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1. Consolidated Results for the Fiscal Year ended December 31, 2015 
（January 1 – December 31, 2015） 

(Yen amounts are rounded to the nearest million) 
(1) Consolidated Operating Results  

(%, YoY)  

 Revenue 
Operating 

income 
Income before 

income tax 
Net income 

 Millions of yen  % Millions of yen  % Millions of yen  % Millions of yen  % 

Fiscal year ended 
December 31, 2015 

713,555 19.2 94,689 (11.0) 91,987 (11.8) 44,280 (37.7) 

Fiscal year ended 
December 31, 2014 

598,565 15.4 106,397 17.9 104,245 17.6 71,103 63.5 

 

 

Net income 
attributable to 
owners of the 

parent company 

Comprehensive 
income 

Basic 
Earnings per 

Share attributable 
to owners of the 
parent company 

Diluted 
Earnings per 

Share attributable 
to owners of the 
parent company 

 Millions of yen   % Millions of yen    % Yen Yen 

Fiscal year ended 
December 31, 2015 

44,436  (37.1)   51,116  (58.7) 32.33 32.09 

Fiscal year ended 
December 31, 2014 

70,614   64.6 123,822   82.4 53.47 53.15 

 

 

ROE 
(Return on equity 

attributable to owners 
of the parent company) 

ROA 
(Ratio of income before 

income tax 
to total assets) 

OP margin 
(Ratio of operating 

income 
to revenue) 

 % % % 

Fiscal year ended 
 December 31, 2015 

8.2 2.3 13.3 

Fiscal year ended 
 December 31, 2014 

19.6 3.0 17.8 

(Notes)  

Share of income of associates and joint ventures: 986 million yen (Fiscal year ended December 31, 2015) 

      604 million yen (Fiscal year ended December 31, 2014) 

 
  

The following information was originally prepared and published by the Company in Japanese as it contains timely disclosure 

materials to be submitted to the Tokyo Stock Exchange. This English summary translation is for your convenience only. To the 

extent there is any discrepancy between this English translation and the original Japanese version, please refer to the Japanese 

version. The following financial information was prepared in accordance with International Financial Reporting Standards 

(“IFRS”). 
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(2) Consolidated Financial Position 
 

 Total assets Total equity 

Total equity 
attributable to 
owners of the 

parent 
company 

Ratio of total 
equity 

attributable to 
owners of the 

parent 
company to 
total assets 

Total equity 
attributable to 
owners of the 

parent 
company per 

Share 

 Millions of yen Millions of yen Millions of yen % Yen 

As of December 
31, 2015 

4,269,953 664,013 662,044 15.5 464.80 

As of December 
31, 2014 

3,680,695 428,086 421,562 11.5 318.74 

 
(3) Consolidated Cash Flows 

 

Net Cash Flows 

from 

Operating 

Activities 

Net Cash Flows 

from 

Investment 

Activities 

Net Cash Flows 

from 

Financing 

Activities 

Cash and Cash 

Equivalents,  

End of Year 

 Millions of yen  Millions of yen  Millions of yen  Millions of yen  

Fiscal year ended 
December 31, 2015 

78,245 (224,078) 221,831 501,029 

Fiscal year ended 
December 31, 2014 

111,860 (261,085) 189,512 428,635 

 
2. Dividend Distribution 

 Dividend per Share 

Total 
Dividend 

(Year) 

Dividend 

Ratio 
(Consolidated) 

Ratio of 
Dividend 
to total 
equity 

attributable 
to owners 

of the 
parent 

company 
(Consolidated) 

 1Q 2Q   3Q 4Q  Year 

 Yen Yen Yen Yen Yen Millions of Yen % % 

FY2014  0.00  4.50 4.50 5,952 8.4 1.6 
FY2015 － 0.00 － 4.50 4.50 6,410 13.9 1.1 
FY2016
（Forecast) 

－ －  －  －  －  －  

Note: Dividend per share for the fiscal year ending December 31, 2016 has not been decided yet. 
 

3. Estimate of Consolidated Operating Results for Fiscal 2016 (January 1 to December 31, 2016) 

For the estimate of consolidated operating results for Fiscal 2016, double-digit growth from Fiscal 2015 is 

targeted for consolidated revenue excluding the securities business whose results are heavily impacted 

by stock market. 

 

 
Revenue 

Non-GAAP Operating 
Income 

 
Millions of Yen Millions of Yen 

FY2015          (Actual) 713,555 152,153 

 

For details, see page P. 7 Qualitative Information, Financial Statements, etc. (1) Qualitative Information 

Concerning Consolidated Business Results (v) Outlook for the Coming Year. 
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Notes 

(1) Changes in significant subsidiaries during the current period  

(Changes in specified subsidiaries resulting in change in scope of consolidation): No 

New  －  (Company name  －  )                        Excluded  －  (Company name  －  ) 

(2) Changes in accounting policies and changes in accounting estimates 

1. Changes in accounting policies as required under IFRS: No 

2. Changes in accounting policies due to other reasons: Yes 

3. Changes in accounting estimates: No 

For details, see page P. 32 : 4. Consolidated Financial Statements (Summary) (6) Notes to the summary 

of consolidated financial statements (Changes in accounting policies). 

 

(3) Number of shares issued (Common stock) 

1. Total number of shares issued at the end of the year (including treasury stocks) 

1,430,373,900 shares (As of December 31, 2015) 

1,328,603,400 shares (As of December 31, 2014) 

  

2. Number of treasury stocks at the end of the year 

6,008,788 shares (As of December 31, 2015) 

6,033,034 shares (As of December 31, 2014) 

3. Average number of shares during the year (cumulative from the beginning of the year) 

1,374,535,931 shares (January 1 – December 31, 2015) 

1,320,627,398 shares (January 1 – December 31, 2014) 

 

Indication regarding execution of audit procedures 

This financial report is not intended for the audit based on the Financial Instruments and Exchange Act. At 

the time of disclosure of this financial results report, the audit procedures for consolidated financial 

statements in accordance with the Financial Instruments and Exchange Act are not completed. 

 

Explanation about the appropriate use of earnings forecasts, and other special matters 

Consolidated forecasts for the year ending December 31, 2016 are based on information that is 

available at the time of writing, but a number of known and unknown factors could cause actual results 

to differ from the projections. 
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1. Qualitative Information, Financial Statements, etc. 

(1) Qualitative Information Concerning Consolidated Business Results  

Starting from the first quarter of the current fiscal year (January 1, 2015 to March 31, 2015), the 

Rakuten Group is disclosing consolidated business results in terms of both its internal measures the 

management relies upon in making decisions (hereinafter the “Non-GAAP financial measures”) and 

those under IFRS. 

Non-GAAP operating income is operating income under IFRS (hereinafter “IFRS operating income”) 

after deducting unusual items and other adjustments prescribed by the Rakuten Group. The 

management believes that the disclosure of Non-GAAP financial measures facilitates comparison 

between the Rakuten Group and peer companies in the same industry or comparison of its business 

results with those of the prior fiscal years by stakeholders, and can provide useful information in 

understanding the underlying business results of the Rakuten Group and its future outlook. Unusual 

items refer to one-off items that Rakuten believes shall be excluded for the purpose of preparing future 

outlook based on certain rules. Other adjustment items are those that tend to differ depending on the 

standards applied, therefore less comparable between companies, such as stock based compensation 

expense and amortization of acquisition-related intangible assets. 

Note: For disclosure of Non-GAAP financial measures, the Rakuten Group refers to the rule specified 

by the U.S. Securities and Exchange Commission but does not fully comply with such rule. 

 

i) Business Results for the Fiscal Year Ended December 31, 2015  (Non-GAAP basis) 

The world economy during the fiscal year ended December 31, 2015 continued to stay on a gradual 

recovery track, although attention must be paid to factors including normalization of U.S. monetary 

policy, uncertainty over the future outlook of the Chinese economy, and the impact of the falling crude 

oil prices. The Japanese economy continued its gradual recovery with the effects of various policies 

amid continuous improvement in the wage and employment condition. 

Under such an environment, the Rakuten Group has further promoted its growth strategy. In 

domestic e-commerce services, the mainstay of Internet Services, the Group maintained stable results 

through various measures to improve customer satisfaction, strategies to open up the Rakuten 

ecosystem and enhanced services for smart devices (smartphones and tablet devices). For contents 

services, the Group decided to acquire OverDrive Holdings, Inc. (U.S.), (hereinafter “OverDrive 

Holdings”) a full-service digital distributor of eBooks, audio books and other content to libraries and 

educational institutions, and made it a wholly owned subsidiary in April 2015. The Group also 

addressed strict cost controls while continuing strategic investments for future profit growth, which put 

the results on track for improvement. The Rakuten Group is also investing in businesses with new 

technologies and innovative business models, and records unrealized gains on stocks for such 

investments. In FinTech (Note 1), the further expansion of the membership base for Rakuten Card 

brought in more commission income, and the smoothly growing services of Rakuten Securities and 

Rakuten Bank contributed to an increase in profit as well. 

As a result of these efforts, the Rakuten Group achieved revenue of ¥713,555 million for the fiscal 

year ended December 31, 2015, up 19.2% year-on-year, and Non-GAAP operating income of ¥152,153 

million, up 28.8% year-on-year. 

(Note 1) From the third quarter ended September 30, 2015, the Rakuten Group changed the 

segment name “Internet Finance” to “FinTech.” This is to reflect the global spread of the term FinTech, 

a fusion of finance and (Internet) technology, which the Group has been working on since 2003. 

 

 (Non-GAAP)   
  (Millions of yen) 

 
Fiscal year ended 

December 31, 2014 
Fiscal year ended  

December 31, 2015 Amount Change 
YoY 

% Change 
 YoY 

   

Revenue 598,565 713,555 114,990 19.2 % 

Non-GAAP Operating Income 118,092 152,153 34,061 28.8 % 
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ii) Reconciliation of IFRS Operating Income to Non-GAAP Operating Income 

For the fiscal year ended December 31, 2015, amortization of intangible assets of ¥8,322 million, up 

31.5% year-on-year, and stock-based compensation expense of ¥6,088 million, up 163.0% year-on-

year, were deducted for Non-GAAP operating income. Head office relocation-related expense of ¥4,171 

million and impairment of goodwill and intangible assets of ¥38,883 million was recognized as a one-off 

item. One-off items of ¥3,053 million recognized for the same period of the previous fiscal year include 

provision related to overseas subsidiaries, impairment of goodwill and intangible assets, and reversal of 

provision accompanying revisions to tax acts and others. 

 

                                                                        (Millions of yen) 

 
Fiscal year ended 

December 31, 2014 
 

Fiscal year ended  
December 31, 2015 

 
Amount Change 

YoY 
% Change 

 YoY 
   

Non-GAAP operating 
income 

118,092 152,153 34,061 28.8 % 

Amortization of intangible 
assets (PPA) 

(6,327) (8,322) (1,995) 31.5 % 

Stock based compensation (2,315) (6,088) (3,773) 163.0 % 

One-off items (3,053) (43,054) (40,001) 1,310.2 % 

Operating Income 106,397 94,689 (11,708) (11.0 %) 

 

iii) Business Results for the Fiscal year ended December 31, 2015 (IFRS basis) 

The Rakuten Group recorded revenue of ¥713,555 million, up 19.2% year-on-year, operating income 

of ¥94,689 million, down 11.0% year-on-year as adversely affected by one-off items, and net income 

attributable to owners of the parent company of ¥44,436 million, down 37.1% year-on-year, for the 

fiscal year ended December 31, 2015. 

 

(IFRS) 
(Millions of yen) 

 
Fiscal year ended 

December 31, 2014 
Fiscal year ended  
December 31, 2015 

Amount Change 
YoY 

% Change 
 YoY 

Revenue 598,565 713,555 114,990 19.2% 

Operating income 106,397 94,689 (11,708) (11.0%) 

Net income 

attributable to owners of  
the parent company 

70,614 44,436 (26,178) (37.1%) 

 

iv) Segment Information 

Business results for each segment are as follows: 

 

Internet Services 

 In the Internet Services segment for the fiscal year ended December 31, 2015, the Rakuten Group 

actively worked on strategies to open up the Rakuten ecosystem, enhanced services for smart devices, 

promoting marketing which utilizes big data, implementing measures to improve user satisfaction, and 

enhancing services for overseas consumers among other initiatives in its core domestic e-commerce 

services. As a result of these initiatives, domestic e-commerce services revenue was robust with 7.8% 

year-on-year increase. In travel reservation services, strong demand was seen in domestic travels, car 

rental, and inbound services (services for reservations directed from foreign language websites). In 
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overseas e-commerce services, Ebates Inc. (“Ebates”), which became a subsidiary in October 2014, 

contributed significantly to the growth of performance. For contents services, strict cost controls and 

contribution by OverDrive Holdings in addition to continued strategic investments for future profit growth 

led to improvement in performance. The Rakuten Group is investing in businesses with new 

technologies and innovative business models, and records unrealized gains on stocks for such 

investments.  

As a result, revenue for the segment rose to ¥440,744 million, a 21.5% year-on-year increase. While 

upfront investments are continued to be made in future growth fields, profit from existing businesses 

have grown steadily, resulting in segment profit of ¥99,508 million, a 45.4% year-on-year increase. 

 

 (Millions of yen) 

 
Fiscal year ended 

December 31, 2014 
Fiscal year ended 

December 31, 2015 
Amount Change 

YoY 
% Change 

 YoY 

Segment Revenue 362,751 440,744 77,993 21.5% 

Segment Profit 68,437 99,508 31,071 45.4% 

 

FinTech 

In the FinTech segment for the fiscal year ended December 31, 2015, shopping transaction value 

grew by 20.2% year-on-year in credit card related services due to a growth in Rakuten Card 

membership. Moreover, solid growth in revolving balances resulted in a rise in income including 

commission income. A significant profit increase was achieved as a result of the application of IFRS 15 

(Note 2) in addition to steady revenue growth. In banking services, profits continued to grow due to an 

increase in interest income from loans with expanding loan balances and the effect of improvement in 

cost efficiency. In securities services, despite the impact of changing market conditions, domestic stock 

trading value was solid, and profits continued to grow steadily with an increase in foreign exchange 

margin transaction volume resulting from volatile foreign exchange market. 

As a result of the above, the FinTech segment recorded ¥275,136 million in revenue, a 16.3% year-

on-year increase, while segment profit was ¥63,899 million, a 29.1% year-on-year increase. 

 

(Millions of yen) 

 
Fiscal year ended 

December 31, 2014 
Fiscal year ended 

December 31, 2015 
Amount Change 

YoY 
% Change 

 YoY 

Segment Revenue 236,520 275,136 38,616 16.3% 

Segment Profit 49,496 63,899 14,403 29.1% 

(Note 2) For details on IFRS 15, see page 32: 4. Consolidated Financial Statements, (6) Notes to the 

summary of consolidated financial statements, (Changes in accounting policies). 

 

Others 

In the Others segment for the fiscal year ended December 31, 2015, the Group conducted 

aggressive sales activities such as TV advertising and sales campaigns at the storefront with the aim of 

increasing the number of new subscribers of the MVNO (Mobile Virtual Network Operator) services, 

Rakuten Mobile. The success of these measures contributed to a significant increase in revenue. In 

VIBER MEDIA LTD. (“Viber”), a messaging and VoIP services provider which became a consolidated 

subsidiary in March 2014, strategic investments were continued for its future growth and a consistent 

growth was seen in the number of user IDs. In professional sports division, profits from the transfer 

associated with the transfer of a key player in the previous fiscal year was absent. 
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As a result, revenue for the segment was ¥52,092 million, a 22.7% year-on-year increase, while 

segment loss was ¥8,599 million (compared with segment profit of ¥191 million for the same period of 

the previous fiscal year). 

(Millions of yen) 

 
Fiscal year ended 

December 31, 2014 
Fiscal year ended 

December 31, 2015 
Amount Change 

YoY 
% Change 

 YoY 

Segment Revenue 42,445 52,092 9,647 22.7% 

Segment Profit 191 (8,599) (8,790) －% 

 

v) Outlook for the Coming Year 

 

The outlook for each segment is as follows. 

 

<Internet Services> 

In line with the global expansion of the e-commerce market, the Group’s domestic e-commerce 

services will keep making upfront investments for improving customer satisfaction so as to accelerate 

growth of gross merchandise sales as well as revenue. 

In the overseas e-commerce services and content area, revenue is expected to increase thanks to 

factors including further growth of Ebates and OverDrive Holdings, and we will aim for an improvement 

in operating income and loss related to such items. 

 

<FinTech> 

In credit card and related services, we will strengthen the marketing initiatives aimed at expansion of 

market share and promotion of group synergy, and strive to achieve further growth of shopping 

transaction value. In banking services, solid profit is expected in line with an increase in assets. 

Meanwhile, it is difficult to make a forecast for securities services due to the substantial impact of stock 

market conditions. 

 

<Others> 

Rakuten will continue to make strategic investments for future growth in MVNO service “Rakuten 

Mobile,” mobile messaging service “Viber,” etc. As a result, increase in revenue is expected. 

 

Office relocation of the Rakuten Group was completed in the current fiscal year, and one-off 

expenses of ¥4,171 million was recorded.  
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(2) Analysis Concerning Financial Position 

 

 i) Assets, Liabilities, and Net Assets 

Assets 

Total assets at December 31, 2015 amounted to ¥4,269,953 million, an increase of ¥589,258 million 

from ¥3,680,695 million at the end of the previous fiscal year. Primary factors were ¥140,934 million 

increase in loans for credit card business, ¥122,167 million increase in loans for banking business, 

¥100,731 million increase in investment securities, ¥72,394 million increase in cash and cash 

equivalents, and ¥37,234 million increase in other assets. 

 

Liabilities 

Total liabilities at December 31, 2015 were ¥3,605,940 million, an increase of ¥353,331 million from 

¥3,252,609 million at the end of the previous fiscal year. Primary factors were increases of ¥229,589 

million in deposits for banking business and ¥59,268 million in bonds and borrowings. 

 

Equity 

Equity at December 31, 2015 was ¥664,013 million, an increase of ¥235,927 million from ¥428,086 

million at the end of the previous fiscal year. Primary factors were a ¥182,135 million increase in 

common stock and capital surplus as a result of the public offering and other factors, and a ¥52,038 

million increase in retained earnings resulting from factors including ¥44,436 million of net income 

attributable to owners of the parent company recorded during the fiscal year ended December 31, 2015. 

 

ii) Cash Flows 

Cash and cash equivalents at December 31, 2015 was ¥501,029 million, an increase of ¥72,394 

million from the end of the previous fiscal year. Among these, deposits with the Bank of Japan for 

banking business was ¥348,074 million, an increase of ¥101,663 million from the end of the previous 

fiscal year. Cash flow conditions and their major factors for the fiscal year ended December 31, 2015 

are as follows. 

 

Net cash flows from operating activities 

Net cash flows from operating activities for the fiscal year ended December 31, 2015 resulted in a 

cash inflow of ¥78,245 million (compared with a cash inflow of ¥111,860 million for the previous fiscal 

year). Primary factors included cash outflows of ¥140,933 million for an increase in loans for credit card 

business and cash outflows of ¥122,167 million for an increase in loans for banking business, which 

were offset by cash inflows of ¥229,626 million for an increase in deposits for banking business and 

¥91,987 million for income before income tax. 

 

Net cash flows used in investing activities 

Net cash flows used in investing activities for the fiscal year ended December 31, 2015 resulted in a 

cash outflow of ¥224,078 million (compared with a cash outflow of ¥261,085 million for the previous 

fiscal year). Primary factors included net cash outflows of ¥62,044 million for purchase and sales of 

investment securities (a cash outflow of ¥69,706 million for purchase of investment securities and a 

cash inflow of ¥7,662 million for proceeds from sales and redemption of investment securities), a cash 

outflow of ¥60,607 million for acquisition of subsidiaries, net cash outflows of ¥34,634 million for 

purchase and sales of investment securities for banking business (a cash outflow of ¥378,355 million 

for purchase of investment securities for banking business and a cash inflow of ¥343,721 million for 
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proceeds from sales and redemption of investment securities) and a cash outflow of ¥34,560 million for 

purchase of intangible assets. 

 

Net cash flows from financing activities 

Net cash flows from financing activities for the fiscal year ended December 31, 2015 resulted in a 

cash inflow of ¥221,831 million (compared with a cash inflow of ¥189,512 million for the same period of 

previous fiscal year). Primary factors were cash inflows of ¥182,550 million resulting from issuance of 

common stock associated with the public offering and others and ¥92,521 million for net proceeds from 

long-term debt (a cash inflow of ¥158,352 million for proceeds from long-term debt and a cash outflow 

of ¥65,831 million for repayment of long-term debt). 

 

 (Reference) Cash Flows Index 
 

 

 

 

 

 

 

 

 

 

(Notes) 

1. Ratio of total equity attributable to owners of the parent company to total assets: total equity 

attributable to owners of the parent company/total assets 

2. Ratio of total equity attributable to owners of the parent company to market capitalization: aggregate 

market value of shares/total assets 

3. Ratio of cash flows to interest-bearing liabilities: interest-bearing liabilities/cash flows 

4. Interest coverage ratio: cash flows/interest payments 

(1) All ratios were calculated using consolidated financial figures. 

(2) Market capitalization is calculated as the market value of shares at the end of the year     

multiplied by the total number of shares issued and outstanding at the end of the year. 

(3) “Cash flow” stands for cash flows from operating activities. 

 

 

(3) Policy Concerning Decisions on Dividends of Surplus and Dividend Forecast 

 

With the aim of providing shareholders with returns in excess of capital cost, while targeting to 

maximize the shareholder value, the Group makes management decisions with attention paid to the 

medium- to long-term maintenance and enhancement of consolidated return on equity (ROE). The 

Company’s basic policy for shareholder return is to return profits with due consideration to ensuring 

sufficient internal reserves for the purpose of stabilizing investment funds and financial base with a view 

to the medium- to long-term growth, and have been increasing or maintaining our dividend per share at 

a constant level. With respect to the required level of shareholders’ equity, the Company’s basic 

philosophy is as follows. 

 

- Prepare a financial basis sound enough for the Company to capture growing business 

opportunities promptly and accurately  

-   Ensure sufficiency in comparison with risks associated with business activities and assets 

- Maintain the level of financial rating required for conducting financial business, while sustaining 

the level of shareholders equity in compliance with regulatory requirements 

 

Purchase of treasury stock is being considered as an option of financial measures for the purpose of 

 FY2014 FY2015 

Ratio of total equity attributable to owners 
of the parent company to total assets (%) 

11.5 15.5 

Ratio of total equity attributable to owners of 
the parent company to market capitalization 
(%) 

60.5 46.8 

Ratio of cash flows to interest- bearing    
liabilities (X) 

5.3 8.3 

Interest coverage ratio (X) 60.6 32.5 
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flexibly addressing the changes in the business environment and contributing to the enhancement of 

shareholder value. 

 

For the current fiscal year, the Company decided to pay dividend of ¥4.5 per share (¥4.5 per share 

for the previous fiscal year) at the Meeting of the Board of Directors held on February 12, 2016, in 

accordance with the aforementioned basic policy. 

 

(Reference) Trends in dividend per share (after adjustment for the share split) 

 

Fiscal year 

ended 

December 31, 

2011 

Fiscal year 

ended 

December 31, 

2012 

Fiscal year 

ended 

December 31, 

2013 

Fiscal year 

ended 

December 31, 

2014 

Fiscal year 

ended 

December 31, 

2015 

Dividend per share (yen) 2.50 3.00 4.00 4.50 4.50 

 (Note) The Company conducted a 100 for one share split of its common stock on July 1, 2012.  

 

(Reason for difficulty in making a dividend forecast) 

The company’s policy to maintain stable dividends runs alongside our desire to retain sufficient 

income to build the reserves needed to develop our operations and maintain a sound financial structure. 

Allowing for flexible judgment in the fiscal year ending December 31, 2016, a dividend forecast is not 

provided. 
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2. Management Policies 

(1) Basic Management Policy 

Our basic business philosophy calls for the empowerment of individuals and society through the 

Internet. We contribute to social innovation and enrichment by creating growth opportunities for as many 

people as possible through the provision of services that ensure a high standard of satisfaction for both 

users and partner enterprises. Through these activities, we aim to maximize shareholders’ value and 

corporate value of the Rakuten Group, and to become the world’s foremost Internet service company. 

 

(2) Targets for Financial Indicators 

The key performance indicators (KPIs) used by the Rakuten Group include the amounts and growth 

rates for group and business unit (BU) revenue, Non-GAAP operating profit, and net income, together 

with gross transaction value (the value of transactions in goods and services), the number of Rakuten 

Group members and others. 

 

(3) Medium- to Long-Term Management Strategies 

At the heart of the basic management strategy of the Rakuten Group is a business model known as 

the “Rakuten Eco-System,” which is based on the provision of a wide range of Internet services to 

users, especially Rakuten members. With this Rakuten Eco-System, we have created an environment 

in which members worldwide can continuously surf between multiple services, including e-commerce 

transactions, digital contents, and financial services. Our goal is to achieve synergistic benefits that 

include the maximization of the lifetime value of each member and minimization of customer acquisition 

cost. 

In order to bring the company to a higher growth plain by achieving these goals, we will improve 

customer satisfaction for our existing lineup of services and proactively develop new service offerings 

including enhanced services for smart devices, digital contents services, and telecommunications 

services. We will also proceed with effective marketing programs for building user loyalty, such as ones 

that make use of Rakuten Super Points and big data. Through these initiatives, we will strive to build a 

corporate brand that will be trusted by our stakeholders. 

Amid the global expansion of the Group’s business and in order to promptly respond to the changes 

in volatile business environment in the Internet-related businesses, we strive to enhance the speed and 

quality of management through disseminating among all officers and employees the “Rakuten Shugi” 

(Rakuten principles) which defines the corporate philosophy, values and code of conduct of the 

Rakuten Group, and business strategies. Furthermore, we will endeavor to develop global human 

resources, and to strengthen corporate governance as well as risk management systems. 

Through the growth of the Rakuten Group over the medium- to long-term future, Rakuten aims not 

only to energize communities in Japan and other countries where it is active but also to contribute to 

economic prosperity in Japan and globally.  

 

(4) Challenges 

The Internet sector is expected to undergo continued rapid expansion. The challenge for the 

Rakuten Group is to build structures capable of supporting sustainable long-term growth in that 

environment, reacting according to changes of business environment. 

 

i) Management structure 

Rakuten Shugi (Rakuten principles) defines the corporate philosophy of the Rakuten Group 

together with its values and code of conduct. We will make sure that these principles are assimilated 

by executives and employees in Japan and overseas as we enhance our business speed and quality. 

Furthermore, we will strengthen governance through expanding the functions of our regional 

headquarters in accordance with globalization of our businesses, strengthening of our risk 

management system and business management structure, and developing human resources. Through 

these initiatives, we will strive to build a corporate brand that will be trusted by our stakeholders. 
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ii) Business strategy 

At the heart of the basic management strategy of the Rakuten Group is a business model known as 

the “Rakuten Eco-System,” which is based on the provision of a wide range of Internet services to 

users, especially Rakuten members, both domestically and internationally. With this Rakuten Eco-

System, we have created an environment in which members worldwide can continuously surf between 

multiple services, including e-commerce transactions, digital contents, and financial services. Our goal 

is to achieve synergistic benefits that include the maximization of the lifetime value of each member 

and minimization of customer acquisition cost. Furthermore, taking into account factors such as the 

characteristics of our businesses and the market environment, and from the viewpoint of business 

portfolio, we will concentrate management resources on fields where medium- to long-term growth is 

expected. 

 

1) Internet services 

 In Internet Services, particularly e-commerce and travel, we will aim to create new markets together 

with our business partners, through various measures for improving customer satisfaction, strategies to 

open up the Rakuten ecosystem, and enhancing services for smart devices (smart phones and tablet 

devices), in addition to the utilization of big data. 

. 

2) FinTech 

By offering financial services in such areas as credit cards, net banking and online securities, 

we aim to create a more robust Rakuten Eco-System business model in which Rakuten members can 

enjoy one-stop access to a multitude of services, thereby growing these services even more through 

group synergies. In addition, we seek to offer users new value through the further integration of finance 

(Fin) and Internet technology (Tech) 

 

 3) Digital contents services 

We will aim to provide greater value to our users through new digital contents services including our 

e-book services and video streaming services. 

 

4) Telecommunications services 

Through a messaging application developed by Viber the Group acquired and telecommunications 

services such as mobile virtual network operator (MVNO) services, we will pursue the expansion of 

membership base of the Rakuten Eco-System as well as further improvement in user friendliness. 

 

iii) Development of technology 

In order to ensure stable and efficient operations, we will aim to build a globally unified platform. 

Moreover, we will promote research and development related to foundation of analysis and 

methodology for data sets including big data and build a system that easy to use for our users. We will 

strengthen our development organization, including overseas development centers, with the aim of 

building a reputation for Rakuten as a company with unique, world-class technology. 

 

 

3. Basic Policy on the Selection of Accounting Standards 

The Group has adopted International Financial Reporting Standards (IFRS) from Fiscal 2013, for the 

purpose of enhancing comparability with the financial information of overseas companies in the same 

industry, expanding the scope of financing options, and unification of accounting treatment across the 

Group. 
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4. Consolidated Financial Statements (Summary) 

(1) Consolidated Statement of Financial Position (Summary) 

 

   (Millions of Yen) 

 
As of 

December 31, 2014 

As of 

December 31, 2015 

（Assets）     

  Cash and cash equivalents  428,635  501,029 

  Accounts receivable - trade  88,871  104,011 

  Financial assets for securities business  1,110,888  1,109,299 

  Loans for credit card business  692,886  833,820 

  Investment securities for banking business  222,297  257,769 

  Loans for banking business  321,877  444,044 

  Investment securities for insurance business  12,205  15,308 

  Derivative assets  13,927  21,312 

  Investment securities  50,506  151,237 

  Other financial assets  144,283  161,640 

  Investments in associates and joint ventures  8,932  16,912 

  Property, plant and equipment  34,811  48,442 

  Intangible assets  490,679  514,752 

    Deferred tax assets  35,006  28,252 

  Other assets  24,892  62,126 

 Total assets  3,680,695  4,269,953 
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   (Millions of Yen) 

 
As of 

December 31, 2014 

As of 

December 31, 2015 

Liabilities     

  Accounts payable - trade  137,042  162,606 

  Deposits for banking business  1,137,195  1,366,784 

  Financial liabilities for securities business  995,141  987,244 

  Derivative liabilities  11,769  10,623 

  Bonds and borrowings  589,927  649,195 

  Other financial liabilities  242,616  268,448 

  Income taxes payable  27,129  24,718 

  Provisions  43,969  54,129 

  Policy reserves and others for insurance    
business 

 19,847  21,635 

  Deferred tax liabilities  12,437  20,417 

Other liabilities  35,537  40,141 

 Total liabilities  3,252,609  3,605,940 

Equity     
 Equity attributable to owners of the parent    

company 
    

  Common stock  111,602  203,588 

  Capital surplus  118,528  208,677 

  Retained earnings  124,796  176,834 

    Treasury stock  (3,649)  (3,627) 

  Other components of equity  70,285  76,572 

  Total equity attributable to owners of the    
parent company 

 421,562  662,044 

 Non-controlling interests  6,524  1,969 

 Total equity  428,086  664,013 

Total liabilities and equity  3,680,695  4,269,953 
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(2) Consolidated Statements of Income and Comprehensive Income (Summary) 

Consolidated Statement of Income (Summary) 

(For the fiscal years ended December 31, 2014 and 2015) 

  (Millions of yen) 

 

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 2014) 

Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 2015) 

Continuing Operations     

 Revenue  598,565  713,555 

 Operating expenses  491,279  601,001 

 Other income  6,724  26,991 

Other expenses 
Impairment Loss 

 
5,312 

2,301                                                   
   

6,721 

38,135 

 Operating income  106,397  94,689 

 Financial income  230  108 

 Financial expenses  2,986  3,796 

 Share of income of associates      
and joint ventures 

 604  986 

 Income before income tax  104,245  91,987 

 Income tax expense  33,142  47,707 

 Net income  71,103  44,280 

 

Net income attributable to:     

 Owners of the parent company  70,614  44,436 

  Non-controlling interests  489  (156) 

 Net income  71,103  44,280 

 

(Yen) 

Earnings per share attributable to     
owners of the parent company 

    

 Basic  53.47  32.33 

 Diluted  53.15  32.09 
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Consolidated Statement of Comprehensive Income (Summary) 

(For the fiscal years ended December 31, 2014 and 2015) 

  (Millions of yen) 

 

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 
2014) 

Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 
2015) 

Net income  71,103  44,280 

     

Other comprehensive income     

Items that will not be reclassified to net income     

 Gains (losses) on financial assets measured at  
fair value through other comprehensive income 

 
19,200 

 
22,603 

 Income tax effect of gains and losses on       
 financial assets measured at fair value through 
 other comprehensive income 

 
(7,160) 

 
(4,948) 

 Share of other comprehensive income of        
associates and joint ventures 

 
4 

 
13 

 Total items that will not be reclassified to net   
 income 

 
12,044 

 
17,668 

Items that will be reclassified to net income     

 Foreign currency translation adjustments  40,876  (10,713) 

  Gains (losses) on cash flow hedges recognized 
 in other comprehensive income 

 
2,002 

 
(458) 

  Income tax effect of gains or losses on cash   
 flow hedges recognized in other comprehensive
 income 

 
(767) 

 
133 

  Gains (losses) on cash flow hedges reclassified 
 from other comprehensive income to net      
income 

 
284 

 
551 

   Income tax effect of gains or losses on cash   
 flow hedges reclassified from other            
 comprehensive income to net income 

 
(110) 

 
(190) 

  Portion of gains or losses on effective cash flow
 hedges reclassified from other comprehensive 
 income to a direct adjustment of the carrying 
 amount of the hedged item 

 

(2,597) 

 

－ 

   Income tax relating to the portion of gains or   
 losses on effective cash flow hedges          
 reclassified from other comprehensive income to
 a direct adjustment of the carrying amount of  
 the hedged item 

   Share of other comprehensive income of    ass
ociates                  

 
          
           

987 
 
 
 
 

－ 

 

－ 
 
 
 
 

(155) 

 Total items that will be reclassified to net income  40,675  (10,832) 

 Other comprehensive income, net of tax  52,719  6,836 

     

Comprehensive income  123,822  51,116 

 

Comprehensive income attributable to:     

 Owners of the parent company  123,319  51,263 

 Non-controlling interests  503  (147) 

 Comprehensive income  123,822  51,116 
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(3) Consolidated Statement of Changes in Equity (Summary)   

  (Millions of yen) 

 
Common 

stock 

Capital 

surplus 

Retained 

earnings 

Treasury 

stock 

Other components of equity 

Total equity 

attributable 

to owners of 

the parent 

company 

Non-

controlling 

interests 

Total 

equity 

Foreign 

currency 

translation 

adjustments 

Financial 

instruments 

measured at 

fair value 

through other 

comprehensive 

income 

Cash 

flow 

hedges  

Total other 

components 

of equity 

As of January 1, 2014 109,530 116,555 61,226 (3,649) 10,491 6,231 (321) 16,401 300,063 6,391 306,454 

Comprehensive income            

Net income － － 70,614 － － － － － 70,614 489 71,103 

Other comprehensive income, 

net of tax 
－ － － － 40,863 12,043 (201) 52,705 52,705 14 52,719 

Total comprehensive income － － 70,614 － 40,863 12,043 (201) 52,705 123,319 503 123,822 

Transactions with owners            

Contributions by and 

distributions to owners 
           

Issuance of common stock 2,072 2,071  － － － － － －  4,143 

Cash dividends paid － － (5,271) － － － － － (5,271) － (5,271) 

Reclassification from other 

components of equity to 

retained earnings 

－ － (1,179)   1,179  1,179 －  － 

Others  1,159 (594)      565  565 

Total contributions by and 

distributions to owners 
2,072 3,230 (7,044) － － 1,179 － 1,179 (563) － (563) 

Changes in ownership 

interests in subsidiaries 
           

Issuance of common stock － － － － － － － － － 132 132 

Acquisitions and disposals of 

non-controlling interests 
－ (1,190) － － － － － － (1,190) (531) (1,721) 

Others － (67) － － － － － － (67) 29 (38) 

Total changes in ownership 

interests in subsidiaries 
－ (1,257) － － － － － － (1,257) (370) (1,627) 

Total transactions with owners 2,072 1,973 (7,044) － － 1,179 － 1,179 (1,820) (370) (2,190) 

As of December 31, 2014 111,602 118,528 124,796 (3,649) 51,354 19,453 (522) 70,285 421,562 6,524 428,086 

As of January 1, 2015            

Cumulative effects of changes in 

accounting policies 
－ － 13,244 － － － － － 13,244 103 13,347 

Adjusted balance 111,602 118,528 138,040 (3,649) 51,354 19,453 (522) 70,285 434,806 6,627 441,433 

Comprehensive income            

Net income － － 44,436 － － － － － 44,436 (156) 44,280 

Other comprehensive income 

net of tax 
－ － － － (10,877) 17,668 36 6,827 6,827 9 6,836 

Total comprehensive income － － 44,436 － (10,877) 17,668 36 6,827 51,263 (147) 51,116 

Transactions with owners            

Contributions by and 

distributions to owners 
           

Issuance of common stock 91,986 91,986 － － － － － － 183,972 - 183,972 

Direct expenses related to 

issuance of common stock 
－ (781) － － － － － － (781)  (781) 

Cash dividends paid － － (5,952) － － － － － (5,952)  (5,952) 

Reclassification from other 

components of equity to 

retained earnings 

－ － 540 － － (540)  (540) －  － 

Others － 3,900 (230) 22 － －  － 3,692  3,692 

Total contributions by and 

distributions to owners 
91,986 95,105 (5,642) 22 － (540) － (540) 180,931 － 180,931 

Changes in ownership 

interests in subsidiaries 
           

Issuance of common stock          20 20 

Acquisitions and disposals of 

non-controlling interests 
－ (4,955) － － － － － － (4,955) (1,701) (6,656) 

Others － (1) － － － － － － (1) (2,830) (2,831) 

Total changes in ownership 

interests in subsidiaries 
－ (4,956) － － － － － － (4,956) (4,511) (9,467) 

Total transactions with owners 91,986 90,149 (5,642) 22 － (540) － (540) 175,975 (4,511) 171,464 

As of December 31, 2015 203,588 208,677 176,834 (3,627) 40,477 36,581 (486) 76,572 662,044 1,969 664,013 
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 (4) Consolidated Statement of Cash Flows (Summary) 

(Millions of Yen) 
          

 

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 
2014) 

Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 
2015) 

Cash flows from operating activities    

 Income before income tax  104,245 91,987 

 Depreciation and amortization  30,140 40,122 

 Impairment Loss 

Other loss (income) 
 

2,301 

(658) 

38,135 

(12,498) 

 Increase in operating receivables  (1,901) (11,475) 

 Increase in loans for credit card business   (148,572) (140,933) 

 Increase in deposits for banking business  177,383 229,626 

 Decrease (Increase) in call loans for banking 
business  

 15,000 5,000 

 Increase in loans for banking business  (82,060) (122,167) 

 Increase in operating payables  17,917 22,692 

 Decrease (increase) in financial assets for 
securities business  

 132,864 38,306 

 Increase (decrease) in financial liabilities for 
securities business  

 (106,851) (44,128) 

 Others  20,476 (5,846) 

 Income tax paid  (48,424) (50,576) 

 Net cash flows from operating activities  111,860 78,245 

Cash flows from investing activities    

 Increase in restricted deposits  (20,138) (6,062) 

 Increase in time deposits  (11,187) (14,785) 

 Decrease in time deposits  8,162 12,439 

 Purchase of property, plant and equipment  (9,959) (19,688) 

 Purchase of intangible assets  (26,783) (34,560) 

 Acquisition of subsidiaries  (174,469)  (60,607) 

 Purchase of investment securities for banking 
business 

 (365,787)  (378,355) 

 Proceeds from sales and redemption of 
investment securities for banking business 

 342,090 343,721 

 Purchase of investment securities for insurance 
business 

 (8,522) (6,795) 

 Proceeds from sales and redemption of 
investment securities for insurance business 

 6,596 3,821 

 Purchase of investment securities  (8,845) (69,706) 

 Proceeds from sales and redemption of 
investment securities 

 12,907 7,662 

 Other payments  (13,396) (10,397) 

 Other proceeds  8,246 9,234 

 Net cash flows used in investing activities  (261,085) (224,078) 

Cash flows from financing activities     

 Proceeds from issuance of common stock  3,169 182,550 

 Net increase (decrease) in short-term 
borrowings 

 8,126 (1,597) 

 Increase (decrease) in commercial papers   (10,300) (32,500) 

 Proceeds from long-term debt  251,860 158,352 

 Repayment of long-term debt  (82,817) (65,831) 

 Proceeds from issuance of bonds  29,828 － 

 Cash dividends paid  (5,251) (5,952) 

 Others  (5,103) (13,191) 

 Net cash flows from financing activities         189,512  221,831 
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(Millions of Yen) 
 
 

         

 

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 
2014) 

Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 
2015)   

        

Effect of change in exchange rates on cash and 
cash equivalents 

 4,340 (3,604)  

Net increase in cash and cash equivalents  44,627 72,394 

Cash and cash equivalents at the beginning of the 
year 

 384,008   428,635 

Cash and cash equivalents at the end of the year  428,635 501,029 
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(5) Assumptions for going concern 

No items to report 

(6) Notes to the summary of consolidated financial statements 

Basis of preparation 

The Rakuten Group’s summary of consolidated financial statements meets the requirements set 

out under Article 1-2 of the Rules on Terminology, Formats and Compilation Methods of Consolidated 

Financial Statements under which the Rakuten Group is qualified as a “specified company” and duly 

prepares such summary under IFRS based on the provisions of Article 93 of the Rules on Consolidated 

Financial Statements.  

 

Significant accounting policies 

  

(1) Basis of Consolidation 

1) Subsidiaries 

A subsidiary is an entity (including structured entities) that is controlled by the Group Companies. 

The Group Companies control an entity when they are exposed, or have rights, to variable returns from 

involvement with the entity and have the ability to affect those returns through power over that entity. The 

existence and effect of potential voting rights that are currently exercisable or convertible are considered 

when assessing whether the Group Companies control another entity or not. Between the date of 

obtaining control and the date of losing control, the consolidated financial statements of the Group 

Companies include the financial statements of each controlled subsidiary. 

The Group Companies apply the acquisition method to account for business combinations. The 

consideration transferred for the acquisition of a subsidiary is the fair value of the assets transferred, the 

liabilities incurred by the Group Companies to the former owners of the acquiree and the equity interests 

issued by the Group Companies. The consideration transferred includes the fair value of any asset or 

liability resulting from a contingent consideration arrangement. Acquisition-related costs incurred by the 

Group Companies, such as agent commissions, legal fees, due diligence costs, other professional fees 

and other consulting costs, are recognized as expenses in the period in which they are incurred. 

Identifiable assets acquired and liabilities assumed in a business combination are measured initially at 

their fair value at the acquisition date. The acquisition date is the date when control is transferred to the 

acquirer. Judgments may be required in deciding the acquisition date and whether control is transferred 

from one party to another. Further, the Group Companies recognize any non-controlling interest in the 

acquiree that are present ownership interests and entitle their holders to a proportionate share of the 

acquiree’s net assets in the event of liquidation, on an acquisition-by-acquisition basis, either at fair value 

or at the non-controlling interest’s proportionate share of the recognized amounts of acquiree’s identifiable 

net assets. 

Goodwill is initially measured as the excess of the aggregate of the consideration transferred, the 

fair value of non-controlling interest and the fair value of any pre-existing interest in the acquiree at the 

acquisition date over the net identifiable assets acquired and liabilities assumed. Whereas if the 

aggregate of the consideration transferred, the fair value of non-controlling interest in the acquiree and 

the fair value of pre-existing interest in the acquiree at the acquisition date is lower than the fair value of 

the net assets of the subsidiary acquired, the difference is recognized in the consolidated statement of 

income as a bargain purchase transaction. 

Changes in the ownership interest in subsidiaries are accounted for as equity transactions if the 

Group Companies retain control over the subsidiaries. Any difference between the adjustment to the non-

controlling interests and the fair value of the consideration transferred or received is recognized directly in 

equity attributable to owners of the Company. 

Intercompany balances and transactions are eliminated in consolidation. Unrealized gains or  

losses included in assets resulting from transactions within the Group Companies are also eliminated. 

The financial statements of each subsidiary are adjusted, if necessary, to comply with the accounting 

policies of the Group Companies. 
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2) Associates and Joint Arrangements 

Associates are entities over which the Group Companies have significant influence but do not 

have control over the financial and operating policies of such entities. Significant influence is presumed to 

exist when the Group Companies hold 20% to 50% of the voting power of another entity. The factors 

considered in determining whether or not the Group Companies have significant influence include 

representation on the board of directors. The existence of these factors can lead to the determination that 

the Group Companies have significant influence, even though the investment of the Group Companies is 

less than 20% of the voting stock. 

Joint control is the contractually agreed sharing of control of an arrangement, which exists only 

when decisions about the activities that have significant influence on variable returns from arrangements 

require the unanimous consent of the parties sharing control. Investments in a joint arrangement are 

classified as a joint operation or a joint venture depending upon the rights and obligations of the parties to 

the arrangement. A joint operation is a joint arrangement whereby parties that have joint control of the 

arrangement have rights to the assets, and obligations for the liabilities, relating to the arrangement. A 

joint venture is a joint arrangement whereby parties that have joint control of the arrangement have rights 

to the net assets of the arrangement. 

Investments in associates and joint ventures are accounted for using the equity method, except 

where they are classified as assets held for sale in accordance with IFRS 5 “Non-current Assets Held for 

Sale and Discontinued Operations” and accordingly accounted for in accordance with IFRS 5. 

The Group Companies’ share of the operating results of associates and joint ventures is 

adjusted to conform to the accounting policies of the Group Companies, and is reported in the 

consolidated statement of income as “Share of income of associates and joint ventures”. The Group 

Companies’ share of investees’ gains or losses resulting from intercompany transactions is eliminated on 

consolidation. Under the equity method of accounting, the investment of the Group Companies in 

associates and joint ventures are initially recorded at cost, and subsequently increased (or decreased) to 

reflect both the Group Companies’ share of the post-acquisition net income and other movements 

included directly in equity of the associates and joint ventures. 

Goodwill arising on the acquisition of associates or joint ventures is included in the carrying 

value of the investment, and the Group Companies carry out any impairment testing on the entire interest 

in an associate. The Group Companies assess whether there is any objective evidence that the 

investments in associates and joint ventures are impaired at each reporting date. If there is any objective 

evidence of impairment, an impairment test is performed by comparing the investment’s recoverable 

amount, which is the higher of its value in use or fair value less costs of disposal, with its carrying amount. 

An impairment loss recognized in prior periods is only reversed if there has been a change in the 

estimates used to determine the investment’s recoverable amount since the last impairment loss was 

recognized. The impairment loss is reversed to the extent that the carrying amount of the investment 

equals the recoverable amount. 

For investments in joint operations, the Group Companies recognize their share of the revenues, 

expenses, assets and liabilities of each joint operation. 

 

(2) Business Combinations 

The Group Companies use the acquisition method to account for business combinations. In 

accordance with the recognition principles of IFRS 3 “Business Combinations,” the identifiable assets, 

liabilities and contingent liabilities of the acquiree are measured at their fair values at the acquisition date 

except: 

- Deferred tax assets or liabilities and liabilities (or assets) related to employee benefit arrangements 

are recognized and measured in accordance with IAS 12 “Income taxes” and IAS 19 “Employee 

benefits,” respectively; and liabilities related to share-based payments are recognized and 

measured in accordance with IFRS 2 “Share-based Payment;” and 

- Non-current assets and operations classified as held for sale are measured in accordance with 

IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations.” 

If the initial accounting for business combinations is incomplete by the end of the reporting period in 

which the business combinations occur, the Group Companies report provisional amounts for the items 

for which the accounting is incomplete. Those provisional amounts are retrospectively adjusted during the 
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measurement period to reflect new information obtained about facts and circumstances that existed at the 

acquisition date that, if known, would have affected the amounts recognized as of that date. Additional 

assets or liabilities are recognized if new information, if known, would have resulted in the additional 

recognition of assets or liabilities. The measurement period does not exceed one year. 

Goodwill relating to acquisitions prior to the date of transition to IFRSs is reported in accordance 

with previous accounting standards. 

 

(3) Foreign Currencies 

1) Foreign Currency Transactions 

Foreign currency transactions are translated into the functional currencies of individual foreign 

subsidiaries using the spot exchange rate at the date of the transactions. At the end of each reporting 

period, monetary assets and liabilities denominated in foreign currencies are retranslated into the 

functional currencies using the spot exchange rate at the end of each reporting period. Non-monetary 

assets and liabilities measured at fair value that are denominated in foreign currencies are retranslated 

using the spot exchange rates at the date when the fair value was determined. 

Exchange differences arising from settlement and translation of foreign currency denominated 

monetary assets and liabilities at the period end closing rate are recognized in the consolidated statement 

of income. However, when profits or losses related to non-monetary items are recognized in 

comprehensive income, any exchange differences are also recognized in other comprehensive income. 

 

2) Foreign Operations 

Assets and liabilities of foreign operations (including goodwill and fair value adjustments arising 

on the acquisition of foreign operations) are translated into Japanese yen using the spot exchange rate at 

the reporting date. Income and expenses are translated into Japanese yen at the average exchange rates 

for the period. 

Exchange differences arising from translation of financial statements of foreign operations are 

recognized in other comprehensive income. 

These differences are presented as “Foreign currency translation adjustments” in other 

components of equity. On disposal of the entire interest of foreign operations, and on the partial disposal 

of an interest which involves loss of control, significant influence or joint control, the cumulative amount of 

the exchange differences is reclassified to income as a part of gains or losses on disposal. 

 

(4) Cash and Cash Equivalents 

Cash and cash equivalents includes cash in hand, deposits held at call with banks, and other 

short-term highly liquid investments with original maturities of three months or less and insignificant risk of 

changes in value. However, short-term highly liquid investments in the banking business are excluded. 

 

(5) Financial Instruments 

1) Non-derivative Financial Assets 

The Group Companies recognize trade and other receivables at the time they arise. All other 

financial assets are recognized at the contract dates when the Group Companies become a party to the 

contractual provisions of the instrument. 

The following is a summary of the classification and measurement model of non-derivative 

financial assets. 

 

Financial Assets Measured at Amortized Cost 

Financial assets that meet the following conditions are subsequently measured at amortized cost: 

- The asset is held within the Group Companies’ business model with the objective of holding assets 

in order to collect contractual cash flows; and 

- The contractual terms of the instrument give rise on a specified date to cash flows that are solely 

payments of principal and interest on the principal amount outstanding. 

Financial assets measured at amortized cost are initially measured at fair value plus directly 

attributable transaction costs. Subsequently, the carrying amount of the financial assets measured at 

amortized cost is calculated using the effective interest method, less impairment loss when necessary. 
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Impairment of Financial Assets Measured at Amortized Cost 

For financial assets measured at amortized cost, on a quarterly basis, the Group Companies 

assess whether there is any objective evidence that financial assets are impaired. Financial assets are 

impaired and impairment losses are incurred if: 

- There is any objective evidence of impairment as a result of a loss event that occurred after the 

initial recognition of the assets and up to the reporting date; and  

- The loss event had an impact on the estimated future cash flows of the financial assets and a 

reliable estimate can be made. 

Objective evidence that a financial asset is impaired includes:  

- A breach of contract, such as a default or delinquency in interest or principal payments; 

- Extension of the collection period of a receivable under specific conditions, which would not have 

been given in the absence of such circumstances; 

- Indication of borrower’s bankruptcy; and 

- The disappearance of an active market. 

The Group Companies review the evidence of impairment for financial assets measured at 

amortized cost individually or collectively. For significant financial assets, the Group Companies assess 

the evidence of impairment individually. If it is not necessary to impair significant financial assets 

individually, the Group Companies collectively assess whether or not any incurred but not yet reported 

impairment exists. Financial assets are grouped based on similar credit risk characteristics and 

collectively assessed for impairment. 

In collectively assessing for impairment, the Group Companies adjust the impairment loss if it is 

determined that the actual loss, which reflects the current economic and credit conditions, differs from 

historical experience, estimated timing of recovery, and expected amount of loss. 

The amount of the impairment loss for financial assets is measured as the difference between 

the asset’s carrying amount and the present value of estimated future cash flows. The present value of 

the estimated future cash flows is discounted at the financial asset’s original effective interest rate. The 

carrying amount of the financial assets is reduced through the use of an allowance account and the 

amount of the loss is recognized in the consolidated statement of income. The allowance for doubtful 

accounts is written off when there is no substantial prospect of recovery and all collateral has been 

realized or has been transferred to the Group Companies. If, in a subsequent period, the amount of the 

estimated impairment loss decreases and the decrease can be objectively linked to an event occurring 

after the impairment was recognized, the impairment loss shall be reversed by adjusting the allowance 

account in the consolidated statement of income. The reversal shall not result in a carrying amount of the 

financial asset that exceeds what the amortized cost would have been had the impairment not been 

recognized at the date the impairment is reversed. 

 

Financial Assets at Fair Value through Profit or Loss (“FVTPL”) 

Financial assets other than equity instruments that do not meet the conditions for amortized cost 

are measured at fair value with gains or losses on remeasurement recognized in the consolidated 

statement of income. Those financial assets include financial assets held for trading. 

Equity investments are measured at fair value with gains or losses on re-measurement 

recognized in the consolidated statement of income unless the Group Companies make an irrevocable 

election to measure equity investments as at fair value through other comprehensive income (“FVTOCI”) 

on initial recognition. 

Financial assets measured at FVTPL are initially measured at fair value and transaction costs 

are recognized in the consolidated statement of income when they are incurred. 

 

Financial Assets at FVTOCI 

On initial recognition, the Group Companies may make an irrevocable election to measure 

investments in equity instruments as at FVTOCI. The election is made only for equity investments other 

than those held for trading. 

Financial assets measured at FVTOCI are initially measured at their fair value (including directly 

attributable transaction costs). Subsequently, they are measured at fair value, and gains and losses 
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arising from changes in fair value are recognized in other comprehensive income and presented as 

“Gains (losses) on financial assets measured at fair value through other comprehensive income” in other 

components of equity. 

However, dividends on financial assets measured at FVTOCI are recognized in the consolidated 

statement of income as “Revenue” or “Financial income.” 

 

Derecognition of Financial Assets 

The Group Companies derecognize a financial asset when the contractual rights to the cash 

flows from the asset expire, or when the Group Companies transfer the contractual right to receive cash 

flows from financial assets in transactions in which substantially all the risks and rewards of ownership of 

the asset are transferred to another entity. Any interest in transferred financial asset qualifying for 

derecognition created or retained by the Group Companies are accounted for separately. 

 

2) Non-derivative Financial Liabilities 

Debt securities issued by Group Companies are initially recognized on the issue date. All other 

financial liabilities are recognized when the Group Companies become a party to the contractual 

provisions of the instruments. 

The Group Companies derecognize financial liabilities when they are extinguished, i.e., when the 

obligation specified in the contract is discharged, cancelled or expired. 

The Group Companies classify financial liabilities as accounts payable-trade, deposits for 

banking business, financial liabilities for securities business, bonds and borrowings and other financial 

liabilities as non-derivative financial liabilities, initially measure them at fair value, and subsequently 

measure them at amortized cost using the effective interest method. 

To reduce differences substantially caused by measurement of assets or liabilities or recognition 

of income on different bases, some deposits for banking business are designated as financial liabilities at 

FVTPL. Among unrealized gains and losses arising from changes in the fair values of such financial 

liabilities, any due to changes in the credit risk of the liabilities are included in a separate component of 

net assets. 

 

3) Derivatives 

Derivatives Qualifying for Hedge Accounting 

The Group Companies enter into derivative transactions to manage fair value risk of fluctuations 

in interest rates, interest rate risk and foreign currency risk. The primary derivatives used by the Group 

Companies are interest rate swaps and foreign exchange forward contracts. 

At the initial designation of the hedging relationship, the Group Companies document the 

relationship between the hedging instrument and the hedged item, along with their risk management 

objective and strategy for undertaking the hedge, the hedging instrument, the hedged item, the nature of 

the risk being hedged, the evaluation of the effectiveness of hedging instrument in offsetting the hedged 

risk, and the measurement of ineffectiveness. 

At the inception of the hedge and on an ongoing basis, the Group Companies assess whether 

the Group Companies can forecast if the hedging instrument is highly effective in offsetting changes in fair 

value or cash flows of the hedged item attributable to the hedged risk throughout the period for which the 

hedge is designated. 

Derivatives are initially recognized at fair value with transaction costs recognized in the 

consolidated statement of income as incurred. Subsequently derivatives are measured at fair value, and 

gains and losses arising from changes in the fair value are accounted for as follows: 

 

- Fair Value Hedges 

The changes in the fair value of the hedging instrument are recognized in the consolidated 

statement of income. The gains or losses on the hedged items attributable to the hedged risks are 

recognized in the consolidated statement of income, and the carrying amounts of the hedged items are 

adjusted. 
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- Cash Flow Hedges 

When derivatives are designated as hedging instruments to hedge the exposure to variability in 

cash flows that are attributable to a particular risk associated with recognized assets or liabilities, the 

portion of the gain and loss on the derivative that is determined to be an effective hedge is presented as 

“Gains (losses) on cash flow hedges recognized in other comprehensive income” in the other 

components of equity. The balances of cash flow hedges are reclassified to income from other 

comprehensive income in the periods when the cash flows of hedged items affect income, in the same 

line items of the consolidated statement of comprehensive income as those of hedged items. The gain or 

loss relating to the ineffective portion is recognized immediately in the consolidated statement of income. 

However, in cases where hedged items designate to recognize non-financial assets or liabilities, the 

amounts recognized as other comprehensive income to the effective portion would be accounted for as 

adjustments to the initial carrying amount of non-financial assets or liabilities. 

Hedge accounting is discontinued prospectively when the hedge no longer qualifies for hedge 

accounting, or when the hedging instrument is expired, sold, terminated or exercised, or when the 

designation is revoked. 

 

Derivatives Not Qualifying for Hedge Accounting 

The Group Companies hold some derivatives for hedging purposes that do not qualify for hedge 

accounting. Derivatives may also be held for trading as opposed to hedging purposes. Any changes in fair 

value of these derivatives are recognized immediately in the consolidated statement of income. 

 

Embedded Derivatives 

Some hybrid contracts, which contain both a derivative and a non-derivative component, are 

included among the financial instruments and other contracts. In such cases, the derivative component is 

termed an embedded derivative, with the non-derivative component representing the host contract. 

Where the host contract is a financial liability, if the economic characteristics and risks of embedded 

derivatives are not closely related to those of the host contract and a separate instrument with the same 

terms as the embedded derivative would meet the definition of a derivative, and the hybrid contract itself 

is not classified as FVTPL as a financial liability, the embedded derivative is separated from the host 

contract and accounted for as a derivative. The financial liability component of the host contract is then 

accounted for in accordance with the Group Companies’ accounting policy for non-derivative financial 

liabilities. 

 

4) Presentation of Financial Instruments 

Financial assets and liabilities are offset, with the net amount presented in the consolidated 

statement of financial position, only if the Group Companies hold a currently enforceable legal right to set 

off the recognized amounts, and there is an intention to settle on a net basis or to realize the asset and 

settle the liability simultaneously. 

 

5) Financial Guarantee Contracts 

 

Financial guarantee contracts are contracts that require the guarantor to make specified 

payments to reimburse the guarantee for losses incurred due to a debtor failing to make payments when 

due in accordance with the original or modified terms of a debt instrument. 

Such financial guarantee contracts are measured initially at fair value on the date of the contract. 

Subsequent to initial recognition, the Group Companies measure the financial guarantee at the higher of 

the best estimate of expenditure required to settle the obligation under the financial guarantee contract, 

and the unamortized balance of total amount of future guarantee charges. 

 

(6) Property, Plant and Equipment 

All property, plant and equipment are recorded at cost less any accumulated depreciation and 

accumulated impairment losses. 

Cost includes costs directly attributable to the acquisition and of dismantling and removal of the 
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asset, as well as any estimated costs of restoring the site on which they are located. Property, plant and 

equipment are subsequently carried at the historical cost basis measured using the cost model. 

Depreciation is calculated based on the depreciable amount. The depreciable amount is the cost 

of an asset cost less its residual value. 

Depreciation of property, plant and equipment is mainly computed under the straight-line method 

based on the estimated useful life of each component. The straight-line method is used because it is 

considered most closely approximate the pattern in which the future economic benefits of assets are 

expected to be consumed by the Group Companies. Leased assets are depreciated over the shorter of 

the lease term and their useful lives if there is no reasonable certainty that the Group Companies will 

obtain ownership by the end of the lease term. Land is not depreciated. 

The estimated useful lives of significant assets for the years ended December 31, 2014 and 

2015 are as follows: 

- Buildings and accompanying facilities 10–50 years 

- Furniture, fittings and equipment 5–10 years 

The depreciation methods, useful lives and residual values are reviewed at the end of each 

reporting period, and revised if necessary. 

 

(7) Intangible Assets 

1) Goodwill 

Initial Recognition 

Goodwill arising on the acquisition of a subsidiary is recognized as an intangible asset. Measurement 

of goodwill on initial recognition is described in (1) Basis of Consolidation. 

 

Subsequent Measurement 

Goodwill is measured at cost less accumulated impairment losses. 

 

2) Capitalized Software Costs 

The Group Companies incur certain costs to purchase or develop software primarily for internal-

use. 

Expenditures arising from research activities to obtain new scientific or technical knowledge are 

recognized as expenses when they are occurred. Expenditures arising from development activities are 

capitalized as software, if, and only if, they are reliably measurable, they are technically feasible, it is 

highly probable that they will generate future economic benefits, and the Group Companies intend and 

have adequate resources to complete their developments and use or sell them. 

Capitalized software is measured at cost less accumulated amortization and any accumulated 

impairment losses. 

 

3) Intangible Assets Acquired in Business Combinations 

Intangible assets that are acquired in business combinations, such as trademarks and other 

similar items, are recognized separately from goodwill, and are initially recognized at fair value at the 

acquisition date. Subsequently such intangible assets are measured at cost less any accumulated 

amortization and accumulated impairment losses. 

 

4) Other Intangible Assets 

Other intangible assets with finite useful lives are measured at cost less any accumulated 

amortization and accumulated impairment losses. 

 

5) Amortization 

Amortization is calculated based on the acquisition cost of an asset less its residual value. Within 

intangible assets with definite useful lives, the value of the insurance business and its customer 

relationships acquired through business combinations are amortized based on calculating the occurrence 

ratio of insurance revenue over the expected period of insurance revenue. Other intangible assets are 

amortized under the straight-line method. These methods are used because they are considered to most 

closely approximate pattern in which the future economic benefits of intangible assets are expected to be 



 

   - 27 - 

consumed by the Group Companies. 

Estimated useful lives of significant intangible assets with definite useful lives are as follows: 

- Software mainly 5 years 

- Value of the insurance business and its acquired customer relationships 30 years 

The amortization methods, useful lives and residual values are reviewed at the end of each 

reporting period, and revised if necessary. 

 

(8)  Leases (Lessee) 

Leasing Transactions 

The determination of whether an arrangement is, or contains, a lease is based on the substance of 

the arrangement at the inception date. In the case that fulfillment of the arrangement is dependent on the 

use of a specific asset or assets or the arrangement conveys a right to use the asset, such transactions 

are classified as lease transactions. 

 

Finance Leases 

Leases that transfer all risks and benefits of ownership of the leased item to lessee are 

classified as finance leases. 

Finance leases are capitalized at the commencement of the lease at the lower of the fair value 

of the leased asset and the present value of the minimum lease payments. After commencement of the 

lease, the Group Companies’ accounting policy appropriate to each asset is applied. 

The discount rate used in calculating the present value of the minimum lease payments is the 

implicit interest rate of the lease, if where this can be determined practically. Where it is impractical to 

determine such a rate, the lessee’s incremental borrowing rate shall be used. 

The minimum lease payments are apportioned between finance charges and the reduction of 

the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. 

A leased asset is depreciated over the shorter of the estimated useful life of the asset and the lease 

term. 

 

Operating Leases 

Lease arrangements, except for finance leases that have not been capitalized in the 

consolidated statement of financial position, are classified as operating leases. 

Under operating lease transactions, lease payments are recognized as an expense using the 

straight-line method over the lease term in the consolidated statement of income. 

 

(9) Impairment of Non-financial Assets 

The Group Companies assess at each reporting date whether there is an indication that a non-

financial asset, except for inventories and deferred tax assets, may be impaired. If any such indication 

exists, the Group Companies estimate the recoverable amount of the asset. For goodwill, intangible 

assets with indefinite useful lives, and intangible assets not yet available for use, the recoverable amount 

is estimated each year at the same time. 

The recoverable amount of an asset or cash-generating unit, or group of cash-generating units 

(CGU) is the higher of its value in use and fair value less costs of disposal. In assessing value in use, the 

estimated future cash flows are discounted to their present value using a pre-tax discount rate that 

reflects current market assessments of the time value of money and the risks specific to the asset. A CGU 

is the smallest group of assets, which generates cash inflows from continuing use that are largely 

independent of the cash inflows from other assets or group of assets. 

The CGU to which goodwill is allocated is determined based on the unit by which the goodwill is 

monitored for internal management purposes, and in principle, each entity is considered to be a CGU for 

the purposes of goodwill allocation. 

Since corporate assets do not generate independent cash flows, if there is an indication that 

corporate assets may be impaired, the recoverable amount is determined for the CGU or group of CGUs 

to which the corporate assets belong. 

Impairment losses are recognized in the consolidated statement of income when the carrying 

amount of an asset or CGU exceeds its recoverable amount. Such impairment losses are recognized first 
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reducing the carrying amount of any allocated goodwill and then are allocated to the other assets of the 

CGU on a pro-rata basis based on the carrying amount of such assets. 

Impairment losses recognized in respect of goodwill are not reversed. Assets other than goodwill 

are reviewed at the end of each reporting period to assess whether there is any indication that an 

impairment loss recognized in prior years may no longer exist or may have decreased. An impairment 

loss recognized is reversed if an indication of the reversal of impairment losses exists and there is a 

change in the estimates used to determine the asset’s recoverable amount. The reversal of an 

impairment loss does not exceed the carrying amount, net of depreciation and amortization, which would 

have been determined if any impairment loss had never been recognized for the asset in prior years. 

 

(10)  Provisions 

Provisions are recognized when the Group Companies have a present legal or constructive 

obligation as a result of past events, it is probable that an outflow of resources will be required to settle 

the obligation, and the amount has been reliably estimated. 

Provisions are measured at the present value of the expenditures expected to be required to 

settle the obligation using a pre-tax discount rate that reflects current market assessments of the time 

value of money and the risks specific to the obligation. 

 

(11)  Insurance 

General Insurance Accounting 

Insurance contracts issued and reinsurance contracts held by insurers are accounted for under 

IFRS 4 “Insurance contracts” based on the accounting policies previously applied in accordance with 

Japanese accounting standards for insurance companies. 

 

Policy reserves and others for insurance business 

The Group Companies apply the measurement of insurance liabilities which has been applied 

for insurance contracts in Japan. A liability adequacy test is performed in consideration of current 

estimates of cash inflows, such as related insurance premiums and investment income, and cash 

outflows such as insurance claims and benefits and operating expenses. If the test shows that the liability 

is inadequate, the entire deficiency is recognized in the consolidated statement of income. 

 

(12)  Equity 

Common Stock 

Proceeds from the issuance of equity instruments by the Company are included in “Common 

stock” and “Capital surplus.” Direct issuance costs (net of tax) are deducted from “Capital surplus”. 
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Treasury Stock 

When the Company repurchases treasury stock, the consideration paid, including direct 

transaction costs (net of tax), is recognized as a deduction from equity. When the Company sells treasury 

stock, the consideration received is recognized as an addition to equity. 

  

(13)  Share-based Payments 

The Group Companies have stock option plans as incentive plans for directors, executive 

officers, and employees. The fair value of stock options at the grant date is recognized as an employee 

expense over the vesting period from the grant date as a corresponding increase in capital surplus. The 

fair value of the stock options is measured using the Black-Scholes model or other models, taking into 

account for the terms of the options granted. The Group Companies regularly review the assumptions 

and revise estimates of the number of options that are expected to vest, as necessary. 

 

(14)  Recognition of Revenue  

The Group Companies mainly provide various EC (e-commerce) sites including Rakuten Ichiba, 

online cash-back sites, internet travel bookings, and sell advertisements and content on these 

websites. The Group Companies also provide various FinTech services, such as credit card, banking, 

securities, insurance services, communication services as well as management of a professional 

baseball team. 

 

The Group Companies recognize revenue, except for financial income, upon transfer of 

promised goods or services to customers in amounts that reflect the consideration to which the Group 

Companies expect to be entitled in exchange for those goods or services based on the following five step 

approach:  

 

Step 1: Identify the contracts with customers  

Step 2: Identify the performance obligations in the contract  

Step 3: Determine the transaction price  

Step 4: Allocate the transaction price to the performance obligations in the contract  

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation  

 

We recognize the incremental costs of obtaining contracts with customers and the costs 

incurred in fulfilling a contract with a customer as an asset (hereinafter “assets arising from contract 

costs”) if those costs are expected to be recoverable. The incremental costs of obtaining contracts are 

those costs that the Group Companies incurs to obtain a contract with a customer that it would not have 

incurred if the contract had not been obtained.  

 

(15)  Financial Income and Expenses 

Financial income mainly comprises interest income, dividend income and changes in the fair 

value of financial assets measured at FVTPL. Interest income is accrued using the effective interest 

method. Dividend income is recognized on the date when the right of the Group Companies to receive the 

dividend is established. 

Financial expenses mainly comprise interest expenses. Interest expenses are accrued using the 

effective interest method. 

Financial income and expenses incurred from the finance business of the subsidiaries are 

included in “Revenue” and “Operating expenses.” 

 

(16)  Short-term Employee Benefits 

Short-term employee benefits are measured on an undiscounted basis and are expensed 

during the period when the related service is rendered. Accrued bonus and holiday pay are recognized as 

liabilities, when the Group Companies have present legal or constructive obligation and when reliable 

estimates of the obligations can be made. 
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(17)  Current and Deferred Income Tax   

The income taxes expense comprises current and deferred taxes. These are recognized in the 

consolidated statement of income, except for income taxes which arise from business combinations or 

which are recognized either in other comprehensive income or directly in equity. 

Current taxes are calculated by the expected tax payable or receivables on the taxable income, 

using the tax rates enacted or substantially enacted by the end of the reporting period. 

Deferred tax assets and liabilities are recognized on temporary differences between the 

carrying amounts of assets and liabilities in the consolidated statement of financial position and their 

corresponding tax bases. Deferred tax assets and liabilities are not recognized if the temporary 

difference arises from the initial recognition of an asset or liability in a transaction, which is not a 

business combination and, at the time of the transaction, affects neither income in the consolidated 

statement of income nor taxable income. 

Deferred tax assets and liabilities are measured at the tax rate that is expected to apply in the 

period when the related deferred tax assets is realized or the deferred tax liability is settled, based on 

tax laws that have been enacted or substantively enacted by the end of reporting period. 

Deferred tax assets are recognized for unutilized tax losses, tax credits and deductible 

temporary differences, only to the extent that it is probable that future taxable income will be available 

against which such temporary differences can be utilized. 

Deferred tax assets and liabilities are recognized for taxable temporary differences associated 

with investments in subsidiaries, associates, and joint ventures. However, if the Group Companies are 

able to control the timing of the reversal of the temporary differences and it is probable that the 

temporary differences will not reverse in the foreseeable future, deferred tax liabilities are not 

recognized. Deferred tax assets are recognized only to the extent that it is probable that there will be 

sufficient taxable income against which the benefit of temporary differences can be utilized and the 

temporary differences will reverse in the foreseeable future. 

Deferred tax assets and deferred tax liabilities are offset when there is a legally enforceable 

right to offset current tax assets against current tax liabilities and the deferred tax assets and deferred 

tax liabilities relate to income taxes levied by the same taxation authority on either the same taxable 

entity or different taxable entities which intend to settle current tax assets and liabilities on a net basis. 

 

(18)  Earnings Per Share 

The Group Companies disclose basic and diluted earnings per share (attributable to the 

owners of the Company) related to common stock. Basic earnings per share is calculated by dividing 

net income (attributable to equity owners of the Company) by the weighted average number of common 

stock outstanding during the reporting period, adjusted for the number of treasury stock held. Diluted 

earnings per share are calculated, for the dilutive effects of all potential common stock by dividing net 

income (attributable to equity owners) by the weighted average number of common stock outstanding 

during the reporting period, adjusted for the number of treasury stock. 

Potential common stock of the Group Companies relates to the stock option plan. 

On July 1, 2012, the Company implemented a 100-for-1 share split. Earnings per share 

(attributable to equity owners) for each reporting period are calculated by the number of common stock 

outstanding after incorporating the share split. 

 

(19)  Operating Segments 

Operating segments correspond to business activities, from which the Group Companies earn 

revenues and incur expenses, including revenues and expenses relating to transactions with other 

operating segments. Discrete financial information for operating results of all operating segments is 

available, and is regularly reviewed by the Board of Directors of the Group Companies in order to 

determine the allocation of resources to the segment and assess its performance. 
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(Changes in accounting policies) 

The Rakuten Group started to adopt the following accounting standards from the current fiscal year 

ended December 31, 2015.  

 

IFRS Newly established contents 

IFRS 15  Revenue from contracts with 

customers  

(Newly established in May 2014)  

New standard on accounting and disclosure 

for revenue recognition  

 

The Group Companies adopted IFRS 15 in accordance with the transition elections available, 

and therefore retrospectively recognized the cumulative effect of initially applying the standard as an 

adjustment to the opening balance of retained earnings.  

In accordance with IFRS 15, from the first quarter of the current fiscal year, excluding interest, 

dividend and other such income from financial instruments recognized in accordance with IFRS 9 and 

insurance revenues recognized in accordance with IFRS 4, revenues are recognized upon transfer of 

promised goods or services to customers in amounts that reflect the consideration to which Group 

Companies expect to be entitled in exchange for those goods or services based on the following five 

step approach:  

 

Step 1: Identify the contracts with customers  

Step 2: Identify the performance obligations in the contract  

Step 3: Determine the transaction price  

Step 4: Allocate the transaction price to the performance obligations in the contract  

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation  

 

We recognize the incremental costs of obtaining contracts with customers and the costs 

incurred in fulfilling a contract with a customer as an asset (hereinafter “assets arising from contract 

costs”) if those costs are expected to be recoverable. The incremental costs of obtaining contracts are 

those costs that the Group Companies incurs to obtain a contract with a customer that it would not have 

incurred if the contract had not been obtained.  

 

As a result, at the beginning of the period, other assets (assets arising from contract costs), deferred 

tax liabilities, retained earnings and non-controlling interests increased by ¥20,679 million, ¥7,305 

million, ¥13,244 million and ¥103 million respectively, as compared to the amounts that would have 

been recorded had the previous accounting standard been applied. In addition, other assets (long term 

prepaid expenses) decreased by ¥27 million. 

Moreover, operating expenses decreased by ¥7,894 million, due to capitalization and amortization of 

assets arising from contract costs, for the fiscal year ended December 31, 2015 as compared to the 

amounts that would have been recorded had the previous accounting standard been applied. 

The impact from the adoption on other accounts on the profit and loss statement including revenue is 

immaterial. 
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Significant Accounting Estimates and Judgments 

(1) Significant Accounting Estimates and Assumptions 

In the preparation of the consolidated financial statements in accordance with IFRS, the Group 

Companies make estimates and assumptions concerning future events. These accounting estimates are 

inherently not anticipated to equal actual results. The estimates and assumptions that have a significant 

risk of causing a material adjustment to the carrying amounts of assets and liabilities within the following 

reporting period are addressed below. 

 

(a) Goodwill Evaluation  

An impairment test is conducted at least once a year for goodwill recognized by the Group 

Companies, regardless of whether there is an indication of impairment or not. The recoverable amount of 

CGUs, to which goodwill is allocated, is mainly calculated based on estimated future cash flows, 

estimated growth rate, and discount rate. This calculation is based on judgments and assumptions that 

are made by the management of the Group Companies, considering business and market conditions. The 

Group Companies consider these assumptions to be significant because, if the assumed conditions 

change, the estimated recoverable amounts might be significantly different. 

 

(b) Recoverability of Deferred Tax Assets 

For temporary differences that are differences between carrying value of an asset or liability in 

the consolidated statement of financial position and its tax base, the Group Companies recognize 

deferred tax assets and deferred tax liabilities in respect of such deferred tax assets and deferred tax 

liabilities calculated using the tax rates based on tax laws that have been enacted or substantively 

enacted by the end of the reporting period and the tax rates that are expected to apply to the period when 

the deferred tax asset is realized or the deferred tax liability is settled. Deferred tax assets are recognized 

for all deductible temporary differences, the unutilized tax losses carried forward and the unutilized tax 

credit carried forward to the extent that it is probable that taxable income will be available. The estimation 

of the taxable income for the future is calculated based on the business plan approved by the 

management of the Group Companies, and is based on management’s subjective judgments and 

assumptions. The Group Companies consider these assumptions to be significant because changes in 

the assumed conditions and amendments of tax laws in the future might significantly affect the calculation 

of the amounts of deferred tax assets and deferred tax liabilities. 

 

(c) Methods of Determining Fair Value for Financial Instruments Measured at Fair Value Including 

Derivative Instruments  

Financial assets and financial liabilities including derivatives, held by Group Companies are 

measured at the following fair values: 

- Quoted prices in active markets for identical assets or liabilities; 

- Fair value calculated using observable inputs other than quoted prices for the assets or liability, 

either directly or indirectly; and 

- Fair value calculated using valuation techniques incorporating unobservable inputs. 

In particular, the fair value estimated through valuation techniques that incorporate unobservable 

inputs is premised on the decisions and assumptions of the management of the Group Companies, 

such as appropriate experience assumptions, suppositions, and the model utilized. The Group 

Companies consider the estimations to be significant as it is probable that the changes of estimations 

and assumptions might have significant influence on the calculation of fair value for financial 

instruments. 

 

(d) Impairment of Financial Assets Measured at Amortized Cost 

For financial assets measured at amortized cost, the Group Companies assess whether there is 

any objective evidence that financial assets are impaired each quarter. Where any such objective 

evidence exists, the Group Companies recognize the difference between the carrying value of the asset 

and the present value of estimated future cash flows as impairment losses. 

When estimating future cash flows, management makes judgments considering the probability 

of default, time of recovery and historical experience, and whether after reflecting current economic and 
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credit conditions, actual losses are greater than or less than such trends in the past. If these estimations 

and assumptions change, the amount of any impairment losses for financial assets measured at 

amortized cost might vary widely, therefore, the Group Companies consider these estimations to be 

significant. 

 

(e) Provisions  

  The Group Companies record certain provisions, such as provision for customer points and provision 

for loss on interest repayments. Regarding the provision for customer points, in preparation for the 

future use of points by customers, the Group Companies use historical experience to estimate the 

provision for the Rakuten Super Point Program. The Group Companies estimate future interest 

repayments based on historical experience to calculate the provision for loss on interest repayments. 

These provisions are estimated on the premise of management’s decisions and the assumptions of the 

Group Companies. The Group Companies consider the estimations to be significant as it is probable 

that the changes of estimations and assumptions might have a significant influence on the calculation of 

the amount of the provisions. 

 

(f) Liability Adequacy Test for Insurance Contracts  

  The Group Companies perform a liability adequacy test for cash inflow from insurance premiums and 

profits and others from asset management, and cash outflow from insurance claims and business costs 

and others in consideration of the estimated present value of all contractual cash outflows. 

 

(2) Significant Judgment in Applying the Accounting Policies of the Group Companies 

  In the process of applying the accounting policies, the management of the Group Companies has 

made certain decisions which have a significant influence on the amounts recognized in the 

consolidated financial statements. 

The Group Companies, mainly in the banking business and the credit card business, transact 

with structured entities, which are designed so that voting rights or similar rights are not the dominant 

factor in deciding who controls the entities. The management of the Group Companies decide whether 

the Group Companies are controlling the entities or not. All related facts and circumstances on the 

involvement with the structured entity are considered in deciding control over such an entity. 

 

(Segment Information) 

(1) General Information 

 As a comprehensive internet service provider engaged in the two main activities of Internet Services 

and FinTech (formerly called Internet Finance), the Group Companies are organized into three 

reportable segments: “Internet Services,” “FinTech” and “Others.”  

Discrete financial information for operating results of all operating segments is available, and is 

regularly reviewed by the Board of Directors of the Group Companies in order to determine the 

allocation of resources and assess performance. 

 

The “Internet Services” segment comprises businesses running various EC (e-commerce) sites 

including an internet shopping mall Rakuten Ichiba, online cash-back sites, travel booking sites, portal 

sites and digital content sites, along with business for advertising and similar on these sites. 

The “FinTech” segment engages in businesses providing services over the internet related to banking 

and securities, credit cards, life insurance, and electronic money. From the third quarter ended 

September 30, 2015, the Rakuten Group changed the segment name “Internet Finance” to “FinTech,” 

which is a term that combines “finance” and “technology,” and refers to financial services using IT. 

The “Others” segment comprises businesses involving provision of messaging and communication 

services and others, and management of a professional baseball team. 

 

(2) Measurement of Segment Revenue and Segment Profit (Loss 

The operating segment information is reported in accordance with IFRS as stated in the significant 

accounting policies, and operating segment revenue and profit or loss are those before intersegment 

eliminations without consideration of consolidation adjustments, except for certain consolidated 
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subsidiaries. Since the first quarter of the current fiscal year, the internal measures the management 

relies upon in making decisions have been changed from operating income in accordance with IFRS to 

Non-GAAP operating income―operating income in accordance with IFRS adjusted for unusual items 

and other adjustment items prescribed by the Rakuten Group. 

The management believes that the disclosure of Non-GAAP financial measures facilitates 

comparison between the Rakuten Group and peer companies in the same industry or comparison of its 

business results with those of the prior fiscal years by stakeholders, and can provide useful information 

in understanding the underlying business results of the Rakuten Group and its future outlook. Unusual 

items refer to one-off items that Rakuten believes shall be excluded for the purpose of preparing future 

outlook based on certain rules. Other adjustment items are those tend to differ depending on the 

standards applied, therefore less comparable between companies, such as stock-based compensation 

expense and amortization of acquisition-related intangible assets. In association with these changes in 

measurement of segment profit and loss, operating segment profit or loss for the fiscal year ended 

December 31, 2014 has been reclassified and restated in line with the presentation for the fiscal year 

ended December 31, 2015. 

The Group Companies do not allocate assets and liabilities to operating segment information used by 

the chief operating decision maker. 
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Fiscal year ended December 31, 2014 (January 1 to December 31, 2014) 
(Millions of Yen) 

 Internet Services FinTech Others Total 

Segment Revenue 362,751 236,520 42,445 641,716 

Segment Profit 68,437 49,496 191 118,124 

Other items     

Depreciation and amortization 19,520 8,858 2,593 30,971 

Fiscal year ended December 31, 2015 (January 1 to December 31, 2015) 
(Millions of Yen) 

 Internet Services FinTech Others Total 

Segment Revenue 440,744 275,136 52,092 767,972 

Segment Profit 99,508 63,899 (8,599) 154,808 

Other items     

Depreciation and amortization 24,068 13,731 3,591 41,390 

Reconciliation from Segment Revenue to Consolidated Revenue 

(Millions of Yen) 

 

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 2014) 

Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 2015) 

Segment Revenue 641,716 767,972 

Intercompany transactions, etc. (43,151) (54,417) 

Consolidated Revenue 598,565 713,555 

 

Reconciliation from Segment Profit to Income Before Income Tax 

 (Millions of Yen) 

 

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 2014) 

Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 2015) 

Segment Profit 118,124 154,808 

Intercompany transactions, etc. (32) (2,655) 

Non-GAAP Operating Income 118,092 152,153 

Amortization of Intangible Assets 

(PPA) 
(6,327) (8,322) 

Stock Based Compensation (2,315) (6,088) 

One-off Items (3,053) (43,054) 

Operating income 106,397 94,689 

Financial income and expenses (2,756) (3,688) 

Share of income of associates and 

joint ventures 
604 986 

Income before income tax 104,245 91,987 
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(3) Products and Services 

Revenue from external customers by major products and services of the Group Companies is as 

follows: 

(Millions of yen) 

 

 Rakuten Ichiba 

and Rakuten 

Travel 

 

Rakuten Card 

 

Rakuten Bank 

 

Others 

 Revenue from 

external 

customers 

Year ended  

December 31, 2014 

 
179,035 

 
77,604 

 
43,523 

 
298,403 

 
598,565 

Year ended  

December 31, 2015 

 
189,517 

 
92,199 

 
53,174 

 
378,665 

 
713,555 

 

(4) Geographic Information 

For the year ended December 31, 2014 
(Millions of yen) 

  Japan  Americas  Europe  Others  Total 

Revenue from external 

customers 

 
516,963  53,901  22,889  4,812  598,565 

Property, plant and 

equipment and intangible 

assets 

 

157,878  211,080  152,760  3,772  525,490 

 

For the year ended December 31, 2015 
(Millions of yen) 

  Japan  Americas  Europe  Others  Total 

Revenue from external 

customers 

 
573,839 

 
106,878 

 
24,544 

 
8,294 

 
713,555 

Property, plant and 

equipment and intangible 

assets 

 

186,212 

 

249,142 

 

122,783 

 

5,057 

 

563,194 

 

(5) Major Customers 

For the year ended December 31, 2014 

Disclosure of major customers is omitted because the proportion of revenue from an individual 

external customer does not exceed 10% of consolidated revenue. 

 

For the year ended December 31, 2015 

Disclosure of major customers is omitted because the proportion of revenue from an individual 

external customer does not exceed 10% of consolidated revenue. 
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Earnings per Share 

Basic earnings per share are calculated by dividing the net income attributable to equity owners 

by the weighted average number of common stock outstanding during the year. The weighted average 

number of common stock outstanding during the year does not include treasury stock. 

Diluted earnings per share are calculated on the assumption of full conversion of potentially 

dilutive common stock, adjusted for the weighted average number of common stock outstanding. 

The Company has potential common stock related to stock options. The number of shares that 

may be acquired through these stock options is calculated at fair value (annual average stock price of the 

Company) based on the value of the stock acquisition rights that would be granted to unexercised stock 

options. 

Per share information and the weighted average number of shares used in the calculation of 

earnings per share are as follows: 

 

  
Year ended December 31, 2014 

 
Year ended December 31, 2015 

Basic  Adjustments  Diluted  Basic  Adjustments  Diluted 

Net income    

attributable to 

owners of the 

parent company  

(Millions of yen) 

 

 

 

70,614  (6)  70,608  44,436  －  44,436 

Weighted average 

number of shares 

(Thousands of 

shares) 

 1,320,627  7,815  1,328,442  1,374,536  10,328  1,384,864 

Earnings per share 

(yen) 
 53.47  (0.32)  53.15  32.33  (0.24)  32.09 

 

The following potential shares were not included in the calculation of diluted earnings per share 

because there would be no dilutive effects. 

 

Year ended December 31, 2014 
 

Year ended December 31, 2015 

  

 

 

 

 

 

 

 

Subscription Rights to Shares of the parent company 

Stock options in accordance with the provisions of 

Articles 236, 238, and 239 of the Companies Act 

 

March 27, 2015 

Resolution at General  

Shareholders’ Meeting 

2,180 

Thousand 

shares 

- 
   

 

There were no transactions during the period from December 31, 2015 to the date of approval 

of the consolidated financial statements that materially affected the calculation of earnings per share. 
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Breakdown of Operating Expenses 
(Millions of Yen) 

  

Fiscal year ended 

December 31, 2014 

(January 1 to December 31, 2014) 

 Fiscal year ended 

December 31, 2015 

(January 1 to December 31, 2015) 

Advertising and promotion expenditures  83,884  100,554 

Employee benefits expenses  108,898  133,919 

Depreciation and amortization  30,140  40,122 

Communication and maintenance expenses  19,055  19,327 

Consignment and subcontract expenses  31,343  35,099 

Allowance for doubtful accounts charged to 

expenses 
 16,964  22,119 

Cost of sales of merchandise and service 

revenue 
 101,367  134,166 

Interest expense for finance business  5,590  6,289 

Commission expense for finance business  6,399  7,653 

Insurance claims and other payments, and 

provision of policy reserves and others for 

insurance business 

 15,963  16,601 

Others  71,676  85,152 

Total  491,279  601,001 

 

(Other Income) 

(Millions of Yen) 

 
Fiscal year ended 

December 31, 2014 
(January 1 to December 31, 2014) 

Fiscal year ended 
December 31, 2015 

(January 1 to December 31, 2015) 

Valuation gains on securities － 22,016 

Others 6,724 4,975 

Total 6,724 26,991 

 

(Impairment Loss) 

(Millions of Yen) 
  

 
Fiscal year ended 

December 31, 2014 
(January 1 to December 31, 2014) 

Fiscal year ended 
December 31, 2015 

(January 1 to December 31, 2015) 

Impairment Loss of Goodwill etc. 2,301 38,135 

Total 2,301 38,135 

  
  
Note: In the fourth quarter ended December 31, 2015, impairment loss of ¥17,247 million, ¥7,808 million and 

¥13,080 million were recognized for PRICEMINISTER S.A.S., Rakuten Kobo Inc. and other cash-generating 

units, respectively. 

 

Notes on significant subsequent events (Fiscal year ended December 31, 2015) 

No items to report 
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Quarterly Consolidated Statements of Income (Summary) 

(For the three months ended December 31, 2014 and 2015) 

  (Millions of yen) 

 

Three months ended 

December 31, 2014 

(October 1 to December 31, 2014) 

Three months ended 

December 31, 2015 

(October 1 to December 31, 2015) 

Continuing Operations     

 Revenue  174,349  198,844 

 Operating expenses  144,034  169,010 

 Other income  3,189  22,550 

Other expenses 
Impairment Loss 

 
60 

163 

 
 

2,518 

38,135 

 Operating income  33,281  11,731 

 Financial income  5  21 

 Financial expenses  900  878 

 Share of income of associates and  
 joint ventures 

 256  251 

 Income before income tax  32,642  11,125 

 Income tax expense  4,258  9,382 

 Net income  28,384  1,743 

 

Net income attributable to:     

 Owners of the parent company  28,291  1,781 

  Non-controlling interests  93  (38) 

 Net income  28,384  1,743 

 

(Yen) 

Earnings per share attributable to     
owners of the parent company 

    

 Basic  21.40  1.25 

 Diluted  21.27  1.24 

 

For the three months ended December 31, 2014 (October 1 to December 31, 2014) 
(Millions of Yen) 

 
Internet  
Services 

FinTech Others Total Adjustments 
Amount reported on 

consolidated financial 
statements 

Segment Revenue 110,046 64,710 9,070 183,826 (9,477) 174,349 

Segment Profit 

(Loss) 
22,287 15,278 (2,203) 35,362 (2,081) 33,281 

 

For the three months ended December 31, 2015 (October 1 to December 31, 2015) 

(Millions of Yen) 

 
Internet  
Services 

FinTech Others Total Adjustments 
Amount reported on 

Consolidated financial 
statements  

Segment Revenue 131,249 70,760 13,453 215,462 (16,618) 198,844 

Segment Profit 

(Loss) 
42,995 15,960 (4,158) 54,797 (43,066) 11,731 
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Breakdown of operating expenses 

 

(Millions of Yen) 

 
Three months ended 
December 31, 2014 

(October 1 to December 31, 2014) 

Three months ended 
December 31, 2015 

(October 1 to December 31, 2015) 

Advertising and promotion expenditures 24,821 31,199 

Employee benefits expenses 29,621 35,287 

Depreciation and amortization 8,401 10,655 

Communication and maintenance expenses 4,933 5,019 

Consignment and subcontract expenses 8,649 9,805 

Allowance for doubtful accounts charged to 

expenses 
4,619 5,541 

Cost of sales of merchandise and service 

revenue 
35,988 43,037 

Interest expense for finance business 1,433 1,638 

Commission expense for finance business 1,775 2,046 

Insurance claims and other payments, and 

provision of policy reserves and others for 

insurance business 

4,060 4,221 

Others 19,734 20,562 

Total 144,034 169,010 

 

(Other Income) 

(Millions of Yen) 

 
Three months ended 
December 31, 2014 

(October 1 to December 31, 2014) 

Three months ended 
December 31, 2015 

(October 1 to December 31, 2015) 

Valuation gains on securities － 22,016 

Others 3,189 534 

Total 3,189 22,550 

 

(Impairment Loss) 

(Millions of Yen) 
  

 
Fiscal year ended 

December 31, 2014 
(October 1 to December 31, 2014) 

Fiscal year ended 
December 31, 2015 

(October 1 to December 31, 2015) 

Impairment Loss of Goodwill etc.  163 38,135 

Total 163 38,135 

  
Note: In the fourth quarter ended December 31, 2015, impairment loss of ¥17,247 million, ¥7,808 million and 

¥13,080 million were recognized for PRICEMINISTER S.A.S., Rakuten Kobo Inc. and other cash-generating 

units, respectively. 


