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Preparing a sound financial foundation for growth

We are adapting early to changes in accounting standards related

to consolidated accounting, market-value accounting, and post-

employment benefit accounting, while raising our information

disclosure standard.

In order to bolster the financial soundness of our pension

fund, an accelerated amortization of post-employment liabilities

was begun in fiscal 1999. During the year, cash flows generated

through sale of marketable securities and transfers of businesses,

in addition to operating cash flows, were used to reduce interest-

bearing debt. Through such measures, we have established a

sound financial foundation to support the growth of competitive-

superiority businesses.

In March 2000, Moody’s Investors Service upgraded Asahi

Chemical’s long-term debt from A3 to A2, mainly because of the

medium-term forecast for improved earnings power as a result of

progress in implementation of the ISHIN2000 program.

Reshaping our future

Despite the positive effects of recovering Asian economies and the

outlook for a recovery in capital investment, continuingly depressed

consumer demand due to persistently high unemployment rates

leave little reason for optimism for the overall state of the Japanese

economy in the year ahead. The management environment contin-

ues to be one of structural change, with increasingly intense and

borderless competition.

During fiscal 2000 we will continue steadily advancing the

ISHIN2000 program for accelerated transformation to a high-

earnings, growth-oriented business portfolio through the strength-

ening and expansion of competitive-superiority businesses and

related operations, and further reform our management systems in

order to achieve heightened corporate value.

On January 1, 2001, the company name will be changed from

Asahi Chemical Industry Co., Ltd. (Asahi Kasei Kogyo Kabushiki

Kaisha in Japanese) to Asahi Kasei Corporation (Asahi Kasei

Kabushiki Kaisha in Japanese). Presently, the company is generally

known as Asahi Kasei in Japan and many parts of Asia, and Asahi

Chemical elsewhere. The change meets the need for a uniform

world-wide brand and identity, a need which has become

particularly marked with the globalization of our operations and

business relationships.

We are confident that through the implementation of the

ISHIN2000 program we will achieve a thoroughgoing corporate

transformation to enable the company to meet the challenges of

the 21st century. Only by reshaping our future ourselves, rather

than be reshaped by it, can we ensure that it will be a future of

ongoing growth in corporate value as we meet the expectations of

our shareholders and fulfill our responsibilities in the communities to

which we belong.

July 2000

Nobuo Yamaguchi

Chairman of the Board

Kazumoto Yamamoto

President
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ISHIN2000

reshaping our future

global expansion of competitive-
superiority businesses
The future of Asahi Chemical is being reshaped through a broad transformation of the business structure and refor-

mation of corporate management systems. Businesses with competitive strengths derived from distinctive proprietary

technology platforms or strong market platforms which will enable future growth are specified as competitive-

superiority businesses, having a goal of developing a global top-three position or the top position in Japan.

A key target of the ISHIN2000 program is a large increase in the portion of sales generated by competitive-

superiority businesses, from the 56% of fiscal 1998 to 74% in fiscal 2001, by accelerating the transformation of the

business structure. In order to achieve this target, emphasis in investment of management resources is placed on

intensification of R&D, expansion of production capacity, and development of worldwide marketing capability for

competitive-superiority businesses and related operations. While growth is primarily internally developed, alliances,

joint ventures, and acquisitions are being made when they bring advantages in speed and synergy.
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ASAHI CHEMICAL CONCLUDED

AN AGREEMENT IN APRIL 2000

TO ACQUIRE NIPPON STEEL

CHEMICAL’S SUBSIDIARIES IN

THE US AND EUROPE FOR

COMPOUNDED RESINS

PRODUCTION. WITH THE NEWLY

ACQUIRED OPERATIONS,

TOGETHER WITH ASAHIKASEI

PLASTICS (THAILAND),

ACQUIRED IN APRIL 1999, WE

ARE ESTABLISHING A GLOBALLY

COORDINATED PRODUCT

DEVELOPMENT, SUPPLY, AND

TECHNICAL SUPPORT NETWORK

FOR OUR HIGH-PERFORMANCE

RESIN COMPOUNDS OPERATIONS,

TO ENHANCE OUR ABILITY TO

SERVE AS A WORLDWIDE

SOLUTION PARTNER FOR

AUTOMOTIVE, ELECTRICAL, AND

ELECTRONICS CUSTOMERS.

OUR FIRST OVERSEAS PRODUCTION BASE FOR ROICA™ ELASTIC POLYURETHANE

FILAMENT, FOR FULLY INTEGRATED PRODUCTION FROM PTMG THROUGH YARNS, IN A

JOINT VENTURE WITH FORMOSA PLASTICS CORP., WAS COMPLETED IN APRIL 2000. THE

ESTABLISHMENT OF A STRATEGIC OVERSEAS PRODUCTION BASE IS AN IMPORTANT

DEVELOPMENT IN THE WORLDWIDE EXPANSION OF ROICA™ OPERATIONS WHICH HAS

BEEN PROGRESSING FOR THE PAST SEVERAL YEARS. EXPANSION WHICH WILL DOUBLE

PRODUCTION CAPACITY OF THE TAIWAN ROICA™ PLANT HAS BEGUN.

AS DEMAND FOR SUNFORT™ PHOTO-

SENSITIVE DRY FILM RESIST GROWS FOR

PRODUCTION OF PRINTED CIRCUIT BOARDS

FOR MOBILE PHONES, PERSONAL COMPUTERS,

AND VIDEO GAMES, NEW PRODUCT GRADES

WHICH MEET SPECIFIC NEEDS ARE BEING

DEVELOPED IN ORDER TO FURTHER EXPAND

MARKET SHARE. A 40% EXPANSION OF

PRODUCTION CAPACITY WAS COMPLETED IN

JANUARY 2000.

DEMAND FOR SEPACELL™ LEUKOCYTE

REDUCTION FILTERS IS GROWING WORLDWIDE,

ESPECIALLY IN NORTH AMERICA AND EUROPE.

TO PREVENT ADVERSE REACTIONS SUCH AS

CHILLS AND FEVERS CAUSED BY LEUKOCYTES IN

TRANSFUSED BLOOD, LEUKOREDUCTION

DURING TRANSFUSION HAS BEEN MANDATED IN

MANY COUNTRIES, INCLUDING FRANCE AND

BRITAIN. ASAHI MEDICAL COMPLETED A NEW

SEPACELL™ PLANT IN MARCH 2000, DOUBLING

PRODUCTION CAPACITY.
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ISHIN2000

reshaping our future

For operations lacking a position of competitive superiority, transformation into competitive-superiority businesses or

development as businesses with a stable earnings base is being advanced through thorough reformulation of business

strategies and restructuring. Where development of a stable earnings base appears impracticable, downsizing, sale, or

withdrawal will be decisively implemented, and management resources reallocated. In addition, the business strategies

of LSIs and pharmaceuticals, positioned as emergent operations, are being reviewed for revitalization and renewal of

long-term competitive strength.

These measures, complementing the emphasis on investment of management resources in competitive-superiority

businesses and related operations, are indispensable strategic elements of our transformation to a high-earnings,

growth-oriented business portfolio. In order to be able to shape a better future for Asahi Chemical, we must imple-

ment our strategy with determination and confidence that the benefits will outweigh the pain which accompanies

these structural changes.

recovery of competitive strength
through structural reform
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Fibers and Textiles
Sales volumes for functional products grew in both domestic and export markets, but commodity synthetic filaments, acrylic staple,

and cellulosics were adversely affected by weak domestic demand for apparel and a strong yen. Sales for the sector decreased

6.1% (¥9.0 billion) to ¥139.1 billion, and operating profit increased 4.0% (approximately ¥0.1 billion) to ¥2.1 billion. Sales for the

sector decreased from 12.7% to 11.6% of total consolidated net sales.

Major products

● Acrylic staple, acrylic filament, nylon 66 filament, polyester filament.

● Cuprammonium rayon, viscose rayon.

● Elastic polyurethane filament, non-woven fabrics.

Introduction of Roica BZ™ high-performance spandex

With outstanding elasticity, Roica™ spandex has a wide variety

of uses, including panty stockings, innerwear, and womenswear,

in addition to swimwear and other sportswear. Demand for

spandex is growing worldwide, particularly in Asia, and Asahi

Chemical is strengthening and expanding its spandex operations.

The new high-performance spandex Roica BZ™ has mois-

ture absorbency on par with cotton – six times greater than

ordinary spandex – and moisture desorption performance

several times better than cotton, without sacrificing elasticity

characteristics. Asahi Chemical leads the world with the devel-

opment of this innovative new spandex which wicks moisture

away from the body. Commercial sale began in October 1999.

Development of additional new high-performance Roica™

products with various added performance characteristics to

meet customer needs is ongoing, utilizing the strength of our

fully integrated production system from raw material to yarns

and advancements in our proprietary polymer technology.

Start-up of Taiwan Roica™ plant, capacity expansion

To meet growing demand for spandex in Asia, a 50-50 joint

venture with Formosa Plastics Co. was established in May 1998

for fully integrated spandex production, from synthesis of

polytetramethylene ether glycol (PTMG) through manufacture

of yarns. The first phase of plant construction, with a capacity

of 2500 tons/year was completed in April 2000, and a second

phase of construction is scheduled to raise capacity to 5000

tons/year by the fall of 2001.

13,000 tons/year expansion of spunbond capacity

With its excellent water repellence, polypropylene spunbond is

used in disposable diaper gathers to prevent leaking and on

their outer surfaces to give a cloth-like feel. While disposable

diapers are mainly used for infants, demand is growing for

large-size products for adults.
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Comfortable, moisture-wicking
pantyhose made with Roica BZ™.

Right: Disposable diapers made with polypropylene spunbond.
Below: Lamous™, the durable, easy-to-clean alternative to
suede for upholstery.

To meet growing demand, a new spunbond production

plant with a capacity of 13,000 tons/year, mostly for polypro-

pylene spunbond, is being constructed in Nobeoka, Miyazaki

Prefecture, which, in addition to our 22,000 tons/year spun-

bond plant in Moriyama, Shiga Prefecture, will bring total

spunbond production capacity to 35,000 tons/year upon

completion in 2001.

Expansion of Lamous™ production capacity

With a special type of cloth called a scrim integrated into the

fabric, Lamous™ features a structural resilience not found in

other synthetic alternatives to suede. Because of this feature,

demand for Lamous™ has grown in recent years, particularly

for use as upholstery in the US and Europe. To meet growing

demand, a doubling of production capacity to 6 million m2/year

was completed in September 1999. In addition to US and

European upholstery markets, applications development for use

in a wide range of fields in markets worldwide is progressing.

Commercialization of Solo™ 3GT filament

Asahi Chemical was the first company in the world to commer-

cialize a synthetic filament made of 3-glycol terephthalate

(3GT), a polymer of n-propanediol and terephthalic acid. 3GT

filament features well-balanced performance characteristics,

including a combination of soft feel and comfortable stretch and

recovery unmatched in any other synthetic filament, outstand-

ing resistance to yellowing from exposure to light and gases,

and outstanding chemical resistance. Commercial marketing

began in the fall of 1999 under the brand Solo™, and its use by

prominent apparel makers is growing.

Apparel made with Solo™,
the world’s first commer-
cial 3GT filament.
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Special Products and Services
While the July 1999 transfer of foods operations to Japan Tobacco Inc. resulted in a loss of approximately ¥34 billion in sales,

sales for the sector decreased only 4.8% (¥13.2 billion) to ¥262.6 billion, and operating profit increased 37.5% (¥8.1 billion) to

¥30.0 billion, with sharp growth in sales and operating profit in electronics-related products, especially for use in mobile phone

handsets. Sales for the sector decreased from 23.5% to 22.0% of total consolidated net sales.

With the divestment of the foods operations, the “foods and liquors” and “engineering and services” segments have been

combined as “engineering and others”; the previous year’s results are also reclassified in this way for comparison purposes.

Electronics
Crystal oscillator devices and other analog ICs for mobile

phones and personal computers made major contributions to

sharp growth in sales and operating profit for the segment.

Sales also grew for electronic materials such as photosensitive

dry film resist for printed circuit boards. Sales for the segment

increased 21.8% (¥14.4 billion) to ¥80.6 billion, and increased

from 5.7% to 6.8% of total consolidated net sales.

Major products

● Photosensitive dry film resist (DFR), glass fiber fabric.

● Photosensitive polyimide, pellicles.

● LSIs, Hall elements.

Sunfort™ production capacity expansion

Demand growth continues for Sunfort™ DFR, a production

material for printed circuit boards, centered on application in

multi-layer printed circuit boards for mobile phones, personal

computers, and video games. A 40% expansion of production

capacity was completed in January 2000, establishing a supply

infrastructure which meets the growing demand for Sunfort™.

The global supply infrastructure is also being expanded with the

addition of new overseas processing facilities centered in Asia.
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Sunfort™ DFR for printed circuit boards.

Multi-layer printed circuit boards
made with APPE™.

APPE™ applications development

Applications development for APPE™ as a low-dielectric materi-

al for printed circuit boards is progressing. Developed by adding

thermosetting structures to polyphenylene ether resin, APPE™

enables the production of circuit boards which meet the market

needs for high heat resistance and light weight in high frequency

applications. Asahi Chemical has licensed its technology for

copper-clad laminate using APPE™ to makers in Japan and

throughout the world, and is supplying APPE™ worldwide.

Strong results for Asahi Kasei Microsystems

Close correspondence between market needs and AKM’s focus

on digital/analog mixed-signal CMOS technology resulted in a

large sales increase, outpacing the upturn in the semiconductor

industry. With the market for mobile phones growing rapidly

during the year, sales growth was especially sharp for crystal

oscillator devices, an industry-leading development by AKM to

enable greater miniaturization of handsets, and analog base-

band LSIs for cellular phones. Demand for digital audio devices

for mini-disc players, digital video cameras, and DVD players

grew. Strong growth in demand for read-channel devices for

personal computer CD-R/RW drives continued from the

previous year.

High-performance application-
specific ICs from Asahi Kasei
Microsystems.
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Above: A Microza™ ultrafiltration hollow fiber membrane.
Left: A bank of Microza™ microfiltration modules for water
clarification and sterile filtration.

Membranes and Systems
Results for ion-exchange membranes and electrolysis equipment

were adversely affected by a worldwide slowdown in plans for

new and expanded chlor-alkali plants. With strong sales growth,

fine porous membranes used for lithium-ion rechargeable

battery separators made a major contribution to operating profit

growth for the segment. Sales and operating profit for microfil-

tration and ultrafiltration membranes for large-scale water

treatment also grew. Operating profit growth for the segment

was strong, though sales for the segment decreased 0.9% (¥0.1

billion) to ¥17.9 billion, and remained unchanged as a share of

total consolidated net sales at 1.5%.

Major products

● Ultrafiltration and microfiltration membranes and systems.

● Fine porous membranes.

● Ion-exchange membranes, electrolysis and electrodialysis

systems.

Expansion of Hipore™ production capacity

Demand for Hipore™ polyethylene fine porous membranes for

use as separators in Li-ion rechargeable batteries for mobile

phones and portable computers continues to grow. To meet

growing demand for use in flat batteries for mobile phones, an

expansion of production capacity for larger-pore membrane

grades is scheduled for completion in August 2000. With this

capacity expansion, Asahi Chemical is strengthening its competi-

tive position as the world’s leading maker of these membranes,

supplying products with a wide range of pore sizes.

Growth for Microza™

Demand for Microza™ microfiltration and ultrafiltration mem-

branes and systems for large-scale water treatment applications

continues to grow steadily, with increasing orders from the US

and active market development in Asia, especially Taiwan and

Singapore. In Japan, demand is increasing for applications such

as preparation of ultra-pure water for LSI production and refin-

ing of pharmaceutical products.

Hipore™ membranes for lithium-
ion rechargeable batteries.

The Aciplex™ F-4203 ion-exchange
membrane for high-performance
electrolysis.
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Above: Flivas™, the new therapy for benign prostatic hyperplasia.
Left: A growing range of innovative pharmaceutical products.

Market share in ion-exchange increases

While demand for new and expanded chlor-alkali plants

decreased, Asahi Chemical expanded its leading share of the

world market for both membrane-process electrolysis systems

and ion-exchange membranes during the year. Significant

orders for electrolysis systems were received from North America,

Europe, and China, and significant orders for ion-exchange

membranes were received from Formosa Plastics Co. for its

electrolysis plants in the US and Taiwan. Marketing activity is

focused on further raising our world-leading share in the field

of membrane-process salt electrolysis with our unmatched

technological strengths in ion-exchange membranes, electrodes,

electrolyzers, and plant operation, and our unique ability to

provide comprehensive customer service.

Biotechnology and Medical Products
While the first full year of sales of the Flivas™ therapy for

benign prostatic hyperplasia contributed to results and sales of

Elcitonin™ increased, sales of most other pharmaceutical

products, especially antibiotics, were slack. Polysulfone artificial

kidneys and Sepacell™ leukocyte reduction filters made major

contributions to strong sales and operating profit growth for the

segment. Sales for the segment increased 6.1% (¥5.4 billion) to

¥93.4 billion. Sales for the segment as a share of total consoli-

dated net sales were 7.8%, largely unchanged from the 7.5%

of the previous year.

Major products

● Elcitonin™, Bredinin™, and other pharmaceuticals.

● Pharmaceutical intermediates, feed additives, diagnostic reagents.

● Artificial kidneys, Sepacell™ leukocyte reduction filters,

blood and plasma filters.

● Planova™ virus removal filters.

● Contact lenses.

Trial operation of a new
electrolysis cell design.
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License agreement with SmithKline Beecham

A license agreement was concluded with SmithKline Beecham in

February 2000 to advance the global clinical development of ß3

receptor agonists, a group of novel compounds discovered by

Asahi Chemical. The novel compounds have potential in the

treatment of diabetes and obesity through a pharmacological

mechanism different from that of existing therapies. SmithKline

Beecham, with a proven record in the field of diabetes, has

begun clinical studies on the novel compounds in the US.

Expansion of capacity for polysulfone artificial kidneys

As the worldwide market for hemodialysis expands, demand

growth is centered on hemodialyzers with polysulfone synthetic

polymer membranes. To meet this growing demand, Asahi

Medical Co., Ltd. began the first stage of a capacity expansion

for polysulfone hollow-fiber membranes in September 1999,

which will increase capacity for polysulfone artificial kidneys

approximately three-fold to 7 million modules/year. Plans are

to raise capacity to 10 million modules/year in a succeeding

expansion. Asahi Medical was the first company to develop

hollow-fiber artificial kidneys in Japan, and is Japan’s top maker

of hemodialyzers. These expansions are part of the effort to

attain Asahi Medical’s goal of becoming a global top-tier maker

of artificial kidneys.

New Sepacell™ plant

Sepacell™ leukocyte reduction filters are used during blood

transfusion to prevent adverse reactions such as chills and fevers

which are caused by leukocytes in the transfused blood. The

use of leukocyte reduction filters during transfusion has widely

become routine, and has been mandated in several countries

including France and the UK, resulting in a large increase in

demand. To meet this demand, Asahi Medical completed a new

Sepacell™ plant in March 2000, doubling production capacity.

A polysulfone hollow-fiber artificial
kidney from Asahi Medical.

The Sepacell™ leukocyte
reduction filter for improved
safety in transfusion.

Polysulfone hollow-fiber
membrane production plant.
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Engineering and Others
Sales for Asahi Engineering Co., Ltd. increased, but sales

volumes for Hi-Liki™ fizz drinks declined due to competition

from low-priced products, and operating profit for the seg-

ment decreased. Sales for the segment decreased 31.8%

(¥32.9 billion) to ¥70.5 billion, but were largely unchanged

from the previous year when accounting for the approximately

¥34 billion sales decrease that resulted from the July 1999

transfer of foods operations. Sales for the segment decreased

from 8.8% to 5.9% of total consolidated net sales.

Major products

● Plant, equipment, process engineering.

● Fukumusume™ and other sake, shochu, Hi-Liki™ and other

shochu fizz, salt.

Transfer of foods operations to Japan Tobacco

In July 1999 the foods operations of the Asahi Chemical Group,

with consolidated annual sales of approximately ¥45 billion, were

transferred to Japan Tobacco Inc. (JT) for approximately ¥24 billion.

The transfer was made in the conviction that it would open the

way to further growth and development of the operations as a

core element in JT’s drive to aggressively develop food business

operations as a central pillar of its business diversification program.

New low-alcohol liquors products

A new line of low-alcohol fruit juice cocktails was introduced

nationwide in November 1999. Each variety has an original new

flavor, made with a combination of two fruit juices, white wine,

herbs, and a light fizz. These products have gained popularity

among young women by offering full, fresh flavor while being

priced at the low end of a competitive market. A new line of low-

priced shochu fizz drinks with refreshing, dry flavors was intro-

duced in March 2000 to coincide with the growing preference

among young consumers for low-priced shochu fizz beverages.

New low-alcohol fruit juice cocktails.

New dry shochu fizz drinks.
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research & development
and new operations

Asahi Chemical’s established, world leading range of core technologies provide the foundation for R&D and production in a wide

range of fields, from chemicals, plastics, and fibers, to housing, pharmaceuticals, medical devices, and electronics.

Advanced technologies for CATALYSTS & PROCESSES are essential for the efficient production of various industrial chemicals. POLYMER

DESIGN AND PHASE SEPARATION technologies are employed in the creation of polymer materials and membranes with specific functions

and characteristics. Technology in ELECTROCHEMISTRY allows the production of table salt by electrodialysis and caustic soda by electroly-

sis, as well as making new, high-growth devices such as the rechargeable lithium-ion battery possible.

The combination of chemistry and electronics has yielded technologies for MICROFABRICATION and THIN FILMS which have spawned

a wide array of new electronic components and materials. MICROELECTRONICS technology allows the design and production of LSIs

with exceptional digital/analog mixed-signal processing capability.

BIOTECHNOLOGY & ORGANIC SYNTHESIS – including advanced organic synthesis, genetic recombination, cell fusion, and cell culture

technologies – support our operations in pharmaceuticals, medical devices, and liquors. INORGANIC MATERIALS technology has

given rise to highly functional construction materials as well as a number of catalysts used in the design and production of

chemical products.

ANALYTICAL & COMPUTATIONAL SCIENCE – which includes advanced analytical technology, as well as computer modeling and simula-

tion – is employed to heighten each of these core technologies.

Chemicals and plastics
New process development

We have developed a new, environmentally friendly process to

produce polycarbonate without the use of phosgene or methyl-

ene chloride. A joint venture company with Chi Mei Corpora-

tion of Taiwan has been established for the production and

marketing of polycarbonate using this process technology, and

plant construction is in progress.

Polymer development

Tuftec™ P-series high-performance thermoplastic elastomer

was developed using proprietary Asahi Chemical technology for

selective hydrogenation. The world’s only thermoplastic elas-

tomer with a styrene-butadiene-butylene-styrene molecular

structure, it displays improved heat resistance and processability

along with excellent low temperature performance.

Creolex™ high-performance polyethylene was developed

using a combination of Dow Chemical’s Incite* metallocene

Research and development in the Asahi Chemical Group is

focused on competitive-superiority businesses and related

operations, as well as areas related to the growth fields of

electronics, health care, and housing and construction materials.

The corporate management policy requires that effects on

the environment be given primary consideration in new product

and technology development. In accordance with this policy,

environmental compatibility is a precondition in the selection of

research subjects, development of new products, and commer-

cialization of new processes. Recycling technologies to reduce

the environmental impact of disposal of construction materials

and plastics, as well as technologies for high-sensitivity analysis

of endocrine disrupters such as dioxins and volatile organic

compounds in the home, are also being developed.

The ongoing “R on R” (Research on Research) initiative has

brought greater speed and efficiency to our research and devel-

opment effort, enabling the creativity and skill of our research-

ers to flourish.
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Scanning electron microscope at
the Analytical & Computational
Science Laboratories.

catalyst technology and Asahi Chemical’s proprietary tech-

nology for slurry polymerization, with commercial production

beginning in fiscal 2000.

* Incite is a trademark of The Dow Chemical Company.

Coating materials

Polydurex™ was developed as a novel paint vehicle by modify-

ing acrylic latex with silicone. Enabling the formulation of water-

base paints and finishes with outstanding durability, Polydurex™

has met strong demand since its market introduction.

Specialty products
Thermal CTP System

A next-generation computer-to-plate (CTP) system for offset

printing – the world’s most widely used printing method – is

now in the final stages of development. By using a near-infrared

laser to induce a change in the plate surface from the hydro-

philic to the hydrophobic phase, this is the world’s first CTP

system to eliminate the plate development step. The new

system not only results in consistent high-quality printing, but,

by making development unnecessary, decreases the time and

cost involved in plate-making and improves the workplace

environment by eliminating the need for development solvents.

Fibers and textiles
Solo™

Solo™ is a new synthetic filament with an unequaled combina-

tion of softness and stretchability. Textile products made of

Solo™ have earned a good reputation among apparel makers

due to their outstanding processability and ease of handling.

Roica™

The Roica™ elastic polyurethane product series has been

expanded with the development of new, highly functional

products, including Roica BZ™, with moisture wicking charac-

teristics superior to cotton, and Roica BX™, with excellent high-

pressure dyeability and formability.

Coarse-grained molecular
dynamic simulation of thermo-
plastic polyurethane elongation.

A printing plate is produced with
Asahi Chemical development-free
CTP.
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Scanning electron micrograph of Microza™
ozone-resistant PVDF hollow-fiber
membrane cross-section.

Newly developed filter system for separation of
hematopoietic cells from umbilical cord blood.

Housing and construction materials
Long Life Home™ products

Hebel Haus™ product development is guided by the Long Life

Home™ concept, which comprises the three aspects of physical

durability, functional adaptability, and long-term service. Asahi

Chemical’s strengths as a chemical maker were utilized to bring

the Long Life Home™ concept to fruition, through the develop-

ment of technologies to accurately forecast the usable life-span

of the principal materials, as well as improvements to both

materials and structural methods.

Neomafoam™

A phenolic foam panel with outstanding insulation performance

has been developed as a next-generation insulating material called

Neomafoam™, and a plant for its commercial production is under

construction. New technologies to add surface designs to Hebel™

ALC wall panels have also been developed, and trial marketing of

new products made using these technologies has begun.

Electronics
LSIs

Through world-leading advances in digital/analog mixed-signal

CMOS technology, Asahi Kasei Microsystems Co., Ltd. has

developed a range of high-performance, low-power-consumption

LSIs for application in the fields of communications and multi-

media. Important developments include analog front-end LSIs

and crystal oscillator devices for mobile phones, read-channel

LSIs for data storage devices, and analog-digital converter LSIs

for audio equipment. New development is focused on high-

frequency ICs which are expected to see strong market growth

in the field of communications, and image processing LSIs for

multimedia applications.

Molecular simulation of an enzyme.

Fuel cell stack using Asahi Chemical
proton-exchange membranes.
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Middleware

Optimized middleware has been developed which enables our

proprietary voice recognition technology to function efficiently

when integrated with a microprocessor. Development of mobile

phone and automotive applications for this technology are

progressing rapidly.

Thermosetting PPE

APPE™, the newly developed thermosetting polyphenylene

ether (PPE), is becoming an essential insulation material for

printed circuit boards for the electronics industry. With a permit-

tivity approaching that of fluoroplastics and a glass transition

temperature equaling that of heat-resistant polyimides, APPE™

is facilitating the development and production of new high-

speed computers and high-frequency mobile communications

equipment for the latest information systems, as well as many

other advanced electronic components and devices.

Membranes and systems
Ion-exchange membranes

The Aciplex™ F-4401 ion-exchange membrane was developed

in response to the need among chlor-alkali manufacturers for

greater energy efficiency in the salt electrolysis process. In

recognition of the high performance it enables, many users have

employed this membrane since its commercialization.

Utilizing on our world-leading membrane technology,

proton-exchange membranes are being developed for use in

polymer electrolyte fuel cells for home and automotive applica-

tions, where strong demand is forecast.

Large-scale water treatment

Strategic expansion of operations in microfiltration and ultrafil-

tration membranes and systems is progressing, centered on

large-scale water-treatment applications for both waste water

and potable water. As part of this effort, Asahi Chemical is

studying high-efficiency water-purification technology using

ozone-resistant polyvinylidene fluoride (PVDF) membranes.

Health care
Pharmaceuticals

Basic technologies for creation of new drugs are being upgraded

and expanded, and research is focused on new drugs with clear

pharmacological mechanisms in accord with the needs of society.

In February 2000, a license agreement was concluded with

SmithKline Beecham for ß3 receptor agonists, a group of novel

compounds discovered by Asahi Chemical with potential in the

treatment of diabetes and obesity, and clinical trials have begun

in the US. Clinical trials for recombinant human thrombomodu-

lin as an anti-thrombosis agent and human parathyroid hor-

mone as an anti-osteoporosis agent are also progressing.

Medical devices

In the field of medical devices, development is focused on

advancing the performance of Sepacell™ leukocyte reduction

filters to meet expanding needs world-wide for leukoreduced

blood products, and plasmapheresis products for a wide range

of applications.

New health care technologies

A new point-of-care system for the diagnosis of infectious

diseases is being developed, and Asahi Chemical has made an

endowment to the University of Tokyo Institute of Medical

Science to sponsor research on basic technology for cell therapy

using hematopoietic cells, a promising next-generation thera-

peutic method.
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environment, health and safety

Responsible Care at Asahi Chemical
Responsible Care represents the commitment and initiative of the chemical industry to secure and improve safety and environmen-

tal protection at every step of the product life-cycle – including research, development, production, sale, distribution, use, and dispos-

al – through the determination and responsibility of each member corporation. Responsible Care activities at Asahi Chemical are

not limited to chemicals-related operations, but apply throughout all operations of Asahi Chemical Group companies.

During the year under review, our Responsible Care initiative was highlighted by two main categories of activity:

●  Promoting Responsible Care Awareness

Information related to Responsible Care activities was distributed periodically throughout the company, and reports were presented

at Japan Responsible Care Council meetings.

●  Maintaining Effective Implementation

The Environment & Safety Department, Quality Assurance & Product Safety Department, and Department of Legal & General

Affairs jointly oversee the implementation of Responsible Care activities. Responsible Care Inspections were carried out to confirm

that Responsible Care ideals are systematically maintained at each operating division.

The Environment
Reducing Air Pollution

A three-year program was initiated in April 1997 to curtail

emissions of atmospheric pollutants specified for priority by the

Environment Agency by 30% of the fiscal 1995 level. At the

completion of the program in March 2000 we exceeded this

target, achieving a 48% reduction.

PRTR

Since 1995, the Japan Chemical Industry Association has con-

ducted an industry-wide program for Pollutant Release and

Transfer Registration (PRTR). Of the 284 substances identified

for monitoring, 95 are handled in our operations.

In fiscal 1999 the Environment Agency conducted its third

PRTR trial, which was expanded to include several major

industrial areas throughout Japan. The industrial petrochemical

district of Kawasaki has been included each time, and Asahi

Chemical’s Kawasaki Office has been an active participant

throughout the three trials.

Energy Conservation

In accordance with the Energy Conservation Law, our target is

to reduce unit energy consumption by at least 1% each year.

For fiscal 1999 we again surpassed this target, achieving a

4.35% reduction.

ISO 14001 Certification

During the fiscal year, the Asahi Chemical Group acquired ISO

14001 certification at two sites: The plants at Nobeoka, and

Shin Nihon Salt Co., Ltd. We have now acquired certification at

all seven of our main production sites.

Reducing Greenhouse Gas Emissions

Nitrous oxide, a greenhouse gas, is a by-product of the adipic

acid production process. New equipment to thermally decom-

pose nitrous oxide by-product at our adipic acid plant was

brought on line in March 1999, resulting in a reduction in

emissions of over 90% for fiscal 1999.
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Asahi Chemical’s Responsible Care Report:
Environmental Preservation, Product
Safety, Operational Safety and Health.

Right: Equipment for thermal decomposition of nitrous oxide
by-product at our adipic acid plant.
Below: Plant safety training at the Asahi Operational
Academy in Mizushima.

Product Safety
Leadership in product safety worthy of the customer’s expectation

and trust is an integral part of corporate policy at Asahi Chemical,

supported and reinforced by constant research and development

in production processes and products for this purpose.

To ensure the provision of safe products, the product safety

management system is maintained through a variety of activities

based on the Product Safety Management Regulations, with

results of these activities reviewed during annual Responsible

Care audits.

Catalogs, pamphlets, and other literature are revised in order

to enrich the dialog with the consumer and promote safe prod-

uct handling and use.

Chemical product safety is secured in accordance with our

established Standards for Evaluating the Safety of Chemical

Products. Material Safety Data Sheets (MSDSs) and other safety

information for chemical products are updated and revised as

necessary, to evoke a reevaluation of safe handling practices by

our customers and to keep them current at all times.

No case of product liability has occurred at Asahi Chemical

since the Products Liability Law took effect in July 1995.

Quality Assurance
In accordance with our commitment to quality, we began in

1992 to successively acquire certification under ISO 9000 series

international quality assurance standards throughout our opera-

tions. At present, ISO 9001 or ISO 9002 certification has been

acquired for all products in Chemicals & Plastics, High Perfor-

mance Plastics & Compounds, Specialty Chemicals, Fabricated

Home Products, Fibers & Textiles, Electronics, Membranes &

Systems, and Construction Materials, and the quality assurance

systems throughout these operations are maintained in compli-

ance with these international standards.

Official mark of Japan’s
Responsible Care Program.
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Sales increased 10.8% to ¥412.9 billion, and operating profit increased

65.0% to ¥22.4 billion. Sales for the sector as a share of total consoli-

dated net sales increased from 31.8% to 34.6%. While weak demand

for commercial buildings affected results in construction materials,

growth in the number of finished housing units for the year brought

strong results.

Sales decreased 6.1% to ¥139.1 billion, and operating profit increased

4.0% to ¥2.1 billion. Sales for the sector as a share of total consolidated

net sales decreased from 12.7% to 11.6%. Sales volumes for functional

products grew in both domestic and export markets, but commodity

synthetic filaments, acrylic staple, and cellulosics were adversely affected

by weak domestic demand for apparel and a strong yen.

Although sales for the sector decreased 4.8% to ¥262.6 billion, this

decrease was much smaller than the sales decrease resulting from the

July 1999 transfer of foods operations. Operating profit increased

37.5% to ¥30.0 billion. Sales for the sector as a share of total consoli-

dated net sales decreased from 23.5% to 22.0%. Results for electron-

ics-related products, especially for use in mobile phone handsets, were

very strong.
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* For comparison purposes, results by business category for the year ended March 31, 1998 have been recalculated in accordance with the revised categories for the year ended March
31, 1999. Notable changes include the transfer of photopolymers and explosives from Special Products and Services to Chemicals and Plastics, and FRP fish reefs from Special
Products and Services to Housing and Construction Materials.

RESULTS NET SALES /  OPERATING PROFIT

Sales increased 1.2% to ¥379.6 billion, and operating profit increased

43.0% to ¥19.7 billion. Sales for the sector as a share of total consoli-

dated net sales were 31.8%, largely unchanged from the previous year.

While sharp increases in raw material and fuel prices affected results

throughout the sector, profitability was improved through restructuring,

cost-cutting, and rationalization.



HIGHLIGHTS MAJOR PRODUCTS

● Conclusion of an agreement with The Dow Chemical Company in September

1999 for construction of a joint polystyrene production facility in China.

● Conclusion of an agreement with Chi Mei Corporation in October 1999 to

establish a joint venture in Taiwan for production and sale of polycarbonate.

● Conclusion of an agreement with Nippon Steel Chemical Co., Ltd. in April 2000

for transfer of Nippon Steel Chemical’s subsidiaries in the US and Europe for

compounded resins production.

● Entry into silicone business through Wacker Asahikasei Silicone Co., Ltd., a joint

venture with Wacker Chemie GmbH established in October 1999.

● Two new two-story home products with enhanced “long-life functionality” were

introduced: The Urbing™, in April 1999, and the Sofit™, in July 1999.

● The Avail-3�™, the three-story home which enables copious, luxurious living in

the urban setting, was introduced in February 2000.

● An Internet-based brokering operation for used Hebel Haus™ homes was

launched in July 1999, to augment “long-life service.”

● Development of Neomafoam™, an innovative new phenolic foam insulation

panel with nearly twice the insulation performance of ordinary plastic insulation

panels, was completed.

● The elastic polyurethane lineup was strengthened with the introduction of Roica

BZ™, with moisture absorbency on par with cotton and moisture desorption

performance several times better than cotton.

● Our joint venture with Formosa Plastics Company for fully integrated Roica™

production in Taiwan, from PTMG through yarns, began production operation in

April 2000.

● To meet expanding demand for use in disposable diapers, a new spunbond plant

is being constructed which will raise capacity to 35,000 tons/year upon comple-

tion in 2001.

● Asahi Chemical was the first company in the world to commercialize a synthetic

filament made of 3GT. Marketed under the brand Solo™, its use by prominent

apparel makers is growing.

● A 40% increase in production capacity for Sunfort™ photosensitive dry film resist

for printed circuit board production was completed in January 2000, and the global

supply infrastructure expanded.

● Products developed by Asahi Kasei Microsystems using its digital/analog mixed-

signal CMOS technology corresponded closely with market needs, resulting in a

sharp sales increase.

● A license agreement with SmithKline Beecham was concluded in February 2000 to

advance the global clinical development of ß3 receptor agonists, a group of novel

compounds discovered by Asahi Chemical with potential in the treatment of

diabetes and obesity.

● As the first stage of a program of capacity expansion for polysulfone hollow-fiber

membranes for artificial kidneys, Asahi Medical began construction in September

1999 which will increase capacity three-fold.

● Asahi Chemical’s foods operations with consolidated annual sales of approximately

¥45 billion were transferred to Japan Tobacco Inc. for approximately ¥24 billion.

● Ammonia, nitric acid, caustic soda,

acrylonitrile (AN), styrene monomer,

methyl methacrylate (MMA) mono-

mer, adipic acid, industrial cleaning

agents, high-compound fertilizers.

● Polyethylene (PE), polystyrene (PS),

styrene-acrylonitrile, acrylonitrile-

butadiene-styrene, latex, polymethyl

methacrylate, synthetic rubber,

thermoplastic elastomers (TPEs).

● Polyacetal, modified polyphenylene

ether (mPPE), nylon 66, molding

machine purging agent.

● Food wrapping films, food storage

bags, films, sheets, foams.

● Coating materials, stencil paper,

microcrystalline cellulose, explosives,

metal cladding, photosensitive resins,

printing plate making systems.

● Hebel Haus™, Hebel Mezon™,

Scrum House™, apartments, condo-

miniums, remodeling, real estate,

residential land development.

● Autoclaved lightweight concrete

(ALC) panels, piles, artificial fish reefs.

● Acrylic staple, acrylic filament, nylon 66

filament, polyester filament.

● Cuprammonium rayon, viscose rayon.

● Elastic polyurethane filament, non-

woven fabrics.

Electronics

● Photosensitive dry film resist (DFR),

glass fiber fabric.

● Photosensitive polyimide, pellicles.

● LSIs, Hall elements.

Membranes and Systems

● Ultrafiltration and microfiltration

membranes and systems.

● Fine porous membranes.

● Ion-exchange membranes, electrolysis

and electrodialysis systems.

Biotechnology and Medical Products

● Elcitonin™, Bredinin™, and other

pharmaceuticals.

● Pharmaceutical intermediates, feed

additives, diagnostic reagents.

● Artificial kidneys, Sepacell™ leukocyte

reduction filters, blood and plasma filters.

● Planova™ virus removal filters.

● Contact lenses.

Engineering and Others*

● Plant, equipment, process engineering.

● Fukumusume™ and other sake, shochu,

Hi-Liki™ and other shochu fizz, salt.

Asahi Chemical Industry Co., Ltd.
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* With the divestment of the foods operations, the “foods and liquors” and “engineering and services” segments have been combined as “engineering and others”.
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Millions of yen, except where noted

For the year ended March 31 2000 1999 1998* 1998 1997 1996

Net sales ¥1,194,462 ¥1,171,845 ¥1,281,675 ¥1,281,675 ¥1,291,599 ¥1,210,170

Chemicals and Plastics 379,677 375,048 400,420 373,874 363,589 354,595

Housing and Construction Materials 412,954 372,649 425,553 424,532 451,407 392,030

Fibers and Textiles 139,181 148,277 181,542 181,542 184,065 177,499

Special Products and Services 262,650 275,871 274,160 301,727 292,538 286,046

Electronics 80,653 66,212 63,235 62,337 59,457 56,794

Membranes and Systems 17,967 18,133 20,828 — — —

Biotechnology and Medical Products 93,460 88,050 82,703 82,703 82,058 81,294

Specialty Products — — — 33,593 29,464 28,810

Foods and Liquors — 90,068 88,478 88,478 89,014 82,742

Engineering and Others** 70,570 13,408 18,916 34,616 32,545 36,406

Domestic sales 1,044,630 1,009,439 1,127,590 1,127,590 1,133,811 1,065,670

Overseas sales 149,832 162,406 154,085 154,085 157,788 144,500

Operating profit 74,323 51,237 62,814 62,814 72,103 56,271

Ordinary profit 85,853 42,443 56,271 56,271 60,686 47,604

Income before income taxes 39,615 37,525 40,264 40,264 49,259 27,075

Net income 20,525 17,392 20,809 20,809 25,353 9,235

Net income per share (yen) 14.23 12.06 14.43 14.43 17.57 6.40

Capital expenditures 63,213 70,461 74,981 74,981 73,217 71,908

Depreciation 63,629 63,845 67,117 67,117 70,897 74,875

R&D expenditures 50,015 56,844 57,023 57,023 55,591 55,306

Cash dividends per share (yen) 6.00 6.00 6.00 6.00 6.00 6.00

As of March 31 2000 1999 1998* 1998 1997 1996

Total assets ¥1,180,372 ¥1,185,249 ¥1,206,872 ¥1,206,872 ¥1,250,921 ¥1,235,054

Inventories 181,771 193,691 198,651 198,651 206,253 198,282

Property, plant and equipment 416,881 435,005 424,499 424,499 424,002 426,744

Investments and other assets 127,013 132,251 141,388 141,388 151,804 156,984

Shareholders’ equity 476,159 464,339 455,250 455,250 442,730 425,947

Shareholders’ equity per share (yen) 330.07 321.88 315.64 315.64 306.89 295.26

Shareholders’ equity to total assets (%) 40.3 39.2 37.7 37.7 35.4 34.5

Number of employees 26,580 29,263 27,792 27,792 26,721 28,155

  * For comparison purposes, results by business category for the year ended March 31, 1998 have been recalculated in accordance with the revised categories for the
year ended March 31, 1999. Notable changes include the transfer of photopolymers and explosives from Special Products and Services to Chemicals and Plastics, and
FRP fish reefs from Special Products and Services to Housing and Construction Materials. Within Special Products and Services, functional membranes have been
transferred from Specialty Products to Membranes and Systems, and ion-exchange has been transferred from Engineering and Services to Membranes and Systems.

** With the divestment of the foods operations, the “foods and liquors” and “engineering and services” segments have been combined as “engineering and others”.
For the years ended March 31, 1996 through 1999, figures shown as Engineering and Others are those for the previous Engineering and Services segment.

Consolidated Five-Year Summary
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries
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Management’s Discussion and Analysis

OVERVIEW OF FISCAL 1999 CONSOLIDATED RESULTS

(April 1, 1999 – March 31, 2000)

Some improvement in the operating environment was seen during the fiscal year, owing to

successive fiscal stimulus measures by the Japanese government and increased exports to

Asia, but the Japanese economy in general continued to be slack, with private sector demand

remaining weak.

Net sales, operating profit

Net sales increased by ¥22.6 billion to ¥1,194.4 billion, an increase of 1.9% on the previous

year. The sales increase was 4.8% when adjusted to account for the July 1999 transfer of our

foods operations to Japan Tobacco Inc. and the October 1999 transfer of our polystyrene R&D

and production facilities to A&M Styrene Co., Ltd., our polystyrene joint venture with Mitsubishi

Chemical Corp.

Operating profit increased by ¥23.0 billion to ¥74.3 billion, a 45.1% increase and a 1.8 per-

centage point increase to 6.2% of net sales. While poor market conditions and weak demand

affected results for both fibers and construction materials, restructuring, cost-cutting, and

rationalization contributed to increased operating profit in chemicals and plastics, and operating

profit growth was strong in both housing and electronics.

Non-operating income and expenses, ordinary profit

A gain on sale of marketable securities of ¥23.9 billion was realized to cover pension plan contri-

bution for early amortization of past service costs. Equity in loss of unconsolidated subsidiaries

and affiliates decreased by ¥2.3 billion, and net interest and dividend expenses decreased by

¥2.0 billion. As a result, the net of non-operating income and expenses improved by ¥20.3

billion to ¥11.5 billion, and ordinary profit increased by 102.3% (¥43.4 billion) to ¥85.8 billion.

Special gains and losses

Special gains of ¥31.7 billion included a ¥20.7 billion gain on sale of investment securities and a

¥10.4 billion gain on the transfer of foods operations. Special losses of ¥78.0 billion included

¥41.3 billion in severance pay to support employees resigning for new career opportunities, a

¥19.0 billion pension plan contribution for early amortization of past service costs, and ¥12.1

billion in restructuring charges. While the resulting net special loss of ¥46.2 billion was a large

increase on the previous year’s ¥4.9 billion, we considered this outlay to be necessary to achieve

structural improvements and reduce operating costs.

Income before income taxes, net income

Income before income taxes and minority interests increased 5.6% (¥2.0 billion) to ¥39.6 billion,

an increase from 3.2% to 3.3% of net sales. After subtracting the ¥18.4 billion balance of in-

come taxes and deferred income taxes, and ¥0.6 billion for minority interests in consolidated

Chemicals and Plastics
Housing and Construction Materials
Fibers and Textiles
Special Products and Services

Chemicals and Plastics
Housing and Construction Materials
Fibers and Textiles
Special Products and Services

*For comparison purposes, results by business category for the year ended March 31, 1998 have been recalculated in accordance with the revised categories for the year
ended March 31, 1999. Notable changes include the transfer of photopolymers and explosives from Special Products and Services to Chemicals and Plastics, and FRP
fish reefs from Special Products and Services to Housing and Construction Materials.
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subsidiaries, net income was ¥20.5 billion, an 18.0% (¥3.1 billion) increase on the previous year

and 1.7% of net sales, up from 1.5%. Net income per share increased from ¥12.06 to ¥14.23.

An amendment of the Regulations of Consolidated Financial Statements enabled the applica-

tion of deferred tax accounting for the first time during the year. As a result, net income was

¥10.7 billion higher than it would have been without adoption of deferred tax accounting.

Dividends for the year were ¥6 per share, unchanged from the previous year. The dividend

amount for the year was determined to be appropriate considering our earnings position and

the need for an internal reserve for investments which will enable greater earnings capability.

RESULTS BY SEGMENT

Operating sectors

Chemicals and plastics

Sales for the sector increased 1.2% (¥4.6 billion) to ¥379.6 billion. While sharp increases in

raw material and fuel prices affected results throughout the sector, profitability was improved

through restructuring, cost-cutting, and rationalization. Operating profit increased 43.0%

(¥5.9 billion) to ¥19.7 billion.

Sales of basic chemicals such as styrene monomer and acrylonitrile grew as demand and mar-

ket conditions recovered. As a result of restructuring, cost-cutting, and rationalization, operating

losses in MMA monomer decreased and styrenic resins returned to profitability. Operating profit

in performance plastics increased, with exports of Xyron™ modified polyphenylene ether and

Leona™ nylon 66 growing. In synthetic rubbers and elastomers, sales volumes of specialty

products grew. Specialty chemicals sales and operating profit decreased; sales of latex for coat-

ing applications grew, but sales and operating profit for photopolymers and print-making sys-

tems were adversely affected by the weakness of the euro. Home products operating profit

increased, with sales growth for Ziploc™ food storage bags and food packaging products such

as films and sheets, but sales of Saran Wrap™ food wrapping film decreased.

Housing and construction materials

While weak demand for commercial buildings affected results in construction materials, growth

in the number of finished housing units for the year resulted in a sales increase of 10.8% (¥40.3

billion) to ¥412.9 billion for the sector, with operating profit increasing 65.0% (¥8.8 billion) to

¥22.4 billion.

The operating environment for housing products during the year was favorable, with low

interest rates and an expansion of preferential tax treatment such as home loan deductions. A

pervasive marketing effort to take full advantage of this environment included a range of pro-

motional activities in concert with our Long Life Home™ concept, such as the expansion of

alliances with major banks to provide preferential loans for Hebel Haus™ buyers, and the intro-

duction of new products such as the Urbing™, which enables expansion without requiring

residents to temporarily move out. The result was solid growth in housing sales and orders, with

strong profit growth. While sales volumes for residential construction materials increased, overall

construction materials sales decreased and operating losses increased due to low market prices,

weak demand for commercial buildings, and slack private investment.
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Fibers and textiles

Sales volumes for functional products grew, both in Japan and in export markets, but commodity

synthetic filaments, acrylic staple, and cellulosics were adversely affected by weak domestic

demand for apparel and a strong yen. Sales for the sector decreased 6.1% (¥9.0 billion) to

¥139.1 billion, and operating profit increased 4.0% (approximately ¥0.1 billion) to ¥2.1 billion.

Operating losses in polyester filament and Leona™ nylon 66 filament were reduced through

cost-cutting and rationalization, but poor market conditions for acrylics, especially in East Asia,

hindered improvement of the operating loss. Decreased exports of cellulosics, particularly to

Europe and North America, resulted in lower sales volumes and poor results for the year. In

functional products, sales volumes of Roica™ elastic polyurethane increased, with strong

growth in exports to Asia. Sales and profits growth for spunbond were strong, with sales

growth centered on applications in consumable products.

Special products and services

While the July 1999 transfer of foods operations to Japan Tobacco Inc. resulted in a loss of

approximately ¥34 billion in sales, sales for the sector decreased only 4.8% (¥13.2 billion) to

¥262.6 billion, and operating profit increased 37.5% (¥8.1 billion) to ¥30.0 billion, with sharp

growth in sales and operating profit in electronics related products, especially for application in

mobile phone handsets.

Electronics products returned healthy growth in sales and operating profit. Crystal oscillator

devices and other analog ICs for mobile phones and personal computers made strong contribu-

tions. Sales also grew for electronic materials such as photosensitive dry film resist for printed

circuit boards.

Though sales in membranes and systems were largely unchanged, operating profit grew.

Results for ion-exchange membranes and electrolysis equipment were adversely affected by a

world-wide slowdown in plans for new and expanded chlor-alkali plants. Sales and operating

profit growth was strongest for fine porous membranes for lithium-ion rechargeable batteries.

Sales and operating profit for microfiltration and ultrafiltration membranes for large-scale water

treatment also grew.

Sales and operating profit for biotechnology and medical products increased. While the first

full year of sales of the Flivas™ therapy for benign prostatic hyperplasia contributed to results,

sales of most other pharmaceutical products, especially antibiotics, were slack. Sales and operat-

ing profit growth was strong for polysulfone artificial kidneys and leukocyte reduction filters.

With the divestment of the foods operations, the “foods and liquors” and “engineering and

services” classifications have been combined as “engineering and others.” Sales for engineering

and others decreased, but were largely unchanged when accounting for the sales decrease

resulting from the divestment of foods operations. Operating profit for the segment decreased.

Sales and operating profit for Asahi Engineering Co., Ltd. increased, but sales volumes for Hi-Liki™

fizz drinks decreased due to competition from low-priced products.

Overseas sales

Overseas sales were ¥149.8 billion, a decrease from 13.9% to 12.5% of consolidated net sales.
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LIQUIDITY AND CAPITAL RESOURCES

Financial position

Total consolidated assets as of March 31, 2000 were ¥1,180.3 billion, 0.4% (¥4.8 billion) less

than a year earlier. Despite decreases in notes receivable, accounts receivable, marketable

securities, and inventories, current assets increased 1.1% (¥6.5 billion) to ¥605.5 billion due to

an increase in cash on hand and in banks as well as the inclusion of deferred income taxes as a

current asset due to the application of deferred tax accounting. Despite increases such as the

inclusion of deferred income taxes as a fixed asset due to the application of deferred tax

accounting, fixed assets decreased 2.4% (¥13.5 billion) to ¥562.0 billion due to large reductions

in tangible fixed assets resulting from the transfers of foods and polystyrene operations.

Despite progress in repaying short-term borrowings and commercial paper, current liabilities

increased 0.4% (¥1.5 billion) to ¥397.0 billion due to increases in notes payable, accounts pay-

able, accrued taxes on income, and advance received. Long-term liabilities decreased 5.8%

(¥18.0 billion) to ¥292.6 billion, with substantial reductions in bonds and long-term borrowings.

As a result, interest-bearing debt was reduced by 18.8% (¥68.0 billion) to ¥293.1 billion. Share-

holders’ equity increased 2.5% (¥11.8 billion) to ¥476.1 billion, largely due to an increase in

retained earnings. As a result, shareholders’ equity rose from 39.2% to 40.3% of total assets,

and shareholders’ equity per share increased by ¥8.19 to ¥330.07.

Capital expenditures

For the Asahi Chemical Group, priority in capital expenditure is given to investment in new and

expanded plant and equipment in product fields with long-term growth potential. Investments

are also made for the rationalization, modification, and maintenance of production facilities to

improve product quality and reduce production costs. During the fiscal year, capital expenditure

by operating sector, including tangible and intangible fixed assets, was as follows.

Totals for the year Change on
(millions of yen) previous year

Chemicals and plastics ¥20,470 –23.0%

Housing and construction materials 6,937 +10.6%

Fibers and textiles 9,986 – 0.7%

Special products and services 22,191 – 5.1%

Combined 59,584 –10.1%

Corporate assets and eliminations 3,629 –12.8%

Consolidated ¥63,213 –10.3%

To ensure maximum return on capital, expenditure for the year was limited to projects which

met strict investment standards. As a result, in all sectors except housing and construction

materials, capital expenditure was less than the previous year.

(Billions of yen)

96 97 98 99 00

NET INCOME

Years ended March 31

10

20

30

(Billions of yen)

96 97 98 99 00

LONG- AND 
SHORT-TERM DEBT

As of March 31

100

300

400

200

500



Asahi Chemical Industry Co., Ltd.
Annual Report 2000

35

The ¥20.4 billion capital expenditure in chemicals and plastics included capacity expansions

for Xyron™ modified polyphenylene ether and specialty elastomers, as well as projects for ratio-

nalization, modification, and maintenance of plant and equipment throughout the sector. The

¥6.9 billion capital expenditure in housing and construction materials was largely for construc-

tion of a new plant for Neomafoam™ phenolic foam insulation panels. The ¥9.9 billion capital

expenditure in fibers and textiles was largely for a capacity expansion for Lamous™ bonded

polyester microfiber. The ¥22.1 billion capital expenditure in special products and services was

largely for plant expansions for Sunfort™ photosensitive dry film resist and Planova™ virus

removal filters, and for a new plant for Sepacell™ leukocyte reduction filters.

Cash flows

Cash and cash equivalents at fiscal year-end were ¥104.9 billion, a net increase of ¥27.3 billion.

Cash generated, largely from operating profit, depreciation and amortization, sale of marketable

securities, and from the transfer of business operations, outweighed cash used, largely to reduce

interest-bearing debt and to acquire fixed assets. A further increase of ¥1.9 billion resulted from

the consolidation of unconsolidated subsidiaries.

Cash flows from operating activities

Operating activities generated ¥68.1 billion of net cash. Cash generated was largely from ¥74.3

billion in operating profit and ¥63.6 billion in depreciation and amortization. Cash used in oper-

ating activities was largely for extraordinary items such as ¥36.7 billion in severance pay to

support employees resigning for new career opportunities and a ¥18.7 billion pension plan

contribution for early amortization of past service costs, as well as ¥18.4 billion in income taxes.

Cash flows from investing activities

Investing activities generated net cash of ¥34.2 billion. Major factors affecting net cash gener-

ated were ¥31.6 billion generated from sale of marketable securities, ¥25.5 billion generated

from sale of investment securities, ¥34.0 billion generated from the transfer of business opera-

tions, and ¥60.8 billion used for acquisition of tangible and intangible fixed assets.

Cash flows from financing activities

Net cash of ¥74.4 billion was used in financing activities. The largest factors affecting net cash

used were ¥65.0 billion to repay commercial paper and ¥20.0 for bond redemption.

(Billions of yen)

96 97 98 99 00

CAPITAL 
EXPENDITURES

Years ended March 31

40

20

60

80

(Billions of yen)

96 97 98 99 00

OPERATING CASH 
FLOWS

Years ended March 31

75

50

25

100

125



Asahi Chemical Industry Co., Ltd.
Annual Report 2000

36

Thousands of
U.S. dollars

Millions of yen (Note 1)

ASSETS 2000 1999 2000

CURRENT ASSETS:

Cash on hand and in banks (Note 5) ¥     93,793 ¥     85,525 $     876,570
Notes and accounts receivable, trade (Notes 6, 9 and 18) 256,342 258,582 2,395,720
Marketable securities (Notes 5 and 7) 20,795 26,860 194,346
Inventories 181,771 193,691 1,698,794
Deferred income taxes (Note 11) 14,400 — 134,579
Other current assets (Note 6) 44,298 40,176 414,000
Allowance for doubtful accounts (5,839) (5,796) (54,570)

Total current assets 605,560 599,038 5,659,439

FIXED ASSETS:

Property, plant and equipment, net of
accumulated depreciation (Notes 8 and 9) —
Buildings 150,247 149,849 1,404,178
Machinery and equipment 165,194 182,058 1,543,869
Land 63,115 63,691 589,860
Construction in progress 22,744 21,909 212,561
Other 15,581 17,498 145,617

416,881 435,005 3,896,085

Intangible fixed assets 18,110 8,316 169,252

Investments and other assets —
Investment securities (Notes 6 and 7) 102,288 101,244 955,963
Long-term receivables (Note 6) 1,380 3,282 12,897
Deferred income taxes (Note 11) 2,987 — 27,916
Other 22,262 31,521 208,055
Allowance for doubtful accounts (1,904) (3,796) (17,794)

127,013 132,251 1,187,037

Total fixed assets 562,004 575,572 5,252,374

FOREIGN CURRENCY TRANSLATION ADJUSTMENT 12,808 10,639 119,701

Total assets ¥1,180,372 ¥1,185,249 $11,031,514

The accompanying notes are an integral part of these statements.

Consolidated Balance Sheets
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries
March 31, 2000 and 1999
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Thousands of
U.S. dollars

Millions of yen (Note 1)

LIABILITIES, MINORITY INTEREST AND SHAREHOLDERS’ EQUITY 2000 1999 2000

LIABILITIES:

Current liabilities —
Notes and accounts payable, trade (Note 6) ¥   139,390 ¥   124,809 $  1,302,710
Short-term borrowings (Notes 5, 6 and 9) 32,751 73,287 306,084
Current portion of long-term debt (Note 9) 30,743 31,504 287,318
Accrued taxes on income 19,763 9,463 184,701
Deferred income taxes (Note 11) 3 — 28
Accrued expenses 77,988 73,601 728,860
Advance received 36,626 26,149 342,299
Other current liabilities 59,783 56,644 558,720

Total current liabilities 397,047 395,457 3,710,720

Long-term liabilities —
Long-term debt (Notes 6 and 9) 228,253 254,846 2,133,206
Deferred income taxes (Note 11) 8,674 — 81,065
Accrued severance indemnities (Note 10) 37,887 39,656 354,084
Customers’ guarantee deposits 15,955 15,392 149,112
Other long-term liabilities 1,915 815 17,897

Total long-term liabilities 292,684 310,709 2,735,364

MINORITY INTEREST IN CONSOLIDATED SUBSIDIARIES 14,482 14,744 135,346

SHAREHOLDERS’ EQUITY:

Common stock, ¥50 par value —
Authorized — 4,000,000,000 shares
Issued and outstanding — 1,442,616,332 shares 103,389 103,389 966,252
Additional paid-in capital 79,396 79,396 742,019
Revaluation surplus (Note 12) 873 873 8,159
Retained earnings (Note 17) 292,510 280,688 2,733,738

476,168 464,346 4,450,168
Common stock in treasury, at cost (9) (7) (84)

Total shareholders’ equity 476,159 464,339 4,450,084

CONTINGENT LIABILITIES (Note 18)

Total liabilities, minority interest and shareholders’ equity ¥1,180,372 ¥1,185,249 $11,031,514

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Income
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2000 and 1999

Thousands of
U.S. dollars

Millions of yen (Note 1)

2000 1999 2000

Net sales (Notes 6 and 16) ¥1,194,462 ¥1,171,845 $11,163,196
Cost of sales (Note 6) 850,147 850,030 7,945,299

Gross profit 344,315 321,815 3,217,897
Selling, general and administrative expenses (Note 13) 269,992 270,578 2,523,290

Operating profit (Note 16) 74,323 51,237 694,607

Non-operating income:
Interest and dividend income 4,031 5,191 37,673
Gain on sale of marketable securities 23,988 5,409 224,187
Other 4,314 4,184 40,318

Total non-operating income 32,333 14,784 302,178

Non-operating expenses:
Interest expense 8,090 11,338 75,607
Equity in loss of unconsolidated subsidiaries and affiliates 467 2,831 4,364
Loss on disposal of inventory 2,583 — 24,140
Other 9,663 9,409 90,310

Total non-operating expenses 20,803 23,578 194,421

Ordinary profit 85,853 42,443 802,364

Special gains:
Gain on sale of investment securities 20,753 — 193,953
Gain on sale of property, plant and equipment 554 4,884 5,178
Gain on business transfers 10,488 — 98,019

Total special gains 31,795 4,884 297,150

Special losses:
Loss from devaluation of investment securities 1,392 1,376 13,009
Loss on sale of investment securities — 2,672 —
Loss on disposal of property, plant and equipment 4,111 3,305 38,421
Severance pay to support employees resigning for new career opportunities 41,320 — 386,168
Contribution to pension plan for amortization of past service costs 19,064 — 178,168
Restructuring charges 12,146 2,449 113,505

Total special losses 78,033 9,802 729,271

Income before income taxes and minority interests 39,615 37,525 370,243
Income taxes (Note 11) — current (29,132) (19,422) (272,272)

— deferred 10,696 — 99,963
Minority interests in consolidated subsidiaries (654) (711) (6,112)

 Net income ¥     20,525 ¥     17,392 $     191,822

U.S. dollars
Yen (Note 1)

2000 1999 2000

Per share data:
Net income — Basic ¥14.23 ¥12.06 $0.13

— Diluted ¥14.21 ¥12.06 $0.13

Cash dividends ¥  6.00 ¥  6.00 $0.06

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Retained Earnings
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2000 and 1999

Thousands of
U.S. dollars

Millions of yen (Note 1)

2000 1999 2000

Retained earnings at beginning of year ¥280,688 ¥247,234 $2,623,252
Transfer from legal reserve — 24,434 —
Cumulative effect of changes in accounting for income taxes (128) — (1,196)

280,560 271,668 2,622,056

Increase in retained earnings due to additions and deductions of
consolidated subsidiaries and affiliates accounted for on an equity basis 438 441 4,094

Deduction:
Cash dividends —

Prior year-end:
1999 4,328 — 40,449
1998 — 4,328 —

Interim:
2000 4,328 — 40,449
1999 — 4,328 —

Bonuses to directors and statutory auditors 126 148 1,177
Decrease in retained earnings due to exclusion of
affiliates accounted for on an equity basis 231 9 2,159

8,575 8,372 80,140

Net income 20,525 17,392 191,822

Retained earnings at end of year ¥292,510 ¥280,688 $2,733,738

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries
Year ended March 31, 2000

Thousands of
Millions U.S. dollars
of yen (Note 1)

2000 2000

CASH FLOWS FROM OPERATING ACTIVITIES:
Income before income taxes and minority interests ¥  39,615 $   370,243
Depreciation and amortization 63,629 594,664
Amortization of goodwill 503 4,701
Interest and dividend income (4,031) (37,673)
Interest expense 8,090 75,607
Equity in loss of unconsolidated subsidiaries and affiliates 467 4,364
Gain on sale of marketable securities (23,988) (224,187)
Gain on sale of investment securities (20,753) (193,953)
Gain on business transfers (10,488) (98,019)
Loss from devaluation of investment securities 1,392 13,009
Severance pay to support employees resigning for new career opportunities 41,320 386,168
Contribution to pension plan for amortization of past service costs 19,064 178,168
Increase in notes and accounts receivable, trade (6,045) (56,495)
Decrease in inventories 5,374 50,224
Increase in notes and accounts payable, trade 17,333 161,991
Increase in accrued expenses 5,264 49,196
Increase in advances received 10,482 97,963
Other (1,065) (9,962)

Sub total 146,163 1,366,009
Interest and dividend income, received 4,614 43,122
Interest expense, paid (8,602) (80,393)
Severance payment to support employees resigning for new career opportunities (36,754) (343,495)
Contribution to pension plan for amortization of past service costs, paid (18,729) (175,037)
Income taxes, paid (18,499) (172,888)

Net cash provided by operating activities 68,193 637,318

CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for purchases of time deposits (23,192) (216,748)
Proceeds from maturities of time deposits 44,522 416,093
Payments for purchases of marketable securities (1,518) (14,187)
Proceeds from sales of marketable securities 31,633 295,636
Payments for acquisition of property, plant and equipment (55,910) (522,523)
Proceeds from sales of property, plant and equipment 1,067 9,972
Payments for acquisition of intangible fixed assets (4,961) (46,364)
Payments for purchases of investment securities (11,758) (109,888)
Proceeds from sales of investment securities 25,539 238,682
Payments for loan receivables (59,371) (554,869)
Collections of loan receivables 55,960 522,991
Proceeds from business transfers 34,093 318,626
Other (1,891) (17,673)

Net cash provided by investing activities 34,213 319,748

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from short-term borrowings 60,319 563,729
Repayment of short-term borrowings (63,888) (597,084)
Proceeds from issuance of commercial papers 30,000 280,374
Repayment of commercial papers (65,000) (607,477)
Proceeds from long-term debt 4,817 45,019
Repayment of long-term debt (11,779) (110,084)
Repayment of bonds (20,000) (186,916)
Dividends paid by parent company (8,652) (80,860)
Dividends paid to minority interests in consolidated subsidiaries (249) (2,327)
Other (2) (19)

Net cash used in financing activities (74,434) (695,645)
Effect of exchange rate changes on cash and cash equivalents (661) (6,178)
Net increase in cash and cash equivalents 27,311 255,243
Cash and cash equivalents at beginning of year 75,690 707,383
Cash and cash equivalents held by newly consolidated subsidiaries 1,967 18,383
Cash and cash equivalents at end of year (Note 5) ¥104,968 $   981,009

The accompanying notes are an integral part of these statements.
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Millions
of yen

1999

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income ¥ 17,392
Adjustments to reconcile net income to net cash provided by operating activities —

Depreciation and amortization 63,845
Accrued severance indemnities, less payments 2,179
Equity in loss (earnings) of affiliated companies 2,831
Loss on sale and disposal of property and investment securities, net 5,135
Decrease in notes and accounts receivable, trade 11,806
Decrease in inventories 8,097
Increase in other current assets (1,228)
Decrease in long-term receivables 76
Decrease in notes and accounts payable, trade (13,101)
Increase in accrued expenses 72
Decrease in advances received (1,335)
Decrease in accrued taxes on income (2,561)
Decrease in other current liabilities (3,858)
Decrease in customer’s guarantee deposits (209)
Other (5,891)

Net cash provided by operating activities 83,250

CASH FLOWS FROM INVESTING ACTIVITIES:

Payments for purchases of property, plant and equipment (70,461)
Proceeds from sales of property, plant and equipment 5,755
Payments for acquisition of investment securities (11,064)
Proceeds from sales of investment securities 3,133
Decrease in marketable securities 23,442
Increase in time deposits (12,066)
Other (3,025)

Net cash used in investing activities (64,286)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of long-term debt 91,100
Repayment of long-term debt (32,159)
Dividends paid (8,656)
Decrease in short-term borrowings (90,450)
Other (550)

Net cash used in financing activities (40,715)

Effect of exchange rate changes on cash and cash equivalents (257)

Net decrease in cash and cash equivalents (22,008)
Cash and cash equivalents at beginning of year 97,698

Cash and cash equivalents at end of year (Note 5) ¥ 75,690

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid during the year for —
Interest ¥ 12,121

Income taxes ¥ 21,983

The accompanying notes are an integral part of these statements.

Consolidated Statements of Cash Flows
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries
Year ended March 31, 1999
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Notes to Consolidated Financial Statements
Asahi Chemical Industry Co., Ltd. and Consolidated Subsidiaries

1. MAJOR POLICIES FOR PREPARING CONSOLIDATED FINANCIAL STATEMENTS:

The consolidated financial statements, which are filed with the Ministry of Finance (hereinafter called “MOF”) as
required by the Securities and Exchange Law in Japan, are prepared in accordance with accounting principles and
practices generally accepted in Japan, which are different in certain respects to the application and disclosure require-
ments of International Accounting Standards. The accompanying consolidated financial statements are basically a
translation of those filed with the MOF and incorporate certain modifications to enhance foreign readers’ under-
standing of the financial statements. In addition, the Notes to the consolidated financial statements include financial
information which is not required under accounting principles generally accepted in Japan but is presented herein as
additional information. Also, certain reclassifications of previously reported amounts have been made to conform to
current classifications. Such modifications or reclassifications have no effect on net income or retained earnings.

The company had prepared the consolidated statements of cash flows for the fiscal year ended March 31, 1999 as
additional information, in a format prescribed in the Statement of Financial Accounting Standard No.95 as promul-
gated in the United States of America, though preparation of cash flow statements was not mandatory. However,
in March 1998, the Business Accounting Deliberation Council of the MOF issued the statement of “Standards for
Preparation of Consolidated Statement of Cash Flows” which requires a consolidated statement of cash flows to be
prepared for periods beginning on or after April 1, 1999. This new standard specifies a format, which differs from
that used in the fiscal year ended March 31, 1999. Therefore the consolidated statement of cash flows for the fiscal
year ended March 31, 2000 has been prepared as a part of the consolidated financial statements in accordance with
new accounting standard generally accepted in Japan. The consolidated statement of cash flows for the fiscal year
ended March 31, 1999 has been presented separately from the consolidated statement of cash flows for the fiscal
year ended March 31, 2000.

The U.S. dollar amounts are included solely for convenience. These translations should not be construed as repre-
sentations that the Japanese yen amounts actually represent, or have been or could be converted into, U.S. dollars.
As the amounts shown in U.S. dollars are for convenience only, and are not intended to be computed in accordance
with generally accepted translation procedures, the approximate current rate prevailing on March 31, 2000, ¥107=
US$1, has been used for the purpose of presentation of the U.S. dollar amounts in the accompanying consolidated
financial statements.

Consolidation and investments in affiliated companies —
The consolidated financial statements consist of the parent company and 93 subsidiaries (85 subsidiaries at March
31, 1999) which, with minor exceptions, are all of the company’s majority and wholly owned subsidiaries, includ-
ing Sanyo Petrochemical Co., Ltd., Asahi Kasei Homes Co., Ltd. and Asahi Medical Co., Ltd. From the fiscal year
ended March 31, 2000, 40% to 50% owned companies that are substantially controlled by the parent company
were consolidated in accordance with new accounting practices in Japan. However, the effect of changes in the
treatment is insignificant.

All significant inter-company transactions and accounts have been eliminated.
Investments in unconsolidated subsidiaries and 20% to 50% owned companies in which the ability to exercise

significant influence exists are accounted for, with minor exceptions, on an equity basis. These unconsolidated subsid-
iaries and 20% to 50% owned companies for which the equity method is applied totaled 50 at March 31, 2000 (65
at March 31, 1999), including Asahi Chemical International, Ltd., Asahi Kasei Metals Ltd., Asahi Organic Chemicals
Industry Co., Ltd. and Fuji Titanium Industry Co., Ltd.

Nine subsidiaries are consolidated on the basis of their results for fiscal years ended December 31. Material differ-
ences in inter-company transactions and accounts arising from the use of the different fiscal year-end are appropri-
ately adjusted for during consolidation.

Until March 31, 1999, the excess of the cost over underlying net equity of investments in consolidated subsidiaries
and other companies, accounted for on an equity basis, was allocated to identifiable assets based on the fair market
value at the date of acquisition. The unassigned residual value, which is recognized as goodwill, was amortized on a
straight-line basis over a maximum of 5 years, with the exception of minor amounts, which are charged to income in
the year of acquisition.

For the year beginning from April 1, 1999, the company adopted the new accounting standards for consolidation
promulgated by the Business Accounting Deliberation Council of Japanese MOF. In accordance with the new stan-
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dards, the parent company’s portion of the assets and liabilities of consolidated subsidiaries at fair value at the time of
acquisition are incorporated into the financial statements, and the difference between underlying net equity at fair
value of consolidated subsidiaries and investment amount of parent company is accounted for as goodwill. The com-
pany amortized goodwill equally over effective periods within five years, with the exception of minor amounts, which
are charged to income in the year of acquisition.

2. SIGNIFICANT ACCOUNTING POLICIES:

(a) Cash and cash equivalents include all highly liquid investments, generally with original maturities of three months
or less, which are readily convertible to known amounts of cash and are so near maturity that they present insig-
nificant risk of a change in value because of changes in interest rates.

(b) Marketable securities, including equity securities, are stated at the lower of cost or market value. Investments in
customers, suppliers and others not publicly quoted are stated at cost except for those that have been written-
down as a result of impairment in their underlying equity.

The cost of securities sold is based on the moving-average cost of all shares of the respective security held at
the time of sale.

(c) Inventories are principally stated at the lower of average cost or market value. Residential lots and dwellings
under construction are stated at specifically identified cost.

(d) Depreciation is provided under the declining-balance method for property, plant and equipment, except for build-
ings which are depreciated using the straight-line method, at rates based on estimated useful lives of the assets as
prescribed under the Japanese tax regulation.

(e) Employees whose services with the company are terminated are, under most circumstances, entitled to lump-sum
severance indemnities determined by reference to current basic rate of pay, length of service and conditions under
which the termination occurs.

Lump-sum severance indemnities for employees of the company are provided at an amount, which, combined
with the non-contributory pension fund, is equal to 52% of the estimated liability, net of total benefit Contribu-
tory Pension Fund for employees, less the assets of the non-contributory pension fund.

Lump-sum severance indemnities for employees in consolidated subsidiaries are mainly provided at an amount
which is equal to 40% of the estimated liability for employee services to the end of the period.

Provision is made for lump-sum indemnities to directors and statutory auditors equal to the estimated liability
calculated under the internal rules of the company. In previous years, the company had accrued severance indem-
nities for directors and statutory auditors at the amount considering the future income tax effect (50%). How-
ever, as the company adopted the deferred tax accounting from the current fiscal year as mentioned in Note 2 (f),
the company recorded the full amount of accrued severance indemnities for directors and statutory auditors as a
liability, and the unaccrued amount (¥598 million=$5,589 thousand) as at April 1, 1999 was charged to current
year’s income as a special loss.

(f) Accrued income taxes are stated at the estimated amount payable for corporation, enterprise, and inhabitant taxes.
In the year ended March 31, 2000 in accordance with the accounting standard for deferred income taxes

issued by the Business Accounting Deliberation Council of the Japanese MOF in October 1998, effective from the
fiscal year ended March 31, 2000, the company and its subsidiaries adopted deferred tax accounting to recognize
deferred tax assets and liabilities for the expected future tax consequences of temporary differences between the
carrying amounts and the tax bases of assets and liabilities. The cumulative effect of adopting the new accounting
standard at April 1, 1999 totaled ¥128 million ($1,196 thousand) were charged directly to retained earnings. As a
result of the adoption of this new accounting standard, net income for the year ended March 31, 2000 increased
by ¥10,717 million ($100,159 thousand) and retained earnings at March 31, 2000 increased by ¥10,589 million
($98,963 thousand).

In the year ended March 31, 1999, income taxes of the company and its domestic subsidiaries were provided
for at an amount currently payable based on the tax returns filed with Tax authorities.
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3. TRANSLATION OF FOREIGN CURRENCIES:

Foreign currency amounts are translated into Japanese yen at appropriate year-end rates for current assets and liabili-
ties and at historical rates for long-term assets and liabilities. When the use of current year-end exchange rates result
in a significant unrealized foreign exchange loss for amounts translated at the historical exchange rate, the current
rate is used to translate the long-term asset or liability and the unrealized foreign exchange losses are recognized.
Exchange gains or losses are credited or charged to income as incurred. Short-term receivables and payables in for-
eign currency hedged by forward exchange contracts are translated into Japanese yen at the contracted rates of
exchange. Gains or losses resulting from short-term forward exchange contracts are credited or charged to income.

Assets, liabilities and income and expenses of foreign subsidiaries are translated into Japanese yen at appropriate
current year-end rates. The translation differences are charged or credited to the foreign currency translation adjust-
ment account in the accompanying balance sheets.

4. FAIR VALUES OF DERIVATIVE FINANCIAL INSTRUMENTS:

The company and some of its subsidiaries enter into foreign currency forward exchange contracts, currency swap
agreements and interest rate swap agreements in order to manage exposures resulting from fluctuations in foreign
currency exchange rates and interest rates. The forward exchange contracts and currency swap agreements,
executed with creditworthy financial institutions, are used to hedge the risk of changes in foreign currency exchange
rates associated with assets, liabilities and commitments on future transactions denominated in foreign currencies.
The interest rate swap agreements, executed with creditworthy financial institutions, are used to hedge the risk of
changes in interest rates associated with assets and liabilities.

The off-balance-sheet forward exchange contracts, currency swap agreements and interest swap agreements of
consolidated basis at March 31, 2000 are as follows:

Millions of yen Thousands of U.S. dollars

2000 2000

Contract Estimated Contract Estimated
amount fair value amount fair value

Forward exchange contracts:
To sell foreign currencies —

U.S. Dollar ¥     389 ¥   387 $    3,636 $  3,617
Euro 145 138 1,355 1,290

To buy foreign currencies —
German Mark 1,706 1,678 15,944 15,682
U.S. Dollar 165 166 1,542 1,551

Currency swap agreements 3,083* (390) 28,813 (3,645)

Interest rate swap agreements 36,128* 275 337,645 2,570

* Contract amount of currency swap and interest rate swap represents the notional amount of agreements.

(g) Under Japanese accounting practices, financing leases must be capitalized by the lessee except for those that do
not transfer ownership of the leased asset to lessee as part of the lease. Such exceptions can be accounted for
either as a financing lease or an operating lease with appropriate footnote disclosure.

Periodic lease charges for financing leases entered into by the parent company and Japanese subsidiaries where
lessors retain the ownership of the leased assets are charged to income as incurred.

(h) The computation of net income per share is based on the weighted average number of shares outstanding each
year after adjustment for any free distribution of common stock. Net income per share of common stock assum-
ing full dilution is determined on the assumption that convertible bonds outstanding were converted into com-
mon stock at the beginning of the year or at the time of debt issuance, if later.
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The fair values of forward exchange contracts were estimated by obtaining quotes for future contracts with similar
maturities, while the fair values of currency swap agreements and interest rate swap agreements were estimated
using quotes from brokers and represent the discounted amounts of net future cash flows.

Fair value estimation is made at year-end, based on relevant market information about the financial instruments.
Although the management believes that these estimates are made under the reasonable assumptions, it is probable
that these estimates will be different from fair values in the market due to changes in assumptions.

Disclosure of consolidated fair values of derivative financial instruments for the year ended March 31, 1999 was
not required.

5. CASH AND CASH EQUIVALENTS:

Reconciliation of cash and cash equivalents to the account disclosed on balance sheets at March 31, 2000 and 1999
comprise as follows:

Thousands of
Millions of yen U.S. dollars

2000 1999 2000

Cash on hand and in banks ¥  93,793 ¥ 85,525 $876,570
Time deposits with deposit term of over 3 months (825) (22,080) (7,710)
Money market funds, medium-term government bond funds
and etc. included in marketable securities 12,403 12,245 115,915

Overdraft included in short-term borrowings,
which is used for daily cash management (403) — (3,766)

Cash and cash equivalents ¥104,968 ¥ 75,690 $981,009

Marketable securities on the balance sheets include certain kind of deposits with financial institutions or assets
purchased under agreements to resell etc; most of these assets are held for safekeeping in the name of the relevant
company by financial institutions such as banks and securities companies. These agreements mature generally within
three months and the carrying values are approximately equal to market value. The Company has never experienced
any losses by default of the financial institutions and does not anticipate any default on agreements outstanding.

6. ACCOUNT BALANCES AND TRANSACTIONS WITH AFFILIATED COMPANIES:

Major account balances with unconsolidated subsidiaries and 20 to 50% owned companies accounted for on an
equity basis are as follows:

Thousands of
Millions of yen U.S. dollars

2000 1999 2000

Notes and accounts receivable, trade ¥23,708 ¥33,722 $221,570
Other current assets 14,747 8,123 137,822
Investment securities 50,795 43,589 474,720
Long-term receivables 474 1,116 4,430
Notes and accounts payable, trade 9,025 6,342 84,346
Short-term borrowings 3,673 5,410 34,327
Long-term debt 600 900 5,607

Major transactions between the company and its unconsolidated subsidiaries or 20% to 50% owned companies
accounted for on an equity basis are as follows:

Thousands of
Millions of yen U.S. dollars

2000 1999 2000

Sales ¥90,112 ¥87,991 $842,168
Purchases 25,380 27,629 237,196
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7. MARKETABLE SECURITIES AND INVESTMENT SECURITIES:

The carrying amount and market value of marketable securities included in marketable securities (current) and invest-
ment securities (non-current) at March 31, 2000 and 1999 are as shown below:

Thousands of
Millions of yen U.S. dollars

2000 1999 2000

Carrying amount:
Current ¥    3,375 ¥    8,539 $     31,542
Non-current 53,597 60,790 500,907

¥  56,972 ¥  69,329 $   532,449

Market value:
Current ¥  11,995 ¥  42,888 $   112,103
Non-current 156,881 225,527 1,466,177

¥168,876 ¥268,415 $1,578,280

The above table includes the amounts relating to three affiliated companies accounted for on an equity basis, the
shares of which have quoted market values.

The cost of marketable securities other than marketable equity securities approximates market value.

8. ACCUMULATED DEPRECIATION:

Accumulated depreciation at March 31 comprised the following:
Thousands of

Millions of yen U.S. dollars

2000 1999 2000

Buildings ¥   210,120 ¥   210,835 $  1,963,738
Machinery and equipment 852,034 856,254 7,962,935
Other 80,844 80,568 755,551

¥1,142,998 ¥1,147,657 $10,682,224
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9. BORROWINGS:

Short-term borrowings at March 31, 2000 represent loans, principally from banks. The weighted average interest rate
on these borrowings is 1.37 % per annum.

Long-term debt at March 31, 2000 comprised the following:
Millions Thousands of
of yen U.S. dollars

Loans, principally from banks and insurance companies
due 2000 to 2014 with weighted average interest rates
on 3.49%(short-term portion) and 3.12%(long-term portion):
Secured ¥    5,012 $     46,841
Unsecured 34,013 317,878

Unsecured 1.7% domestic convertible bonds due 2003 49,033 458,252
Unsecured 1.40% to 2.15% yen bonds due 2003 to 2008 50,000 467,290
Unsecured 6 months yen LIBOR Euro yen bonds due 2001 1,000 9,346
Unsecured 6 months yen LIBOR add 0.4% Euro yen bonds due 2001 3,000 28,037
Unsecured 6 months yen TIBOR add 0.1% Euro yen bonds due 2001 5,000 46,729
Unsecured 5.4% less 3 months yen LIBOR Euro yen bonds due 2003 1,000 9,346
Unsecured 3.0% to 4.40% step up coupon Euro yen bonds due 2003 2,000 18,692
Unsecured 0.5% to 4.7% step up coupon Euro yen bonds due 2004 1,000 9,346
Unsecured 6 months yen LIBOR add 0.1% Euro yen bonds due 2004 1,000 9,346
Unsecured 1.7% to 4.80% less 6 months yen LIBOR
step up coupon Euro yen bonds due 2004 1,000 9,346

Unsecured 6 months yen LIBOR add 0.15% Euro yen bonds due 2004 2,000 18,692
Unsecured 10 years constant maturity swap rate less 1.1% Euro yen bonds due 2005 1,000 9,346
Unsecured 10 years constant maturity swap rate less 0.9% Euro yen bonds due 2006 1,000 9,346
Unsecured 10 years constant maturity swap rate less 6 months yen
LIBOR multiplied by 0.45 Euro yen bonds due 2006 3,000 28,037

Unsecured 0.90% to 4.75% Euro yen bonds due 2000 to 2009 88,000 822,430
Unsecured US$2.3% to 3.5% reversal dual currency
Euro yen bonds due 2007 to 2009 7,000 65,421

Unsecured 1.42% to 2.24% step up coupon Euro yen
bonds of a consolidated subsidiary, due 2002 908 8,486

Unsecured 2.65% to 3.4% step up coupon Euro yen
bonds of a consolidated subsidiary, due 2003 1,026 9,588

Unsecured 1.75% Euro yen bonds of a consolidated subsidiary, due 2004 2,004 18,729

258,996 2,420,524
Less — Portion due within one year (30,743) (287,318)

¥228,253 $2,133,206

A summary of assets pledged as collateral for short-term loans and long-term debt at March 31, 2000 is as follows:

Millions Thousands of
of yen U.S. dollars

Property, plant and equipment ¥16,631 $155,430
Notes and accounts receivable, trade and other 349 3,262

¥16,980 $158,692
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The aggregate annual maturities of long-term debt after March 31, 2000 are as follows:

Millions Thousands of
Years ending March 31 of yen U.S. dollars

2001 ¥  30,743 $   287,318
2002 32,828 306,804
2003 59,354 554,710
2004 and thereafter 136,071 1,271,692

¥258,996 $2,420,524

10. ACCRUED SEVERANCE INDEMNITIES:

In addition to providing for lump-sum severance indemnities, the company and some of its subsidiaries maintain
two types of pension plans. One is a contributory pension plan covering substantially all employees and generally
provides for an annuity payable over 5 years and more after retirement. The other is a non-contributory pension
plan covering 20% of the indemnities under the existing regulations to employees retiring at 55 or older and with
15 or more years of service.

From April 1, 1999, the company closed its non-contributory pension plan and transferred non-vested severance
indemnities to the contributory pension plan.

The total assets of the closed non-contributory pension plan as of March 31, 2000, to be used only for payment
of vested retirement costs, were ¥5,470 million (US$51,121 thousand).

As a result of transferring a part of severance indemnities to the contributory pension plan, the company reversed
the excess portion of accrued severance indemnities to income over the 3 years.

From April 1, 1999, the company changed actuarial assumptions relating to the interest rate of return from 5.5%
to 4.5% to make the financial position of contributory pension fund more robust. As a result of aforementioned
changes, the estimated past service costs as at April 1, 1999 was ¥61,073 million (US$570,776 thousand).

In addition, the company changed the amortization term of past service costs of the contributory pension plan
from 20 years to 3 years. Additional contributions from changing the amortization term of past service costs less
reversal of excess portion of accrued severance indemnities mentioned above, were charged to current income
as a component of special loss.

The plan assets, at cost, totaled ¥134,162 million (US$1,253,850 thousand) and ¥112,424 million at March 31,
1999 and 1998 (the latest measurement dates), respectively, for the contributory pension plan.

11. TAXES:

Income taxes applicable to the parent company and subsidiaries in Japan include (1) corporation tax, (2) enterprise
tax and (3) inhabitants tax which, in the aggregate, result in an statutory tax rate approximately equal to 42.1% and
47.7% for the year ended March 31, 2000 and 1999, respectively.

As discussed in Note 2(f), the company and its domestic subsidiaries has adopted deferred tax accounting.
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Significant components of the deferred tax assets and liabilities on March 31, 2000 are as follows:

Millions Thousands of
of yen U.S. dollars

Deferred tax assets:
Accrued severance indemnities ¥   6,251 $   58,421
Unrealized gain on fixed assets and others 4,309 40,271
Accrued bonuses 3,053 28,533
Devaluation of inventories 2,720 25,421
Accrued severance pay to support employees resigning
for new career opportunities 1,920 17,944

Accrued enterprise tax 1,801 16,832
Allowance for doubtful accounts 673 6,290
Depreciation 515 4,813
Other 5,240 48,970

Total deferred tax assets 26,482 247,495

Deferred tax liabilities:
Property and equipment (15,899) (148,589)
Reserve for special depreciation (368) (3,439)
Other (1,505) (14,065)

Total deferred tax liabilities (17,772) (166,093)

Net deferred tax assets ¥   8,710 $   81,402

A reconciliation of the differences between the statutory tax rate and the effective income tax rate for the year
ended March 31, 2000 is as follows:

Statutory tax rate 42.1%
Increase (reduction) in taxes resulting from:

Non-deductible expenses 4.3
Equalization tax 0.7
Amortization of goodwill 0.5
Equity in losses of unconsolidated subsidiaries and affiliates 0.9
Elimination of losses, which are deductible for tax purposes,
on the devaluation of investment for the companies for which the equity method is applied (1.3)

Other (0.7)

Effective income tax rate 46.5%

In Japan, the consumption tax system is designed so that all goods and services are taxed at a flat rate of 5% unless
specifically provided otherwise. Assets, liabilities and profit and loss accounts are stated net of consumption tax.

12. REVALUATION SURPLUS:

A revaluation surplus was recorded by a consolidated foreign subsidiary based on applicable laws in its country
of operation.
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13. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES:

Major components of selling, general and administrative expenses are as follows:
Thousands of

Millions of yen U.S. dollars

2000 1999 2000

Freight and storage ¥40,713 ¥43,745 $380,495
Salaries and bonuses 88,018 83,247 822,598
Depreciation 5,104 5,161 47,701
Research and development 38,042 40,808 355,533
Advertising 19,469 18,628 181,953
Rent 27,484 27,491 256,860

14. SUPPLEMENTAL CASH FLOW INFORMATION:

(a) The company sold its food business to Japan Tobacco Corporation Inc. as at July 1, 1999. The summary of assets,
liabilities and minority interest that decreased as a result of the transaction is as follows:

Millions Thousands of
of yen U.S. dollars

Current assets ¥12,930 $120,841
Fixed assets 7,770 72,617
Foreign currency translation adjustment 1,471 13,748

Total assets 22,171 207,206

Current liabilities ¥ (8,166) $ (76,318)
Long-term liabilities (1,509) (14,103)

Total liabilities (9,675) (90,421)

Minority interest ¥    (939) $   (8,776)

(b) The company sold its polystyrene business to its affiliated company named A&M Styrene Co., Ltd as at October
1, 1999. The summary of assets that decreased as a result of the transaction is as follows:

Millions Thousands of
of yen U.S. dollars

Current assets ¥  3,482 $  32,542
Fixed assets 8,221 76,832

Total assets 11,703 109,374

15. LEASES:

Periodic lease charges for the Company’s financing leases, where lessors retain the ownership of the leased assets,
are charged to income. Such lease charges were ¥7,470 million (US$69,813 thousand) and ¥7,139 million for the
year ended March 31, 2000 and 1999, respectively.

The future lease payments under the company’s financing leases and noncancellable operating leases, including
amounts representing interest, at March 31 are as follows:

Thousands of
Millions of yen U.S. dollars

2000 1999 2000

Due within one year ¥  6,845 ¥  6,087 $  63,972
Due beyond one year 9,764 6,876 91,252

¥16,609 ¥12,963 $155,224
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The leased assets under the company’s financing leases, where lessors retain ownership of the leased assets are
being accounted for as operating leases by the company. If the leases were capitalized then the cost of the assets and
the related accumulated amortization at March 31, 2000 and 1999 would be as follows:

Thousands of
Millions of yen U.S. dollars

2000 2000

Accumulated Net Net
Cost amortization Amount Amount

Buildings ¥14,977 ¥  6,836 ¥  8,141 $  76,084
Machinery and equipment 4,608 1,666 2,942 27,495
Other tangible fixed assets 11,164 6,359 4,805 44,907
Intangible fixed assets 1,160 439 721 6,738

¥31,909 ¥15,300 ¥16,609 $155,224

Millions of yen

1999

Accumulated Net
Cost amortization Amount

Buildings ¥14,198 ¥  7,981 ¥  6,217
Machinery and equipment 2,033 1,172 861
Other tangible fixed assets 11,787 6,331 5,456
Other 766 337 429

¥28,784 ¥15,821 ¥12,963

The amortization amount of the leased assets computed on the straight-line method over the term of the lease
would have been ¥7,470 million (US$69,813 thousand) and ¥7,139 million for the year ended March 31, 2000 and
1999, respectively.

16. BUSINESS SEGMENT INFORMATION:

(1) Industry segments —
Sales and operating profit:

Millions of yen

2000

Chemicals Housing and Fibers Special Corporate
and construction and products assets and
plastics materials textiles and services Combined eliminations Consolidated

Sales:
Customers ¥379,677 ¥412,954 ¥139,181 ¥262,650 ¥1,194,462 ¥        — ¥1,194,462
Intersegment 11,693 43 4,697 16,160 32,593 (32,593) —

Total 391,370 412,997 143,878 278,810 1,227,055 (32,593) 1,194,462
Operating expenses 371,664 390,589 141,714 248,810 1,152,777 (32,638) 1,120,139

Operating profit (loss) ¥  19,706 ¥  22,408 ¥    2,164 ¥  30,000 ¥     74,278 ¥        45 ¥     74,323
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Millions of yen

1999

Chemicals Housing and Fibers Special Corporate
and construction and products assets and
plastics materials textiles and services Combined eliminations Consolidated

Sales:
Customers ¥375,048 ¥372,649 ¥148,277 ¥275,871 ¥1,171,845 ¥        — ¥1,171,845
Intersegment 14,019 61 5,601 22,035 41,716 (41,716) —

Total 389,067 372,710 153,878 297,906 1,213,561 (41,716) 1,171,845
Operating expenses 375,282 359,127 151,797 276,080 1,162,286 (41,678) 1,120,608

Operating profit (loss) ¥  13,785 ¥  13,583 ¥    2,081 ¥  21,826 ¥     51,275 (¥        38) ¥     51,237

Thousands of U.S. dollars

2000

Chemicals Housing and Fibers Special Corporate
and construction and products assets and
plastics materials textiles and services Combined eliminations Consolidated

Sales:
Customers $3,548,383 $3,859,383 $1,300,757 $2,454,673 $11,163,196 $          — $11,163,196
Intersegment 109,280 402 43,897 151,028 304,607 (304,607) —

Total 3,657,663 3,859,785 1,344,654 2,605,701 11,467,803 (304,607) 11,163,196
Operating expenses 3,473,495 3,650,364 1,324,430 2,325,327 10,773,616 (305,027) 10,468,589

Operating profit (loss) $   184,168 $   209,421 $     20,224 $   280,374 $     694,187 $        420 $     694,607

Identifiable assets, depreciation and amortization, and capital expenditure:

Millions of yen

2000

Chemicals Housing and Fibers Special Corporate
and construction and products assets and
plastics materials textiles and services Combined eliminations Consolidated

Identifiable assets ¥368,160 ¥172,859 ¥158,036 ¥285,231 ¥984,286 ¥196,086 ¥1,180,372
Depreciation and
amortization 25,816 6,832 10,425 17,280 60,353 3,276 63,629

Capital expenditure 20,470 6,937 9,986 22,191 59,584 3,629 63,213

Millions of yen

1999

Chemicals Housing and Fibers Special Corporate
and construction and products assets and
plastics materials textiles and services Combined eliminations Consolidated

Identifiable assets ¥374,460 ¥169,444 ¥163,969 ¥272,617 ¥980,490 ¥204,759 ¥1,185,249
Depreciation and
amortization 27,353 5,896 11,200 17,435 61,884 1,961 63,845

Capital expenditure 26,572 6,273 10,058 23,395 66,298 4,163 70,461

Thousands of U.S. dollars

2000

Chemicals Housing and Fibers Special Corporate
and construction and products assets and
plastics materials textiles and services Combined eliminations Consolidated

Identifiable assets $3,440,748 $1,615,505 $1,476,972 $2,665,710 $9,198,935 $1,832,579 $11,031,514
Depreciation and
amortization 241,271 63,850 97,430 161,495 564,046 30,618 594,664

Capital expenditure 191,308 64,832 93,327 207,393 556,860 33,916 590,776
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Sales of the company to customers in countries or regions other than Japan totaled ¥149,832 million (US$1,400,299
thousand) and ¥162,406 million and account for 12.5% and 13.9% of the total sales for the years ended March 31,
2000 and 1999, respectively.

As discussed in Note 2 (f), the company adopted deferred tax accounting from the fiscal year ended March 31,
2000. The effects of the changes for the year ended March 31, 2000 was to increase the assets categorized in
“Corporate assets” by ¥17,387 million (US$162,495 thousand).

(2) Geographic areas —
The sales of the consolidated subsidiaries located in countries or regions other than Japan are not significant.

17. LEGAL RESERVE AND RETAINED EARNINGS:

The Japanese Commercial Code requires that an amount equal to at least 10% of cash dividends and other cash
outflows from retained earnings be appropriated from retained earnings as a legal reserve. No further appropriation is
required when the legal reserve equals 25% of stated capital. The legal reserve is not available for dividends but may
be used to reduce a deficit with shareholder approval or capitalized by resolution of the Board of Directors. From the
fiscal year ended March 31, 1999, the legal reserve is included in the balance of retained earnings. The legal reserve
included in the balance of retained earnings as of March 31, 2000 and 1999 was ¥25,847 million (US$241,561
thousand) and ¥25,315 million, respectively.

The following appropriations of retained earnings of the company, which are not reflected in the accompanying
consolidated financial statements, were proposed and approved at the ordinary general meeting of shareholders held
on June 29, 2000.

Millions Thousands of
of yen U.S. dollars

Appropriation for:
Cash dividends (2000 — year-end) ¥4,328 $40,449
Bonuses to directors and statutory auditors 122 1,140

¥4,450 $41,589

18. CONTINGENT LIABILITIES:

Contingent liabilities at March 31, 2000 arising in the ordinary course of business are as follows:

Millions Thousands of
of yen U.S. dollars

Notes discounted ¥  1,373 $  12,832
Notes endorsed 48 449
Loans guaranteed 30,935 289,112
Commitment to guarantee 427 3,991
Letter of awareness 236 2,205

¥33,019 $308,589

The company and certain of its subsidiaries and affiliates are defendants in several pending lawsuits. However,
based upon the information currently available to both the company and its legal counsel, management of the
company believes that damages from such lawsuits, if any, would not have a material effect on the company’s
consolidated financial statements.
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June 30, 2000

To the Shareholders and Board of Directors

of Asahi Chemical Industry Co., Ltd.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of

income, retained earnings and cash flows, expressed in yen, present fairly, in all material respects, the financial

position of Asahi Chemical Industry Co., Ltd. and its consolidated subsidiaries as of March 31, 2000 and

1999, and the results of their operations and their cash flows for the years then ended, in conformity with

accounting principles generally accepted in Japan. These financial statements are the responsibility of the

Company’s management; our responsibility is to express an opinion on these financial statements based on

our audits. We conducted our audits of these consolidated financial statements in accordance with generally

accepted auditing standards, which require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement. An audit includes examining, on a

test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the account-

ing principles used and significant estimates made by management, and evaluating the overall financial state-

ment presentation. We believe that our audits provide a reasonable basis for the opinion expressed above.

As discussed in Note 1 and 2, effective for the year ended March 31, 2000, the Company and its sub-

sidiaries have adopted new Japanese accounting standards for preparation of consolidated financial state-

ments and income taxes.

Report of Independent Accountants

Kasumigaseki Bldg., 32nd floor
3-2-5, Kasumigaseki, Chiyoda-ku
Tokyo 100-6088 Japan
Telephone (81) 03-5532-2100

NOTICE TO READERS
The accompanying financial statements are not intended to present the financial position and results of operations and
cash flows in accordance with accounting principles and practices generally accepted in countries and jurisdictions other
than Japan. The standards, procedures and practices to audit such financial statements are those generally accepted and
applied in Japan.
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Corporate Organization

As of June 29, 2000

Board of Directors

Secretarial Services

Legal & General Affairs

Intellectual Property

Human Resources

Industrial Relations

Corporate Planning & Control

Audit

Information Systems

Finance

Procurement & Logistics

Environment, Safety,
& Production Technology

Corporate Research & Development

Nobeoka Office

Fuji Office

Moriyama Office

Ohito Office

Fukuoka Office

Nagoya Office

Sapporo Office

Hiroshima Office

Sendai Office

Asahi Chemical Industry America Inc.

N.V. Asahi Chemical Industry (Europe) S.A.

Asahi Chemical Industry (Deutschland) GmbH

Asahikasei Asia Pte. Ltd.

Asahi Chemical Industry (H.K.) Ltd.

Beijing Office

Shanghai Office

Asahi Research Center Co., Ltd.

Asahi Engineering Co., Ltd.

Asahi Finance Co., Ltd.

Asahi Chemical Trading Service Co., Ltd.

Asahi Kasei Information Systems Co., Ltd.

Shin Nihon Salt Co., Ltd.

Board of Corporate Auditors

Corporate Auditors

Chairman
of the Board

President

Office of Corporate Auditors

Executive
Council

Fibers & Textiles

Textiles
Roica
Leona Filament
Fibers
Polyester Filament
Nonwoven Fabrics
Cashmilon
Research & Development Center
P.T. Indonesia Asahi Chemical Industry

Chemicals & Plastics

Development & Technology Center
Basic Chemicals
Acrylonitrile
Leona Intermediates
Polyethylene
ABS & SB Latex
Methacrylates
Synthetic Rubber
Mizushima Office
Kawasaki Office

High Performance Plastics & Compounds

Development & Technology Center
High Performance Plastics
Automotive, E&E Plastics

Fabricated Home Products

Home Products
Packaging Products

Specialty Chemicals

Research & Development Center
Coating Materials
Functional Additives
Explosives
Imaging Products

Construction Materials

Construction Materials Works
Asahi-Chemical Construction Materials Co., Ltd.

Housing

Housing Marketing
Housing Technology
Procurement & Logistics
Tokyo Housing
Kanto Housing
Kanagawa/Shizuoka Housing
Nagoya Housing
West Japan Housing
Apartment-building & Residential Development
Scrum House
Asahi Kasei Homes Co., Ltd.

Electronics

Electronics Materials
Asahi Kasei Microsystems Co., Ltd.
Asahi Kasei Electronics Co., Ltd.
A&T Battery Corp.
Aramica

Membranes & Systems

Industrial Membranes
Ion Exchange Membranes

Health Care Business

Clinical Development & Investigation Center
Institute for Life Science Research
Pharmaceuticals Sales
Fine Chemicals & Diagnostics
Planova
Medical Equipment
Production & Technology Center
Asahi Medical Co., Ltd.
Liquors
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Major Subsidiaries and Affiliates

Paid-in Capital
Company (Million) Main Products / Business Line

CHEMICALS AND PLASTICS

Asahi Organic Chemicals Industry Co., Ltd. ¥ 5,000 Synthetic resins, fabricated plastic products

A&M Styrene Co., Ltd. ¥ 5,000 Polystyrene

*Sanyo Petrochemical Co., Ltd. ¥ 2,000 Benzene, olefins

Fuji Titanium Industry Co., Ltd. ¥ 1,426 Titanium oxide, barium titanate

*Japan Elastomer Co., Ltd. ¥ 1,000 Synthetic rubbers

Okayama Chemical Co., Ltd. ¥ 1,000 Caustic soda, chlorine

Asahi-Ciba Ltd. ¥ 300 Epoxy resin

Asahi Kasei Metals Ltd. ¥ 250 Aluminum paste

*Asahi Chemical Promax Co., Ltd. ¥ 250 Fabricated plastic products

*Asahi Home Products Co., Ltd. ¥ 250 Wrapping film and other household products

*Asahi Chemical Polyflex Co., Ltd. ¥ 200 Laminated plastic films

Chisso Asahi Fertilizer Co., Ltd. ¥ 125 Fertilizers

*Nichiei Co., Ltd. ¥ 59 Sale of fibers, chemicals, medical devices

Asahikasei Tenac Singapore Pte. Ltd. US$ 35.0 Polyacetal copolymer

*Tongsuh Petrochemical Corp. Ltd. W 15,642 Acrylonitrile monomer, sodium cyanide

P.T. Nippisun Indonesia US$ 6.0 Coloring and compounding of styrenic resins

*Asahi Photoproducts (Europe) n.v./s.a. BF 138 Liquid/solid photopolymers, printing plate making systems

Quimica Sol S.A.C. s/. 6.3 Industrial explosives, South America

Styron Asia Ltd. US$ 1.0 Polystyrene

Asahi Packaging GmbH DM 1.4 Wrapping films

Asahi Photoproducts (UK) Ltd. £ 0.3 Liquid/solid photopolymers, printing plate making systems

*Sun Plastech Inc. US$ 0.3 Purging compound sales, North America

Asahikasei Plastics (Thailand) Co., Ltd. B 1.4 Coloring and compounding of synthetic resins

Chimei-Asahi Corporation NT$2,460 Polycarbonate

HOUSING AND CONSTRUCTION MATERIALS

*Asahi Kasei Homes Co., Ltd. ¥ 3,000 Hebel HausTM

*Asahi Kasei Juko Co., Ltd. ¥ 2,820 Steel frames

*Asahi-Chemical Construction Materials Co., Ltd. ¥ 800 Construction materials

*Asahi Kasei Real Estate, Ltd. ¥ 200 Home leasing, real estate brokerage

*Asahikasei Reform Co., Ltd. ¥ 200 Maintaining and remodeling of Hebel HausTM

FIBERS AND TEXTILES

DuPont-Asahi Flash Spun Products Co., Ltd. ¥ 450 Flash spun products

*Asahi Chemical Trading Service Co., Ltd. ¥ 98 Sale of Asahi Chemical products

*Kyokuyo Sangyo Co., Ltd. ¥ 80 Textiles, fusible interlinings

*Hangzhou Asahikasei Textiles Co., Ltd. RMB 78.2 Textiles

*Ningbo Asahikasei Textiles Co., Ltd. RMB 42.1 Acrylic yarns

*P.T. Indonesia Asahi Chemical Industry Rp 7,669 Acrylic yarns, nylon filaments

Formosa Asahi Spandex Co., Ltd. NT$ 800 Spandex yarn

As of March 31, 2000
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Paid-in Capital
Company (Million) Main Products / Business Line

SPECIAL PRODUCTS AND SERVICES

Electronics

*Asahi Kasei Microsystems Co., Ltd. ¥ 14,000 LSIs

A&T Battery Corp. ¥ 5,000 Lithium ion batteries

*Asahi-Schwebel Co., Ltd. ¥ 648 Glass fibers

*Asahi Kasei Electronics Co., Ltd. ¥ 400 Electronic components

*AKM Semiconductor, Inc. US$ 2.9 LSI sales, North America

*Asahi Kasei Wah Lee Hi-Tech Corp. NT$ 47.6 Photosensitive dry film resist

Biotechnology and Medical Products

*Asahi Medical Co., Ltd. ¥ 800 Medical devices, medical systems

*Asahikasei Aime Co., Ltd. ¥ 480 Contact lenses

Asahi Medical GmbH DM 0.45 Medical devices, medical systems

Asahi Vet, S.A. Ptas 100 Animal health products

Asahi Pharma Spain, S.L. Ptas 10 Pharmaceuticals

Engineering and Services

*Asahi Research Center Co., Ltd. ¥ 3,000 Information and analysis

*Shin Nihon Salt Co., Ltd. ¥ 1,300 Table salt

*Asahi Kasei Information Systems Co., Ltd. ¥ 800 Computer software

*Asahi Finance Co., Ltd. ¥ 800 Investment, finance

*Asahi Engineering Co., Ltd. ¥ 400 Plant, equipment, process engineering

*Ako Kaisui Co., Ltd. ¥ 150 Table salt

*Fukumusume Saké Brewery Co., Ltd. ¥ 97 Alcoholic beverages

*Asahi Chemical Nederland B.V. f. 0.2 Investment, finance

* Consolidated subsidiaries
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Offices

DOMESTIC OFFICES

OVERSEAS OFFICES

Asahi Chemical Industry (H.K.) Ltd.
Suite 23A01
23A/F, Tower I, The Gateway
25 Canton Road
Tsim Sha Tsui
Kowloon
Hong Kong
Phone: +852-2522-7875
Fax: +852-2845-9230

Beijing Office
Room 930
China World Tower
China World Trade Center
1 Jian Guo Men Wai Avenue
Beijing 100004
People’s Republic of China
Phone: +86-10-6505-2172
Fax: +86-10-6505-2174

Shanghai Office
Room 1811
Shanghai International Trade Center
2200 Yan An Road (W.)
Shanghai 200335
People’s Republic of China
Phone: +86-21-6278-0408
Fax: +86-21-6278-0407

Tokyo Head Office
Hibiya-Mitsui Building
1-2 Yurakucho 1-chome, Chiyoda-ku
Tokyo 100-8440
Japan
Phone: +81-3-3507-2060
Fax: +81-3-3507-2495

Osaka Head Office
Shin-Dai Building
2-6 Dojimahama 1-chome, Kita-ku
Osaka 530-8205
Japan
Phone: +81-6-6347-3111
Fax: +81-6-6347-3077

Asahi Chemical Industry America Inc.
535 Madison Avenue, 33rd Floor
New York, NY 10022
U.S.A.
Phone: +1-212-371-9900
Fax: +1-212-371-9050

N.V. Asahi Chemical Industry (Europe) S.A.
Paepsem Business Park (Bldg. 6)
Boulevard Paepsem 22,
1070 Brussels (Anderlecht)
Belgium
Phone: +32-2-526-0500
Fax: +32-2-526-0550

Asahi Chemical Industry (Deutschland) GmbH
Arabella Center
Lyonerstrasse 44-48
60528 Frankfurt (Main)
Germany
Phone: +49-69-6 63 71-200
Fax: +49-69-66 66-016

Asahikasei Asia Pte. Ltd.
6 Battery Road, #13-01
Singapore 049909
Phone: +65-324-3001
Fax: +65-324-3808



Investors Information

Date of Establishment
May 21, 1931

Paid-in Capital
¥103,388,521,767

Authorized Shares
4,000,000,000

Outstanding Shares
1,442,616,332

Number of Shareholders
147,732

Stock Listings
Tokyo, Osaka, Nagoya,
Kyoto, Fukuoka, Sapporo,
Frankfurt, Luxembourg
Stock Exchanges

Transfer Agent
Sumitomo Trust & Banking Co., Ltd.
5-33, Kitahama 4-chome, Chuo-ku
Osaka 541-8639, Japan
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TM: Trademark or registered trademark of
Asahi Chemical Industry Co., Ltd. in Japan.


