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IKkuraray

Kuraray was established in 1926 to commercialize the chemical fiber rayon, which was
state-of-the-art at the time. As a pioneer in Japan’s emerging synthetic fiber production
industry, the Company moved to the industry forefront in 1950 with the accomplishment
of commercial production of polyvinyl alcohol (PVA) fiber KURALON.

Over the last half century, Kuraray’s technological expertise has developed numerous
distinctive products that have expanded its presence in markets worldwide. In particular,
several of our current products command the top share in the global market, including PVA
resin, a first in the world product commercialized by Kuraray offering outstanding adhesive
properties and water solubility; optical-use PVA film, an indispensable element in liquid

~ crystal displays (LCDs); EVAL resin, a high gas barrier resin used for food packaging and
fuel tanks; heat-resistant polyamide resin GENESTAR and man-made leather CLARINO.
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CORPORATE PHILOSOPHY
(Established in 1986)

® Respect for individuals

e Cooperation in shared goals

e Creation of values

GUIDELINES for ACTION
(Established in 1986)
e Act on customers’ needs
e Act on ideas in the working place
e Act on your own initiative

CORPORATE MISSION

(Established in 2003)

We in the Kuraray Group are committed to opening new fields of business using pioneering
technology and contributing to an improved natural environment and quality of life.

PRINCIPLES for BUSINESS CONDUCT
(Established in 1998)

* We will develop and provide products and services, giving full consideration to safety.

¢ We will conduct businesses in a free, fair and transparent manner.

¢ We will maintain good communications and build a sound relationship with society.

* We will strive to preserve and improve the global environment and to secure safety and health.

¢ We will respect intellectual properties including trade secrets and control information properly.

e link http://www ray.co.jp en/csr/ for information on our CSR activities.
* For all other information, please visit our website at http://www.kuraray.co.jp/en/

 FORWARD-LOOKING STATEMENTS

This annual report contains various forward-looking statements, which are based on the current expectations and assumptions of future events. All figures and
statements with respect to the future performance, projections and business plans of Kuraray and its Group companies constitute forward-looking statements.
Although Kuraray believes its expectations and assumptions are reasonable, actual results and trends of Kuraray's performance could differ materially from
those expressed or implied by such figures or statements due to risks and uncertainties in future business circumstances. The factors that may cause such
differences include, without limitation: (1) general market and economic conditions in Asia, including Japan, the United States, Europe and other regions; (2)
fluctuations of currency exchange rates, especially between the Japanese yen and the U.S. dollar and other foreign currencies; (3) changes in raw material and
fuel costs; (4) industrial competition and price fluctuations in Japan and international markets; (5) advances or delays in the construction of new plants and
production lines; (6) successful development of new products and technologies; (7) changes in laws and regulations (including tax and environmental) and legal
proceedings; and (8) unforeseeable risks, including natural disasters.

In this annual report, italicized product names are trademarks of Kuraray Co., Ltd.
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I Kuraray’s Overview

Our Business Portfolio

Kuraray is using its superior technology platform to expand its businesses in the fields of
high-performance fibers, resins and chemicals. The Company currently operates in the six
segments of Vinyl Acetate, Isoprene, Functional Materials, Fibers and Textiles, Trading, and
Others, with a wide-ranging lineup of products.
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Our Progress

From its establishment in 1926,

Kuraray’s principal business was the manufacture and sale

of synthetic fibers. By accelerating the intensive development of its resins and chemicals
businesses since the 1980s, Kuraray has become a global specialty chemical company, with
resins and chemicals accounting for approximately 80% of net sales.

Trends in Net Sales and Operati

. Chemicals

[ Fibers

-@- Operating Income

Operating y
Income

Sales billion

ng Income

y — 1989 S
(Adjusted)*

History of Commercialization of

Kuraray’s Proprietary Technologies

Started Commercialized Started production of Commercialized
VECTRAN / SEPTON SEPTON in the U.S. KURARITY

dental

materials

production of :

Developed cement-
reinforcing KURALON

Prior to 1978

IEEIOl Commercialized KURALON

Commercialized PVA

*The Company changed its fiscal yearend from March 31 to

s 1909

Started production of -
EVAL in the U.S. Commercialized GENESTAR

Started production of
PVA resin in Singapore

Started production of
EVAL resin in Belgium

[El5PAll Commercialized PVA film [EYVAll Commercialized

o EVAL / Isoprene chemicals
B[ Commercialized CLARINO

December 31. Accordingly, the consolidated reporting period for fiscal 2014, as a transitional period, is the nine-

month period from April 1, 2014 to December 31, 2014 for the Company and subsidiaries that had a fiscal yearend of March 31. For subsidiaries with a fiscal yearend of
December 31, the consolidated reporting period is the twelve-month period from January 1, 2014 to December 31, 2014 as usual. Figures in this report for fiscal 2014 (adjusted)
reflect the 12 months from January to December for the Company and its consolidated domestic and overseas subsidiaries. These figures are unaudited and for comparison

purposes only.
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Our Market Share

Backed by its commitment to “contributing to the world and individual well-being through
actions that others are unable to produce” as a good corporate citizen, Kuraray uses its
original strengths in polymer and synthesis technologies to continuously create innovative

world-class products.

@ Global
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Kuraray's Overview

Our Global Presence

Kuraray is cultivating a lineup of world-class products with a large market share. At the
same time, the Company is expanding its global network with local production and sales in
response to the growth of markets worldwide by developing overseas businesses that

make full use of its proprietary technologies.

Overseas Sales Ratio

FY2014

FY2000 (Adjusted)*

39%
¥189.5
72% L
¥227.3 billion
billion

. Overseas Sales
Domestic Sales

Kuraray’s Global Network

Centered on a product lineup developed
using its proprietary technologies,
Kuraray works to uncover new needs
worldwide and further expand its market
share. Sales to date have focused
primarily on developed nations, but today

61

¥295.5
billion

we are committed to increasing sales in
emerging markets such as the BRICs,

where further demand growth is forecast.

*The figures for fiscal 2014 (adjusted) reflect the 12
months from January to December for the Company
and its consolidated domestic and overseas subsidiaries.
These figures are unaudited and for comparison
purposes only.

Since establishing a foothold in the United States with the launch of local production of EVAL at a U.S. joint venture in 1986,

Kuraray has worked to localize production and sales in response to growing markets around the world. We also work to

strengthen our international competitiveness by enhancing our sales offices and other initiatives in unexplored fields in countries

and regions where we operate.

Main Production Facilities, Sales Facilities and Laboratory Facilities outside Japan

(As of December 2014)
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WY Wimi
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Kuraray America, Inc. % Houston
Mexico ®
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and laboratory Colombia ®
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2 6 Kuraray South America Ltda.
L ]
i S@o Paulo
countries _
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Argentina
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I Consolidated Financial Highlights

Kuraray Co., Ltd. and its Consolidated Subsidiaries

Millions of Millions of
U.S. dollars Euro
Millions of yen (Note 3) (Note 4)
FY2014
FY2014 (Adjusted)
(Apr. - Dec. 2014) (Jan. - Dec. 2014)
(Note 1) (Note 2) FY2013 FY2012 FY2011 FY2010 FY2014 FY2014
Net sales......oocveiiiiiiiiiicce ¥411,408 ¥484,969 ¥413,485 ¥369,431 ¥368,975 ¥363,191 $3,400 €2,798
Costof sales......cceeeveeereeeen. 294,261 343,168 286,179 249,485 246,538 243,564 2,431 2,001
Selling, general and
administrative expenses......... 76,848 66,687 77,760 70,748 67,703 66,531 635 522
Operating iNCOME ........ccoevveene.. 40,298 51,382 49,545 49,197 54,733 53,095 333 274
Net inComMe .......coovvvvveeeeecneen 21,296 27,454 29,390 28,798 31,469 28,742 176 144
Capital expenditures.................. ¥ 39,463 ¥ 47,191 ¥ 59,740 ¥ 45519 ¥ 39,006 ¥ 20,558 $ 326 € 268
Depreciation and amortization... 35,696 42,006 34,972 30,952 30,737 33,536 295 242
Gross cash flow...........ccc..ooo... 56,992 69,460 64,362 59,750 62,206 62,278 471 387
Total research and
development expenses ........... 14,174 18,066 17,103 16,431 16,175 15,772 117 96
Total asSets......coovvvevviiiiieiiieeens ¥691,538 — ¥634,252 ¥587,254 ¥523,247 ¥507,328 $5,715 €4,704
Total current assets ................... 269,200 — 302,402 257,212 269,083 310,594 2,224 1,831
Total tangible fixed assets ......... 262,388 — 222,219 181,274 152,877 145,238 2,168 1,784
Total current liabilities ...... 109,936 — 89,145 111,449 81,684 86,214 908 747
Total noncurrent liabilities 99,775 — 92,647 74,279 75,248 74,288 824 678
Total net assets...........ccccceveenne.. 481,826 — 452,459 401,307 366,314 346,825 3,982 3,277
Segment information (Note 6)
Vinyl Acetate
Netsales.........cccoevvvnenn. ¥219,041 ¥237,615 ¥179,261 ¥155,163 $1,810 €1,490
Operating income........... 35,724 46,183 46,658 48,877 295 243
Isoprene
Netsales..........cccc...o..... 44,674 55,712 53,027 44,817 369 303
Operating income........... 4,874 6,405 5,471 3,870 40 33
Functional Materials
Netsales..........ccccocon... 44,037 53,809 48,552 45,144 363 299
Operating income .......... 1,623 1,952 1,500 1,929 12 10
Fibers and Textiles
Netsales..........ccc.oo..... 35,385 47,651 46,932 46,216 292 240
Operating income .......... 2,250 2,871 2,633 1,772 18 15
Trading
Net sales........... 91,127 11,926 108,991 108,760 753 619
Operating income........... 2,791 3,879 3,582 3,358 23 18
Other Business
Netsales.......cc.cceceeenrnn. 51,591 68,708 67,334 64,442 426 350
Operating income........... 1,993 2,600 2,493 4,001 16 13
U.S. dollars Euro
Amounts per share: Yen (Note 3) (Note 4)
Net income:
Basic net income per share... ¥ 60.77 ¥ 7841 ¥ 8393 ¥ 8262 ¥ 9035 ¥ 82.55 $ 0.50 €0.41
Diluted net income per share.. 60.65 78.25 83.75 82.52 90.21 82.40 0.50 0.41
Cash dividends applicable to period... 27.0 — 36.0 36.0 33.00 27.00 0.22 0.18
Shareholders’ equity.................. 1,354.21 — 1,272.68 1,132.07 1,033.48 985.22 11.19 9.21
Financial ratios:
Cost of sales ratio (%) ............... 71.5 70.7 69.2 67.5 66.8 67.1
Equity ratio (%) .......ccoooeiiniinns 68.7 68.7 70.3 67.2 68.8 67.6
Return on equity (ROE) (%) ....... 4.6 6.0 7.0 7.6 9.0 8.5
Return on assets (ROA) (%) (Note 7) ... 6.0 7.8 8.1 8.8 10.6 10.5
Payout ratio (%) ........cc.cccceennnn. 44.4 — 42.9 43.6 36.5 32.7
Number of employees.............. 8,316 — 7,550 7,332 6,776 6,544

Notes: 1.The Company changed its fiscal yearend from March 31 to December 31. Accordingly, the consolidated reporting period for fiscal 2014, as a transitional period,
is the nine-month period from April 1, 2014 to December 31, 2014 for the Company and subsidiaries that had a fiscal yearend of March 31. For subsidiaries with
a fiscal yearend of December 31, the consolidated reporting period is the twelve-month period from January 1, 2014 to December 31, 2014 as usual.
2.The figures for fiscal 2014 (adjusted) reflect the 12 months from January to December for the Company and its consolidated domestic and overseas subsidiaries.
These figures are unaudited and for comparison purposes only.
3.The United States dollar amounts represent the translation of Japanese yen at the rate of ¥121 = $1.
4. Euro amounts represent the translation of Japanese yen at the rate of ¥147 = €1.
5. Certain reclassifications of previously reported amounts have been made to conform with current classifications.
6. From fiscal 2013 (the year ended March 31, 2014), business segments have been reclassified from “Resins," “Chemicals,” “Fibers and Textiles,” “Trading” and “Others”
to the six segments “Vinyl Acetate,” “Isoprene,” “Functional Materials,” “Fibers and Textiles,” “Trading” and “Others.” Figures for FY2012 have been restated for comparison.
7. Return on assets = Operating income / Average total assets x 100 (%)
Figures have been rounded down to the nearest million yen, U.S. dollar and euro.
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Net Sales &
Overseas Sales Ratio

(Millions of yen, %)
M Net Sales

Operating Income &
Operating Income Margin

(Millions of yen, %)
M Operating Income

Net Income & ROE

(Millions of yen, %)
M Net Income
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Capital Expenditures ; Gross Cash Flow*
P P R&D Expenses Ratio
(Millions of yen) (Millions of yen, %) (Millions of yen)
Il R&D Expenses
® R&D Expenses Ratio
18,066 e 69,460 -9
59,740 17,103 : o,
15,777 16175 16431 +5.6% 62,278 62206 o . +/.9%
45,519 AL
- 0,
29,006 21.0%
o { ] o
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* Gross Cash Flow
= Net income + Depreciation and amortization
Total Assets & Equity Ratio Cash Dividends per Share &
Total Net Assets Payout Ratio
(Millions of yen) (%) (Yen, %)
M Total Assets [ Cash Dividends per Share
M Total Net Assets @ Payout Ratio
691,538
L 36.00 36.00
634,252 +9.0%
’ . 33.00
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507,328 i - ° . ° e-1.6 pts 27.00 27.00
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43.6 429 o 44.4
32.7 BiS ¢ @ +1.5 pts
[ ]
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Note: The figures for fiscal 2014 (adjusted) reflect the 12 months from January to December for the Company and its consolidated domestic and overseas subsidiaries.
These figures are unaudited and for comparison purposes only.
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I To Our Shareholders and Investors

i Y
| would like to begin by thanking all our shareholders and
investors.

| am Masaaki Ito, and | assumed the position of Representa-
tive Director and President on January 1, 2015.

As a result of a change in Kuraray's fiscal year-end, the current
fiscal year started in January 2015. This year is also the start of
GS-STEP, our new medium-term management plan. | will be
giving my all for the growth of the Kuraray Group, and | ask for
the continuing support of our shareholders and investors.

In fiscal 2014, the nine-month period from April 1, 2014 to
December 31, 2014, the feared slowdown in the Japanese
economy following the increase in the consumption tax rate
became apparent. Globally, while favorable conditions contin-
ued in the U.S. economy, recovery stalled in Europe. In addi-
tion, the growth of China’s economy slowed, and conditions
were patchy in other emerging countries. The drop in the price
of crude oil at the end of the period had little effect on Kuraray's
results for fiscal 2014.

Under these circumstances, the Kuraray Group accelerated
the global expansion of its core business to achieve sustained
growth while proactively developing new businesses in the
water treatment, environment, energy, optical and electronics
fields to secure future growth.

Due to the change in Kuraray's fiscal year-end, consolidated
results for fiscal 2014 cover the nine-month period from April 1,
2014 to December 31, 2014 for Kuraray and subsidiaries that
had a fiscal year-end of March 31, and the twelve-month
period from January 1, 2014 to December 31, 2014 for subsid-
iaries with a fiscal year-end of December 31. Comparisons
with the previous fiscal year use figures that have been ad-
justed to the same period as fiscal 2014.

The Kuraray Group's consolidated net sales for fiscal 2014
increased ¥71,483 million, or 21.0%, compared with the previ-
ous fiscal year to ¥411,408 million. Operating income increased
¥2,048 million, or 5.4%, to ¥40,298 million, ordinary income
increased ¥1,721 million, or 4.5%, to ¥40,084 million, and net
income decreased ¥1,829 million, or 7.9%, to ¥21,296 million.

In fiscal 2015, there are concerns about a downturn in per-
sonal consumption in Japan due to rising import prices as a
result of the depreciation trend of the yen. Overseas, despite
expectations for continuing favorable conditions in the U.S.
economy, forecasts call for a delay in recovery from the

8 Kuraray Co., Ltd.

downturn in Europe, slowing growth in China and continuing
patchy conditions in other emerging countries. In addition, the
drop in the price of crude oil from the end of fiscal 2014 could
have an impact on the global economy, in addition to increas-
ing geopolitical risk and other effects, making the outlook for
the global economy unclear, but over the short term it is
expected to exert a positive effect on Kuraray's results.

Kuraray started its new medium-term management plan
GS-STEP (fiscal 2015 to fiscal 2017) in fiscal 2015. Under
GS-STEP, Kuraray will achieve high profit and steadily build a
business foundation for further growth. Measures include
raising Kuraray's competitive advantages by creating a more
solid foundation for its core business, creating new businesses
using highly distinctive, original Kuraray technologies, estab-
lishing improved production processes and other new processes
to further its lead in product quality and cost, and expanding
into new business domains by making more effective use of
external resources.

The distribution of profits to shareholders is one of Kuraray's
top management issues. During GS-IIl, the previous medium-
term management plan, Kuraray targeted a dividend payout
ratio of 35% or more relative to consolidated net income, with
a basic policy of shareholder returns by means of increases in
dividends through continuous improvement in business results.

Pursuant to this dividend policy, Kuraray set a year-end divi-
dend of ¥9 per share for fiscal 2014, as per its original forecast.
The total of this year-end dividend and the interim dividend is
¥27 per share, resulting in a dividend payout ratio of 44.4%.

During GS-STEP, the medium-term management plan for
fiscal 2015 through fiscal 2017, Kuraray has set a ratio of total
return of 35% or more relative to consolidated net income and
annual dividends per share of ¥36 or higher, with a basic policy
of increasing distribution of profits through continuous improve-
ment in business results. Based on this policy, Kuraray plans
annual dividends of ¥36 per share (payout ratio of 35.1%) for
fiscal 2015, consisting of an interim dividend of ¥18 per share
and a year-end dividend of ¥18 per share, assuming consoli-
dated net income of ¥36.0 billion.

Aside from this distribution of profits, during fiscal 2015
Kuraray will retire a minimum of 20 million shares of the 32
million shares of treasury stock it held as of December 31, 2014.

The Kuraray Group requests your continued understanding

and support.

Masaaki Ito

Representative Director and President



I An Interview with Kuraray President Masaaki Ito

At the start of the new Medium-Term
Management Plan GS-STEP

How do you feel now that you have
become the new president of Kuraray?

In October 2014, | was told | would be taking over from Fumio Ito as president. Until the end of the year, it
seemed a bit unreal, to be honest. However, as | prayed for a safe year for the Company during my New
Year's Day visit to a shrine, | was sobered by feelings of deep responsibility. At the same time, | was
instilled with a strong determination to do whatever | can for the further expansion of the Kuraray Group. |
believe my duty is to take the baton | have received from our former president and pass it on in a better
form to whoever follows me. | intend to work wholeheartedly for the Kuraray Group's further growth.

As for the economic outlook, there are concerns about a downturn in personal consumption in Japan due
to rising import prices as a result of the depreciation trend of the yen. Overseas, despite expectations for
continuing favorable conditions in the U.S. economy, forecasts call for a delay in recovery from the down-
turn in Europe, slowing growth in China and continuing patchy conditions in emerging countries. In addition,
the drop in the price of crude oil from the end of fiscal 2014 could have an impact on the global economy, in
addition to increasing geopolitical risk and other effects, clouding the outlook for the global economy, but
over the short term it is expected to exert a positive effect on Kuraray's results.

At Kuraray, CLARINO man-made leather at last became profitable in fiscal 2014 and, with the exception
of new businesses, we now have no unprofitable businesses. There are uncertainties about the global
economic outlook, but Kuraray's operating environment is not bad, making this a good time to take over the
position of president.

Annual Report 2014/12 For the fiscal period ended December 31, 2014 9
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In what direction does the Kuraray Group
intend to proceed under GS-STEP?

GS-STEP is a plan that was formulated based on a strong ambition to become “a high-profit specialty
chemical company with a global presence.”

The measures of GS-III, our previous medium-term management plan, included establishing a four-point
global framework for our vinyl acetate business through initiatives such as acquiring the glass laminating
solutions/vinyls business (the “GLS business”) of E. |. du Pont de Nemours and Company (“DuPont”) and
increasing production capacity at overseas bases; starting feasibility studies for construction of new over-
seas plants for the global expansion of the isoprene business; integrating Noritake Dental Supply Co.,
Limited into our dental materials business; and creating new businesses. | believe we will able to achieve
high profitability if we ensure that we bring these measures to fruition. Steadily building a management
foundation for future business expansion will also be essential. By steadily executing these policies, we will
be able to achieve our goal of becoming “a high-profit specialty chemical company with a global presence.”

Basic Policies of GS-STEP

Corporate Bring GS-II measures to fruition to achieve
Culture high profits
“Contributing to the world and

individual well-being through actions
that others are unable to produce”

Steadily build a management foundation for

future business expansion

A high-profit specialty chemical
company with a global presence

Goal

A medium-term management plan focused

on achieving our long-term vision

Main Management Strategies of GS-STEP

Growth Strategy Synergy

* Deepening of core businesses
* Optimum allocation of
management resources

Technology Eco-friendliness

¢ Technological innovation e Contribution to the
* Next-generation growth model L environment

Profitability

¢ Vinyl acetate: Produce results from effects of M&A and other investment

Deepening of core businesses * Isoprene: Lay the groundwork for further growth

¢ Establish new products / applications / processes

Technological innovation « Create new businesses

* Secure new business domains through alliances / M&A
* Establish an innovative business model

Next-generation growth model

Optimum allocation of * Allocate management resources optimally around the world
management resources * Proactively use overseas personnel

* Expand range of products that contribute to the global environment

Contribution to the environment * Provide products using processes that reduce environmental load

Kuraray Co., Ltd.



An Interview with Kuraray President Masaaki Ito

Achieve High Profits

Kuraray aims to achieve high profit by maintaining its during its previous medium-term management plan GS-II
unique corporate culture of “contributing to the world and to fruition and steadily building a management foundation
individual well-being through actions that others are unable for further business expansion. We plan to achieve the

to produce,” bringing the various measures implemented following objectives under GS-STEP.

Achieve High Profits

¢ Increase high-value-added products
. * Develop new brands and optimize brand mix
Enhance competitiveness . .
° Improve product quality and drastically reduce costs

* Supply chain management

FY2014 (Adjusted) FY2017 Target
Increase the operating profit margin 1 0 . 60/0 1 3 . 8%
(January 2014 to
December 2014)
FY2014 (Adjusted) FY2017 Target
Increase net income per share ¥78 ¥1 63
(January 2014 to
December 2014)

* Figures for fiscal 2014 (adjusted) reflect the 12 months from January to December 2014 for the Company and its consolidated domestic and overseas subsidiaries.
Adjusted figures are unaudited and for comparison purposes only.

GS-STEP contains five main management
strategies. Please explain them in detail.

For deepening of core businesses, we will increase our competitive advantages by producing results
from the effects of investments including business acquisitions and production capacity expansion for a
more solid foundation in businesses where Kuraray products are number one in market share or the only
ones of their kind. In addition, we will lay the groundwork for further growth.

For technological innovation, we will create new business by using highly distinctive, original Kuraray
technologies and accelerating their rollout to new domains and technologies. In addition, we will establish
new and improved processes to achieve overwhelming superiority in product quality and cost.

For our next-generation growth model, we will work to expand into new business domains by making
more effective use of external resources, including M&A and alliances. In addition, for corporate activities
including research and development, technical services, manufacturing and sales, and indirect operations,
we will take on the challenge of establishing an innovative business model that is unconstrained by convention.

For optimum allocation of management resources, we will raise the quality of global management
through the optimal allocation and proactive use of management resources such as the expanded bases
and human resources resulting from the integration of the GLS business and other initiatives.

For contribution to the environment, we will expand provision of products that contribute to the global
environment and use production processes that reduce environmental load.

Annual Report 2014/12 For the fiscal period ended December 31, 2014 1
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Question

4

What are the numerical targets of GS-STEP?

The targets for fiscal 2017, which is the final year of GS-STEP, are net sales of ¥650.0 billion, operating
income of ¥90.0 billion, an operating income margin of 13.8% and net income per share of ¥163. We have
adopted a target for operating income margin because it is a suitable metric for representing a specialty
chemical company like Kuraray as well as for managing operations in each of our businesses. In addition,
we have set a target for net income per share because it is an important metric for our shareholders. We
aim to increase our results for these metrics by achieving high profit.

What are the details of the business strategies for
each of Kuraray’s business segments?

M Vinyl Acetate

In the Vinyl Acetate segment, we must focus on steadily generating synergy with the GLS business we
acquired from DuPont in June 2014. We also made preparations for expansion of the vinyl acetate business
aside from the GLS business with proactive capital expenditures during GS-IlI, the previous medium-term
management plan. For example, we expanded overseas production capacity for both PVA resin and EVAL
gas barrier resin. We are particularly looking forward to the imminent start of operations of our new PVA
plant in North America. We also expanded production capacity for PVB film in Europe. For PVA film, we
expanded production capacity of optical-use PVA film at the Saijo Plant in Japan and water-soluble PVA film
at MonoSol, LLC, which we acquired in 2012. By obtaining results from these measures during GS-STER in
addition to generating synergy from the integration of the GLS business, we will establish a firmer position
as the world's number-one supplier.

M Vinyl Acetate M Isoprene
Net Sales Operating Income Net Sales Operating Income
(Billions of yen) (Billions of yen) (Billions of yen) (Billions of yen)
350.0 80.0 765 80.0 11.0
330.0 10.0
320.0 70.0 73.0 10.0
70.0 9.0
290.0 60.0
8.0
260.0 50.0 46.2
237.6 60.0 . 7.0 6.4
230.0 40.0 : 56
200.0 30.0 50.0 5.0

—_~ @ —

—~ —~ — —~ —

0 0 0 0

FY2014
(Adjusted)

FY2017 FY2014 FY2017 FY2014 FY2017 FY2014 FY2017
Plan (Adjusted) Plan (Adjusted) Plan (Adjusted) Plan

* Figures for fiscal 2014 (adjusted) reflect the 12 months from January to December 2014 for the Company and its consolidated domestic and overseas subsidiaries.
Adjusted figures are unaudited and for comparison purposes only.

Kuraray Co., Ltd.



An Interview with Kuraray President Masaaki Ito

M Isoprene

The Isoprene segment has a high proportion of products that are the only ones of their kind. We intend to
expand the scale of business globally while working to raise profitability by shifting more fully to high-
value-added products. Specific measures will include expanding the market for GENESTAR by developing
new grades and increasing the adoption of new liquid farnesene rubber. Also, as a major theme, we will
give serious consideration to the idea of overseas plants for fine chemicals and GENESTAR for the next
stage of growth.

I Functional Materials

As competition intensifies in the Functional Materials segment, we will work to establish a business
foundation that is less affected by market conditions by thoroughly reducing costs, expanding sales of highly
functional products, and developing new fields and new applications using original materials and
technologies. Specifically, we will develop new fields and applications for methacrylic resin using original
technologies and materials such as KURARITY. In dental materials, we will maximize the effects of the
integration of Noritake Dental Supply Co., Ltd. to promote substitutes for metals by enhancing the lineup of
organic and inorganic materials. For CLARINO, we will establish a business foundation for TIRRENINA
man-made leather, which is produced using an environmentally friendly solvent-free manufacturing process.

™ Fibers and Textiles

In the Fibers and Textiles segment, we intend to improve profitability by pioneering new applications that
utilize Kuraray's strengths and by reducing costs through the development of innovative production
processes. Specifically, in anticipation of restrictions on the use of asbestos in emerging countries in the
near future, we plan to implement a compact and innovative new production process to be able to
manufacture and sell KURALON as an asbestos substitute in those countries.

[ Function Materials [¥ Fibers and Textiles
Net Sales Operating Income Net Sales Operating Income
(Billions of yen) (Billions of yen) (Billions of yen) (Billions of yen)
70.0 7.0 6.5 60.0 5.0
65.0 - 56.0
6.0 4.0
4.0
60.0 5.0 50.0 477
2.9
50.0 40.0
3.0 20
2.0
2.0
1.0
40.0 o 30.0

FY2014
(Adjusted)

FY2017
Plan

0 0
FY2014 FY2017 FY2014 FY2017 FY2014 FY2017
(Adjusted) Plan (Adjusted) Plan (Adjusted) Plan
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Question

6

Kuraray Co., Ltd.

B New Business

For new businesses, we will work to accelerate new business development through methods including
strategic partnerships. Specifically, we aim to make VECSTAR liquid crystalline polymer film the de facto
standard through business development in line with the market trend toward thinner mobile devices and the
technological trend toward increased wireless speed. For BIOCARBOTRON anode material for lithium-ion
batteries, we will accelerate development for electric vehicle applications. In the environmental business,
we will promote expansion of the wastewater treatment business and sales of gel and equipment for
processing food residue (raw garbage). In addition, we will deepen research and development by allocating
resources to basic technologies.

VECSTAR ’

* Roll out business in line with market / technological trends
e Make liquid crystalline polymer film the de facto standard

* Increase production capacity by constructing new plant

BIOCARBOTRON

anode material for lithium-ion batteries

* Accelerate development for electric vehicle applications
* Promote market development using a 1,000 ton/year plant
* Add facilities to deal with increasing adoption

‘ Environmental business ’

* Expand wastewater treatment business in industrial, * vyt ﬁ@

P
water supply and medical fields by developing high- \.-a{'_
performance membrane modules G-

* Promote sales of gel and equipment for processing food
residue (raw garbage)

What are your thoughts on mergers and
acquisitions?

For M&A, we should think like a batter and make sure we do not miss a good pitch. In other words, if we
find a good potential acquisition and a good partner at a good time, we should act. GS-STEP does not
include a numerical target for M&A. However, for the further growth of the Kuraray Group, we should take
half-steps forward by expanding in new business domains while maintaining a firm footing in our core vinyl

acetate and isoprene businesses.



An Interview with Kuraray President Masaaki Ito

Question

What are Kuraray’s plans for capital expenditures
7 during GS-STEP?

The plan calls for ¥200 billion in capital expenditures over three years. About 60%, or ¥120 billion, will be
invested in new construction or expansion of facilities for future growth. Investment will center on core
products such as PVA film, EVAL gas barrier resin, PVB film and SEPTON thermoplastic elastomer, but we
also plan to invest in new businesses including VECSTAR liquid crystalline polymer film and BIOCARBOTRON
anode material for lithium-ion batteries.

Question

What about returns to shareholders during
8 GS-STEP?

Kuraray emphasizes both returns to shareholders and investments for future growth, and views them as
important management issues. We want to repay our shareholders by appropriately distributing returns on
profit and by raising corporate value through continuous growth.

During GS-STEP, | promise a total return ratio of 35% or more and annual dividends per share of ¥36 or

higher, with a basic policy of increasing dividends through ongoing improvement in results.

Cash Flow

Over the three years of its new medium-term management  and expansion. In addition, we view shareholder returns as
plan, Kuraray expects to secure ¥220 billion in cash flow by a priority management issue, and have set a basic policy of
achieving high profit. We have planned ¥200 billion in steady, continuous dividends in line with the growth of our
capital expenditures during the three-year period, with business performance.

about 60% scheduled to be allocated to new construction

* Decision basis: ¥200 billion planned over three years
Capital expenditures (incl. about 60% for new construction / expansion)

* Payment basis: ¥170 billion scheduled over three years

*Total payout ratio: 35% or higher (FY2015-FY2017)
Shareholder returns * Dividends: ¥36 per share or higher
¢ Retirement of treasury stock: 20 million shares

Question

In closing, what are your thoughts on the kind of
9 company you want the Kuraray Group to become?

| ' will aim for growth in diverse businesses, while maintaining a firm footing in the vinyl acetate business.
With the integration of the GLS business, vinyl acetate became the primary core business, but it is not the
only one. | intend to develop the isoprene business as the second pillar of our operations. In the fibers and
textiles business, the global spread of asbestos restrictions should present a major opportunity for
KURALON. In addition to creating new businesses with new technologies and products, and expanding into
new domains, we can achieve new growth with our existing products by taking advantage of market changes
and incorporating technological improvements. | believe the possibilities are limitless.

Annual Report 2014/12 For the fiscal period ended December 31, 2014 15



I Kuraray at a Glance

Vinyl Acetate

Share of Net Sales? The Vinyl Acetate segment Share of Net Sales! The Isoprene segment domesti-

40.7-.

domestically produces PVA resin,
optical-use PVA film and EVAL gas
barrier resin. The segment also
produces and sells water-soluble
PVA film, SentryGlas®and EVAL in
the United States, PVA resin, PVB
resin and film, and EVAL in

9.5..

cally produces isoprene, fine
chemicals, GENESTAR, SEPTON,
liquid rubber, KURARITY acrylic
thermoplastic elastomer and
other goods for sale in Japan
and abroad. The segment also
produces and sells SEPTON in

g

Europe and PVA resin in Asia. the United States.

Net Sales? (Millions of yen) Operating Income?  (Millions of yen) Net Sales? (Millions of yen) Operating Income? (Millions of yen)
237,615
250,000 60,000 80000 oy, 55712 8,000 a0
46,658 46,183 )
200000 479 261 6,000 5,471
150,000 40,000 40,000
4,000
100,000
20,000 20,000
50,000 2O
0 0 0 0
13 14 (FY) 13 14 (FY) 13 14 (FY) 13 14 (FY)
(Adjusted) (Adjusted) (Adjusted) (Adjusted)

Main Products Main Products

KURARAY POVAL, ELVANOL (PVA resin)
Global Market Share: 40%
(excluding China)

Isoprene chemicals

Pharmaceutical and agrichemical inter
mediates, ingredients for fragrances,
cosmetics

Paper / fiber processing agents, adhesives
and others

Optical-use PVA film
Global Market Share: 80%

LCD televisions, mobile phone screens and
others

SEPTON, HYBRAR
(Thermoplastic elastomer)
Global Market Share: 20%

Substitute for rubber: Automobile parts,
electronic parts, stationery, toys,
sporting goods and others

Water-soluble PVA film
Water-soluble delivery system and others

GENESTAR
(Heat-resistant polyamide resin)
Global Market Share: 100%

Mobile phones, personal computers,
digital cameras, LCDs, LED reflector
applications, automobiles and others

TROSIFOL, BUTACITE (PVB film)

Interlayers for laminated safety glass and
photovoltaic module encapsulation

Liquid Rubber
Additive agent for automobile tires

SentryGlas® (lonoplast interlayer)

*SentryGlas ® is a trademark of E. |. du Pont de and others
Nemours and Company or its affiliates for its
brand of interlayers. It is used under exclusive
license by Kuraray.
EVAL resin (EVOH resin) /
eI = KURARITY

EVAL film (EVOH film)
Global Market Share: 65%

Food packaging, automobile tanks / vacuum
insulation panels for refrigerators and others

Trading, Others

The Trading segment includes importing and exporting as well as the
wholesaling of fibers and textiles such as polyester filament and
chemicals. These activities are operated by KURARAY TRADING CO.,
LTD. and its subsidiaries. Others include the production and sale of such
items as high-performance membranes, activated carbon and others.

Adhesives, molding materials and others

Main Products

KURARAY COAL
(Activated carbon)

Water purification facilities, gas
separators and capacitor materials

Notes: 1. Figures for share of net sales are for fiscal 2014 (adjusted) (see note 2).
2.Figures for fiscal 2013 are for the twelve-month period from April 2013 to March 2014. Figures for fiscal 2014 (adjusted) reflect the 12 months from January to
December 2014 for the Company and its consolidated domestic and overseas subsidiaries. Adjusted figures are unaudited and for comparison purposes only.
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The Functional Materials
segment domestically produces
methacrylic resin, CLARINO,
and dental materials in the

Share of Net Sales'

medical business. The segment

9.2.
N

also produces methacrylic resin
and CLARINO in China.

Net Sales? (Millions of yen) Operating Income? _ (Millions of yen)
60,000 53,809 3,000
48,652
40,000 2,000 il
1,600
20,000 1,000
0 0
13 14 (FY) 13 14 (FY)
(Adjusted) (Adjusted)

Main Products

CLARINO
(Man-made leather)
Global Market Share: 25%

Men's and women's shoes, bags, athletic
footwear and large inflatable sports balls

Methacrylic resin

Light guide plates for LCDs, automobile
light covers, signboards, construction
material and others

Dental materials

Materials for treating cavities to restore
teeth to a nearnatural state

Polyester filament

Materials for non-woven fabrics and
industrial materials /VWoven and knitted
textiles, tents and sheets

Product holds the world’s
numberone market share

.No.1§

Share of Net Sales’

8.1..
\

Product is the only one
i of its kind in the world

Only One

Functional Materials Fibers and Textiles

The Fibers and Textiles
segment produces and sells
KURALON, polyester staple,
KURAFLEX, hook and loop
fasteners and other products.

Net Sales? (Millions of yen) Operating Income?  (Millions of yen)
60,000 4,000
46,932 47,651
3,000 2633 2,871
40,000
2,000
20,000 1,000
0 0
13 14 (FY) 13 14 (FY)
(Adjusted) (Adjusted)

Main Products

KURALON (PVA fiber)
Global Market Share: 80%
(excluding China)

Reinforcing material for cement and

concrete and others

KURAFLEX, FELIBENDY
(Non-woven fabric)

Everyday goods, industrial products
(wipers, automobile applications) and

others

MAGIC TAPE
(Hook and loop fastener)

Clothing, sporting goods, industrial

materials and others

VECTRAN
(Polyarylate fiber)

Rope, fishing nets and other industrial

products

Environmental business

Wiater purification, wastewater

treatment, ballast water management

system and others

Annual Report 2014/12 For the fiscal period ended December 31, 2014
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I Review of Operations

Results for Fiscal 2014

(For yearon-year comparisons, results for fiscal 2014 and fiscal 2013 (adjusted) described here are for the nine months ended December 31, 2014 and 2013,
respectively, for Kuraray Co., Ltd. and its consolidated subsidiaries in Japan and the twelve months ended December 31, 2014 and 2013, respectively, for its
consolidated subsidiaries overseas.)

Vinyl Acetate

Sales volume of optical-use PVA film increased due
to growth in the number of LCD panels sold and the
trend toward larger panels. In addition, new produc-
tion facilities came on line at the Saijo Plant in April.
Demand for PVA resin was stagnant in Europe and
Asia, and PVB film was affected by the ongoing
slowdown in the construction materials market in
Europe. On the other hand, sales of water-soluble
PVA film grew favorably on the back of brisk
demand. In response, Kuraray decided to build a
new plant in the United States, with start-up sched-
uled for January 2016.

Sales of EVAL ethylene vinyl alcohol copolymer
(EVOH resin) expanded favorably, particularly in the
United States and Asia.

In the glass laminating solutions/vinyls business
(the “GLS business”), the integration of both manu-
facturing and marketing was completed without
problems, but the business was unprofitable due to
factors including amortization expenses for goodwill
and others.

As a result, segment sales grew by 36.3% year
on year to ¥219,041 million, while segment income
fell by 1.4% year on year to ¥35,724 million.

Isoprene

In isoprene chemicals, sales of fine chemicals were
favorable and sales of SEPTON thermoplastic elasto-
mer were firm. Demand for liquid rubber rebounded.
Sales of GENESTAR heat-resistant polyamide resin
for LED reflector, connector and automotive applica-

tions were favorable.

As a result, segment sales grew by 6.4% year on
year to ¥44,674 million, and segment income
increased by 23.7% year on year to ¥4,874 million.

Functional Methacrylic resin struggled in the first half of the Kuraray's structural improvements such as the transfer

Materials fiscal year due to sluggish market conditions, but of the conventional production process to China.
sales were steady in the second half as demand As a result, segment sales grew by 13.6% year
rebounded. In the medical business, sales of dental on year to ¥44,037 million, and segment income

e materials were favorable. CLARINO man-made increased by 42.3% year on year to ¥1,523 million.

leather became profitable, showing the effect of

Fibers and

Textiles

Sales of KURALON were brisk for use in automotive
brake hose applications and as an asbestos substitute
in fiber reinforced cement (FRC).

As a result, segment sales grew by 2.1% year on
year to ¥35,385 million, and segment income
increased by 5.8% year on year to ¥2,250 million.

Trading,
Others

Kuraray Co., Ltd.

Trading
Sales were favorable in fiberrelated businesses,
especially for polyester, and in resin and chemical-
related businesses. In addition, Kuraray expanded its
overseas network.

As a result, segment sales increased by 12.7%
year on year to ¥91,127 million, and segment
income increased by 11.9% to ¥2,791 million.

Other Business

Other businesses were firm overall. As a result,
segment sales increased by 2.7% year on year to
¥51,591 million, and segment income increased by
15.1% to ¥1,993 million.



Performance Forecast for Fiscal 2015

Regarding the operating environment in fiscal 2015, there are
concerns about a downturn in personal consumption due to
rising import prices as a result of the depreciation trend of the
yen. Overseas, despite expectations for continuing favorable
conditions in the U.S. economy, forecasts call for a delay in
recovery in Europe, slowing growth in China and patchy conditions
in other emerging countries. In addition, the drop in the price of
crude oil from the end of fiscal 2014 could have an impact on
the global economy, in addition to increasing geopolitical risk
and other effects, clouding the outlook for the global economy,
but over the short term it is expected to exert a positive effect

on Kuraray's results.

In fiscal 2015, Kuraray has started its new medium-term
management plan GS-STEP (fiscal 2015 to fiscal 2017). Under
GS-STEPR, Kuraray will achieve high profit and steadily build a
business foundation for further growth. Measures include raising
Kuraray's competitive advantages by creating a more solid foun-
dation for its core business, creating new businesses using highly
distinctive, original technologies, establishing improved produc-
tion processes and new processes to further its lead in product
quality and cost, and expanding into new business domains by
making more effective use of external resources.

Based on these circumstances, the forecast of operating
results for fiscal 2015 is as shown below.

(Billions of yen, rounded to the nearest hundred million)

SELEI PG RNERTETA W8] Fiscal 2015 (January 1, 2015 to
December 31, 2014) December 31, 2015) Change
(Adjusted) (Forecast)
Net Sales 485.0 540.0 +11.3%
Operating Income 51.4 63.0 +22.6%
Ordinary Income 51.0 62.0 +21.7%
Net Income 275 36.0 +31.1%

Note: Figures for fiscal 2014 (adjusted) present results of Kuraray and its consolidated subsidiaries that had a fiscal yearend of March 31 adjusted for

the twelve-month period from January 1, 2014 to December 31, 2014. Adjusted figures are unaudited and for comparison purposes only.

For fiscal 2015, we assume average exchange rates of ¥120 to the U.S. dollar and ¥130 to the euro, as well as a domestic

naphtha price of ¥52,000 per kiloliter.

(Reference) Forecast of Results by Segment for Fiscal 2015

(Billions of yen, rounded to the nearest hundred million)

Net Sales

December 31, 2014)

SELEI PG RNERTETA W8T Fiscal 2015 (January 1, 2015 to

December 31, 2015)

Operating Income

December 31, 2014)

SEIE| PG LN OELTET VWP P RTe) Fiscal 2015 (January 1, 2015 to

December 31, 2015)

(Adjusted) (Forecast) (Adjusted) (Forecast)
Vinyl Acetate 2376 287.0 46.2 55.0
Isoprene 55.7 60.5 6.4 8.5
Functional Materials 53.8 570 2.0 4.0
Fibers and Textiles 477 48.0 29 3.5
Trading 119.2 120.0 3.8 4.0
Others 68.7 75.0 2.6 3.0
Corporate and eliminations (97.8) (107.5) (12.5) (15.0)
Total 485.0 540.0 51.4 63.0

Note: Figures for fiscal 2014 (adjusted) present results of Kuraray and its consolidated subsidiaries that had a fiscal yearend of March 31 adjusted for the twelve-month period from
January 1, 2014 to December 31, 2014. Adjusted figures are unaudited and for comparison purposes only.
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Il Corporate Governance and Internal Control
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Corporate Governance

Basic Philosophy on Corporate Governance
Kuraray believes that the maintenance of appropriate relation-
ships with various stakeholders, including shareholders, and
the fulfillment of social responsibilities are consistent with its
objective of achieving long-term improvement in business
results and sustainable growth as a global company. Kuraray
believes it is a fundamental and important obligation to fulfill its
social responsibilities by enhancing corporate governance and
establishing highly transparent and fair corporate management.
As a company with a Board of Corporate Auditors, Kuraray
has established a corporate governance system centered on its
Board of Directors and Board of Corporate Auditors to improve
the effectiveness of supervisory and monitoring functions
while maintaining management efficiency and to provide guid-
ance for issues including management compensation, selection
of new company officers, internal controls and risk management.

Corporate Governance Systems

1. Board of Directors and Executive Organization

The Board of Directors (convenes at least once a month),
according to the Board of Directors’ Regulations, deliberates
and decides important management matters, including legal
matters, and supervises the execution of business. The
maximum number of directors is twelve, and the term of
office is one year. There are currently twelve board members,
including two outside directors. Outside director candidates
should have careers and professional experience that enable

them to be independent. No personal, capital, transactional or
other relationship that would present a conflict of interest
exists between Kuraray and the outside directors.

Kuraray has entered into agreements with its outside
directors, limiting their liability for damage as stipulated in
Article 423, Paragraph 1 pursuant to Article 427, Paragraph 1
of the Companies Act of Japan. Such agreements limit the
liability amount as set forth in such Act. However, such limi-
tation of liability is approved only if the applicable outside
director has executed his duties in good faith without knowl-
edge of or committing gross negligence. As the chief execu-
tive responsible for business execution, the president
appointed by the Board of Directors exercises control over
the execution of business in the Kuraray Group. Every execu-
tive officer (one-year term of office) appointed by the Board
of Directors is responsible for business execution in the
Kuraray Group organization. As the heads of internal compa-
nies, divisions and major functional organizations, the execu-
tive officers bear responsibility for operations and profit.
Some directors hold concurrent positions as executive officers.

The president has established the Executive Committee
(in principle, convenes twice a month) and various other
councils and committees to deliberate and report on
important matters concerning the Group’s management

policies and business execution.

Shareholders Meeting

Appointment / Dismissal

Appointment / Dismissal Appointment / Dismissal

Board of Directors feportng } Accounting Auditor |
) } Twelve dire_ctors_ Auditing i Reporting |
(including two outside directors) Board of Corporate Auditors
Presided over by Chairman Five corporate auditors Approval of appointment/reappointment
e i) é?spmo:sn;;nlem/ Selection / (including three outside auditors) } Staff for Corporate Auditors

Dismissal /

Internal control reporting Supervision

l Auditing

Internal Auditors Office
Auditing

Evaluation audit

reporting

e T T
nternal

Instructions Bringing up/reporting important
matters for deliberation

Advice

Management Advisory Council

Seven permanent members
(including four outside experts)

Proposing /
Reporting

Executive Committee

i

CSR Committee |

(Deliberation on important matters)

] Reporting on results of deliberations

Executive Officers

(Execution of business)

Kuraray Co., Ltd.

Internal Companies, Functional Organizations, Group Companies



2. Board of Corporate Auditors

The Board of Corporate Auditors consists of five corporate audi-
tors, including three outside corporate auditors with extensive
experience in areas including finance, law and management
who perform their duties from a third-party standpoint. Outside
corporate auditor candidates should have careers and profes-
sional experience that enable them to be independent. No per-
sonal, capital, transactional or other relationship that would
present a conflict of interest exists between Kuraray and the
outside corporate auditors. The corporate auditors attend meet-
ings of the Board of Directors and other important meetings,
and monitor the directors’ performance of duties through inqui-
ries conducted by such means as the examination of important
documents and requests for explanations of the state of business
affairs. In principle, the Board of Corporate Auditors convenes
monthly. The corporate auditors regularly have meetings with
the accounting auditor, PricewaterhouseCoopers Aarata, and
the Internal Auditors Office (consisting of eight members),
which conducts internal audits. In these meetings, they receive
reports on audit content and share information concerning audit
planning, implementation and related matters. The corporate
auditors also serve as corporate auditors of core subsidiary
companies to ensure subsidiary audits are performed appropri-
ately and attend periodic Group Auditor Liaison Meetings con-
sisting of the subsidiary auditors to deepen their understanding

of each company.

Internal Control

Basic Philosophy on Internal Control

The Kuraray Group recognizes that maintaining and operating
internal controls are important management tasks. The Board
of Directors has determined the following five categories based
on the Basic Policy for Establishment of an Internal Control

System.

1. Systems for risk management and to ensure compliance
with laws and regulations by directors and employees

2. Systems to ensure efficient execution of duties by the
directors and the storage and management of information

regarding such execution

Kuraray has entered into agreements with outside auditors,
limiting their liability for damage as stipulated in Article 423,
Paragraph 1 pursuant to Article 427, Paragraph 1 of the
Companies Act of Japan. Such agreements limit the liability
amount as set forth in such Act. However, such limitation of
liability is approved only if the applicable outside auditor has
executed his duties in good faith without knowledge of or

committing gross negligence.

3. Management Advisory Council

Kuraray has established the Management Advisory Council to
serve as a consultative body to give the president advice from
the perspectives of compliance, the protection of shareholder
rights and management transparency. The Council consists of
seven permanent members, including a majority of four outside
experts with a wealth of experience in corporate management
or corporate legal affairs. The Council convenes twice a year to
advise the president on such matters as important manage-
ment policies and issues, succession of the president, selection
of successor candidates and compensation for the president.

4. Status of Accounting Auditor

No special interests exist between Kuraray and the accounting
auditor, PricewaterhouseCoopers Aarata, or the engagement
partners of such auditing firm who audit Kuraray. In addition,
such auditing firm voluntarily takes steps to ensure the engage-
ment partners are not involved in audits of Kuraray for longer

than the prescribed period of time.

3. Systems to ensure appropriate work practices of the
corporate group

4. Systems to ensure effective execution of the corporate
auditors’ duties

5. Internal control maintenance and operation is administered
such that the Internal Auditors Office conducts internal
audits of the Kuraray Group and the corporate auditors
conduct audit and oversight of the execution of duties by

directors
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(As of March 27, 2015)

Board of Directors

Il Board of Directors, Corporate Auditors and Executive Officers

Representative Director and Chairman

April 1971 Entered Kuraray Co., Ltd.

June 2003 Executive Officer

June 2004 Senior Executive Officer

June 2006 Managing Director

April 2008 Representative Director and President

January 2015 Representative Director and Chairman
(Current position)

Fumio Ito

Representative Director and President

April 1980 Entered Kuraray Co., Ltd.

June 2012 Executive Officer

April 2013 Vice President of Functional Materials
Company

June 2013 Senior Executive Officer

April 2014 Officer Responsible for Corporate
Management Planning Division and CSR
Division, and General Manager of Corporate
Management Planning Division

June 2014 Director and Senior Executive Officer

January 2015 Representative Director and President
(Current position)

d:

Masaaki Ito

Representative Director and Primary Executive Officer

Chief Technology Officer (CTO),

Officer Responsible for New Business Development Division

and Research and Development Division

April 1975 Entered Kuraray Co., Ltd.

June 2009 Executive Officer

June 2010 Director and Executive Officer

June 2011 Director and Senior Executive Officer

April 2012 Chief Technology Officer (CTO) (Current
position), Officer Responsible for New

Business Development Division (Current
position)

June 2012 Representative Director and Primary
Executive Officer (Current position)

Setsuo Yamashita April 2013 Officer Responsible for Research and
Development Division (Current position)

Director and Primary Executive Officer

Officer Responsible for Environmental Business Development
and Promotion Division, and Administrative Unit

April 1975 Entered Kuraray Co., Ltd.

June 2010 Executive Officer

April 2012 Officer Responsible for General Affairs and
HR Division, Purchasing and Logistics
Division, Global Business Management
Division and Overseas Affiliated Companies,
and General Manager of Purchasing and
Logistics Division

June 2012 Senior Executive Officer

April 2013 Officer Responsible for Environmental
Business Development and Promotion
Division (Current position)

June 2013 Director and Senior Executive Officer

January 2015 Officer Responsible for Administrative Unit
(Current position)

March 2015 Director and Primary Executive Officer
(Current position)

de

Nobuo Fuijii

Director and Senior Executive Officer

President of Fibers and Textiles Company,

Officer Responsible for Osaka Head Office

April 1974 Entered Kuraray Co., Ltd.

April 2005 President of Fibers and Industrial Materials
Company, Fibers and Textiles Sector

June 2007 Executive Officer

April 2010 President of Fibers and Textiles Company

-h‘: (Current position)
h" June 2010 Director and Senior Executive Officer
(Current position)
r October 2011 Officer Responsible for Osaka Head Office

(Current position)

Kazuhiro Tenkumo

Director and Senior Executive Officer

Officer Responsible for Technology Division and Plants in

Japan

April 1975 Entered Kuraray Co., Ltd.

June 2010 Executive Officer

April 2012 Officer Responsible for Technology Division
(Current position) and Plants in Japan
(Current position), General Manager of
Technology Division

June 2012 Director and Senior Executive Officer
(Current position)

Kunio Yukiyoshi

Director and Senior Executive Officer
President of Functional Materials Company

April 1975 Entered Kuraray Co., Ltd.

June 2010 Executive Officer

April 2012 Representative Director and President of
Kuraray Noritake Dental Inc.

June 2012 Senior Executive Officer

April 2013 President of Functional Materials Company
(Current position) and General Manager of
Medical Division, Functional Materials
Company

June 2013 Director and Senior Executive Officer
(Current position)

Sadaaki Matsuyama
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Director and Senior Executive Officer

President of Vinyl Acetate Resin Company,

General Manager of EVAL Division, Vinyl Acetate Company

April 1976 Entered Kuraray Co., Ltd.

June 2012 Executive Officer

April 2013 Vice President of Vinyl Acetate Company

June 2013 Senior Executive Officer

June 2014 Director and Senior Executive Officer
(Current position)

January 2015 President of Vinyl Acetate Resin Company
(Current position)

Kazuhiko Kugawa



Director and Senior Executive Officer

President of Isoprene Company

Director and Senior Executive Officer

President of Vinyl Acetate Film Company

April 1984 Entered Kuraray Co., Ltd. April 1980 Entered Kuraray Co., Ltd.
July 2011 General Manager, Kashima Plant April 2012 General Manager of Poval Resin Division,
June 2012 Executive Officer Resin Company
April 2013 General Manager of Isoprene Chemicals June 2012 Executive Officer
Division, Isoprene Company April 2013 General Manager of Poval Resin Division
April 2014 President of Isoprene Company (Current and Production and Technology Manage-
position) ment Division, Vinyl Acetate Company
June 2014 Senior Executive Officer (Current position) June 2014 Senior Executive Officer (Current position)
March 2015 Director (Current position) January 2015 President of Vinyl Acetate Film Company
x (Current position)
March 2015 Director (Current position)
Yukiatsu Komiya Hiroaya Hayase
Director Director
April 1966 Entered Economic Planning Agency of April 1967 Entered Nippon Telegraph and Telephone
Japan (EPA) Public Corporation
July 1990 Director, Minister’s Secretariat Division, June 1995 Senior Vice President, NTT Data Communi-
EPA cations Systems Corporation (Currently NTT
June 1993 Deputy Director-General, Social Policy Data Corporation)
Bureau, EPA June 1997 Executive Vice President, NTT Data
July 1997 Director-General, Coordination Bureau, EPA Corporation
June 1998 Administrative Vice-Minister, EPA June 2001 Senior Executive Vice President, NTT Data
February 2000 President, National Institute for Research Corporation
Advancement (NIRA) June 2003 President and CEO, NTT Data Corporation
June 2008 Director, Kuraray Co., Ltd. (Current position) June 2007 Director and Senior Corporate Advisor, NTT
Chairman, Economic Research Association Data Corporation
. October 2009 Chairman, the Institute for Science of .. April 2008 Board Director, IHI Corporation (Current
Takafusa Shioya' Labour (Current position) Tomokazu Hamaguchi' position)
June 2009 Senior Corporate Advisor, NTT Data
Corporation
June 2010 Director, East Japan Railway Company
(Current position)
June 2013 Director, Kuraray Co., Ltd. (Current position)

Corporate Auditors

Standing Corporate Auditors

-

Yoichi Ninagawa

Keiji Murakami

Corporate Auditors

Mie Fujimoto?

Notes: 1. Directors Takafusa Shioya and Tomokazu Hamaguchi are independent outside Directors.
2.Corporate Auditors Mie Fujimoto, Yoshimitsu Okamoto and Mikio Nakura are independent outside Corporate Auditors.

Executive Officers

Matthias Gutweiler
KEG President, General Manager of PVB Division

Masanori Onodera
General Manager of Okayama Plant

Kazuhiro Nakayama
General Manager of Technology Division

Kenichi Abe

General Manager of New Business Development Division

Yoshimasa Sano
General Manager of Methacrylate Division, Functional
Materials Company

George Avdey
KAl President

Hitoshi Toyoura

General Manager of Consumer Goods and Materials
Division, Fibers and Textiles Company, President of Kuraray
Fastening Co., Ltd.

Yukinori Yamane
General Manager of Purchasing and Logistics Division

Akira Omura

General Manager of Production and Technology
Management Division, Vinyl Acetate Resin Company,
General Manager of Production and Technology
Management Division, Vinyl Acetate Film Company
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Yoshimitsu Okamoto?

Mikio Nakura?

Tsugunori Kashimura
General Manager of Research and Development Division

Takashi Nakajima
Vice President of Fibers and Textiles Company

Hirohide Hayashi
General Manager of Kurashiki Plant, General Manager of
Technology Development Center
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I Financial Review

Kuraray Co., Ltd. and its consolidated subsidiaries

Business Environment

In the fiscal year ended December 31, 2014 (the nine-month
period from April 1, 2014 to December 31, 2014), the feared
slowdown in the Japanese economy following the increase in
the consumption tax rate became apparent. Overseas, while
favorable conditions continued in the U.S. economy, recovery
stalled in Europe. In addition, a slowdown in growth in China’s
economy also became clear, and conditions were patchy in
other emerging countries. The drop in the price of crude oil at
the end of the period had little effect on the Company's results
for the fiscal year ended December 31, 2014.

Under these circumstances, the Kuraray Group accelerated
the global expansion of its core business to achieve sustained
growth while proactively developing new businesses in the
water treatment, environment, energy, optical and electronics

fields to secure future growth.

Sales

Due to a change in the fiscal yearend, consolidated results for
the fiscal year ended December 31, 2014 cover the nine-month
period from April 1, 2014 to December 31, 2014 for the Company

Results by Business Segment

and subsidiaries that had a fiscal year-end of March 31, and the
twelve-month period from January 1, 2014 to December 31,
2014 for subsidiaries with a fiscal year-end of December 31.
Comparisons with the previous fiscal year use figures that have
been adjusted to the same period as the fiscal year ended
December 31, 2014.

(Billions of yen, rounded to the nearest hundred million)
Fiscal 2013

(A;Erlﬁ-c[?elzcze?;ger) ( A;ﬁ},ﬁ’g‘;ﬁi’ger) <§3ﬁ';?§d>
Net Sales ................. 411.4 339.9 +21.0%
Operating Income..... 40.3 38.3 +5.4%
Ordinary Income....... 40.1 38.4 +4.5%
Net Income............... 21.3 23.1 -7.9%

Note: Figures for Fiscal 2013 (Adjusted) are unaudited.

The Kuraray Group's consolidated net sales for fiscal 2014 (the
nine-month period from April 1, 2014 to December 31, 2014)
increased ¥71,483 million ($591 million), or 21.0%, compared
with the previous fiscal year to ¥411,408 million ($3,400 mil-
lion). Operating income increased ¥2,048 million ($17 million),
or 5.4%, to ¥40,298 million ($333 million); ordinary income
increased ¥1,721 million ($14 million), or 4.5%, to ¥40,084 mil-
lion ($331 million); and net income decreased ¥1,829 million
($15 million), or 79%, to ¥21,296 million ($176 million).

(Billions of yen, rounded to the nearest hundred million)

Net Sales

Operating Income

Fiscal 2014 Fiscal 2013 (Adjusted) Fiscal 2014 Fiscal 2013 (Adjusted)
(April-December) (April-December) (April-December) (April-December)
Vinyl ACEtate......ooiiiiiiiiceiie e 219.0 160.7 BHY/ 36.2
[SOPIENE. . it 44.7 42.0 4.9 3.9
Functional Materials ... 44.0 38.8 1.5 1.1
Fibers and Textiles. ..., 35.4 34.7 2.3 2.1
TradiNG e 91.1 80.9 2.8 2.5
Other BUSINESS....c..coiiiiiiiiiiicee e 51.6 50.2 2.0 1.7
Elimination & Corporate...........ccccveeevviiiiiiiiiieee, (74.4) (67.3) (8.9) (9.3)
Total oo 411.4 339.9 40.3 38.3

Note: Figures for Fiscal 2013 (Adjusted) are unaudited.

Vinyl Acetate

Sales in this segment grew 36.3% year on year to ¥219,041
million ($1,810 million), while operating income fell 1.4% year
on year to ¥35,724 million ($295 million). Please note that the
results of the glass laminating solutions/vinyls business (the
“GLS business”) of E. I. du Pont de Nemours and Company
("DuPont”), which the Company acquired on June 1, 2014, are
included in this segment for the seven-month period from June
to December 2014.
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1) Sales volume of optical-use PVA film increased due to growth
in the number of LCD panels sold and the trend toward larger
panels. New production facilities came on line at the Saijo
Plant in April. Demand for PVA film was stagnant in Europe
and Asia. PVB film was affected by the ongoing slowdown in
the construction materials market in Europe. Sales of water
soluble PVA film grew favorably on the back of brisk demand.
In response, the Company decided to build a new plant in the
United States, with start-up scheduled for January 2016.



2) Sales of EVAL ethylene vinyl alcohol copolymer (EVOH resin)
expanded favorably, particularly in the United States and Asia.

3) In the GLS business, the integration of both manufacturing
and marketing was completed without problems, but the
business was unprofitable due to factors including an

increase in amortization expenses for goodwill.

Isoprene

Sales in this segment grew 6.4% year on year to ¥44,674 million

($369 million), and operating income grew 23.7% year on year

to ¥4,874 million ($40 million).

1) In isoprene chemicals, sales of fine chemicals were favorable
and sales of SEPTON thermoplastic elastomer were firm.
Demand for liquid rubber rebounded.

2) Sales of GENESTAR heat-resistant polyamide resin for LED
reflector, connector and automotive applications were favorable.

Functional Materials

Sales in this segment grew 13.6% year on year to ¥44,037 mil-

lion ($364 million), and segment income increased 42.3% year

on year to ¥1,523 million ($13 million).

1) Methacrylic resin struggled in the first half due to sluggish
market conditions, but sales bottomed out in the second half
with a rebound in demand from some sectors.

2) In the medical business, sales of dental materials were favorable.

3) CLARINO man-made leather became profitable, showing the
effect of the Company’s structural improvements such as the
transfer of the conventional production process to China.

Fibers and Textiles

Sales of KURALON were brisk for use in automotive brake hose
applications and as an asbestos substitute in fiber reinforced
cement (FRC). As a result, sales in this segment grew 2.1% year
on year to ¥35,385 million ($292 million), and segment income
increased 5.8% year on year to ¥2,250 million ($19 million).

Trading

Sales were favorable in fiberrelated businesses, especially for
polyester, and in resin and chemical-related businesses. In addi-
tion, the Company expanded its overseas network. As a result,
segment sales increased 12.7% year on year to ¥91,127 million
($753 million), and segment income increased 11.9% to ¥2,791
million ($23 million).

Other Business

Other businesses were firm overall. As a result, segment sales
increased 2.7% year on year to ¥51,591 million ($426 million), and
segment income increased 15.1% to ¥1,993 million ($16 million).

Financial Position

As of December 31, 2014, cash and deposits stood at ¥33,939
million ($280 million), a decrease of ¥15,807 million ($131
million) compared to March 31, 2014. Notes and accounts
receivable — trade increased ¥13,869 million ($115 million) to
¥104,988 million ($868 million). Short-term investment
securities decreased ¥55,797 million ($461 million) to ¥2,504
million ($21 million). Inventories (merchandise and finished
goods, work-in-process, and raw materials and supplies)
increased ¥18,462 million ($153 million) to ¥107,096 million
($885 million), and inventory turnover (the number of months’
sales in inventory) was 2.7 months. Current assets decreased
¥33,202 million ($274 million) or 11.0% to ¥269,200 million
($2,225 million). Working capital (current assets less current
liabilities) decreased ¥53,993 million ($446 million) to ¥159,264
million ($1,316 million).

The current ratio (current assets divided by current liabilities)
at December 31, 2014 decreased to 244.9% from 339.2% at
March 31, 2014. Tangible fixed assets increased ¥40,169 million
($332 million) to ¥262,388 million ($2,168 million). This included
factors such as an increase in buildings and structures (net) of
¥8,022 million ($66 million) to ¥52,729 million ($436 million) and
an increase in machinery, equipment and vehicles (net) of
¥28,377 million ($235 million) to ¥120,298 million ($994 million).
Intangible fixed assets increased ¥31,642 million ($262 million)
to ¥88,840 million ($734 million). Investments and other assets
increased by ¥18,677 million ($154 million) to ¥71,108 million
($588 million) due mainly to an increase in investment
securities of ¥15,057 ($124 million) to ¥54,342 ($449 million).
Total assets increased ¥57,286 million ($473 million) to
¥691,538 million ($5,715 million), and return on assets (operating
income divided by average total assets for the period)
decreased 2.0 points from the previous fiscal year to 6.1%.

Current liabilities increased ¥20,791 million ($172 million) to
¥109,936 million ($909 million), due primarily to an increase in
notes and accounts payable — trade of ¥7.634 million ($63
million) to ¥43,027 million ($356 million) and the issue of
commercial papers totaling ¥10,000 million ($83 million).

Noncurrent liabilities increased ¥7,128 million ($59 million) to
¥99,775 million ($825 million).

Net assets increased ¥29,367 million ($243 million) to
¥481,826 million ($3,982 million). Subtracting minority interests
and subscription rights to shares totaling ¥7064 million ($58
million), shareholders’ equity was ¥474,762 million ($3,924
million) mainly due to an increase in retained earnings and

positive foreign currency translation adjustment. The equity
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ratio at December 31, 2014 was 68.7%, down 1.6% from
March 31, 2014.

Cash Flows from Operating Activities

Net cash provided by operating activities totaled ¥40,840 mil-
lion ($338 million). Cash provided included ¥31,533 million
($261 million) from income before income taxes and minority
interests and ¥35,696 million ($295 million) from depreciation
and amortization. Cash used included ¥12,631 million ($104 mil-
lion) due to increases in notes and accounts receivable — trade
and inventories, and ¥18,939 million ($157 million) in income
taxes paid. Net cash provided by operating activities in fiscal
2014 (the nine months from April 1, 2014 to December 31,
2014) decreased ¥20,334 million ($168 million) compared with
the previous fiscal year (April 1, 2013 to March 31, 2014).

Cash Flows from Investing Activities

Net cash used in investing activities totaled ¥105,690 million
($873 million). A net decrease in operating assets (time depos-
its and short-term investment securities) provided cash of
¥6,354 million ($53 million), while uses of cash included
¥43,380 million ($359 million) for purchase of tangible fixed
assets and intangible fixed assets and ¥68,419 million ($565
million) for payments for acquisition of business.

Cash Flows from Financing Activities

Net cash used in financing activities was ¥3,650 million ($30
million). Uses of cash included cash dividends paid of ¥12,613
million ($104 million) while cash provided included net decreases
in loans and issuance of commercial papers totaling ¥9,082 million
($75 million).

In addition to the above factors, as a result of the effect of
exchange rate changes on cash and cash equivalents, the
increase in cash and cash equivalents from newly consolidated
subsidiaries and the decrease in cash and cash equivalents
from exclusion of subsidiaries from consolidation, cash and
cash equivalents at the end of the fiscal year decreased
¥65,254 million ($539 million) from the end of the previous fiscal
year to ¥35,388 million ($292 million).

Capital Expenditure

Capital investment by the Kuraray Group (Kuraray and consoli-
dated subsidiaries) amounted to ¥39,463 million ($326 million)
in fiscal 2014, mainly for expansion of production capacity for
PVA resin. By segment, capital investment amounted to
¥27343 million ($226 million) in the Vinyl Acetate segment,
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¥2,681 million ($22 million) in the Isoprene segment, ¥2,802
million ($23 million) in the Functional Materials segment, ¥2,668
million ($22 million) in the Fibers and Textiles segment, ¥53 mil-
lion ($0.4 million) in the Trading segment, and ¥1,744 million
($14 million) in the Others segment. General (non-segment)
capital investment amounted to ¥2,168 million ($18 million).

Outlook for the Fiscal Year Ending
December 31, 2015

Regarding the operating environment in the fiscal year ending
December 31, 2015, there are concerns about a downturn in
personal consumption due to rising import prices as a result of
the depreciation trend of the yen. Overseas, despite expecta-
tions for continuing favorable conditions in the United States
economy, a delay in recovery from the economic downturn in
Europe, slowing growth in China's economy and continuing
patchy conditions in other emerging countries are forecast. In
addition, the drop in the price of crude oil from the end of fiscal
2014 could have an impact on the global economy, in addition to
increasing geopolitical risk and other effects, making the out-
look for the global economy unclear, but over the short term it
is expected to exert a positive effect on Kuraray's results.

The Company will start its new medium-term management
plan GS-STEP (FY2015-FY2017) from fiscal 2015. Under
GS-STEP the Company will achieve high profit and steadily build
a business foundation for further growth. Measures include
raising the Company’s competitive advantages by creating a
more solid foundation for its core business, creating new busi-
nesses using highly distinctive, original Kuraray technologies,
establishing improved production processes and other new pro-
cesses to further its lead in product quality and cost, and
expanding into new business domains by making more effec-
tive use of external resources.

Taking these circumstances into account, our forecasts for
the period ending December 31, 2015 are net sales of ¥540.0
billion, operating income of ¥63.0 billion, ordinary income of
¥62.0 billion and net income of ¥36.0 billion. We assume aver-
age exchange rates of ¥120 to the U.S. dollar and ¥130 to the
euro, as well as a domestic naphtha price of ¥52 thousand per

kiloliter.



I Risk Management

Risks that could have a significant impact on the Kuraray
Group's performance (results of operations and financial
position) are discussed below. Forward-looking statements in
the following sections represent the Kuraray Group's best
judgment as of December 31, 2014.

i) Risks associated with the changes in

business environment
The Kuraray Group has a diversified business portfolio and its
products are geared to global markets with a variety of uses
and applications. Many of our products are original specialty
chemical materials that are less susceptible to the fluctuations
in the commodity markets compared with those in other
industries, but in recent years more and more of our products
are geared to the growing business areas including electric and
electronic materials, automotive and environmental applications
on which our overall business performance is increasingly
dependent. In these areas, market environment can undergo
drastic changes as a result of a reverse in industry de facto
standards for final products, shorter product cycles and
worldwide competition in product development. Therefore, we
may also face drastic changes in market environment and
competitive conditions for our products.

Meanwhile, we manufacture products such as chemical
products, synthetic resins, synthetic fibers and textiles out of
the raw materials such as ethylene and other petrochemical
products that are susceptible to the fluctuations in the markets
of crude oil and natural gas. As a result, market fluctuations
exceeding expectations could affect the Kuraray Group's
business results.

The Kuraray Group is exposed to the risk that it will be
forced to downsize or close down certain areas of its main
businesses as a consequence of the changes in its business
environment as described above.

ii) Risks associated with accidents and disasters

The Kuraray Group has manufacturing facilities in Japan,
Europe, North America and Asia. Many of these are large-scale
chemical plants. We work to prevent accidents and disasters
such as explosions, fires and leaks of toxic substances and to
minimize injuries when they occur, and conduct risk
management for important production plants by geographically
spreading their locations and arranging property and casualty
insurance on them. However, in the event of serious security
incidents, release of pollutants or natural disasters, there are
risks that could cause personal injury or property damage to
employees or third parties, or damage to the assets of the

Kuraray Group, or halt of manufacturing operations for long
periods.

In the event of accidents or disasters at suppliers who
discharge such functions as providing important raw materials,
facilities, maintenance parts and services, there are risks that

could affect our product supply.

iii) Risks associated with litigation and violation of
laws and regulations

The Kuraray Group operates numerous businesses based on its

proprietary technologies, posing the risks of serious

infringement of its intellectual properties, or litigation involving

its rights in the future.

Meanwhile, we are supplying many products that play
significant roles in assuring the quality of the final products in
areas such as automotive products, electric and electronic
materials, medical products and food packaging. We have
introduced a product quality management system at each major
production base of the Kuraray Group and work to improve
product quality, but in the event of a large-scale product recall
caused by defective quality, there are risks of major financial
losses including liability losses that cannot be fully covered by
existing product liability insurance.

Also, despite our construction of a compliance system and
our utmost efforts to comply with laws and regulations at each
of our operating facilities, there are risks that our business
activities could be interrupted in the event of a major breach of
legal compliance, changes in current laws and regulations or

the addition of new laws and regulations.

iv) Risks associated with changes in exchange rates
The Kuraray Group is expanding its manufacturing and sales
operations in Japan and in various overseas regions, including
Europe, North America and Asia. Export prices of the Kuraray
Group's domestically manufactured products are affected by
changes in exchange rates. In sales of products manufactured
at our overseas bases, procurement and sales prices in
different currency blocks and the value of foreign-currency-
denominated assets and liabilities are affected by changes in
exchange rates. It is possible that the Kuraray Group will be
affected negatively by exchange rate fluctuations if they exceed

the scope of our assumption.

v) Other risks
With the global development of our businesses, there are risks
that fortuitous external events such as war, riot, terrorism or an

epidemic could disrupt our business activities.
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I Consolidated Balance Sheet

Kuraray Co., Ltd. and its Consolidated Subsidiaries

Thousands of

Millions of yen U.S. dollars
December 31, March 31, December 31,
2014 2014 2014
ASSETS
I Current assets:
1 Cash and dePOSITS .. ...coooiiieiie oo ¥ 33,939 ¥ 49,746 $ 280,487
2 Notes and accounts receivable—trade™ ...........c.cccooiiiiiiiiiis 104,988 91,119 867,669
3 Short-term investment SECUTTIES .........c.coivviiiiiiicce e 2,504 58,301 20,694
4 Merchandise and finished goods ..........cccciiiiiiiiiiiiiic 74,201 60,984 613,231
B WOTK-IN-PrOCESS ..uiiiiiiiiieiie ettt 13,788 11,992 113,950
6 Raw materials and SUPPlIES ....ccvviiiiiiiiie e 19,107 15,658 157,909
7 Deferred tax assets 4,694 5,889 38,793
8 Other ..o 16,546 9,175 136,743
9 Allowance for doubtful accounts (571) (465) (4,719)
Total CUITENt @SSEtS......ooiiiiiiiiii e 269,200 302,402 2,224,793
II Noncurrent assets:
1 Tangible fixed assets:
(1) Buildings and structures, net™a9 .. ..o 52,729 44,707 435,776
(2) Machinery, equipment and vehicles, net™? ..............ccoeeiiiieein. 120,298 91,921 994,198
(B) Land 22md S e 21,999 21,481 181,809
(4) CoNStruCtioN IN PrOGrESS . .vvviiviiiiiiiiiiiiiiiiiiiieiee e 62,590 59,139 517,272
(B) Oher, MBI i 4,770 4,970 39,421
Total tangible fixed assets™ 262,388 222,219 2,168,495
2 Intangible fixed assets:
(1) GOOAWIIl L. 31,217 26,598 257,991
(2) Customer-related assets 34,745 20,065 287,148
(B) OB e 22,877 10,534 189,066
Total intangible fixed asSets ..........cccoooiiiiiiiiiii 88,840 57,198 734,214
3 Investments and other assets:
(1) Investment securities™@2nd® 54,342 39,285 449,107
(2) Long-term loans receivable ..o 302 297 2,495
(3) Net defined benefit @SSets......cooviiiiiiiiiic 816 2,031 6,743
(4) Deferred tax @SSEtS ..ouvii it 8,701 6,260 71,909
(B) OTNET . 6,993 4,604 57,793
(6) Allowance for doubtful aCCoOUNtS ......ooiiiiiiiiiiii (48) (47) (396)
Total investments and other assets 71,108 52,431 587,669
Total NONCUITENt @SSETS .....oooviiiiiiiiieee e 422,338 331,849 3,490,396
TOTA