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We successfully achieved
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Financial Highlights
Daicel Chemical Industries, Ltd. and Consolidated Subsidiaries 
Years ended March 31
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Based on the techniques accumulated with distinction over

more than 80 years, the Company has been managed with sustain-

able “growth with profit” as its aim. While striving for profitable

growth, Daicel places great emphasis on environment-friendly

operations and corporate social responsibility.

Strategies for Continuing  “Growth with Profit”

Strategies by Business Segment
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China, as well as a sense of deepening turmoil in international

affairs give no grounds for optimism in terms of business con-

ditions.

The business environment in the chemical industry remains

wrought with difficulties, brought about by sales price revi-

sions in response to the escalating costs of raw materials and

fuel, the need to maintain cost competitiveness and strengthen

R&D, as well as environmental safety concerns and other

problems that need to be addressed.

Under these circumstances, the Daicel Group’s performance
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and what’s next?
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The new Organic Chemical Products Company was established
in June 2006 by merging the Organic Chemical Products
Company and the Organic Designed Products Company. As well
as strengthening marketing functions in the organic chemical
field, the merger has brought the management of R&D and
production functions under one umbrella, accelerated deci-
sion-making and expedited responsiveness to market require-
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monoxide (which produces a greenhouse gas effect of 310 times
more than carbon dioxide) through nitric acid oxidation and the
use of halogen catalyzer which discharges environmentally
harmful materials, the development of highly efficient auto-oxi-
dation techniques that use neither nitric acid nor halogen is
eagerly anticipated. If a manufacturing technique based on the
NHPI process can be established, equipment costs will be sig-
nificantly reduced and energy savings can be expected.

Corporate R&D Activities
Daicel will be giving added impetus to strengthening R&D for
the creation of new products and new businesses in the long-
term growth focus fields of electronic and IT materials, life sci-
ences and environmental safety. More specifically, R&D efforts
are focusing on materials for second- and third-generation ArF

semiconductors, optic materials, interlayer isolation film, fuel
cell materials, porous multi-metal plate substrates and sepa-
ration membrane material. With existing chemical products,
developments are under way that have as their central theme
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Basic Approach to Corporate Governance

Daicel recognizes corporate governance as an important
aspect of business that can contribute to improved corpo-
rate value. As a publicly listed enterprise, Daicel is commit-
ted to carrying out its social mission and responsibilities. We
believe in the need to strengthen our relationships with vari-
ous stakeholders.

We ensure our maneuverability by clarifying the role-
sharing of various organs, and we have implemented an
agile management system capable of timely decision-mak-
ing and execution. We can respond quickly to opinions from
outside the company and can apply them to our corporate
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A u d i t o r s M a n a g e m e n t  M e e t i n g s P l a n n i n g  M e e t i n g s B u s i n e s s  S t r a t e g y  C o n f e r e n c e s
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Corporate Ethics

A company’s continued existence naturally involves complying
with the law and acting with the highest standards of ethics and
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Environmental and Safety Activities

Daicel has carried out business activities with consideration for
the environment and safety since its inception. In 1995, the
Company declared its intention to implement “Responsible
Care” and has since then made efforts to promote Responsible
Care in all of its business activities. Responsible Care is the vol-
untary commitment by which corporations that manufacture
and handle chemical substances take measures concerning the
environment, health, and safety in all stages of business, from
research and development to final disposal. This is an interna-
tional initiative.

As one aspect of these efforts to implement Responsible Care
at overseas bases, Daicel took part in a preoperational safety
review meeting for the manufacturing facilities at Daicel Safety
Technologies (Thailand) Co., Ltd., which produces the initiators
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resist polymers for ArF excimer lasers,  sales of which

commenced in the fiscal year under review.

Factors underlying decreases in sales included the

following. In the organic chemicals segment, in which

the CPI Company develops pharmaceutical-related

business, whereas chiral chromatographic columns

performed favorably, sales of intermediate pharma-

ceuticals decreased, resulting in a loss of ¥0.5 billion

compared with the previous fiscal year. 

In the plastics and films segment, reduced demand
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such methods as revising its prices and withdrawing

from underperforming businesses. The cellulosic

derivatives segment improved the sales volume of cel-

lulose acetate, which, along with the sales price revi-

sions, contributed to an increase of ¥1.2 billion

compared with the previous fiscal year. In the function-

al products and others segment, sales of resist poly-

mers for ArF excimer lasers contributed to the sales

from the fiscal year under review,  and an intellectual

and integrated production system consulting business

in collaboration with Yokogawa Electric Corporation
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review was also ¥8, comprising a mid-term dividend of

¥4 and a period-end dividend of ¥4.

Financial Position

Assets

Total assets as of March 31, 2006 were ¥483.5 billion,

up ¥70.0 billion, or 16.9%, from a year earlier.
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Trends in currency exchange rates

The Company’s ratio of net overseas sales to consoli-
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Consolidated Balance Sheets
Daicel Chemical Industries, Ltd. and Consolidated Subsidiaries
March 31, 2006 and 2005

Thousands of 
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Thousands of 
Millions of yen U.S. 
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Consolidated Statements of Income
Daicel Chemical Industries, Ltd. and Consolidated Subsidiaries 
Years ended March 31, 2006, 2005 and 2004
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Differences arising from such translation are shown as “Foreign currency translation adjustments” as a separate
component of shareholders' equity.

j. Leases—All leases are accounted for as operating leases. Under Japanese accounting standards for leases, finance leases
that are deemed to transfer ownership of the leased property to the lessee are to be capitalized, while other finance leases
are permitted to be accounted for as operating lease transactions if certain “as if capitalized” information is disclosed in the
notes to the lessee's financial statements.

k. Research and Development—Research and development costs are included in “,ich anExpeneasts” ae i curdts.
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3. Marketable and Investment Securities
Marketable and Investment securities as of March 31, 2006 and 2005 consisted of the following:

Thousands of
Millions of yen U.S. dollars

2006 2005 2006

Curj
/: 

Trust fuandiInvestmens6 ando thr5
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Semiannual interim dividends may also be paid once a year upon resolution by the Board of Directors if the articles of incor-
poration of the company so stipulate. Under the Code, certain limitations were imposed on the amount of capital surplus and
retained earnings available for dividends. The Corporate Law also provides certain limitations on the amounts available for divi-
dends or the purchase of treasury stock. The limitation is defined as the amount available for distribution to the shareholders,
but the amount of net assets after dividends must be maintained at no less than ¥3 million.
(b) Increases / decreases and transfer of common stock, reserve and surplus
The Corporate Law requires that an amount equal to 10% of dividends must be appropriated as a legal reserve (a component of
retained earnings) or as additional paid-in capital (a component of capital surplus) depending on the equity account charged upon
the payment of such dividends until the total of aggregate amount of legal reserve and additional paid-in capital equals 25% of the
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The tax effects of significant temporary differences and tax loss carryforwards which resulted in deferred tax assets and
liabilities at March 31, 2006 and 2005 were as follows:
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The sales to Fuji Photo Film Co., Ltd. for the years ended March 31, 2006 and 2005 were as follows:

Thousands of
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Millions of yen
Corporate

and
Year Ended March 31, 2005 Japan Asia Other Total Eliminations Consolidated
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Independent Auditors’ Report
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Principal Subsidiaries and Affiliates

Domestic Operations
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Stock Price Range & Trading Volume

Major Shareholders (Top10)
Ratio of

Number of shareholder 
shares voting rights






