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Aspect 3: Global Development

During the period of the plan, Daicel responded to market and customer needs by rapidly advanc-

ing its operations on a global basis in those businesses that will aid in achieving sustained improve-

ments in its competitive edge worldwide. In the airbag inflator business, we have a five-pronged

global production system encompassing Japan, the United States, Thailand, Poland, and China. At

the regional level, we .Aspn3rasss8d.a.ralizassl be fatos operations id Chins i2004nd, anexJapdnged
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M e s s a g e  f r o m  t h e  P r e s i d e n t

Year in Review
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The sharp rise in demand for triacetyl cellulose (TAC), which
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our second long-term business plan, a 10-year program that

was formulated in 1999. The next three years will be an

extremely viE timeas f bolsg-tingxt e Company’was undatio an
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At  a  G lance
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Rev iew o f  Operat ions

Organic Chemicals

Operations
Millions of yen

2006 2005 2004 20032007
Sales to outside customers
Intersegment sales
Total sales
Total cost and expenses
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05

6.9

06

9.5

07 (FY)

11.3

03

6.7

04

4.8

Operating Income

(Billions of yen)

05

79.1

06

84.4

07 (FY)

93.8

03

72.2

04

74.9

Sales to Outside Customers

(Billions of yen)

Strategies for Future Growth

Acetic Acid and Acetic Acid Derivatives

We constantly examine the viability of expanding production

of acetic acid, including at overseas locations, although at

present we do not have specific plans in this area. We also

make ongoing ih.087 
sWa
0. i1agpchnologyarea. We 066
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Rev iew o f  Operat ions
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Strategies for Future Growth

Automobile Airbag Inflators

Daicel’s automobile airbag inflator business has grown

steadily and now represents a new mainstay operation for

the Company. This growth is attributable to an increase in

the number of airbags fitted per vehicle as side impact and

curtain airbags become standard features alongside driver

and passenger airbags. 

The Company’s global production strategy calls for

increasing the number of facilities to cover the main auto-

mobile manufacturing regions around the world. We com-

menced operations at our facility in Poland in spring 2006

and a new facility in China in the autumn of the same year.

Added to our manufacturing bases in Japan, the United

States, and Thailand, Daicel has completed a five pronged

global production system for automobile airbag inflators.

We are also working to strengthen cost competitiveness

by increasing the ratio of major components, such as gas

generating agents and initiators, manufactured in-house by

overseas subsidiaries. 

Utilizing our global production system, we will continue

to maintain our position as the world’s top supplier of

airbag inflators to Japanese automobile manufacturers. We

will also continue our proactive sales activities targeting

South Korean automobile manufacturers, a market that is

expected to grow.

By fiscal 2010, the final year of our medium-term busi-

ness plan, we are targeting an annual sales volume of 58

million units (approxim spum0%es i
(overseas sal)ts anais)Tj
T*
0 Tw19% she arn of the worag inflatoa mark.th

Tha markem forerosimpe & defennesl produsso continors wn





24

R e s e a r c h  a n d  D e v e l o p m e n t
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(6) Companywide R&D

Daicel Chemical Industries conducts research into new

business creation and basic themes that cannot be allo-
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P r o d u c t i o n  a n d  B u s i n e s s  P r o c e s s  I n n o v a t i o n

Produocess Inno vation
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F i n a n c i a l  S t r a t e g y

Basic Approach

Daicel’s basic policy regarding the distribution of profits

emphasizes a comprehensive and long-term balance

rst andreinforcdingin-tenialreserveds.7 spoldifyg the

r s p e c i s i v . e
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Respons ib le  Care

Basic Approach

Since its inception, Daicel has endeavored to maintain envi-

ronmentally safe operations and become a corporate group

that can achieve sustainable growth. In accordance with our

basic policy for Responsible Care established in 1995, we

seek to ensure safety and health and protect the environment

in whatever stage of its operations—from the development of
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In April 2006, Daicel adopted a Risk Management Code that

stipulates a company-wide risk management policy. In addi-

tion, a Risk Management Committee was formed to control
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2004

For the year:

Net sales

Operating income

Income before income taxes and minority interests

Net income (loss)

Amounts per common share (yen):

Net income (loss)

Cash dividends applicable to the year

Capital expenditures

Depreciation and amortization
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Millions of yen, except per share amounts and other information

¥ 260,884

16,140

12,891

3,141

¥ 8.40

6.00

¥ 26,597

30,419

11,195

¥ 225,678

462,308

190,885

98,887

143,510

118.2

31.0

0.7

2.2

1.2

0.6

1.4

¥ 698

441

¥ 124.10

¥ 257,177

7,891

5,968

(845)

¥ (2.26)

6.00

¥ 29,122

30,805

11,395

¥ 180,026

414,088

147,891

95,937

139,735

121.7 

33.7 

(0.2)

(0.6)

(0.3)

0.6 

1.4 

¥ 491

150

¥ 132.10

¥ 249,111

13,294

6,469

1,401

¥ 3.77

6.00

¥ 27,490

27,666

10,735

¥ 169,695

401,062

131,812

100,218

138,257

128.7

34.5

0.3

1.0

0.6

0.6

1.3

¥ 395

212

¥ 121.00

¥ 238,240

14,369

8,396

3,125

¥ 8.48

6.00

¥ 38,820

26,931

10,393

¥ 191,248

439,108

156,916

107,933

142,777

121.9

32.5

0.7

2.2

1.3

0.6

1.3

¥ 497

260

¥ 106.00

5,132

¥ 261,520

14,627

10,066

3,381

¥ 9.03

6.00

¥ 22,189

28,484

11,841

¥ 168,079

442,055

141,072

114,526

155,314

119.1

35.1

0.8

2.3

1.3

0.6

1.4

¥ 378

273

¥ 124.00

5,412

¥ 261,358

15,483

6,841

3,635

¥ 9.86

6.00

¥ 20,082

26,709

11,485

¥ 150,862

412,008

135,309T5,TD
0 Tc
(.7(]¥)T0,082)Tj
i4,526

273

¥ 0 . 72 . 9 7 4  T D 
 0 . 0 0 0 1  T c 
 ( 0 . 6  ) T j 
 T * 
 ( 1 . 4  ) T j 
 - 2 . 9 3 4 3  - 6 . 6 6 9 8  T D 
 0  T c 3 ( ¥ ) T j 
 2 . 6 5 6 1  0  T D 
 0 . 0 0 0 4  T c 
 3 6 3 7

2 6 0

¥ ¥ 15,483

6,841

3,635
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Outlook for Fiscal 2008

While the Japanese economy is expected to continue

expanding, such factors as a sustained escalation in raw

material and fuel costs, rising interest rates, and deepening

turmoil in international affairs give no grounds for optimism

in terms of business conditions. 

The business environment in the chemical industry

remains wrought with difficulties, brought about by sales

price revisions in response to the escalating costs of raw

materials and fuel, the further need for selection and focus

in operations, the need to maintain cost competitiveness

and strengthen R&D, environmental safety concerns, and

ot T
 in response tusithato maintaibe adde tsed.6156 -1.8467 TD
0.0546 Tc
.054
 iUndesp rehe circum es anneed toDaisil Gabop’s ns,ectm-6156 -1.8467 TD
0.0051 Tc1106d strensioofor Fisd
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Millions of yen Thousands of
U.S. dollars (Note 1)

200720062007





Net sales
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Daicel Chemical Industries, Ltd. and Consolidated SubsidiariesConsolidated Statements of Changes in Equity Years ended March 31, 2007, 2006 and 2005

Balance, April 1, 2004
Effect of initial inclusion 

of certain subsidiaries 
in consolidation 

Net income
Cash dividends, ¥6.00 

per share
Bonuses to directors and 

corporate auditors
Repurchase of 

treasury stock
Disposal of treasury 

stock
Net increase in 

unrealized gain on 
available-for-sale 
securities

Net change in foreign 
currency translation 
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See notes to consolidated financial statements.

Balance, March 31, 2006
Reclassified balance 

as of March 31, 
2006 (Note 2)

Effect of initial inclusion 
of certain subsidiaries 
in consolidation 

Net income
Cash dividends, 

¥8.00 per share
Bonuses to directors and 

corporate auditors
Repurchase of 

treasury stock
Disposal of treasury 

stock
Net change in the year

Balance, March 31, 2007

Millions of yen

Deferred 
gain (loss) on 
derivatives

under hedge
accounting

Unrealized
gain on

available-for-
sale securities

Retained



Operating activities:
Income before income taxes and minority interests
Adjustment for:

Income taxes-paid
Income taxes-refunded
Depreciation and amortization
Impairment loss on fixed assets
Loss on dispositions of property, plant and equipment
Loss on revaluation of property, plant and equipment
Provision for deferred gain from expropriation

Opon sauj
Tnsolidat desubsidaaractent for:De de
T*panactriat-or:
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i. Foreign Currency Financial Statements—The balance





Equity securities

Trust fund investments and other

Equity securities

Debt securities
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Normal effective statutory tax rate

Expenses not deductible for income tax purposes

Current operating losses of subsidiaries

Loss on investments in subsidiaries

Equity in earnings of associated companies

Tax credit primarily for research and development expenses

Return tax

Other-net

Actual effective tax rate

2)x ra46 315e2)x ra46 315e
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Due within one year

Due after one year 

Total

Millions of yen
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Sales

Millions of yen Thousands of
U.S. dollars

200720062007

¥16,611 ¥9,675 $140,771

Millions of yen Thousands of
U.S. dollars

20072006

¥

¥

$
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Cash dividends, ¥4 ($0.03) per share

Millions of yen Thousands of
U.S. dollars
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Sales to outside customers 

Intersegment sales 

Total sales

Operating expenses

Operating income

Total assets

Millions of yen

¥ 381,423
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