,, Ltd.

to /EON.

We received a written message from Swift Co., Ltd., Thailand
regarding the AZON Supplier CoC.
The mission set out by £ON to audit their suppliers and vendors on “CoC" greatly impressed all of us at
Swift Co., Ltd. The audit is very thorough and professional.

The corporate policy of /0N, the mission, and the auditing have created direction and awareness,
not only on human rights and working environment, but also on fair treatment to all as well as other

the leaders in the corporate world, £ON has a great impact through its call for ethical business practices.

ethical and environmental safe-guarding practices of the business entities that supply goods and services

The policy will directly and indirectly create a gentler and better world that we are live in. As one of
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AEON Activities Developed Solely from Customers’ Viewpoints

Suggestions Delivered by

Customers Constitute Valuable Driving Energy for ZON.

El H3

Customers envision an ideal /£ON

/ON 21 Campaign

As “Customer First” is the main pillar of our
management concept, £AON wishes to
think and act together with our customers
at all times to create “a future of limitless
promise” To achieve this objective, we
launched the “AEON 21 Campaign” to in-
vite customers and /EON employees to
make suggestions. The campaign was ini-
tiated in 2001 when JUSCO was renamed
FAEON. The third round of the campaign be-
gan in 2003.

The campaign theme for the third

round was: “l would be very happy if | had
such and such stores, services, and goods
available. | would be very happy if | had
such and such an AON. Suggestions
from customers totaled 23,644, and there
were 120,685 suggestions from /£ON em-
ployees. Specifically, more than double the
number of customers’ suggestions were
received than in the second round of the
campaign, and we fully realized again cus-
tomers’ keen interest in A£EON activities.
Their ideas so far offered have been
successively implemented as innovative
FAEON businesses, which include Food Ar-
tisan, and the “Appointment of a customer
as deputy store manager’ scheme (see
page 12). It is our important mission above

all for A£ON to help enrich customers’ daily
lives. A£ON will continue seriously heeding
customers’ opinions and promoting efforts
to make AON something customers
would see as ideal.
@Food Artisan
Tying in with local food producers who
maintain traditional taste, A£EON puts
country dishes and local delicacies in our
showcases, thus helping these produ-
cers maintain the excellent local dietary
cultures. Some customers suggested this
in the first round of the AON 21 Cam-
paign, and the activities of Food Artisan
are true to the spirit of that request. As of
January 6, 2004, a total of 172 items
have cleared ££ON’s stringent screening.
Choice products under Food Artisan, in-
cluding miso soybean paste, soy sauce,
fermented soybeans, and alimentary
yam paste, delight many customers.
Furthermore, the Food Artisan activi-
ties are highly appreciated by the Coor-
dinating Committee for Local Food Certif-
ication Standards sponsored by the
General Dietary Bureau of the Ministry of
Agriculture, Forestry and Fisheries. As a
result, the leader of the Food Artisan
Secretariat has been appointed as a
member of the Coordinating Committee
and assumes an active role. Of course,

ny

we intend to further expand the Food Ar-
tisan activities to contribute to further de-
velopment of local economies.
@Try-On-at-Home Service

In May 2003 our “Try-On-at-Home Ser-
vice” was introduced at seven JUSCO
stores on a trial basis. This allows aged
and/or physically disabled customers to

try on clothes in the comfort and privacy
of their own homes. This service is also
an implementation of customers’ sugges-
tions presented to the /EON 21 Cam-
paign. For the future, £AON plans to
strengthen publicity of this service, going

through local social-welfare organizations
and volunteer groups to create an envir-
onment conducive to inviting many more
customers to take advantage of this
unique service.

@Day nurseries

In response to many mothers’ requests
saying, “On occasion, | want to enjoy
shopping at my leisure, liberated from
care for children,” some AON stores
have set up day nurseries. As of March
2003, 29 AON stores have such nurser-
ies in operation.

CS All-Stars

FEON's “CS All-Stars” are elected based
on nomination by £AON employees and
praise from customers. CS All-Star is a
title given to AZON employees who best
practiced “Customer First” and in
FY2003 a total of 1,948 employees
were recog- —
nized by this
title.

Enhancement of Net (online) Shopping

The Web site aeonshop.com, which en-
joys among the highest levels of traffic
among mail-order Web sites, has been
redesigned for easier use. New content
is placed in a section providing detailed
information on the goods advertised in
TV commercials. And there is an inter-

active ques- Wb ARt ]
tion & an- | . = -
swer function [ SREmf o ae  “o
to further im- :—: 7 e
prove user | ses= 0T 7w

friendliness
of the Web | sl o e |
site.

Even in Shimonita, which is called the genuine-yam-paste-producing
area, in the manufacture of yam paste mechanization has become
predominant, and we are now the only producer of handmade yam
paste as far as | know. Yam-paste manufacturing, which represents Ja-
pan's unique dietary culture, is in a critical situation, indeed. “Mother's
recipes” please us, because dishes cooked with loving care provide
taste unique to your family. Even if you have absolute confidence in
the ingredients you have selected, it is very difficult for you to com-
municate this difference attributable to the personal touch in cooking
to other people. In this regard, if a major supermarket chain picks up
our product through its Food Artisan activities and likes it, it is @ much
more persuasive endorsement for consumers than if | go around say-
ing, "My handmade yam paste is delicious.” In fact, since we have

| Am Hopeful to Communicate Japanese
Dietary Culture to People of All Ages

been supplying our products to £ON, the
numbers of inquiries about our yam paste
have increased sharply. In the hand-
made-yam-paste class sponsored by our
craft center, | have met some 1,500 par-
ticipants spanning a broad range of age
groups over the past three years. | believe it
is my mission to pass on the history and culture
of yam paste to these people. Consumers' judgments of the appro-
priateness of pricing certainly varies when they know the true value of
yam paste. It pleases me most when customers come again to our
craft center, saying: “l want to eat yam paste again.”

It seems one of our important services is
to sometimes raise an
5 c c 0 .
objection against a customer’s choice

Receiving a customer by putting ourselves in the cus- the case of running shoes in particular, a wrong size
tomer's position is one of the basics for us. At least may damage his/her feet.
we have the Customer Reception manual, but it lays Such honest service impressed a customer whom
down only the basic principle of “Customer First," | had gotten to know at our Hadano store, in Kanaga-
and in actual service for customers, the sense of the wa Prefecture, who took the trouble to visit me at an
individual salesperson is regarded as important. /EON Narita store in Chiba, where | had transferred.

In my case, | feel that the basic practice is to find He said he had dropped by, since he happened to
out what product is best suited for the customer and be in the neighborhood, but before coming he
recommend it. Therefore, if a customer selects a checked by telephone to see if | was there.
product saying, “This seems a little too big, but | | had never felt so great about the way | do my
guess I'll take it anyway,” | may protest, because in ~ job!

\_
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Promoting Adoption of Universal Design

Toward a Convenient and Comfortable £ON for All Customers [}

As AON hopes that each of our stores
can also be a better public space, we ac-
tively adopt the concept of universal de-
sign that “everyone can use with conve-
nience and comfort” To this end, it is
essential for us to pursue much funda-
mental “convenience and comfort,” which
include barrier-free store structure, our
basic attitude toward services, and the
skill levels of ZON employees. We will
accomplish these tasks by thinking and
learning together with our customers.

1. What can be done in stores, store facilities

Qi

O LR o

\
In FY2003 we acquired certification under the Heart
Building Law* at 36 /EON stores. Also, £ZON's own £ON
Heart Building Design Standards were formulated to
help develop store architecture in a sophisticated and at-
tentive manner.

*For the purpose of promoting construction of buildings
that will be friendly for the elderly and the physically

disabled, the Law also stipulates building standards. The
Law was enacted in 1994.

Trend of Heart Building Law Certified Facilities

274

36
Total no. of facilities 28
35
——No. of new facilities 203
192 1
42
150
29
121
40
81
40
4
26
15
1 1 1 1 1 2 2 2 2F
9 9 9 9 9 0 0 0 O
9 9 9 9 9 0 0 0 O
5 6 7 8 9 0 1 2 3

HThe photos on this page were taken at Diamond City Hana in Kyoto.
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Wheelchairs and shopping carts attachable to wheel-
chairs are provided.

The width of passageways and the height of service
counters are decided upon in consideration of custom-
ers in wheelchairs.

The priority elevator is another idea that came from a cus-
tomer’s suggestion, saying, “In the congested hours, shop-
pers in wheelchairs find it difficult to use the elevators.”

INFORMATION
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A courtesy telephone is provided in the entrance lobby
for the elderly and/or physically disabled to call for spe-
cial assistance if they need it.

Steps on floors are reduced to a minimum, and most of
the carpets are soft.

Parking spaces and pedestrian passageways for exclusive
use by users of wheelchairs are indicated with clear and
large signs.

2. What can be understood and recognized
@Action on the Law Concerning Assistance
Dogs for the Disabled

In October 2003 the Law Concerning As-
sistance Dogs for the Disabled went into
force. This law makes it mandatory for ev-
ery facility used by the general public to
accept guide dogs and other assistance
dogs for the disabled. At A£ON, since
September 2002, before that law went
into effect, we have initiated development
of an environment to accommodate as-
sistance dogs at every AEON store. In
FY2003 we conducted at 37 AEON stores
the “Guide Dog Fostering Support Fund-
Raising Campaign” (started in 1989) and
“Let's Know More About Assistance Dogs
(Guide Dogs) for the Disabled Campaign”

(sponsored by the Na-
tional Federation of As-
sociations of Guide Dog
Fostering Facilities) in e

) el e e ¥ o
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support of activities to = .= =
accommodate custom- r@n =
ers’ guide dogs. Ee—=m"

The poster at right is for employ- i i |
ee education. 12' 1

Courtesy: Japan Assistance Dogs
Academy (an NPO) )
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Enlightenment poster from the Ministry of Health, Labor and
Welfare
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3. What everyone can do

@Support by £0N employees

At /EON Ohta Shopping Center (see
page 16), opened in December 2003, all
staffers who serve at the information
counters attended sign-language clas-
ses. At other EON stores, many employ-
ees have learned about such things as
the handling of wheelchairs and proper
techniques for assisting visually impaired
customers, to improve their skills in sup-
port of the elderly, the disabled, and as-
sistance dogs.

Parking spaces for the physically
disabled must be reserved for that purpose.

Our shopping center provides, at a site near the store the disabled” This campaign run by our shopping cen-
entrance, parking spaces for 20 cars for exclusive use ter is aimed at supporting the activities of Mr. Yukiya
by the physically disabled. Sometimes these parking Watanabe from Oga City to raise awareness of re-
spaces are occupied by cars of ordinary visitors, and served parking for the disabled. Through this cam-
therefore are not available for their designated pur- paign, we aim to create a forum where customers in
pose. This is because ordinary customers are yet to wheelchairs personally contact ordinary customers and
understand how much space is required for customers emphasize the importance of the reserved parking
in wheelchairs to get in and out of their vehicles, or spaces.
the extent of their difficulties in doing so. While being Specifically, our shopping center will provide places
aware of the parking spaces reserved for the disabled, for campaign events and support Mr. Watanabe's activ-
these careless customers park without particular con- ities in various ways. | am hopeful that when mutual
cern, saying: “No problem for just a few hours!" understanding between the disabled and ordinary cus-

Accordingly, we have decided to launch this year a tomers makes progress, effective use of our parking
campaign, titled “I will not park in spaces reserved for spaces for the disabled will be achieved.

N
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Development of Communities through Tree-Planting Activities

In FY2003 We Planted a Total of 310,000 Saplings in 60 Locations.

Let's Plant Many More Trees.

O, .

/EON nurtures dreams for the future and
our feelings for the local community

@ /ZON Hometown Forests Program

AEON has been continuing tree planting
activities for years, in which we plant, to-
gether with our customers, a large num-
ber of saplings, mostly at the sites of
FAEON shopping centers. This program is
aimed at making our new shopping cen-

FAEON Hometown Forests Program Map (as of February 20, 2004)

100,000 10,000
trees 4 trees
Overseas: Thailand, Malaysia, China
301,214
Hokkaido area
163,930

444
L

Tohoku area

ters rich in greenery, to provide attractive
and pleasant public space around our
stores for the local community. Regarding
selection of tree species and other as-
pects of tree planting, we have asked for
the guidance of Professor Emeritus Akira
Miyawaki, Yokohama National University,
and in accordance with his instructions,
we have adopted a policy of planting sev-
eral dozen tree species indigenous to the
locality all together to let them vie with one
another in growing.

The tree-planting program is being
carried out at AEON stores not only in Ja-
pan but also overseas. Our first tree-
planting project started in 1991 at our
Malacca store of Jaya JUSCO Stores,
Malaysia and our distribution centers. To
date, we have planted some 4,890,000
trees at 411 sites. These days we are of-

start?” Also, around Green Week in late
April every year, we hold our Tree Grow-
ing Festival at AAON stores nationwide
together with local volunteers, which helps
assure the healthy growth of planted sap-
lings, as the volunteers help us prune and
weed. In FY2003 events of the Festival
were held at 125 locations nationwide,
and everywhere many volunteers enjoyed
doing some gardening for the benefit of
the community.

Besides these events, £ON places
strong emphasis on environmental-
conservation activities in various forms
and in diverse local areas, through tree-
planting and reforestation efforts. (See
page 40 of this report and the pages of
the £EON Web site mentioned below.)
For the future, we are planning to con-
tribute to tree-planting and environ-

Hokurku area 1237 ten asked by tree-planting volunteers mental-conservation activities based on
327,263 during construction of new AON stores, a broad outlook, not limited to AEON
4 'Y @ . N
9 'When does your tree-planting event stores and facilities.
Chugok Kansai area Kanto area
32;%?30“ ared 479733 557334 Cumulative Total of Trees Planted
’ Chubu area 1997 2,242,997
44 s 128214 ﬂ s 1998 2,778,163
ggsm. e :: 1999 3,288,774
Inawa area
453151 s Pas 2000 4,026,180
Shikoku area 4 2001 4,257,126
Y 148,043 2002 4,573,743
444 2003 4,887,729
P —

© Frankly speaking, since | was in charge of sales pro-
motion, at first | simply saw £ON Hometown For-
ests Program as one of the events to pull in more
customers in connection with the environment.

We will share and nurture the pleasure of having planted trees with community people

O | enjoy working in my garden growing vegetables at
home, while the /EON tree-planting event, which is
conducted together with customers, provides an
atmosphere of store development together with

However, joining the event and actually seeing the
expressions on participants’ faces, | felt that it would
be a happy experience indeed to see the planted
trees growing day by day. Parents looked happy as
'l they saw the delight their children were taking in

f s the event, and in such an atmosphere | myself felt
good. And, | could envision how our store a dec-
ade later would be as firmly settled in the local
community as those trees would be and how |
could tell my children about this
experience. | await the chance to

local community people that is even more
pleasant for me. In the event, | assumed the
job of preparing saplings and handing them to
customers, who seemed to be studying the
corner where they would plant the trees. On
the occasion of our store opening, customers
had already planted their mementos, and it
was indeed a day to always remember.

Link between Z£ON and the Environment that Connects
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/EON Stores to Communities and the Earth

There are /£ON stores all over Japan, and they are important business bases for us.

do so.

At the same time, every £ON store serves as a major forum for us and the local people on what £ON can do

and how people can also get involved to help us do good things for the community and for the environment.
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Activities to Get Customers Involved with £ON

/ZON Day on the 11th of Every Month Provides an Occasion for Us.
We Seek Such Activities Every Day.

. - .

Getting further involved in the
community together with customers

@ A£ON Day
On the occasion of renaming our company
FAEON in August 2001, we proclaimed the 11th
of every month henceforth as ££ON Day.
Under the themes of “Ecology” and “Returning
Favors to Local Communities,” /EON carries
out, as a corporate constituent of the com-
munity, various activities together with cus-
tomers to contribute to society. Events of AON
Day include the “/£ON Happy Yellow Receipt
Campaign,” under which goods valued at an
amount equivalent to 1% of all customers’
purchases (according to their yellow receipts
deposited in a box) on the 11th of the month
are donated to volunteer organizations in the
local community, and “AEON Clean Road,” in
which volunteer AON employees do
sweeping in areas neighboring the store
premises. And, with Z£EON Day having been
held a number of times, it has become firmly
established in the local community. £ZON Day
is also positioned as a day for every A£AON
employee to think afresh about the spirit of
“Customer First” and remember to act ac-
cordingly.
@ A£ON Happy Yellow Receipt Campaign
The “EON Happy Yellow Receipt Campaign,”
held on A£ON Day (the 11th of every month),
is an activity to support, together with our
customers, volunteer organizations that en-
gage in activities contributing to society and
are deeply rooted in their local communities.
The campaign has been expanded to AON
stores throughout Japan.

Specifically, the campaign encourages
customers to deposit the yellow receipts issued
for their purchases on A£ON Day in a special

STEP1 STEP2

o

A customer receives a yellow The customer places the yellow receipt in
receipt from the cashier when box placed at the store. A separate box is al-
making a purchase on £ON lotted to each local volunteer organization,
Day. which bears descriptive text of the organiza-

tion's activity. The customer chooses the de-
sired organization's box from the cluster of
boxes and places the yellow receipt in it.

box for the campaign, which is placed within
the store premises, and then goods equivalent
in value to 1% of the total amount of the col-
lected yellow receipts are donated to local
volunteer organizations. By choosing goods
that serve the objectives of volunteer activities,
the campaign is intended to give something
back to the local community.

The sum total of the posted yellow receipts
in FY2003 amounted to 5.52 billion yen, and
55.21 million yen, or 1% of the total sum, worth
of goods was donated to 8,005 organizations.*

During the period between the inception of
the campaign in 2001 and February 2004, the
“AEON Happy Yellow Receipt Campaign” was
implemented at £ON Co., Ltd. and 13 other
/EON Group companies, and was able to
donate goods equivalent to 113.42 million yen
to 16,887 organizations (cumulative total).

For the future, too, AON will strengthen
ties with customers in local communities
through the “EON Happy Yellow Receipt

STEP3 STEP4

..... >
The sum total of the collected Goods equivalent in value to 1%
receipts is calculated for each of the sum total of the collected

volunteer organization. yellow receipts are donated to
each volunteer organization. If the
total sum amounts to 1 million
yen, ZAON donates goods worth

10,000 yen to the organization.

Campaign” and at the same time try to en-
hance AZON employees’ awareness of this and
other volunteer activities.

*Cumulative number of organizations for the first and
second half of the fiscal year

@New ties with the community

The “AEON Happy Yellow Receipt Campaign”
has been appreciated by members of the
recipient organizations, and at the same time
has further strengthened AZON’s ties with our
customers and the recipient organizations.
The campaign has served as a catalyst for
developing new ties between AEON and vol-
unteer organizations in the communities, in-
cluding participation of the recipient organi-
zations in our tree-planting activities and their
holding of bazaars in the A£ON store parking
areas to fund their charitable work. Placing
importance on these relationships, £ON will
continue these activities in cooperation with
the local communities.

-
Ms. Komatsu, Manager for JUSCO Gamagori Store (left)
presents a pack of paper tissues and trash bags worth
7,200 yen to Mr. Obata, Vice Principal of Shiotsu Primary School.

@ /ON Cleanup Activities

Under the “Clean & Green Activities” (volun-
teer cleanup activities by AZON employees),
FAEON has been continuing cleanup activities
for public facilities in parks and at rivers and
the surrounding areas of A£ON stores since
April 1991.

Since January 11, 2002, in parallel with
the “Clean & Green Activities,” “/EON Clean
Road Activities” have been conducted in
cooperation with the “Volunteer Support
Program™ run by the Ministry of Land, Infra-
structure and Transport. In the Clean Road
Activities, volunteer £ZON employees engage
in garbage collection on sidewalks and pe-
destrian  overpasses/underpasses and

cleanup of zones planted with trees adjacent
to national roads near AEON stores.

Some AON stores and establishments
participate in cleanup activities of the “Adopt a
Road Program” sponsored by municipalities.
Through these cleanup activities, £ZON ap-
peals again inside and outside the company
our basic corporate philosophy of “AEON
wants to assist in the development of the
local community and the enhancement of
living culture in partnership with people of the
local community” For the future, as well, in
keeping with our values as a corporation,
emphasizing “Everything we do, we do for
our Customers” we will further expand our
activities as a good corporate citizen.

Chugoku 15 locations ll(énllgcations

Shikoku 1 location

Kyushu 14 locations

Okinawa
11 locations

©The AON Clean Road Activities Are Conducted at 151 Locations

Hokkaido 9 locations

Tohoku 37 locations

Hokuriku
7 locations

Kanto 16 locations

Chubu
28 locations

* Volunteer Support Program cleaning areas are registered at
Regional Development Bureaus of the Ministry of Land, Infra-
structure and Transportation.

We capitalize on diverse support from businesses in child-care programs

is used for our public-relations activities.

Our center engages in charitable activities for children, which include offering them
opportunities for experiences in real life and to understand the world around them, helping
children develop the physical and intellectual abilities they will need, and participating in the
Mie Child LineX* Further, we have been running child-raising support programs, by taking
into consideration the current social situation. We are very grateful to corporate well-wishers
for their assistance, and copy paper donated by the “£ON Happy Yellow Receipt Campaign”

*This is a dedicated telephone help-line service that
accepts calls from anyone 18 years of age or younger.
Telephone counselors are young people in the age span
between senior high school students and the age of 25,

A scene of the “Training Camp for Fifth- and Sixth- Grade Primary-School
Students” held in August 2003, at Otaki Canyon Juvenile Tour Village. Cam-
pers try their hands at unfamiliar cooking tasks in an annual Cooking Com-
petition. Participants enjoyed the 4 days and 3 nights of camping, also par-
ticipating in sports and trying the “Test of Courage.”

who listen to anything from troubles to requests for
advice.
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AON Work-Study Programs for Customers

Laughing A Good Deal, Being Deeply Impressed and Learning
— These Experiences Foster Children’s Abilities

¢ Yy

For the children

@ ZON Junior Eco-Clubs

With the aim of providing our children, who
will lead the next generation, with opportun-
ities for learning about the environment, the
Ministry of the Environment has put forward
the “Junior Eco-Clubs” since 1995 to support
activities providing pupils with opportunities
to learn about the environment and practice
environmental protection in the local com-
munity. In agreement with the Ministry’s ini-
tiative, we have set up £ON “Junior Eco-
Clubs.” And the ££ON Group as a whole has
been actively promoting the activities of the
Junior Eco-Clubs. In FY2003 a total of 138
Clubs, with 3,314 pupils and 354 supporters,
conducted diverse activities using AEON
stores nationwide as their bases.

Activities of the Junior Eco-Clubs nationwide for each year are summarized in their “pinup newspapers,” and
one single Club is elected from each prefecture as its representative. In FY2003 four £ON Junior Eco-Clubs were
elected prefectural representatives and invited to the “Junior Eco- Clubs National Festival in Sendai” sponsored
by the Ministry of the Environment. They were Shimoda Store “Shi'imochan Club,” Z£ON Higashine Junior Eco-
Club, £ON Yasuoka Junior Eco-Club, and Z£ON Park Place Ohita
Store Junior Eco-Club.

Mr. Ejima, Mayor of Shimonoseki, encourages slightly nervous
members of Z£ON Yasuoka Junior Eco-Club.

‘.“HII *
-
Bl - -
I'...__ . {
: o + Pinup news-
J papers I1s-
= PR sued by the
i“" o | elected four
- /EON Junior
Eco-Clubs.

Studying Living Organisms in Rice Paddies
/EON JUSCO Tsuchizakiminato Store

On August 6 this activity was carried out in Sennan
Village, Akita Prefecture. Though it was a hot day (ex-
ceeding 30 degrees Celsius), the 46 young researchers
looked for frogs, fish, etc.

Bird Watching
Ryukyu JUSCO Co., Ltd. JUSCO Naha Store

On November 23, a bird-watching event was held in
cooperation with the Environment Conservation Sec-
tion, Naha City, and a total of 23 pupils and support
staff participated. With binoculars in hand, they wat-
ched birds at the Marsh for Aquatic Birds Center.

Tree Planting Activity at Mt. Udo
/EON JUSCO Shimizu Store

In the “Forest of £ON Junior Eco-Club,"” which was
planted last spring, replanting work was carried out to
replace dead saplings. Participants thoroughly enjoyed
a bit of nature.

Pupils’ Study of Ecology
MaxValu Hokkaido Co., Ltd.

During the spawning season for salmon, “salmon
watching” was held at the Kotonihassamu river. Many
pupils enjoyed their personal contacts with nature.

Gathering to Observe Nature in Akita
MaxValu Tohoku Co., Ltd.

For the purpose of letting pupils know more about
nature's wonders in Akita Prefecture, this gathering was
held in October in the midst of the fall season. They
enjoyed viewing autumn leaves and gathering acorns.

Cleanup Activities at Local Rivers
/EON Kyushu Co.,, Ltd., JUSCO Karatsu Store

Cleanup activities were held with the catchphrase “Let's
Clean up Tamashima River to Make It a River Where
Salmon Can Live." The activities went so far as to include
carefully picking up trash from the bottom of the river

Work-Study of Rice Planting and Harvesting
Five stores of £ON Kanto Company: JUSCO
Chiba New Town Store, JUSCO AON Narita
Store, JUSCO Narita Store, JUSCO Kamatori
Store, and JUSCO Takanekido Store

The work-study was cosponsored by £0N “Junior Eco-
Clubs” and the “Art of Agriculture Foundation with
Flowers and Greens.” A total of 32 pupils tried their
hands at harvesting black rice, a natural ancient rice
species.

Visit to Shinohro Power Station
/EON, JUSCO Tottori Store

Pupils visited the hydroelectric power plant and learned
about the processes for generating electricity by utiliz-
ing the flow of water. They also witnessed an experi-
ment with a carbon battery.

@"Five a Day” Campaign
In order to help consumers eat healthy
diets, ZON has been promoting the “Five
a Day” Campaign. This campaign for im-
proving the diet recommends that con-
sumers eat five servings of vegetables a
day (70 grams per serving) and 200
grams of fruits. As a part of the campaign,
/EON promotes activities of dietary edu-
cation, which include dietary classes for
primary-school pupils, a parent-and-child
“Harvesting Work-Study Tour,” and the
“Let's Do Five a Day” event, which pro-
vides cooking demonstrations with healthy
menus by dietitians at the storefront.

The dietary classes convey the impor-

@For enjoying taste
Sweets and drinks (Don't have too much!)

@For stronger bones and teeth
Dairy products (Full of calcium)

& & e _

-
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@For energy
Grains and staple foods (Carbohydrates are a
source of power and body temperature)

tance of a well-balanced diet to pupils
through interactive learning, and as of
March 2004, the classes were held at 19
locations nationwide. More than 1,000
pupils attended the classes. In the
“Harvesting Work-Study Tour,” participants
toured areas where fruits and vegetables
destined for £AON’s produce sections are
grown. They also experienced personal
contact with the farmers through their
participation in harvesting work. Nearly a
thousand parent-and-children teams go
on this work-study tour annually.

The cooking demonstrations of the
“Let’s Do Five a Day” event present heal-
thy menus focusing on vegetables.

@For building blood and muscles
Meat, fish, soy foods (Full of proteins;
they include amino acids that cannot be

created inside our bodies)

@For conditioning your body
Vegetables and fruits
(Eat in a balanced manner)

The Food Pyramid
(lllustrates the balance of food necessary for a healthy diet;
released by the U.S. Department of Agriculture in 1992)

In the “Harvesting Work-
Study Tour,” parents and
children together take up
the challenge of harvesting
cabbages and Japanese
radishes.

F =

A scene at an AON storefront on
the occasion of the “Let's Do Five a
Day" event.

In the dietary classes, a safe method for making salad (without the use
of a knife) was demonstrated, and participants found the locally har-
vested seasonal vegetables delicious.

We want the staff of our affiliate stores to be aware of the ad-
vantages of rice grown with reduced usage of agricultural
chemicals. To this end, Ministop Co., Ltd. has been holding the
“Visiting Tour to See Rice Cultivation with Reduced Use of Agri-
cultural Chemicals” annually, and now we are going into the
5th year of the tour.

In FY2002, as well, with the
help of our contracted rice
farmers, we were able to hold
five visiting tours. A visiting tour
is highly regarded by partici-
pants, as they can better appre-
ciate the toil and trouble of rice children.

| want to see the children, who will lead the
next generation, enjoy being in touch with nature.

proving the quality of rice.

*For details please see “Ministop Environmental and Social Report 2004" (p.20)

farmers through farm work such as rice planting and harvest-
ing. The rice growers welcome these visitors, saying, “Hearing
from the sales staff who sell our rice makes us feel good about
what we do." So the visiting tours, which deepen exchange be-
tween rice producers and rice marketers, contribute to im-

Furthermore, in principle, participants in the tour take
their children with them, because another purpose of
the tour is to expose children to the wonders of na-
ture. Starting this year, customers may also apply to join
the tours. Accordingly, we are hopeful to communicate
the importance of learning from nature to many more

j\}
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Environmental Conservation Activities Started at £AON Stores

Together with Customers,
We Want to Do What We Can.

36
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Saving precious resources

@Bring Your Own Shopping Bag Campaign

(initiative to reduce the number of plastic shopping bags used)
Plastic bags supplied at the cash register are
made from petroleum and quickly become
waste in need of disposal. Since 1991 /£ON
has been implementing the “Bring Your Own
Shopping Bag” campaign as an AON
resource-saving activity with customer par-
ticipation. This campaign serves not only to
reduce the amount of refuse generated, but
also to save petroleum resources and reduce
emissions from municipal incineration plants.

Initiatives for cutting down on plastic shopping bags

1 Asking customers to bring their own shopping bags to re-
duce the total volume of shopping bags used

Selling My Basket and My Bag as a part of the campaign

2

3 Handing out only the required number of shopping bags to
reduce the volume of grocery bags used

4

Developing shopping bags that are 10-20 lighter in weight

Resource-saving effect (in the case of £0N Co,, Ltd.)
Saved approximately 12,897 barrels (2,579,516 liters) of petroleum

According to calculations by the Association of
Plastics Manufacturers in Europe (APME) the
amount of energy consumed to manufacture
1,000 plastic shopping bags (petroleum equivalent)
is32kg.

Decreased number of bags in 2003 (74,638,784)
X0032 kg=2,388,441 kg.

1 kg petroleum = 1.08 liters (taken from “Energy:
A Warning from the Future” by the Research In-
stitute of Economy, Trade and Industry); thus
consumption of petroleum was cut in FY2003 by
2,388,441 kg x 1.08 liters = 2,579,516 liters
2,579,516 liters / 200 liters = 12,897 barrels

L)

Ratio of customers bringing their own shopping bags, and
decreased number of plastic shopping bags (in the case of £ON Co, Ltd)

Decreased number of Number of stores imple- (%)
plastic shopping bags menting the campaign 789

® Ratio of customers bringing 6.69 (Stores)
their own shopping bags

531
428

251

FY1998  FY1999  FY2000 FY2001 FY2002 FY2003

(Million bags)

{ My Bag and My Basket )

As part of the effort to reduce usage of
plastic bags, we offer “My Bag” and “My
Basket” as products for sale. Customers
favor My Bag and My Basket as a pack-
aging system that enables them to bring
back the purchased items rather than use
store-supplied plastic bags. My Bag got a
design makeover in May 2003. Also, cu-
mulative usage of My Basket, which was
developed based on suggestions from our
customers, amounted to 539,353 units.*

*Reckoning period: May 1, 2001 to February 20, 2004

@In-Store Recycling

Since before the enactment of the Containers
and Packaging Recycling Law in April 2000,
FAEON has set up at the storefront collection
boxes for aluminum cans, styrofoam food
trays, beverage cartons (for milk, etc.), and
PET bottles (in certain areas), and has been
promoting recycling activities together with our
customers. By recycling recovered resources
into “TOPVALU Kyokan Sengen” products for
sale, ££ON calls on many more customers to

Collected amounts per container (in the case of £ON Co,, Ltd.)

Milk cartons Collected amounts per year
FY Collected amount () Number of
stores
2000
Annual

(per store) 200l
171,913 cartons 2002
2003

Food trays Collected amounts per year

FY Collected amount (t) Number of
stores

2000
Annual
(per store)

472,615 trays 2002

2001

2003

join in the recycling of packaging. As the
amounts recovered increase, however, the
recovered batches of

packages have been in- @F&i
creasingly contaminated BETHEL
by packages that have —
not been rinsed out and ‘?-. =
packages made of the »
wrong materials.

Therefore, in FY2003,
explanatory stickers were attached to
recovery boxes to help customers easily sort
recyclable packages. For the future, too,
FEON will continue these recycling activities
together with our customers.

Products utilizing recycled materials <examples>
(Effective use of materials collected in-store)

[ g

Cooker-wide topper ﬂn Coreless

#£BEE for3 burners #m== toiletrolls

Made entirely out of recycled 30% of each roll is made from

aluminum cans. milk cartons collected at our
stores and 70% is from recy-
cled paper.

Aluminum cans Collected amounts per year

FY Collected amount (t) Number of
stores
2000
Annual
(per store) 2ol
249,221 cans 2002
2003
PET bottles Collected amounts per year

FY Collected amount (t) Number of

stores
2000

Annual 2001
(per store)
176,774 bottles 2002

2003

Numbers were derived based on the following weights: milk carton (1,000 ml) = 30 g; aluminum can (350 ml) = 15 g; food

tray =5 g; and PET bottle (500 ml) =50 g.

.-

Activities for a more environmentally
friendly cycle of usage of farm products

@~Experiment of “Local Production, Local Consumption” in Kyoto
When the main players in all the processes from pro-
duction to distribution, sale, consumption, and waste
disposal become able to communicate and organically
connect with one another, the cycle of usage of farm
products can have a dramatically reduced load on the
environment. AZON has participated in the “Workshop for
Environmentally Friendly Sales Systems” established on
the initiative of Professor Kazuhiro Ueda, (Environmental
Economics), Graduate School, Kyoto University, joined by
interested parties among consumers, NPOs, distributors,
local government, and farmers. The pilot program started
in 2001 aimed at promoting a usage cycle of farm prod-
ucts more friendly to the environment, in which partici-
pants were asked to make utmost efforts in implementing
the program, started with points in the area of production,
distribution and consumption with the best promise of
results. AEON actively participates in this program by
providing the infrastructure for the distribution and sale
portions of the experiment.

Specifically, the infrastructure for the experiment is our
JUSCO Higashiyama Nijo store, in a neighborhood that
houses many students from Kyoto University. Obtaining
the cooperation of the local women’s society, in early
summer every year, we hold a workshop on preparing and
enjoying locally produced Kyoyasai vegetables, which
includes a tasting fest. In June and July, the peak months

of the harvest season for Kyoyasai vegetables, more than
a score of Kyoyasai vegetable species, such as Kyo-nasu
(eggplant) and Kamo-nasu, make it to the produce section
of our JUSCO store. In the workshop, producers of these
fresh farm products communicate to customers not only
messages of their nice taste and how to cook them, but
also their special advantages, such as, “As they are locally
produced, they are very fresh,” “As they are crops in
season, they are good for the health,” and “The producing
area is very close to the location of consumption, so the
environmental load for their transportation and storage is
rather low.” The experiment of “Local Production, Local
Consumption” initiated at our JUSCO Higashiyama Nijo
store, which features the concept “locally produced

foodstuffs prepared in the local style and consumed
locally” has expanded to four JUSCO stores in Kyoto and
attracts attention as a new proposal for a cycle of usage
of farm products friendly to the environment.

Study Group on Environmentally Friendly Sales Systems
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Rulemaking for an environmentally friendly usage cycle of farm products through

To achieve environmentally friendly sales requires more than
changes on the part of distributors and retailers alone. Pro-
ducers must use environmentally friendly growing techniques
and attach information about their environmental friendliness
to the products they ship. Based on this information, con-
sumers will favor such products, as they will appreciate the
benefits to both the environment and their own health. What
kind of information should be provided and how? In this re-
gard, it is essential for consumers, farmers, environmental
groups, local government, distributors, retailers, universities,
and many other actors to share information and recognition
with one another. In our Workshop on Environmentally
Friendly Sales Systems, these players gathered to examine

concerted efforts of consumers, NPOs, distributors, local government, and farmers

specific environmentally friendly approaches and menus.
Then, obtaining the collaboration of JUSCO Higashiyama Nijo
store, promising approaches were put into practice on a test
basis. Based on findings from this experiment we revised
the menu, and have continued experimentation and
gradual improvement in this way over the past three
years.

The players in production, distribution, consump-
tion and local government assembled together for
consultation, and carried out pilot programs in retail
stores and farm operations. And | believe these

endeavors could suggest guidelines for devel-
oping a recycling-oriented society.
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Environmental Conservation Activities Started at A£AON Stores

We Keep Our Eyes Open for Contributions
We can Make, Even in Routine Daily Business

OO - ).

Reductions in CO2 emissions
and garbage

@Activities in our business to prevent global
warming
Activities to hold global warming in check
are going on beyond national borders and
localities. The progression of global warm-
ing is faster than expected, and to manage
the situation, more aggressive control efforts
are sought. Reducing CO: emissions and
slowing the tide of global warming are
positioned as a common challenge for the
entire EON Group. Therefore, in FY2003
FEON carried out diverse activities to reduce
CO: emissions. Our efforts in implementing
the “Idling Stop Campaign” in everyday op-
erations, reducing power consumption by
diligently turning off unneeded lights, etc.,

and reducing the use of the store-supplied
plastic bags by encouraging use of “My
Bag,” as well as other daily efforts are sure
to reduce CO: emissions caused by our
business activities.

In FY2003 reductions in crude oil con-
sumption contributed substantially to stem-
ming CO: emissions from AON business
activities. However, in the future, extension
of business hours and increases in floor
space of /EON stores will tend to increase
CO: emissions. Therefore, it is necessary for
us to adopt control measures that make use
of low-emission energy sources and to in-
crease tree planting to absorb more emitted
COs.

In this regard, £ON has been promot-
ing energy-saving efforts by introducing a
“cogeneration system,” which generates
energy from exhaust heat from gas turbines,

and by adopting a comprehensive energy-
saving system.

@Tree Planting Operation in Australia

In order to acquire CO: emission credits,
/EON has engaged in joint tree planting
operations since FY2003 near Adelaide,
Australia. This operation involves the plant-
ing of eucalyptus trees, a species native to
Australia, in meadowlands at a rate of 1,000
hectares a year. In 10 years this will create
a total of 10,000 hectares of new wood-
lands.

Through this tree planting operation,
beyond acquisition of CO2 emission credits,
FAEON has been markedly contributing to the
conservation of forest resources, prevention
of salt damage, and recovery of the local
economy.

@ Waste reduction
In order to effectively use limited resour-
ces and create an ideal recycling-
oriented society, it is vital to reduce and
reuse waste. AON addresses the chal-
lenge based on the 3R: “Reduce” (create
less waste), “Reuse” (use existing prod-
ucts as many times as possible) and
“Recycle” (utilize waste as resources).
Specifically, in an effort to reduce the
amount of food waste discharged from our

stores, £AON has introduced food waste
disposer composters. As of February 20,
2004, a total of 77 food waste disposer
have been installed, which serve to reduce
food waste by 16 tons a day on average.

Also, for transporting fruits and veg-
etables, we have been using a total of
13.01 million returnable containers, which
have reduced the use of cardboard boxes
(which soon become waste) by 16,649
tons. For clothing items, we have em-

ployed reusable hangers for delivery of a
total of 14.15 million items and also have
reduced cardboard boxes by 1,179 tons.
In addition, we have developed bio-
degradable bags made from corn and
sweet potatoes, and have recycled all the
recovered cooking oil to produce soaps
and fertilizers. Therefore, we at AON
promote our environmental-conservation
activities in our routine daily business.

Flow of Waste Reduction (in the case of £ON Co., Ltd.)

Delivery in cardboard boxes

Manufacturers/Distribution of Goods
and other packages ‘
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Activities to Contribute to Society as a Good Corporate Citizen

With Customers, Toward

“a Future of Limitless Promise”

B

/ON 1% Club

The AON 1% Club, which operates on funds
contributed by AON group's blue-chip com-
panies with 1% of their pretax profit, carries out
diverse range of activities under the themes of
“Environmental Conservation,” “International
Cultural and people to people Exchange,” and
“Revitalization of regional cultures and local
communities.” Donations in fiscal 2003 were

778 million yen and total donations to date
equal 6.31 billion yen.

FY2003 was the final year of our three-year
fundraising project of “Cambodia School Con-
struction,” started in 2001. Our fund-raising
activities conducted at the various £ON Group
stores in the year were a remarkable success.
In our “Ecological Musical” for the current fis-
cal year, the third work, titled Tengu no kakur-
ezato (Hidden village of the Long-Nosed Go-
blin) was staged. The performance played at

60 venues nationwide to a total audience of
67,292 and successfully conveyed the impor-
tance of environment conservation. In August,
the Club launched the “AEON Eco Tour in Ger-
many” to produce opportunities for children,
future leading generation to think about eco-
logical Issues. In all, 48 primary school pupils
and junior high school students participated in
the tour visiting an eco-farm and wind-power
stations, acquired valuable experience in Ger-
many, an environmentally advanced nation.

The “Cambodia School Construction” project : A total of 149 school
premises, far exceeding the original plan, have been constructed under
the project. Some 80,000 children have been given a chance to go to

school.
i

/EON Environment Foundation

The AON Environment Foundation was
founded in 1991 to carry out and support
conservation projects both in developing
countries and Japan, on a permanent basis.
In FY2003, with the theme of “To protecting
nature’s ecosystem,” the Foundation public-
ly invited applicants for grants. As a result of
strictly fair selection, of 180 applicants, 103
were awarded grants, totaling 100 million
yen. Cumulative grants since the establish-
ment of the foundation to date amount to
1,177,970,000 yen.

So far, the Foundation has carried out

Shiretoko Peninsula—Forest Rebirth & Tree Planting Activity : In October
2003 more than 100 volunteers participated in planting some 1,000
broadleaf trees.

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

http://www.aeon.info/ef/en/

Ecological Musical : Kids in fish costumes dance and belt out songs, with
such heart and soul as to evoke cheers and applause from the audi-
ence.

Reforestation Of Habitat for the Japanese Crested Ibis in Sado : The de-
velopment of forests that will provide habitats for ibises was carried out.
Release of ibises into the wild there in a few years is planned.

the “Great Wall of China and Forest Revital-
ization Project,” a three-year program initi-
ated in 1998, and tree planting in Angkor
Wat, Cambodia. In FY2003, the Foundation
actively promoted three tree planting projects
in Japan. The first, continued from the pre-
vious year, was the “Shiretoko Peninsula
Forest Rebirth & Tree Planting Activity” This
five-year project will continue through 2006.
Also, aiming at release of Nipponia nippon
(ibises) into the wild, the “Reforestation Of
Habitat for the Japanese Crested Ibis in
Sado” project was promoted. And in Kaga-
mihara in Gifu Prefecture, at the site of

“/EON Eco Tour in Germany” : The housemaster of an eco-farm explains
the environmentally friendly facilities. Students are reminded in a vivid
way of the importance of protecting the environment.

massive destruction by a forest fire in 2002,
the “Gifu Forest Rebirth and Tree Planting
Activity on Land Denuded by Forest Fires”
was conducted. In those forestation activi-
ties, some 1,000 volunteers participated in
planting some 8,800 saplings.

Gifu—Forest Rebirth and Tree Planting Activity on Land Denuded by
Forest Fires : Hoping for early regrowth of forests, the local government
and community people conducted this tree planting activity.
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The Cultural Foundation of Okada

The Cultural Foundation of Okada, estab-
lished to promote cultural activities in Mie
Prefecture, will celebrate its 25th anniver-
sary in 2004.

In FY2003 the Foundation donated an
oil paintings of Claude Monet, a represen-
tative French impressionist, to Mie Prefec-
tural Art Museum. These canvases were in
the spotlight as the main exhibits for the
Museum’s 20th anniversary exhibition. So
far, the Foundation has donated more than
400 works of art, including Chagalls and
other Western paintings, Japanese paint-
ings, and sculptures to the museum. Also,
the Foundation places strong emphasis on
recognizing and nurturing artists.

Mr. Takuya Okada, Board Chair-
man of the Foundation, presen-
ted Claude Monet's oil “The Dock
of Argentuil Seen from the Pont
Routier” to Mr. Noro, Governor of
Mie Prefecture.

e
/ON'’s Fund-Raising activities
For support activities for the victims of earth-
quakes and other disasters, as well as environ-
mental conservation, £ON has conducted com-
panywide fundraising activities. Major fundraising
activities in FY2003 included the followings: (1)
Fund-raising for Cambodia School-Building Pro-
ject: In the final year of the three-year project, the
sum of more than 100 million yen was donated to
the project. (2) Fund-raising for Prevention of Glo-

Habitat for the Japanese Crested Ibis Campaign”:
The donation supports activities to develop forests
that will provide habitats for ibises. Wrapping pa-
per designed by Mr. Jimmy Ohnishi, who was in
sympathy with the campaign, was used as a pro-
motional tool for the fundraising activity. (4) Fund-
raising for Emergency Assistance to the Victims of
the Earthquake in Iran: The funds were donated
to victims of a se-
vere earthquake in
southeast Iran. (5)
Donations for Vic-

bal Warming Campaign: The donation activities to tims of the Tokachi- [
protects coral reefs, which absorb COz2 dissolved Oki Earthquake N scene of fundaising actiiies at
in seawater. (3) Fund-raising for “Reforestation of 2003. the MYCAL store.
@ Major Fund-Raising Activities in FY2003
Fund (No. of companies engaged)/Period Cu;l::ﬁ:rcs‘g!sﬁglﬁlgmees Donation from £ON Total Amount Recipient Organization
Fund-raising for Cambodia School-Building Project 56 million yen "
(59 companies) Apr. 21 - June 22, 2004 35,789,476 yen (Donated from ZON 1% Club) 111,789,478 yen Japan Committee for UNICEF
Fund-raising for Prevention of Global Warming Cam- 11 million yen World Wide Fund
paign (35 companies) June 26 - Sept. 7, 2003 DR (Donated from AEON 1% Club) AESRED for Nature Japan
Donations for Victims of the Tokachi-Oki Earthquake Japanese Red Cross Society
in 2003 (2 companies) Oct. 11-12, 2003 C2SZ000VEY QR Hokkaido Branch
Fund-aisng for “Reforestation of Habitat for the Japanese Crested 10 million yen Niigata Prefecture Committee to Promote
Ibis Campaign’” (39 companies)  Nov. 28, 2003 - Jan. 12, 2004 R E,,‘V'?,‘;”,f,:fg‘{’?;‘,,‘,‘ﬁi'f,m DAL Fund-Raising for Toki Protection
Fund-raising for Emergency Assistance tothe Victims of the Bam Earth- 55 million yen
quake n Iran (52 companies) Dec. 30, 2003 - Jan. 12, 2004 SRR (Donated from /ON 1% Club) T REEED Japan Platform
‘ Total 138,585,483 yen 1,322 million yen 270,585,483 yen
@Fund-Raising Activities Continued in FY2003
Fund (No. of companies engaged)/Period Funds Collected in FY2003 Cumulative Amount of Funds Recipient Organization
Red-feather Community Chest Campaign 115,853,014 yen p
Oct. 1 - 31,2003 5,416,250 yen (V1983 - 2003) Central Community Chest of Japan
Guide Dog Fund-raising (17 companies) 18,516,419 yen 148,241,485 yen National Association of Guide Dog
Sept. 21 - Nov. 20, 2003 BLBLR (FY1989 - 2003) Institutes
Fund-raising for the National Bone Marrow Bank 4,201,993 yen 16,436,366 yen Japan Marrow Donor Registry
Jan. 21 - Feb. 20, 2004 ALY (FY2000 - 2003) Promotion Conference

L forest.

OHiking for 70 minutes on up a mountain trail
to reach the tree-planting site was rather
hard for me, so it felt great in the activity.
Besides the assigned plot, | was able to
plant some 15 saplings elsewhere, which
was a joyous experience for me. The Nip-
ponia nippon (ibis) is a very important bird
for both the local community and Japan. |
hope that ibises will be able to thrive in this

We have planted some 2,000 trees in hopes of restoring forest land
that will provide a habitat for the Nipponia nippon (ibis).

In last October “Reforestation Of Habitat for the
Japanese Crested Ibis in Sado” activity was carried out.
188 volunteers in total joined in the tree planting.
Red pine, saplings of oak and mountain cherry species were planted.

later.

OpParticipating in this tree
planting activity, | saw denu-
ded land ravaged by mud-
slides and had a sense of
mission to do something to
revitalize the land. Saplings
planted are like my children,
and will | truly delight in see-
ing them a decade or two
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AON Environmental Management Promotion System

AON Environmental Principles

Based on the £ON Principles of “pursuing peace with our customers as the starting point,
respecting human life and contributing to the communities,” we will promote activities for
social contribution and environment conservation in order to fulfill our social responsibiri-
ties as a corporate citizen.

Realizing that these activities have their roots in local communities, we will seek partner-

ship with local residents and work together with them to build a recycling-oriented society.

Report of Environmental Accounting Results

Features of the FY2003
Envi tal Acc ti

FY2003 Environmental
Accounting Calculation Standards

Accounting period: one-year period from February 21, 2003 to February 20, 2004
Companies: £ON Co., Ltd., Ryukyu JUSCO Co,, Ltd., Maxvalu Hokkaido Co., Ltd., Maxvalu Tohoku Co.,, Ltd.,
Maxvalu Chubu Co., Ltd., Maxvalu Nishinihon Co., Ltd. Unit: million yen

(1) The figures are from a total of six companies: £0N
Co., Ltd., Ryukyu JUSCO Co., Ltd., Maxvalu Hokkai-
do Co., Ltd.,, Maxvalu Tohoku Co., Ltd., Maxvalu
Chubu Co,, Ltd., Maxvalu Nishinihon Co., Ltd.

(2) The figure for these individual companies are avail-
able on the /ON Web site.

(3) The items were categorized according to the envir-
onmental targets of 1SO 14001, in order to have
them function as an integral part of the environ-
mental management system.

(4) With regard to monetary effects, only the real eco-
nomic effects were calculated. Deemed effects,
such as risk aversion, were not excluded.

Future Directions

The report for this year only covers the results of six
companies, but in the future we will increase the num-

Calculation Standards for the Environmental Conservation Costs

Standards for Posting Economic Effects

(1) Compound Costs

Calculation of compound costs, including costs not related to environmental purposes,
are carried out in the following priority order: (1) add up the differences; (2) add up the
proportional divisions (use commonsense to divide the compound cost among the ex-
pense items); (3) add by the rule of thumb (use in personnel expenses item); and (4)
add up the total and provide a special note.

(2) Personnel expenses

(1) Reduction effect of energy saving measures
The (estimated) reduction effect in annual electricity consumption of investments made
in equipment that reduce environmental load was added.

(2) Reduction effect of water conservation measures

The (estimated) reduction effect in annual water consumption of investment made in
t i was added.

The personnel expenses of departments and sections directly engaged in
conservation activities (Environmental and Social Contribution Department and those in
charge of 1SO promotion) are added up (added at a 50% rate when the person in
charge has other job duties)

(3) Investment

The amounts of investment for equipment and facilities related to the reduction of envir-
onmental burden during the accounting period (acquisition price in the case of leasing)
are added

() Depreciation expenses

Depreciation expenses for FY2003 were not added due to difficulties in calculating the
figures from past asset registers and the fact that the method for calculating the cumula-
tive total of depreciation has not yet been established.

(5) Development cost for environmentally conscious products and SELF+SERVICE

The development cost included the personnel expenses for staff in charge of the development
of environmentally conscious products (the proportions are added up according to the ratio of
the staff’s engagement in such work), expenses for monitoring surveys of the products, and
expenses for the product’s packaging design. The development cost of SELF+SERVICE includes

(3) Reduction effect from the use of fewer and thinner shopping bags
Total (no. of stamp cards collected x 20 x no. of bags per shopping x unit price of a plas-
tic shopping bag) (Rate of customers who bring their own shopping bags = no. of stamp
cards collected x 20 / no. of customer checking out at food registers)

(4) Reduction effect from the use of fewer cardboard boxes due to the use
ble containers and reusable containers and reusable hangers

orr

for deliveries
The cost reduction is calculated by the amount of decrease in the weight (kg) of card-
board boxes that are replaced by returnable containers and reusable hangers in deliver-
ies. (Cost for treating municipal waste is 14.4 yen/kg.)

(5) Income from in-store recycling activities
Income from the sales of valuable materials (milk cartons and aluminum cans) derived

from in-store recycling activities was added.

ber of group companies included. the personnel expenses for the headquarters' staff and fees for design consultants.

Environmental Accounting for FY2003 Feb. 21, 2003 to Feb. 20, 2004

We are striving to promote group-wide environmental management. ~ The following companies are certified to ISO (14001, 9000 series) cEnvironmental | Economic
At ZEON, environmental conservation activities are considered an im- As of Feb. 20, 2004 Obiscne andlircet iginzons s G nvestment | Expenses Ee || SemeeeE
3 in in
portant management agenda, and we have created an environmental -
management promotion system that combines business activities with f;:::]y n::‘e §:"dard Z;nr\?::yun:mem I::;"::;? Devel and sales of envi lly-friendly products | Expand the development and sales of lly-friendly TOPVALU Kyokan Sengen brand products 0 0 0| P19
g e 3 o 0., Ltd. 1SO14001 all Co., Ltd. i N .
environmental activities. The number of companies certified to 1SO P""""S'O“ of Development and sales of TOPVALU Green Eye products | Expand the development and sales of TOPVALU Green Eye products; increase contracted production sites 0 45 0| P19~P21
14001—the international standard for environmental management Qingdao AON Dongtai Co., Ltd. 1S09001 AON Kyushu Co., Ltd. 1SO14001 envir Il
systems—has reached 17 as of February 20, 2004. We have been Maxvalu Tohoku Co., Ltd. 1SO14001 ZEON Credit Service Co., Ltd.  1SO14001, 1SO9001 friendly products | Development of SELF+SERVICE stores Develop and expand the SELF+SERVICE stores 0 126 0| P22
making e‘%l”S to reduce the enwrolnr;et:]talhload by setting UP_da” €N" Quality Control Center Co., Ltd. 1509002 Ryukyu JUSCO Co., Ltd. 1S014001 Subtctal v ! 2
vironmental management system led by the company president in - -
e ) o to Co., Ltd. i ., Ltd. ion i ici i - 233 0 42| —
each company, establishing an Environmental Committee in the group oo Hd SO0 ECIEchnoiSelvicele oLl S©2002]) SOIS00] Reduction in electricity consumption Install energy-saving equipment
as an organ for deliberating environmental problems, and assigning ~ Food Supply JUSCO Co, Ltd. oKy HEeE EEEn G, L) 18014001 Reduction in water consumption Install water-saving facilities and rainwater utilization systems 87 0 20| —
pasks tlo mgé\{ldual con?qpanlesd acco&dmg to their |rc1‘dustr;$shanr:d opera-  Maxvalu Nishinihon Co, Ltd. 1SO14001 Maxvalu Kyushu Co., Ltd. 1SO14001 nitiatives for Reducion inthe consumpton of copy paper and afc paper | Utlize e-mal and promote two-sided copying o Py ol —
ngnS‘t r:j ab ﬂtlﬁn' E‘/e. e to lite(: : 5‘/.5éem Ufn /E(]:_)\lilv Ié ! LetdItems e skl LI e et 15014001 GIg/an I in the number of custs ho bring thei hopping b Step up the promotion of the Bring Your Own Shopping Bag campaign and the My Basket, My Bag campaign 0 270 211 | P36
adopted by the Environmental Committee o 0., . are Increase i the number of customers who bring their own shopping bags ,
. ) - . Maxvalu Chubu Co., Ltd. 15014001, | 1 Laura Ashley J Co,, Ltd. 1S014001 IESOUE
shared by the entire group. While sharing the goals, principles and sys- it SOMNL 00 e ey 22 conservation Reduction in th f plastic shopping b Reduce waste by reducing the thickness of plastic shopping bags 0 (] 0| P36
tems, we are promoting own environmental conservation activities ~ AlC Inc. 1SO14001 (in order of certification) SCLCOn Rl e pehae Y 8 a PPIE Pag
based on a respect for the autonomy of each firm. Increase in the efficiency of the distribution system | Increase the efficiency of delivery routes, reduce the number of deliveries, and increase loading efficiency 0 2 7 —
Subtctal 321 272 280
Envir PR g t Organization Promote recycling by installing food waste compost 35 0 4 | P38~P39
(In the case of /ON Co,, Ltd) Promote recycling by installing styrofoam compactors 4 0 18| —
FEON Co., Ltd. Environmental Poli ( ) Promotion of waste separation -
. . ) Y ) . ) Chief Executive *E(’Tofjrﬂ[ii[lﬁ”" Costs for recycling fluorescent bulbs 0 12 o —
Based on the foundation of putting “customers first,” we strive as a retailer to Officer
offer products and services, and to build stores, that provide “reassurance” /EON 1% Club ) iiatives for waste Subtctal 39 12 22| —
and “trust” By doing so, we are contributing to the construction of recycling- . o .
oriented, where prosperous lives can be properly balanced with the conser- e T e mem— ::d:{?l:poannd o Reduce the use of cardboard boxes by utilizing returnable containers 90 0 260 | p38~P39
N . e - utihizati P
vation of the global environment. Also, as a member of communities, we are Officer Reduction in the use of Reduce the use of cardboard boxes by delivering garments on reusable hangers 0 0 0| P38~P39
supporting the healthy growth of our children, who will lead the future, cardboard boxes at stores
through environmental education and practice. 1SO Internal Subtctal 90 0 260 | —
Auditor Environment g i i iviti in- i iviti
1. Through an environmental management system, we are striving to prevent Committee Promotion of in-store recycling activities Promote in-store recycling activities 8 569 68 | P36
pollutio; from our busineis activities,hand to imprchve our enviror]lmenta:]efgi- Subtctal 137 580 350
ciency by creating a work structure that creates the greatest value with the -
smallest environmental load. We will periodically review these activities and Environment Green purchasing | Formulation and impl of green purchasing standards| Formulation and implementation of green purchasing standards (0] 2 0| —
improve them on a continuing basis. ; Working Group — — - o ) o
(1) We will make efforts to offer products and services, and build stores, in M:r?:":;?netnéaflﬁce Eof ‘mponsné issues :ufhras” »cod; Tree-planting activities | Continued of ZEON Hometown Forest Program| Implement the £ON Hometown Forests Program in cooperation with the local community 7 229 P31
@ wee\:v]i‘llll?;Tniqéagg\éig;ggdﬁiﬁource saving 8 I O A o Brsie: Measure soot and smoke, and test water quality; implement measres to comply with the Container and Packaging Recycling Law 0 761 o —
- tion,” Working Groups are formed to
(3) By carrying out a “reduce, reuse, and recycle” campaign, we will strive to fcar;K OEut studies ?rvoti drafa proiosEals — - - Treat municipal waste from business operation properly ] 4,686 0| pP38~39
reduce waste products. We will dispose of the waste that is produced in v?rron;er?tvgg?nn:r??tes Osm srg‘t Sevm TaacnI; ompliance with legal regulations i i 7 i
an appropriate way. erpanyio pmn:o‘e "hese ac:vnies Treat industrial waste properly using the manifest system 9 1,226 o —
(4) To prevent global warming, we will reduce CO: emissions. Subtctal 9 6,673 0
(5) We will promote green purchasing, endeavoring to use and purchases Operation Headquarters
things with a small environmental load. (Companies, Divisions, Specialty Divisions) Voluntary measures for pollution prevention Take voluntary initiatives to prevent the pollution of air, water and soil, and to prevent ground subsidence, foul odors, and light polution 593 427 0| —
(6) We will carry out tree-planting activities with our customers in communi- L . L
ties. Carry out activities to protect nature and to improve and maintain the scenery 0 44 0| pP32~33
2. We pledge to comply strictly with !aws related to environmental conserva- Departments in the Carry out environmental activities with the local community 0 56 0| P33~35
tion, and to carefully follow request items that we have accepted. Stores Headquarters ) . . »
3. We will strive to inform all employees of this policy, and to convince each Community-based environmental communication activities Disclose environmental information 0 663 0| —
employee to play his or her proper role. N N 3 K X .
4. We will widely publicize this policy. . Headquarters General Give donations to protection org and support their activities (o] 121 0| P32
And based on it, by vigorously carrying out environmental communication SC Division Affairs Department Subtctal 0 885 0
activities with all people, we will develop partnerships to promote environ-
mental conservation activities. Provide employees with environmental education 0 8 0| —
- Facility maintenance
Tﬂéﬁg&%ﬁ August 21, 2003 comganies in stores /EON Tower Maintenance and management costs Maintain and administer the environmental management system 0 26 0| —
' . o . for environmental conservation activities Cover personnel exp for administering envir I conservation activities 0 141 0| —
b Motoya Okada, . 1
W) ok e Cooperative || £ON Techno Service Co., Ltd. |z oy Subtctal 0 175 )
- . Vutaka Furutani, Corporations e t o -
B '.!; (?nezh‘:; Executive Vice President P /EON Mall Co., Ltd. stores Cost for rehabilitating environmental damages Enact measures to tackle soil pollution and the destruction of nature. 0 7 0| —
ge of overall environmental activities) \ VAN J
As of Feb. 20, 2004 Total Cost 1,067 9,422 630

o http://www.aeon.info/aeoncorp/english/and click on Sustainability Report
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Report of A£ON'’s ISO 14001 Targets and Performance

Targets and Performance of £ON Co., Ltd.

©=Achieved A =Did not achieve but will continue to make efforts

Environmental Policies

Environmental Objectives

FY2003

Environmental Objectives
(to be achieved by the end of FY2005)

FY2004

Targets

Sales of environmentally conscious prod-
ucts for 3.0% of overall sales

(1) 1. Raise sales of environmentally friendly products to 1.6% of overall sales

1,760 million yen

2. Formulation of new standards for environmental consciousness

Reduction in the amount of plastic pack-
ages and containers used for TOPVALU
products

(2) Formulation of standards for environmental consciousness regard-
ing packages and containers, as part of review of standards for en-
vironmentally friendly products: i.e., launch of commercialization

5% reduction in electricity consumption
compared to FY2002 (basic unit)

(1) 3.5% reduction in electricity consumption compared to
FY2002 (basic unit)

29% weight reduction in plastic/paper pack-
aging materials compared to FY2002

(2) 1% weight reduction compared to FY2002
(Aim to reduce inventories and cost reduction by unifying
logo marks for packaging materials)

Achievement of 30% in the rate of
customers bringing their own shopping
bags

(3) Achievement of 14.5% in the rate of customers bringing
their own shopping bags
1. Reform of employees’ consciousness
2. Confirming that basic instructions are thoroughly known
3. Expansion of sales of “My Bag,” etc.

20% reduction in the amount of sales los-
ses from discarding products compared to
FY 2002

(4) Amount of sales losses from discarding products to be low-
ered below 2% of overall sales in the food sector

Achievement of 30% in the recycling rate
for food waste

(5) Achievement of 27% in the recycling rate for food waste;
Review of the priority order in the recycling of food waste
1.C issioned to regi d recydling c i
2. C issioned to non-regi: d recycling c
3. Composting by own company using disposers

3. Initiatives for reutilization,
recycling, and green pur-
chasing toward building a
recycling-oriented society

ofoam

use of cardboard boxes for 50 items (total of 80 items)

for fishery products

i ; Rate of
(to be achieved by the end of FY2005) Targets Performance in 2003 attainment | S€ore
(1) 1. Sales of environmentally friendly products to 2.0% of overall sales 1.56%
Sales of environmentally conscious prod-
X . ucts for 3.0% of overall sales A
1. Efforts to 'prowde emrony SELF + SERVICE 1,442 million yen 1,318 million yen
mentally friendly products = : : = =
2. Establisk of new standards of environmental consciousness | Could not formulate standards for | _—
Reductlo; in the_ amount (;)ffplastlc pack- (2) Launch of experimentation toward reducing the amount of forn_wlated standar({su (dlraft) ”ford maﬁlna{)s A
ages and containers used for TOPVALU plastic packages and containers used in TOPVALU products ‘easiness to separate, youme, and “refill,” but | ——
products have not launched experiment yet
A . . 2% reduction in electricity consumption compared to
5% reduction in electricity consumption ) . - . " a
compared to FY2002 (basic unit) FY2002, with cumulative total basic unit target of | 34.8Wh/m*h 80.9% (@)
43Wh/mh
29% weight reduction in plastic/paper pack- | (2) 0.5% weight reduction in plastic/paper packaging materials T N
aging materials compared to FY2002 compared to FY2002 (HERIEE
(3) Achievement of 14.5% in the rate of customers bringing
Achievement of 30% in the rate of their own shopping bags First half of FY 718%
customers bringing their own shopping Number of collection of stamped cards Second half of FY 8.71% 54.4% A
bags at all stores 126% to last year Whole FY 7.89%
2. Initiatives for energy and re- 1.21 million — 1.52 million
source conservation and
waste reduction 20% reduction in the amount of sales | (4) 5% reduction in amount of sales losses from discarding
losses from discarding products compared products compared to FY2002 13.94 billion yen 115.6% AN
to FY2002 Target amount 12.05 billion yen (sum for 4 companies)
Achievement of 30% in the recycling rate . . :
5) Achievement of 25% in the recycling rate for food waste
for food waste © SR A3 AT o
Introduction of measurement and separation
of waste at model stores of regional compa- | (6) Selection of 3 pilot stores in the Kanto area and establish- | Could not carry out the experiment at pilot A
nies, Maxvalu, and Megamart (6 stores) to ment of a system model, including man-hours stores
prepare for introduction in all stores
Iptroductlon of returnabl_e containers for (1) Use of returnable containers for 30 fishery products items, 80 items (cardbqard boxes only) ]
fishery products and curbing of waste styr- *Could not realize returnable containers 100.0% o

Introduction of measurement and separation
of waste at model stores of regional compa-
nies, Maxvalue, and Megamart (6 stores) to
prepare for introduction in all stores

(6) Implementation of measurement and separation of waste
at JUSCO Yamato-Tsuma Store as a model

Implementation of paper recycling at all
offices (headquarters, regional ¢ i
and stores)

(2) 1. Identification of actual amounts of office paper recycling
at all stores and offices
2. Ensuring implementation at every single office

1. Identified at 127 stores
2. Could not implement recycling at — PaN
approx. 250 stores

Introduction of returnable containers for
fishery products and curbing of waste styr-
ofoam

(1) Introduction of returnable containers for 30 fishery prod-
ucts items (Scheduled to be implemented in the Kanto and
Western Japan regions from the second half of the FY)

Increase of items subject to green procure-
ment

(3) Use of 10% or more specific materials acquired through
green procurement (7 items) where such materials can be
used in constructing new stores

Thinned wood 61%

Recycled polyethylene film  55% — (€]
Recycled asphalt mixture  760%, etc.

Implementation of paper recycling at all
offices (headquarters, regional ¢ i
and stores)

(2) 1. 127 stores implementing recycling: i.e., 105% compared to FY2003
2. Stores not implementing recycling: Finding the actual amount
recycled at all offices

Establishment of ecological stores
standards

(4) Further adoption of environmental consideration at stores
(e.g., rooftop greenery, reutilization of rainwater)

(Implemented at the following JUSCO stores)
Utilization of rainwater: Tsudanuma, Akishima
Rooftop greenery: Shinonome, Akishima, — o
Tsudanuma
Solar street lamps: Akishima, Iruma

Increase of items subject to green
procurement

(3) Use of 10% or more of specific materials acquired through
green procurement (7 items) where these materials can be
used in constructing new stores

Further expansion of green purchasing

(5) Clarification of the £ON Green Purchasing standards, and
only listing items that comply with the standards on the
office supply order list

Applied the standard not only to office

supplies but also to packaging materials
and forms. However, could not achieve
100% replacement of office supplies.
Established a toner cartridge recycling
system

Establishment of ecological stores
standards

(4) Establishment of standards for ecological stores: “This is
FEON’s ecological store”
1. Construction materials with low environmental loads
2. Natural energy
3. Indoor environment, etc.

20% reduction in the amount of paper
waste compared to FY2002

(6) Promotion of “less paper” efforts within the headquarters

Lent out equip for paperless

based on the initiatives of the Working Style Reform
Meeting

meetings — PaN
Operation of electronic archives

Further expansion of green purchasing

(5) 1. Use of environmentally friendly ink to print more than
1,500 types of promotional materials and more than 250
types of forms and pamphlets used at stores

2. Introduction of recycling system for fluorescent bulbs at
all stores

5% reduction of CO2 emissions compared

Found out volume of emissions from the

20% reduction in the amount of paper
waste compared to FY2002

(6) Further promotion of reduction in use of paper
1. Expansion of the campaign to stores
2. Introduction of “search tool” linked to the electronic
archive
3. Active use of Intranets for each business system

5% reduction of CO2 emissions compared
to FY2002 (basic unit)

(1) Formulation of an anti-global-warming vision
Begin fact-finding at 40 Group companies in FY2005
Setting of Group’s reduction target

100% replacement of delivery vehicles to
those clearing the diesel regulations

(2) 1 Building of delivery vehicle management system to con-
trol compliance with the Nox-PM Law
2 Introduction of a total of 20 natural gas vehicles

quests that the company
has decided to take on

pollution

measures, and establishment of a verification process

I (1) Formulation of an anti-global-warming vision ¢
to FY2002 (basic unit) g 8 22 group companies e A
4. Cutting CO2 emissions to
prevent global warming
100% replacement of delivery vehicles to @1 :(OOZ/O mtroduc:(mn ;f regulatmg;ll)eannigj ;e!llde iolite 1. Completed replacement o
those dlearing the diesel regulations EID AR (LELyR) Lz (Wi At SHI) 2. Introduced total of 15 vehicles
2. Introduction of a cumulative total of 15 natural gas vehicles
5 Prqn}gtlon ,Of tree planting Continued implementation of £ZON Home- X X
activities with the cooper- town Forests Program (1) Planting of 330,000 trees at 30 locations Planted 203,000 trees 61.5% A
ation of local communities
6. Promising compliance with Selected person in charge from each group company
the law and abiding by re- Establishment of system to prevent soil | (1) Formulation of a policy, decision and implementation of | Listed and conducted surveys at 171 company-owned o

sites

Continued implementation of £ZON Home-
town Forests Program

(1) Plant 375,000 trees at 72 locations by Group
(2) Increase Junior Eco-Club membership to 3,800

Implemented survey on land record using registries

All other companies in the Z£ON Group have also established “Environmental Policies,”
“Environmental Objectives,” and “Environmental Targets” and are carrying out actions based on these.

*Targets and performance are on a comparable store basis.

Establishment of system to prevent soil
pollution

(1) Continuation of the survey
Of the remaining 161 properties, list those requiring survey
of land registry records, and continue the survey

Naoki Hayashi
Managing Director in charge of environmental management
Executive Vice President
Personnel Management, General Affairs & Environmental Affairs

A Summary of Activities in FY2003

It has already been six years since ZZON embarked on building the
environmental management system (EMS) based on ISO 14001.
The number of Z£ON group companies that obtained the certifica-
tion of either the ISO 14001 or ISO 9000 series during this period
rose to 19 as of February 20, 2004. We have seen steady progress
in the administration and establishment of ISO standards, despite
varying degrees of progress among companies and business offi-
ces. For example, the frequency of oil-leakage accidents, which
had led to severe consequences in the past, declined substantially in
FY2003 as a result of accident-prevention efforts, including the
strengthening of day-to-day maintenance and overhaul of equip-
ment, and thorough education and training of employees involved.
This can be recognized as a success story of the linkage between
ISO-compliant operation and risk management.

Meanwhile, EMS entered a period of major change in FY2003
as we launched our “corporate governance reform” (the transition
to a company with committees, the adoption of the committee sys-
tem) and “group management reform” (ZEON Co., Ltd. has turned
into a holding company). Because of the Z£ON group’s expansion
with the addition of MYCAL Corp. and many other companies, the
impact on the environment of ZZON’s business activities is also ex-
panding on both positive and negative fronts. For example, we have
become able to deliver the TOPVALU Green Eye environmentally-
conscious products to a broader range of customers, but what has
been achieved is still far from being at a satisfactory level. Also,
ZEON is faced with the major task of finding effective ways to con-
trol the total emission of carbon dioxide (COz2) as a group.

As an individual company, £ON Co., Ltd. in FY2003 redou-
bled efforts to link our main line of business operations as a retailer
to reduction of the load on the environment to an even greater ex-
tent than before, but many of the original goals were unachieved.

We have yet to obtain achievements that are commensurate
with the extent of the impact of our activities on the environment.

In order to meet the expectations society places on the £ZON
group, we need to integrate and consolidate environmental efforts
being undertaken by individual group companies to bring out a
powerful synergistic effect, while we also must seek to improve
and expand activities individual group companies are undertaking
under their particular circumstances and in their specific industrial
segments. We regard ISO certification as a management tool to
achieve what we need to do, and we aim to bring the number of
ISO-certified group companies up to 40. At the same time, we will
strive to build up the ZON environmental management system that
integrates existing management systems in order to fulfill not only
our environmental responsibilities but also our broader social
responsibilities.
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Prof. Akio Morishima

Chair of the Board of Directors
Institute for Global Environmental Strategies
Each year, I am asked to make a third-party evaluation of the ZEON
Environmental and Social Report. In order to evaluate the 2004 re-
port, I visited two stores in the Tokyo metropolitan area to examine
how the Z£ON Code of Conduct is being put into practice on-site.
One of the stores I visited was JUSCO Shinagawa Seaside Store, lo-
cated next to the shopping mall in Tennozu, Shinagawa Ward. A
large-scale outlet that opened just over a year ago, the store seems to
have been built with a high degree of consideration given to resource
saving, such a system to use rainwater for cleaning. The most impres-
sive scene I saw was an array of safety- and environmentally-conscious
products of the “TOPVALU” brands occupying the center of the sales
floor, including “TOPVALU Green Eye” food products, which are or-
ganically grown and farm fresh, and “TOPVALU Kyokan Sengen” re-
cyclable household articles. When I asked a few questions about
these products, a shop attendant (who seemed to be a part-time em-
ployee) explained the merchandise with full confidence. This indi-
cates to me that the TOPVALU brands have taken firm root at EON,
not only as a matter of management policy but also at the level of the
staff on the sales floor. Shinagawa Seaside Store sets aside a fairly
large display space for the “SELF+SERVICE” fashion shop, which
offers ecological products, such as clothing made from recycled fiber,
and natural oil soap, and also collects old clothing for recycling. I
was told that many consumers favor these products out of a sense of
fashion, not particularly for their characteristics as recycled products.
I can accept that. I believe ZON’s emphasis on environmentally
friendly products will prove instrumental in changing society through
consumer awareness.

Another store I visited was JUSCO Ontakesan-ekimae Store in
Ota Ward. Though the store, in contrast to the Shinagawa Seaside
Store, is a small outlet established 18 years ago, the TOPVALU prod-
ucts still occupied the most visible center of the store floor, deliver-
ing a clear message that the store places emphasis on the safety of
products customers purchase and environmental conservation. Given
that consumers are now very keen about the safety of food they eat,
this store, as does the Shinagawa Seaside Store, has a system in place
for a quick exchange of information about the use of agricultural
chemicals via the Internet or cell phones with producers of TOPVA-
LU Green Eye agricultural products. Information about the safety of
products indicated on packages is more detailed than before. All told,
the EON Code of Conduct appears to have increasingly taken hold at
individual stores each year.

Mr. Toshihiko Goto

Chief Executive

GRI Forum Japan
The content of the ZON Environmental and Social Report 2004, as
its second sustainability report, has improved significantly, demon-
strating the ZEON group’s stance of proactively getting involved in
the building of a sustainable society. One approach to the preparation
of a sustainability report is to cover the three aspects of the environ-
ment, economy, and society, the so-called three bottom lines. The
idea is not to simply describe things in these three fields in the report.
It is necessary for the report to relate to the building of a sustainable
society by the combination of the three areas and to explain the path
for a company’s sustainable growth. In the retail industry, it seems
that there is a high degree of integration between the environment
and society and between society and management. EON has been
engaged in activities and proactive efforts to make the most of the
voices of customers, and they are explained in an easy-to-understand
manner in this report.

What impressed me most in this year’s report was the promotion
of the EON Supplier CoC (Code of Conduct). One of the biggest is-
sues in the global business community at present is supply-chain
management. In the case of green purchasing, whose sole concern is
the environment, management of primary suppliers may not be so
hard. But it is not an easy proposition to trace back to the riverhead
the flow of any product. To my knowledge, ZON is the first Japanese
retailer to embark on this effort in the international marketplace, even
looking at humanitarian and ethical aspects. One root cause of in-
creasing international terrorism is poverty in many developing coun-
tries. In my view, we would move closer to global peace if all busi-
nesses made efforts similar to those of ZZON.

I have a few suggestions to make for further improvements. First,
the table of contents: For a report that is this rich in content, the table
of contents should be made a little bigger and easier to understand so
that the reader will be encouraged to go through the whole report.
Next, nowadays, the “commitment by the president (chief executive
officer)” has come to command very keen attention. In that sense, I
thought the president’s prefatory message in the report should have
been played up much more. Further, I noticed the ubiquitous use of
ZEON terms in the report. They are hard to understand for those out-
side the ZEON group. I would suggest that the use of these terms be
reduced or used with explanatory notes. Finally, it might be a good
idea for an annual report to contain more information on Z£ON’s eco-
nomic contributions and returns to employees as well as to local
communities.

Selected Financial Data

Settlement Term

g (million yen)
§ ‘E Feb. 2000 2,522,210
oS Feb.2001 2,738,638
-g g Feb. 2002 2,934,592
2L Feb. 2003 3,086,504
© | Feb.2004 3,546,215
Settlement Term (million yen)
g T Feb. 2000 71,212
;E Feb. 2001 92,060
B3 Feb.2002 119,222
§- S| Feb.2003 132,172
Feb. 2004 132,212
Settlement Term (million yen)
"E "q'j\ Feb. 2000 64,689
;E Feb. 2001 87415
S & Feb.2002 114,759
Bo
S & | Feb. 2003 127,431
Feb. 2004 131,354
No. of stores Feb. 2004 Feb. 2003
OGMmS 665 460
@ Supermarkets 579 452
@Drugstores *1 1,561 1,443
@Home centers *2 - 57
@ Convenience stores *3 2,633 2,361
@Department stores 3 3
@ Spedialty stores 2,666 2,585
@5C development operations - -
@Frinancial services 58 62
@Services 665 582
@Food services 579 332

@rood processing, distribution, and other operations - -

@E-commerce businesses

*1 No. of drugstores include non-consolidated companies that are members of £ON Welcia Stores.
*2 57 home centers in 2003.02 are included in GMS in 2004.02.

*3 No. of convenience stores include franchised stores.

er : These family scenes are a bit nostalgic. The affection shown by the grandparents and parents tell us that it is important

for anyone to smile, and to shine. It is our responsibility to pass on the bountiful human environment that has been continuously

passed down to us, beyond eras and beyond generations. We hope this report provides the opportunity to think about what each of

us should do, and what each of us can do. This idea is incorporated into the cover design.

Chairman & t%‘
FEON Co., Ltd. 4‘ }i

Toshiji Tokiwa

At ZON, we have been putting “correct conduct” into prac-
tice on a daily basis to realize our unchanged corporate phi-
losophy: “pursuing peace centered on customers, respecting
for humanity and contributing to local communities.” This
report details what we have done in the past year in line
with this philosophy.

Based on the motto of “Customers First” we hope to re-
main an enterprise formed as an aggregation who provides
best services in the local communities we serve. To do this,
our priority is to maintain the stance of listening sincerely
and seriously to the “voices of customers.”

We have received a multitude of “voices of customers”
in FY2003. Needless to say, we must acknowledge that we
have received numerous complaints as well. I believe that
our continuous efforts to seriously address each of these
complaints, making necessary improvements and feeding
back the results of our efforts, are the only methods for en-
suring the “transparency of management.”

Last year, ZON reorganized to a Company with Com-
mittees and embarked on corporate governance reform. As
part of this reform, we introduced three original advisory
councils in which people outside ZZON makes suggestions
freely. (the establishment of the The Customers Advisory
Council, “The Social Responsibility Advisory Council,” and
“The Management Advisory Council”). In particular, “The
Social Responsibility Advisory Council” allow us to estab-
lish a mechanism to listen to opinions and suggestions made
by outsiders from a different perspective regarding environ-
mental conservation, social contribution activities and
branding activities.

We desire to forge ZON into a company that is easy to
understand, with a high degree of management transparen-
cy. First, we must become a company which is more open
and is easy to understand for our customers. At the same
time, we aim to become a company whose whole picture is
visible to all employees at group companies and where all
employees constantly ask themselves how they have
changed by following the ZON Code of Conduct.

This report covers ON’s environmental conservation
and social contribution activities in FY2003. For FY2004
and afterward, we determined to devote ourselves to contin-
uous reforms without hesitation in order to keep £ON most
sensitive to the “voices of customers.”

S9JUBIaRY I ‘
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Please use the contact information below for any enquiries and comments on this report or our environmental and social activities.

FON Co., Ltd. Environmental and Social Contribution Department, £ON Co., Ltd. 1-5-1 Nakase, Mihama-ku, Chiba-shi, Chiba, 261-8515 Japan
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