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I. Consolidated Financial Results for Fiscal Year 2006 (April 1, 2006 March 31,

2007)
1. Consolidated Results (Percentages show change from prior year)
Net sales Operating income Ordinary income Net income
JPY millions % JPY millions % JPY millions % JPY millions %
FY 2006 781,347 20.4 60,279 27.0 57,998 16.6 28,488 3.5
FY 2005 648,810 10.3 47,459 (16.6) 49,731 (10.8) 27,532 (6.8)
Net Income per Net Income per Share| Ratio of Net Income Return on Operating
Share on a Fully Diluted to Shareholders Total Assets Income Margin
Basis Equity
JPY JPY % % %
FY 2006 47.60 47.59 16.6 8.1 77
FY 2005 45.74 192 8.0 7.3
Note: Investment profit or loss accounted for by the equity method FY 2006: ( JPY 553 million)

FY 2005: JPY 2,365 million

2. Consolidated Financial Position

Total Assets Shareholders’ Equity Ratio of Shareholders' Shareholders’ Equity
Equity to Total Assets per Share
JPY millions JPY millions % JPY
FY 2006 788,518 227,768 23.5 308.81
FY 2005 637,476 159,111 25.0 265.75
Note: Shareholders’ Equity FY 2006: JPY 184,973 million FY 2005: —
3. Consolidated Cash Flows
Cash Flows from Cash flows from Investing  Cash Flows from Cash and Cash Equivalents at
Operating Activities Activities Financing Activities End of Year
JPY millions JPY millions JPY millions JPY millions
FY 2006 51,127 (85,231) 42,348 26,911
FY 2005 33.685 (33,617) (699) 18,408
Il. Dividends
Dividend per Share Total Dividends | Pividend Payout Ratio Ratio of
(Date of Record) Interim Year-end Full Year (Full Year) (Consolidated) | _ Dividends
JPY JPY JPY JPY millions % %
g gggg 3.00 3.00 6.00 3,600 13.1 25
3.00 5.00 8.00 4,798 16.8 28
FY 2007 4.00 4.00 8.00 17.1
(Forecast)

[ll. Forecast of Operating Results for Fiscal Year 2007 (April 1, 2007 — March 31, 2008)

(Percentages show change from prior year or change from
prior year interim period)

Net Sales Operating Income | Ordinary Income Net Income Net Income Per
Share
JPY millions ¢, JPY millions ¢, JPY millions ¢, JPY millions ¢, JPY
Mid-year 400,000 6.8 | 24,000 6.5| 22,000  (4.9)] 12,000 4.5 20.03
Fullyear | 840,000 7.5 59,000 (2.1)] 54,000 (6.9)] 28,000  (1.7) 46.75

Note: Amounts less than one million yen have been rounded down.
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IV. Other
(1) Were there material changes to subsidiary companies during the fiscal year
(changes to specific subsidiary companies in conjunction with changes in the
scope of consolidation)? Yes
Newly consolidated 1 company (Company name: Nippon
Polyurethane Industry Co., Ltd.)
Note: For details see “Relationship of the Operating Businesses in the Company Group” on page 10.

(2) Changes in accounting principles, procedures, method of presentation or other accounting treatment
pertaining to preparation of the consolidated financial statements (matters reported in the changes to
significant accounting policies for preparation of the consolidated financial statements)

(D Are there changes accompanying revisions to accounting standards etc.? Yes

@ Are there changes other than those pertaining to () above? Yes

(3) Number of shares outstanding (common stock)
(DNumber of shares outstanding at FY 2006 601,161,912 FY 2005 601,161,912
end of period (including treasury shares shares
stock):
@Number of shares of treasury stock FY 2006 2,167,270 FY 2005 3,130,399
at end of term: shares shares

Reference: Summary of Unconsolidated Operating Results

1. Unconsolidated Financial Results for Fiscal Year 2006 (April 1, 2006 — March 31, 2007)

(1) Unconsolidated Results (Percentages show change from prior
year)

Net Sales Operating Income Ordinary Income Net Income
JPY millions % JPY millions % JPY millions % JPY millions %
FY 2006 520,068 17.1 33,584 28.2 38,466 23.3 22,353 37.2
FY 2005 444,024 14.4 26,203 (29.2) 31,191 (22.2) 16,288 (17.2)
Net Income per Net Income per Share on

Share Fully Diluted Basis

JPY JPY
FY 2006 37.26 37.26
FY 2005 26.96 -

(2) Unconsolidated Financial Position

Total Assets Shareholders’ Equity Ratio of Shareholders' Equity to Shareholders’ Equity per
Total Assets Share
JPY millions JPY millions % JPY
FY 2006 513,746 154,126 30.0 256.84
FY 2005 450,218 137,107 30.5 228.32
Reference: Shareholders’ Equity FY 2006 JPY 154,051 million FY 2005 —

2. Forecast of Unconsolidated Operating Results for Fiscal Year 2007 (April 1, 2007 — March 31, 2008)

(Percentages show change from prior year or
change from prior year interim period)

Net Sales Operating Income | Ordinary Income Net Income Net Income per
Share
JPY millions %, JPY millions %, JPY millions 9%, JPY millions ¢, JPY
Mid-year 270,000 58 | 15,000 28.3 | 17,000 14.2 | 11,000  32.0 18.39
Fullyear | 550,000 58 | 33,000 (1.7)| 36,000 (6.4) | 22,000  (1.6) 36.68

Note: These consolidated operating results and unconsolidated operating results were prepared based on information
available to the Company as of the date this material was released. Accordingly, there is a possibility actual results may vary
substantially from the figures used as forecasts at this time as a result of changes in future domestic and international
economic conditions or factors that cannot be projected.
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Acquired additional shares of Nippon Polyurethane Industry Co., Ltd., the
Company’s manufacturing and sales company for polyurethane raw
material and derivative products, and converted the firm into a subsidiary
company

(35.00% — 51.67%)

Purchased third-party allocation of shares from Hodogaya Chemical Co., Ltd., a

manufacturer and seller of inorganic and organic industrial and pharmaceutical

products, dyestuffs, agricultural chemicals and other chemical products
(24.29% — 33.34%)

Acquired all of the remaining outstanding shares of Rinkagaku Kogyo Co.,
Ltd., a manufacturer and seller of high-purity phosphoric acid, phosphate
products and other chemical products, and converted the company into a
wholly-owned subsidiary

(60.00% — 100.00%)

Began production at Tosoh (Guangzhou) Chemical Industries, Inc.,
Tosoh'’s polyvinyl chloride resin manufacturing and sales company in
Guangzhou, China

(220,000 tons/year)

<July 2007 Planned>

Expand chloroprene rubber production capacity
(30,000 — 34,000 tons/year)
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Topics

<Winter 2007 Planned>
Expand MDI production capacity at Nippon Polyurethane Industry Co., Ltd.
(200,000 — 400,000 tons/year)

<Winter 2007 Planned>

Expand production capacity for aniline, a raw material for MDI, at Nippon
Polyurethane Industry Co., Ltd.

(150,000 — 300,000 tons/year)
<Winter 2007 Planned>

Expand production capacity for carbon monoxide, a raw material for MDI, at
Nippon Polyurethane Industry Co., Ltd.

(8,000 — 16,000 Nm3/Hr.)

<Spring 2008 Planned>

Increase Company-owned generating capacity
(881,000 kW — 1,035,000 kW)

< Spring 2008 Planned>

Expand cumene production capacity
(230,000 — 300,000 tons/year)

<Summer 2008 Planned>

Expand caustic soda production capacity
(1,205,000 — 1,355,000 tons/year)
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1. Operating Results

(1) Analysis of Operating Results

(D Operating results for the current financial year

During the financial year under review, Japan's economy was supported by an increase in capital
investment against the backdrop of improved corporate earnings as the business cycle shifted to a gradual
expansionary trend.

Although prices for raw materials such as naphtha and fuel increased rapidly as a result of the sharp
rise in the price of crude oil, the environment surrounding the chemical industry brightened. Overseas market
conditions for key products such as vinyl chloride resin, vinyl chloride monomer and cumene improved, as
supply and demand tightened, and progress was also made in correcting domestic prices for polyethylene,
caustic soda, vinyl chloride resins and other products. In its Specialty Group, Tosoh Corporation also
expanded shipments as a whole.

Given these circumstances, the Tosoh Group is focusing its effort on expansion of its vinyl isocyanate
chain business and the Specialty Group, two core businesses, and has worked zealously to reduce costs
and rationalize all management activities. Tosoh also converted Nippon Polyurethane Industry Co., Ltd. and
its subsidiary companies into consolidated subsidiaries.

As a result, Tosoh Group consolidated net sales increased by ¥132,536 million compared with the
previous financial year to ¥781,347 million. Operating income rose ¥12,819 million year-on-year to ¥60,279
million, and ordinary income increased ¥8,266 million from the previous year to ¥57,998 million. Although
extraordinary income declined, and minority interests increased, the increase of ordinary income helped
boost net income ¥955 million year-on-year to ¥28,488 million.

A summary of operating results for each of the Company’s businesses during the financial year under
review is described below.

Petrochemical Group

Olefins enjoyed steady growth, as prices of key raw materials such as naphtha generally were higher
than in the previous year. At the same time, Tosoh was able to reduce costs through diversification of
cracker raw materials, and implemented increases in domestic prices for ethylene, propylene and aromatic
compounds and export prices for cumene and styrene monomers. Sales volume also increased as the result
of higher sales.

In polyethylene resin, Tosoh boosted shipments and implemented higher domestic prices following an
increase in the price for naphtha. Chloroprene rubber sales rose in overseas markets. The Company also
expanded domestic shipments of polyvinyl chloride paste, and revised domestic prices upward.

As a result, Petrochemical Group sales increased 19.7% (¥39,945 million) compared with the previous
financial year to ¥242,290 million. Operating income also increased, rising 9.5% (¥1,222 million) year-on-
year to ¥14,046 million.
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Basic Group

Although caustic soda shipments decreased from the previous year level because of factors such as
plant shutdowns for regularly scheduled repairs, the domestic selling price rose as Tosoh implemented a
price increase in the wake of higher prices for raw materials and fuel. The Company increased its export
volume of vinyl chloride monomer, mainly as a result of capacity expansion undertaken in the previous fiscal
year, while overseas market demand also increased. Export shipments of vinyl chloride resin increased and
overseas markets also improved, and Tosoh enjoyed higher domestic selling prices after implementing a
price increase in response to increases in the price of raw materials and fuel.

Demand for cement was supported by robust private sector demand, and domestic shipments remained
steady despite a decline in sales to the public sector.

During the financial year under review, Tosoh converted Nippon Polyurethane Industry Co., Ltd. into a
consolidated subsidiary. Therefore, sales to this company were eliminated during consolidation, and as a
result, net sales for the Basic Group declined 3.6% (¥7,103 million) compared with the previous financial
year to ¥192,334 million. Operating income increased 9.0% (¥505 million) year-on-year to ¥6,108 million.

Specialty Group

With the conversion of Nippon Polyurethane Industry Co., Ltd. and its subsidiary companies into
consolidated subsidiaries, urethane raw material was newly added to the Specialty Group’s product lineup.

Aided by the increase in production capacity implemented during the previous financial year, Tosoh
increased exports of ethyleneamines. The Company also implemented price increases in Japan and
overseas. In the bromine business, Tosoh enjoyed steady growth in both domestic and overseas shipments
of bromine and bromine-based flame retardants, as well as higher prices.

In measurement-related products, domestic and overseas sales of columns and packing materials for
high-performance liquid chromatography (HPLC) systems expanded at a steady pace. In diagnostics-related
products, shipments of automated immunoassay (AlA) analyzers edged down slightly, but Tosoh increased
shipments of medical products for external diagnosis both within Japan and in other countries. Shipment of
Tosoh’s automated glycohemoglobin (GHb) analyzer and related reagents for diagnosis of diabetes also
registered solid growth.

Zirconia shipments were higher in Japan as well as other countries. Tosoh also increased exports of
zeolite, a material used in applications such as purification catalysts for automobile exhaust emissions.
Domestic shipments of electrolytic manganese dioxide (EMD) declined under the influence of increased
imports, but shipments remained steady in foreign countries, with the exception of Europe.

Shipments of fused silica increased both domestically and overseas, particularly for fused quartz
materials and molds, because of strong growth in the semiconductor market. Overall, shipments of
sputtering targets decreased, even though shipments for semiconductor applications continued to grow
strongly, as orders were effected by the delayed recovery in the liquid crystal display (LCD) panel market.

In water treatment systems and chemicals, net sales rose as the result of strong sales for large-scale
electronics industry-related projects and Tosoh'’s solutions business, and the addition of Tosoh’s subsidiaries
in China and Taiwan as newly consolidated companies.

As a result, Specialty Group net sales increased 49.2% (¥98,664 million) compared with the previous
financial year to ¥299,352 million, and operating income also rose year-on-year by 39.4% (¥10,511 million)
to ¥37,159 million.

Service Group

Trading company and logistics subsidiary operations expanded slightly, while earnings improved
significantly. As a result, Service Group net sales increased 2.2% (¥1,030 million) compared with the
previous financial year to ¥47,369 million, and operating income rose 24.4% (¥581 million) year-on-year to
¥2 965 million.
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A summary of operating results by geographic region during the financial year under review is described
below.

Tosoh Group companies in Japan raised the price of olefins following steep increases in the prices of
naphtha and various other raw materials. Prices were higher in overseas markets as well. The price of
polyethylene resin rose in both Japan and other markets. For vinyl chloride resin and vinyl chloride monomer,
higher prices spread in the domestic market, and shipments also increased. Sales in overseas markets were
also higher.

As a result, for the financial year under review Tosoh’s net sales in Japan expanded 20.1% (¥116,438
million) year-on-year to ¥694,891 million, and operating income also increased by 28.4% (¥12,124 million)
compared with the previous financial year to ¥54,884 million.

Internationally, Tosoh Group companies increased foreign currency-denominated net sales in North
America, Europe and Asia, and boosted by a contribution from the weaker yen as well, net sales as a whole
were higher than in the previous financial year.

While the sales volume of zirconia expanded strongly in each region of Europe, shipments of electrolytic
manganese dioxide (EMD) were down. Shipments of ethyleneamines, sputtering targets and fused silica
increased strongly in Asia and North America. Shipments of vinyl chloride resin were also higher in Asia.

As a result, for the financial year under review Tosoh’s net sales outside of Japan rose 22.9% (¥16,098
million) compared with the previous financial year to ¥86,455 million, and operating income also increased
14.8% (¥694 million) compared with the previous financial year to ¥5,394 million.

® Forecast for the financial year

During our next financial year, Japan’s economy is expected to continue its gradual economic expansion,
propelled by private sector demand including capital investment. Some concerns remain, however, with
regard to negative effects from a resurgence in crude oil prices or slowdown in the U.S. economy.

The business environment surrounding the Tosoh Group, including prices for raw materials such as
naphtha and fuel which have risen sharply, and the forecast for product markets in foreign markets such as
China, also remains uncertain.

Given this business environment, the Tosoh Group is pursuing specific measures to achieve its corporate
objectives as “a corporate group that evolves continuously in response to its environment,” “a corporate group
that possesses solid profitability” and “a corporate group in which each employee can fully demonstrate his or
her capabilities.” In particular, Tosoh Group will strive to achieve strong profitability and stable dividends by
expanding the businesses of its Specialty Group, which are less effected by market fluctuations.

For the full year, Tosoh projects consolidated net sales of ¥840,000 million, operating income of ¥59,000
million, ordinary income of ¥54,000 million and net income of ¥28,000 million. These results include ¥4,000
million as the normal fiscal year expense for depreciation and amortization pertaining to the remaining
acquired assets based on the tax system reform in FY 2007.

The assumptions used for the full-year forecast results shown here are a domestic production naphtha
price of ¥55,000/KL and an exchange rate of ¥115/US$ and ¥150/euro.
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(2) Analysis of Financial Position

@ Analysis of assets, liabilities and shareholders’ equity

Total assets increased by ¥151,041 million compared with the end of the previous financial year to
¥788,518 million. This reflected the conversion of Nippon Polyurethane Industry Co., Ltd. and its subsidiaries
into consolidated subsidiaries, and the increase in fixed assets resulting from investment in an MDI
manufacturing plant at Nippon Polyurethane Industry Co., Ltd. and the aniline production facility and electric
power plant at the Nanyo Complex.

Total liabilities increased by ¥108,474 million compared with the end of the previous financial year to
¥560,749 million as a result of the conversion of Nippon Polyurethane Industry Co., Ltd. and its subsidiaries
into consolidated subsidiaries and an increase in long-term debt.

As a result of net income for the year and an increase in minority interests because of the conversion of
Nippon Polyurethane Industry Co., Ltd. and its subsidiaries into consolidated subsidiaries, total net assets
increased by ¥42 567 million compared with the end of the previous financial year (total of minority interests
and shareholders’ equity at the end of the previous financial year) to ¥227,768 million.

@Changes in cash flows and related indices
Cash and cash equivalents increased by ¥8,502 million year-on-year to ¥26,911 million.

Cash flows from operating activities totaled ¥51,127 million. Although trade receivables and inventories
increased, cash flow from operations increased by ¥17,442 million, reflecting higher income before income
taxes and minority interests, an increase in depreciation and amortization expense and a decrease in
payments for income taxes.

Cash flows used in investing activities were ¥85,231 million. Payments increased by ¥51,613 million
compared with previous financial year, as a result of factors such as active capital investment.

As a result, free cash flow decreased by ¥34,171 million compared with previous financial year, and
expenditures totaled ¥34,103 million.

Cash flows from financing activities were ¥42,348 million. This was an increase of ¥43,048 million
compared with previous financial year, as the result of an increase in long-term debt.



Tosoh Corporation (4042) Fiscal Year
2006 Accounting Bulletin (Consolidated)

Selected financial indices for the Tosoh Group are shown below.

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Ratio of shareholders’ 17.0% 18.1% 21.2% 25.0% 23.5%
equity to total assets
Ratio of shareholders’ 26.5% 45.2% 52.5% 55.2% 46.1%

equity to total assets,
market price basis

Ratio of interest-bearing 6.7 8.5 6.4 8.6 6.9
debt to cash flow

Interest coverage ratio 7.8 7.2 10.6 8.6 10.7

Note: Ratio of shareholders’ equity to total assets: Shareholders’ equity / Total assets
Ratio of shareholders’ equity to total assets: Total market capitalization / Total assets
Average debt repayment period: Interest-bearing debt / Operating cash flow
Interest coverage ratio: Operating cash flow / Interest payments

Note: All indices are calculated using consolidated financial values.
Total market capitalization is calculated by multiplying the share closing price of the Company’s stock at
the end of the period by the number of shares outstanding at the end of the period (after deducting
treasury stock).
For the above calculations the Company uses the cash flow provided by operating activities on the
consolidated statement of cash flows as operating cash flow.
Interest-bearing debt is all liabilities on which the Company pays interest that are included in liabilities
accounted for on the consolidated balance sheet.
Interest payments are the amount of interest paid shown on the consolidated statements of cash flows.

(3) Basic policy concerning profit allocation and dividends for the current and next fiscal year

Tosoh Corporation has positioned the distribution of earnings to shareholders as an important capital
policy, and has adopted a policy of paying continuous and stable dividends to shareholders as its basic policy
concerning profit allocation.

Based on this policy, and as a result of comprehensive consideration of factors such as its earnings trend,
financial position and the capital required for the future development of its businesses, Tosoh Corporation
paid an interim dividend of ¥3 per share for the financial year under review, identical to the dividend in the
same period of the previous financial year. The Company plans to increase its year-end dividend by ¥2 from
its previous estimate of ¥3 and pay a year-end dividend of ¥5 per share. As a result, when combined with the
interim dividend the full-year dividend will be ¥8 per share.

In the next financial year, the Company plans to pay a full-year dividend of ¥8 per share, consisting of an
interim dividend of ¥4 and a year-end dividend of ¥4.

With regard to internal reserves, Tosoh Corporation seeks to improve its long-term corporate value and
meet the expectations of its shareholders by using these funds effectively to strengthen its financial position,
invest in its core businesses and undertake research and development activities.
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4. Business and other risks

The following risks are included among the business and accounting matters that might have an
important influence on investors' decisions.

However, these business and other risks are the matters evaluated to be risks as of the end of the
Financial Year Under Review, and are not a comprehensive list of risk factors.

1) Changes in international markets for products, raw materials and fuel

For the Tosoh Group, there is a possibility market changes for commodities such as crude oil, naphtha
and petrochemical products will have a material influence on the operating results and financial position of
the Tosoh Group, particularly in its operations involving petrochemicals and basic raw materials.

2) Change in domestic and international economic conditions and demand

There is a possibility the external environment, including domestic and international customer and
market trends, economic conditions and business development by competing companies, will have an
influence on the operating results and financial position of the Tosoh Group.

3) Exchange rate fluctuations

The Tosoh Group exports certain products it manufactures domestically to foreign countries, and imports
most of its raw materials and fuel from foreign countries. There is a possibility large fluctuations in exchange
rates will have an influence on the Group’s foreign currency-denominated transactions and assets and
liabilities, as well as on the conversion of the financial statements of the Group’s overseas companies into
their yen equivalent, and thereby influence the operating results and financial position of the Tosoh Group.

4) Procurement of raw materials

The Tosoh Group procures the raw materials and fuels required for its production activities from
domestic and international suppliers, and seeks long-term, stable procurement through diversification of its
raw material and fuel procurement sources, the conclusion of medium and long-term supply agreements or
purchases from the spot market. Nevertheless, there is a possibility the operating results and financial
position of the Tosoh Group will be effected if obstacles to procurement arise as the result of a disaster,
accident or other occurrence at the Group’s suppliers.

5) Interest rate fluctuations

Although the Tosoh Group seeks to reduce its interest-bearing debt and improve its financial account
balances, there is a possibility the Group’s interest expense will increase and have an influence on the
operating results and financial position of the Tosoh Group if interest rates rise in the future.

6) Environmentally-related and other legal restrictions

The Tosoh Group recognizes environmental conservation and ensuring safety and health to be its most
important management issues, and is engaged in the active conduct of these activities. Nevertheless, there is
a possibility the operating results and financial position of the Tosoh Group will be effected in the future if the
Group’s business activities are restricted, or additional capital investment and new costs are incurred, as a
result of changes such as the strengthening of domestic and foreign legal restrictions pertaining to the
environment or demands for even greater corporate social responsibility.



Tosoh Corporation (4042) Fiscal Year
2006 Accounting Bulletin (Consolidated)

7) Quality issues

The Tosoh Group has established a quality assurance system for its products, and also purchases
product liability insurance. Nevertheless, should an unanticipated defect occur in a product, this can be
assumed to result in a decrease in society’s trust or discontinuation of sales of the product, or even develop
into circumstances in which a lawsuit is initiated. There is a possibility such a situation will influence the
operating results and financial position of the Tosoh Group

8) Lawsuits

The Tosoh Group has enacted a Compliance Conduct Policy, and strives to comply with domestic and
foreign laws. Nevertheless, there is a risk Tosoh Group will become the target of a lawsuit or other legal
procedure in the course of its extensive business operations, and there is a possibility this will influence the
operating results and financial position of the Tosoh Group if the group becomes subject to a serious lawsuit.

9) Accidents and disasters

The Tosoh Group implements daily and regularly scheduled facility inspections, maintenance and safety-
related investments, and strives to prevent beforehand the occurrence of facility accidents. Nevertheless,
there is a possibility the effects of a natural disaster or unexpected accident will influence the operating
results and financial position of the Tosoh Group if a loss is suffered because of a halt in production or costs
related to compensation for damage to the area surrounding a group plant, substantial facility repair costs or
other expenditures are incurred.

10) Technical improvements

The Tosoh Group seeks to be a “firm with a technological presence,” and is pursuing active research and
development in each business sector. In its specialty products business in particular, the speed of
technological improvements is remarkable, and the Tosoh Group believes it must develop and offer new
products on a timely basis. Nevertheless, there is a possibility the operating results and financial position of
the Tosoh Group will be effected if the Group is unable to continuously develop and offer new products that
meet customers’ needs, or if groundbreaking technological improvements are achieved by other companies.

On March 15, 2007, Tosoh Corporation received a Statement of Objection from the European
Commission expressing doubts pertaining to the Company’s competitive methods for sales of chloroprene
rubber in Europe.

Tosoh Corporation will respond appropriately after sufficiently studying the contents of the Statement of
Objection and conferring with its attorneys.
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2. Relationship of the Operating Businesses in the Company Group

Basic materials Tosoh Corporation Functional materials
Supply of raw Supply of raw materials
. . . materials
Taiyo Vinyl Corporation -] Nippon Polyurethane Industry
Supply of raw material$ Co., Ltd.
. onsignment of product|sal¢s Supply of raw material$ K
Tohoku Tosoh Chemical Co., Ltd Organo Corporation
Supply of raw materialp
Taihei Chemicals Ltd. Tosoh SGM Corporation
C¢nsignment of product sale:
Supply of raw
materials Cpnsignment of product palgs
. W g p .
Plas-Tech Corporation o Tosoh Hyuga Corporation
@
o .
P.T. Standard Toyo Polymer 3 Cqpsignment of product sples  To50h Speciality Materials
o)) Corporation
Supply of raw — X
. X materials [¢) Supply of raw materialp
Philippine Resins = Tosoh Finechem Corporation
Indiistries Ine QL ‘Supply of raw materials
- - n Supply of raw materials
Tosoh Polyvin Corporation - : Tosoh Quartz Corporation
Cphsignment of product galep
Supply of raw % Supply of raw materials
. materials o - .
Lonseal Corporation — _ Tosoh Silica Corporation
6' Supply of raw materiafs
Sales of products g
Toho Acetylene Co., Ltd. 5 [Supply of raw materiar: Tosoh F-Tech, Inc.
14 other companies Q
—
@
D C°gz‘ggt"‘sﬁavgf Tosoh Organic Chemical Co.,
e P Ltd.
Petrochemicals Group ]
Tosoh America, Inc.
Supply of raw
. materials Investment
1 Hokuetsu Kasei Co., Ltd. ;E Sales of products
g Tosoh Bioscience N.V.
7 other companies o
>
) Toyosoda Nederland B.V.
3.
o
i Q
Services Group & Tosoh Hellas A.1.C.
Transportation and loading
T h Logistics C . of products and raw Sales of products
osoh Logistics Corporation materials Tosoh SMD, Inc. <~
Transportation and Ioadir}g f
TOSOh PIant Services products and raw materialg TOSOh Quartz Inc.

Corporation

. . . Bupply of raw materialg|
Tosoh Nikkemi Corporation Hodogaya Chemical Co., Ltd.

Sales of products

25 other companies

Delamine B.V.

47 other companies

Customers

Consolidated subsidiary IZ'
Company accounted for under the equity method I:’

Note: Nippon Polyurethane Industry Co. Ltd., which had been accounted for using the equity method, was made a consolidated
subsidiary on April 14, 2006.
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3. Management Policies

(1) Basic management policies

Tosoh Corporation has established the objective of being a firm capable of responding rapidly to changes
in its business environment, managing its business activities fairly and with a high degree of transparency,
and developing its businesses globally against the backdrop of true global competitiveness, in order to
continually increase its corporate value.

Based on a medium-to-long-term perspective, the Tosoh Group is working toward a corporate structure
that can achieve stable and high income, supporting its goal of being a truly international competitor. The
corporate image that the Group is striving for can be described by the following three statements:

+ evolving to react effectively to a dynamic operating environment,
+ exhibiting broad earning power,
» employees realizing their full potential in contributing to operations.

(2) Issues to be addressed and key management measures

In its petrochemical operations, Tosoh will undertake works in a number of areas. These include attaining
the highest effectiveness and quality in olefins, to solidify their base of international products as
internationalization continues, diversifying raw materials and fuels at ethylene production plants, and
improving product quality, increasing productivity and expanding production capacity at its cumene production
facilities. In addition, in polymer products such as polyethylene and rubber, Tosoh will seek to enhance
profitability by reducing costs, maintaining cutting edge technological capabilities in sectors where the
Company excels, increasing added value, and increasing production capacity for polymers that offer
differentiated and unique functionality.

In its vinyl isocyanate chain business (Basic Group and Specialty Group), during the year Tosoh
completed the construction of its vinyl chloride resin manufacturing plant in Guangzhou, China and began
operations. In fiscal 2007, Tosoh will double production capacity for MDI, and the key raw material
components aniline and carbon monoxide. In fiscal 2008, Tosoh will complete the Phase Il enhancement of its
so-called vinyl isocyanate chain business, by increasing its own power plants for electricity and expanding
caustic soda production capacity. Based on these measures, Tosoh is proceeding to build a product lineup
boasting the highest level of competitiveness, in Asia and around the world.

In the Specialty Group for products other than MDI, Tosoh will work continuously to expand and develop
the scale of its line of products with leading positions in the bioscience, organic chemical products, functional
materials, electronics materials and environmental business sectors, and seek to increase the Group’s stable
earnings capacity.

To support the competitiveness of group companies in the Service Group, Tosoh will enhance the
distribution infrastructure in its logistics business by upgrading piers and revetments, constructing warehouses
and building and renovating ships, and optimize facilities and equipment maintenance activities and pursue
reductions in maintenance and repair costs.

In addition, as a corporate member of societies that seek to recycle materials, Tosoh will continue its
activities in the future as a firm that is capable of contributing to society, by taking into consideration the
environment and safety, in accordance with its basic philosophy concerning the environment, safety and
health.
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Tosoh Corporation
Consolidated Income Statements

JPY millions
FY2006 FY2005 Change
Amount % Amount % Amount %
Net Sales 781,347 | 100.0 648,810 | 100.0 | 132,536 20.4
Cost of Sales 619,999 79.4 514,397 79.3 | 105,601 20.5
SG&A 101,068 12.9 86,952 13.4 14,116 16.2
Operating Income 60,279 1.7 47,459 7.3 12,819 27.0
Non-operating Income
Interest 362 159 203
Dividends 874 808 65
Foreign Exchange Gains 781 1,393 (611)
Equity in earnings of affiliates - 2,365 (2,365)
Other 3,213 2,843 370
Total 5,232 0.7 7,570 12 (2,337) | (30.9)
Non-operating Expenses
Interest 4,970 3,919 1,051
Equity in losses of affiliates 553 - 553
Other 1,989 1,378 611
Total 7,513 1.0 5,298 0.8 2,215 41.8
Ordinary Income 57,998 7.4 49,731 7.7 8,266 16.6
Extraordinary Income 510 0.1 4,055 0.6 (3,545) | (87.4)
Extraordinary Loss 3,027 04 4,329 0.7 (2,301) | (30.1)
Income Before Income Taxes and Minority 55,481 7.1 49,458 7.6 6,022 12.2
Interests
Income Tax(Current) 21,776 2.8 20,180 31 1,596 79
Income Tax(Deferred) 2,023 0.3 529 0.1 1,493 | 2823
Minority Interest 3,193 0.4 1,216 0.2 1976 | 1625
Net Income 28,488 3.6 27,532 42 955 35
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Tosoh Corporation
Consolidated Balance Sheet

JPY millions
FY2006 FY2005 Change
Amount % Amount % Amount %

Assets
Current Assets 370,197 | 46.9 295,664 464 74532 | 252
Cash & Deposits 27,674 19,326 8,348
Trade Receivables 206,590 163,910 42,679
Inventories 114,227 91,969 22,258
Other Current Assets 22,356 20,901 1,245
Allowance for Doubtful Accounts (652) (442) 2
Fixed Assets 418,321 | 53.1 341,812 53.6 76,508 | 224
Tangible Fixed Assets 314,706 | 39.9 253,745 39.8 60,961 | 24.0
Buildings & Structures 63,187 61,483 1,704
Equipment & Vehicles 109,147 111,150 (2,002
Land 76,131 69,296 6,835
Construction in Progress 66,238 11,814 54,424
Intangible Fixed Assets 13,336 1.7 6,561 1.0 6,774 | 103.2
Investments 90,278 115 81,505 12.8 8,772 10.8
Investment Securities 61,340 62,014 (674)
Other 28,940 19,490 9,449
Allowance for Doubtful Accounts 2 (0 2
Total Assets 788,518 | 100.0 637,476 100.0 151,041 | 237
Liabilities
Current Liabilities 357,673 | 454 287,968 45.1 69,705 | 242
Trade Payables 117,316 87,738 29,577
Short-term Debt 179,500 150,498 29,002
Current Portion of Bonds 5,000 7,000 (2,000
Other Current Liabilities 55,856 42,731 13,125
Long-term Liabilities 203,075 | 257 164,307 25.8 38,768 | 236
Corporate Bonds 20,000 25,000 (5,000)
Long-term Debt 149,965 108,721 41,243
Other Long-term Liabilities 33,110 30,585 2,524
Total Liabilities 560,749 | 711 452,275 70.9 108,474 | 240
Minority Interest - - 26,089 4.1
Shareholders' Equity
Common Stock - - 40,633 6.4
Capital Surplus - - 29,970 4.7
Retained Earnings - - 79,765 125
Net Unrealized Holding - - 12,982 2.0
Gains on Securities
Foreign Currency - - (3,214) (0.5)
Translation Adjustments
Treasury Stock - - (1,026) (0.2)
Total Shareholders' Equity - - 159,111 25.0

Continues on next page.
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Tosoh Corporation
Consolidated Balance Sheet

JPY millions

Total Liabilities, Minority

Interest & Shareholders' Equity 637,476 1000

Net Assets

Shareholder's Equity 174,536 22.2
Common Stock 40,633 5.2
Capital Surplus 30,285 3.9
Retained Earnings 104,409 13.2
Treasury Stock (792) (0.2)
Valuation and Translation 10,437 1.3
Adjustments

Net Unrealized Holding 11,189 14

Gains on Securities

Deferred Gains or (Losses) 6 0.0
on hedges

Land Revaluation Reserve 816 0.1
Foreign Currency (1,575) 0.2)

Translation Adjustments

Stock Acquisition Rights 75 0.0
Minority Interest 42,720 5.4
Total Net Assets 227,768 28.9

788,518 100.0

Total Liabilities and Net Assets




Tosoh Corporation (4042) Fiscal Year
2006 Accounting Bulletin (Consolidated)

Tosoh Corporation
Consolidated Statements of Cash Flow

JPY millions

FY2006 FY2005
Cash Flow from Operating Activities:
Income Before Income Taxes 55,481 49,458
Adjustments to Reconcile Income Before Income
Taxes to Net Cash Provided by Operating Activities:
Depreciation and Amortization 35,373 29,173
Impairment Loss on Fixed Assets 366 2,819
Decrease in Retirement and Severance Benefits (4,158) (2,578)
Interest and Dividend Income (1,237) (968)
Interest Expense 4,970 3,919
Equity in (Earnings)Losses of Affiliates 553 (2,365)
Net Gain on Sales of Investment Securities (290) (3,255)
Loss on Disposal of Property , Plant and Equipment 1,372 1,001
Increase in Trade Receivables (35,269) (9,580)
Increase in Inventories (12,485) (8,382)
Increase in Trade Payables 20,713 1,154
Other , Net 5,217 (1,841)
Subtotal 70,606 58,554
Interest and Dividends Received 2,028 2,114
Interest Paid (4,767) (3,934)
Income Taxes Paid (16,739) (23,049)
Net Cash Provided by Operating Activities 51,127 33,685
Cash Flows from Investing Activities:
Payments for Purchases of Property ,Plant Equipment (79,428) (37,960)
Purchases of Investment Securities (7,636) (1,081)
Proceeds from Sales of Investment Securities 1,993 7,553
Proceeds from Purchases of Newly Consolidated Subsidiaries 3,566
Payments for Advances of Long-term Loans Receivable (4,834) (1,737)
Proceeds from Collections of Long-term Loans Receivable 3,253 255
Other, Net (2,146) (646)
Net Cash Used in Investing Activities (85,231) (33,617)
Cash Flows from Financing Activities:
Net Increase (Decrease) in Short-term Debt 13,157 3,178
Proceeds form Long-term Debt 74,701 39,307
Repayments of Long-term Deht (46,634) (37,373)
Cash Dividends Paid (4,578) (5,684)
Contribution from Minority Shareholders 4,833
Other ,Net 868 (127)
Net Cash Used in Financing Activities 42,348 (699)
Effect of Exchange Rate on Cash and Cash Equivalents 130 440
Net Increase (Decrease) in Cash and Cash Equivalents 8,375 (191)
Cash and Cash Equivalents at Beginning of Year 18,408 18,572




