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Pro le

The Nippon Synthetic Chemical Industry Co., Ltd. (NIPPON GOHSEI) was founded on manufacturing technology for
synthetic acetic acid, and has grown into a major chemical company for the manufacture of acetic acid resins including
Gohsenol, polyvinyl alcohol (PVOH). Making full use of our technological strength in organic syntheses,
polymerization, polymer reactions, etc., we have sought to develop new products with new value from a wide variety
of resins. We are one of the world’s two manufactures of ethylene-vinyl alcohol copolymer (EVOH) resin, supporting
the growing international demand with our Soarnol brand products. By expanding the range of high value-added
products, NIPPON GOHSEI contributes to realizing a better society, striving always to be in the vanguard of new
value and new solutions that are grounded in the needs of our customer and the demands of the times.

Mission Statement
We will create new values through chemical-based technology, and contribute to the realization of a comfortable
and better quality of life.

Corporate Vision

A corporation that aims to achieve high profit through continuous effort of business selection and focus;
A global corporation leveraging its proprietary expertise; and

A corporation that is environmentally-friendly and contributes to society.

Gohsenol, Soarnol, OPL Film, Coponyl, Nichigo-Polyester(PES), Shikoh, Hi-selon, Nichigo G-Polymer, Mowinyl are registered
trademarks of NIPPON GOHSEI.
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Financial Highlights

The Nippon Synthetic Chemical Industry Co., Ltd. and the subsidiaries

Millions of Yen Thousands of U.S. dollars (Note)

Apr.04 to Mar.05  Apr.’05 to Mdr. 06 ~ Apr.’06 to Mar. 07 Apr.’07 to Mar. 08  Apr.'08 to Mér. 09 Apr.08 to Mér. 09

Net Sales ¥77,396 ¥84,956 ¥95,821 ¥109,640 ¥100,962 $1,027,494
Operating Income 3,502 2,715 5,762 7,732 4,382 44 596
Net Profit 1,357 986 2,298 5,512 923 9,398
Total Assets 114,975 116,701 121,162 122,463 106,819 1087,109
Shareholders’ Equity 41,405 43,551 45,907 50,912 47,141 479,758
Per Share

Yen U.S. dollars
Net Profit 13.67 9.88 23.58 56.57 9.48 0.096
Shareholders’ Equity 424.66 446.72 471.16 522.56 483.90 4,925
Cash Dividends 5.00 6.00 6.00 7.00 7.00 0.071

Note : The U.S. dollar amounts in this report are converted from yen, for convenience only, at the rate of ¥98.26 to U.S.$1.00, the exchange rate as of
March 31, 2009.
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To Our Shareholders

This report presents an overview of our business from
April 1, 2008 through March 31, 2009.

In terms of the economic situation for the fiscal year, the
first half saw a leap in the price of raw materials and
fuels. There was a global drop in individual consumption
and real demand for business investment and the like in
the second half, triggered by the economic crisis that
originated in the United States, which, added to even
larger scale inventory adjustment and the appreciating
yen, led to an extremely tough situation.

Faced with this, the NIPPON GOHSEI Group strove to
ensure profit by promoting specialization, maintaining
fair product prices and reducing costs. Nonetheless, the
severe situation continued from the viewpoint of both
sales and profit due to, among other factors, the sharp rise
in raw material and fuel prices in the first half and the
ensuing effects of second half product inventory variation;
a drop in sales volume caused by the dramatic fall in
domestic and overseas demand; and major currency
fluctuations.

As a result, the consolidated results for the current period
were as follows: sales fell by ¥8,677 million year-on-year,
to ¥100,962 million (down 7.9%) (year-on-year; the same
hereafter). Operating income fell by ¥3,349 million to
¥4,382 million (down 43.3%). The net profit for the
period was down ¥4,588 million, at ¥923 million (down
83.2%).

Cash flow from business activities for the fiscal year was
up by ¥7,396 million. This was chiefly due to pre-tax net
profit of ¥2,018 million and ¥6,865 million in depreciation.
Cash flow from investment activities was down by
¥4 587 million. The main reason for this was domestic
capital investment. Financial activities resulted in a
¥2,966 million negative cash flow, mainly caused by the
¥2,573 million net decrease in short-term loans. This
meant that cash and cash equivalents were down by ¥707
million as compared to the end of last fiscal year, to
¥8,689 million.
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As a result of the current financial crisis, major changes
took place in the business environment in fiscal 2008.
However, we recognize that there is no need to make any
fundamental changes to the policies and various
measures laid out in the “08 Strategy,” the mid-term
business plan that was started in fiscal 2008. We consider
the steady and timely implementation of this strategy to
be our highest priority.

With maintenance of safe and stable production as our
foundation, we will strive for constant growth in the
future, by promoting specialization, reducing the
environmental burden, responding quickly to changes in
the business environment, training and activating our
personnel, and aiming to reduce costs even further.

In addition, the NIPPON GOHSEI Group will continue
to carry out its corporate social responsibilities by further
strengthening its internal control systems, including its
compliance system, based on business transparency and
regulatory compliance.

We will make every possible effort to increase our
corporate value in order to meet our shareholders’
expectations, and toward that end we ask for your
continued understanding and support.

President
Kenichi Ogasawara
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Segment Reports by Product

| Net Sales | | Operating Income

Others
4]

Acetyl and Others
Fine Chemicals 00

20
101 Billion ¥4.3 Billion
Acetyl and Synthetic Resins Synthetic Resins
Fine Chemicals 6401 980
320 Segment Total ¥4.5 billion

Common Costs [ ¥0.2 billion
‘ Operating Income  ¥4.3 billion

Synthetic Resins

m Net Sales ¥64.5 billion (6.2% decrease over the previous period)
m Operating Income ¥4.2 billion (44.4% decrease over the previous period)

For the PVOH resin Gohsenol, in spite of our efforts to improve the domestic and overseas sale and purchase spread
and restructuring of the marketing organization, the severe conditions continued, with reduced demand in the
second half and inventory adjustment by our customers, and the strong yen.

In the secondary processing area of functional film, we responded to increased demand for OPL Film, used in
optical applications, by starting commercial operations of 3-line production in February 2008, but due to the drop in
demand in the second half, there was an overall fall in sales for PVOH over the whole year.

The EVOH resin Soarnol did well in the first half with the focus on food packaging applications, but once again due
to a second half drop in volume and exchange rate adjustments due to the strong yen, sales fell over the year.

The specialty polymer area of pressure-sensitive adhesive resins and functional coating resins, represented by the
acrylic copolymer Coponyl, high molecular weight saturated polyester resin Nichigo-Polyester(PES) and UV
curable urethane resin (Shikoh), did well in the first half, focusing on optical and electronic material applications in
the field of IT electronics. However, sales dropped
considerably in the second half due to demand contraction.
Over the whole year, there was a slight increase due to the
consolidation of 15 months of Nichigo-Mowinyl sales
(merger by absorption in April 2009).

As a result, sales of synthetic resins were ¥64,539 million
(down 6.2%). Operating income fell to ¥4,212 million 60
(down 44.4%) as a result lower sales due to drastic demand 50
contraction for home appliance, automotive and 40
housing-related applications, together with the increase in
manufacturing costs associated with production adjustments
and depreciation of the new OPL Film production facility.
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PVOHI polyvinyl alcohol]

Cars Paper processing Optical
Raw material for the bonding middle layer in safety glass Coatings for thermal paper, Optical polarized PVOH films, a key
for windshields / Films for curved surface printing inkjet paper and the like component of polarizing film for LCDs

EVOHJ ethylene-vinyl alcohol copolymer(]

Food packaging Others
Superior oxygen insulation properties keep food fresh and Material for car plastic fuel tanks, shielding against
flavorful emission of volatile substances / Cosmetic tubes

Adhesives / Functional coatings

Information processing and electronics Emulsion
Adhesive for tape used in the semiconductor manufacturing process / Binder for CD  Construction adhesive suitable for
and DVD screen printing / Hard coating on various electronic devices use in combating sick house syndrome
T b

= Net Sales ¥32.6 billion (10.9% decrease over the previous period)
m Operating Income ¥0.3 billion (54.0% increase over the previous period)
Industrial chemicals such as acetic acid and vinyl acetate

monomer, and fine chemical products, mainly acetic acid g Net Sales ~ ——— Operating Income
derivatives, saw a sudden drop in demand in the second half,

. ) . [ Billion ¥0 [ Billion ¥
resulting in sales of ¥32,644 million (down 10.9%). sl 1.0
Operating income rose to ¥292 million (up 54.0%) due to improved 0.9

37+ Jo.
sale and purchase spread and expanded sales of some products. 5 08
Sales of chemicals fell to ¥97,183 million (down 7.8%) and . 07
operating income, after deducting common costs of ¥179 a i 706
million, was ¥4,324 million (down 42.8%). s i i 0'5
Industrial chemicals Fine chemicals 321 +40.4
OAcetic acid OPharmaceutical intermediates 31t 103
OVinyl acetate monomer OKetene derivatives 30 L lo.2
OEthyl acetate, etc. OGlyoxal derivatives, etc.

- 29 0.1

28 0
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= Net Sales ¥3.8 billion (9.9% decrease over the previous period)

m Operating Income ¥38 million (74.9% decrease over the previous period)

Sales and operating income in other divisions, mainly facilities construction, environmental analysis and the
logistics service business division, also fell year-on-year, to ¥3,778 million (down 9.9%) and ¥38 million (down
74.9%), respectively.
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Research and Development

The NIPPON GOHSEI Group is promoting research
and development with the aim of timely expansion of
our specialty businesses. Further, in order to respond
more precisely to market needs, we are working on the
creation of highly competitive processes. We have set
up the Advanced Polymer’s Business Development
Department(APB) to speed up the development of new
polymers, and are accelerating development through
collaboration with each product department. We are
also focusing on future energy environment
technologies. Research is advancing steadily and we
have made reports at conferences on the commission,
which was received jointly with Mitsubishi Chemical,
from the New Energy and Industrial Technology
Organization (NEDO) to develop system technology for
next generation car high performance electrical power

storage systems.

In terms of our important continuing themes, we are
speeding up development through selection and focus,
and are seeing the fruits of commercialization. As we
look toward the future, we are collaborating outside the
framework of existing products to create new themes
and strengthen our proprietary technology. Research
and development expenditure for the fiscal year was
¥2,371 million, and the main activities were as follows:
In the area of PVOH, we have moved into the real
demand stage in the development of high performance
modified PVOH with new functions, which were
achieved through collaboration with the specialty
polymer and information processing and electronics
fields. We have strengthened our contacts with new
markets and our customers and are carrying out
evaluations with a view to global expansion of new
applications for high value added PVOH. We are also
discovering new possibilities for its deployment in
environmental and health-related applications. For
electronics materials and PVOH film, the integration of
Ogaki and Kumamoto plant production and research at
the Functional Film Center has resulted in improved

efficiency. Thanks to feedback from the Central
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Research Laboratory base property analysis, we have
been able to speed up the product development of the
different films. For electronics materials in particular,
we are working on detailed property evaluation of OPL
Film in order to improve productivity and product
quality, aiming to support the sales growth that goes
along with expanded growth of LCDs in the flat panel
display market and satisfy our customer’s demands for

high quality.

In the area of PVOH film, the water-soluble film
Hi-selon, which uses a unique PVOH designed to take
the environment into account, is being used as a base
film for hydraulic transfer printing on curved surfaces
of car interiors, home electrical appliances and the like,
and development of films for pesticides and liquid
detergents is ongoing. We are taking advantage of the
energy saving and CO2 reducing properties of the
biaxially-oriented PVOH film Bovlon by focusing on
development of vacuum insulation and greenhouse

materials.

Research and development expenditure for this

department was ¥2,371 million.

A new EVOH high gas barrier stretchable shrink film
was launched and picked up by several companies, and
evaluation by our customers is ongoing. We also
implemented improvements to its properties according
to customer requests, and have finished the design of an
improved pinhole resistance product. The new
EVOH/polyolefin resin upgraded auxiliary has been
highly rated for reducing industrial waste and lowering

costs.

In specialty polymers, we are concentrating on the
development of adhesives and functional coatings for
devices and LCD displays, using a fusion of UV cured
oligomeric acrylic polymer and polyester polymer. Our
customers have given high ratings to our success in

developing an anti-static adhesive and PES coating with



6002-8002 uolleuiadQ JO MaIADY

high refractive index. Further, an environmentally
friendly water-borne laminate adhesive has been
developed and put on the market. In addition, we are
focusing on expanding sales and new applications for
the world’s first acrylic powder emulsion using Nichigo
G-Polymer.

In the area of fine chemicals, we are focusing on
developing new derivatives using our basic products
such as imidazoles, and on developing products that
provide new functions such as cross-linking agents,
through collaboration among those in the specialty
polymers, PVOH and information processing and
electronics areas, and we are seeing new products
starting to take form. The market work for some new
cross-linking agents has been started. In addition, the
manufacturing technology for imidazole ionic liquid, a
new material, has been established and we are zeroing
in on applications and aiming for early

commercialization.

The APB has put its energy into the development of
Nichigo G-Polymer, which is both amorphous and has
crystalline functions at the same time. We are working
on a number of applications and developing new grades
with a view to early commercialization. In collaboration
with the specialty polymer area, we are aiming
proactively to develop acrylic emulsion applications not

only domestically, but also overseas.

Others
There were no other relevant matters for the fiscal year.
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Responsible Care

Reduction of Greenhouse Gases

The commitment period under the Kyoto Protocol® for reduction of greenhouse gasses started from 2008. Japan must
reduce greenhouse gas emissions by 6% in the five years between 2008 and 2012.

NIPPON GOHSEI's Medium- to Long-Term Targets

NIPPON GOHSEI will reduce CO2z emissions by 6% by 2010,
as compared to 1990, and in the ve years between 2008 and 2012
will reduce CO2 emissions by 6%.

In order to achieve this target, NIPPON GOHSEI will promote a variety of energy-saving measures (including continuing the
year-on-year 1% reduction in energy source units year, making boilers more efficient and the like).

Compared to fiscal 2007, CO2 emissions fell in fiscal 2008 by about 11%, to 265,000 tonnes(mt). This was due to
significantly reduced production volume at the Ogaki and Mizushima plants. CO2 emissions for fiscal 2008 were 6.6% less
than 1990 (284,000 mt in 1990 (if the former Ogaki Kasei Industry Co., Ltd. figures are included, 293,000 mt). The values
for greenhouse gas emissions not derived from energy sources are below the range for which notification is required at all
plants.

® CO2 emissions (energy sources)
(10,000 mt
/C0y)

35

295 29.6 293 278 278 29.7
257 pg4 263 269 <1° <0 | 265 267

25} l I l l | | - Fiscal 2010 target

20 Ogaki plant

30 284

151 Mizushima plant

Kumamoto plant

Central Research
( ! ! ! ! ! ! ! ! | ! ( | Laboratory

90” 98 99 00 0L 02 03 04 05 06 07 08”7 10 (FY)

CO: emissions were calculated using the conversion factors listed in the Japan Chemical Industry Association’s “Voluntary Action
Plan Follow-up Survey on Energy Usage Results for Fiscal 2005,” which were used previously in this report. The same conversion
factors as in fiscal 2005 were used for fiscal 2006 and after. CO2 emissions notified pursuant to the revised Rationalization in Law
Concerning the Rational Use of Energy totaled 259,000 mt in fiscal 2006, 280,000 mt in fiscal 2007 and 249,000 for the Ogaki
(Kanda, Motoima, Kamiya), Mizushima and Kumamoto plants.

% The Kyoto Protocol : is an international agreement that sets binding targets for industrialized countries for reducing greenhouse gases. It offers
an additional means of meeting their targets by way of three market-based mechanisms (The Kyoto Mechanisms).
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