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Profile

Established in 1913, Sumitomo Chemical is one of
Japan’s leading chemical manufacturers, offering a
diverse range of products, including basic
chemicals, petrochemicals, fine chemicals,
agricultural chemicals, and pharmaceuticals. We
maintain a worldwide network of subsidiaries,
affiliates, and other offices, and our products are
sold in more than 110 countries. Sumitomo
Chemical’s strong basic and applied research
programs have yielded numerous products that
have gained top market shares in domestic and
global markets.
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Note: Effective 1995, Sumitomo Chemical changed its fiscal
year from a calendar year to a year ended March 31. The
transitional period, which comprised three months from
January 1, 1995 to March 31, 1995, is omitted from any of
the analyses and the graphs in this annual report except for
those regarding balance sheet items. Accordingly, except for

balance sheet items, financial data for the fiscal year ended
March 31, 1996 (fiscal 1996) are compared with those of the
fiscal year ended December 31, 1994 (fiscal 1994), the latest
comparable fiscal year. Please see the Consolidated
Financial Summary on Page 20 for the figures for the three-
month transitional period ended March 31, 1995.




Consolidated Financial Highlights

Sumitomo Chemical Company, Limited
Year ended March 31, 1997 and 1996

Millions of yen

Thousands of
U.S. dollars (Note)

1997 1996 1997
Operating results:
Net sales ¥1,011,597 ¥ 051,916 $ 8,151,467
Net income 21,469 18,528 172,998
Capital expenditures 71,978 63,722 580,000
Research and development expenses 54,880 54,543 442,224
Financial position (at year-end):
Total assets 1,358,160 1,333,638 10,944,077
Shareholders’ equity 282,748 265,713 2,278,388
Yen U.S. dollars (Note)
1997 1996 1997
Data per 1,000 shares:
Net income ¥13,239 ¥11,425 $106.68
Cash dividends 5,000 3,000 40.29

Notes: U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥124.10=US$1, the rate prevailing on March 31, 1997.

Net Sales Net Income Total Assets
(¥ Billions) (¥ Billions) (¥ Billions)
1,200 20 1,400
900 15 1,050
600 10 700
300 5 350
0 0 0
'92 ‘93 94 '96 97 '92 '93 '94 '96 97 ‘92 93 ‘94 96 97




To Our Shareholders

We are happy to report that Sumitomo Chemical
recorded strong sales and earnings growth in the
fiscal year ended March 31, 1997. Compared with the
financial results of the previous fiscal year, our
consolidated turnover grew 6.3% to ¥1,011.6 billion.
Operating income before taxes increased 3.6% to ¥56.8
billion, while net income rose 15.9% to ¥21.5 billion. As a
result of our improved profitability, cash dividends were
raised to ¥5 per share from ¥3 per share paid in the
previous fiscal year. Three factors helped bring about this
improved performance: increased domestic demand,
reflecting long-awaited economic recovery in Japan; sharp
depreciation of the yen against the U.S. dollar through the
year; and our continued rationalization efforts, which led
to cost reductions of as much as ¥8 billion at the parent
company alone.

In 1996, the Japanese economy recorded solid growth of
3.6% in real GNP terms, marking the first noteworthy
economic rebound in Japan since the prolonged recession
that followed the bursting of the bubble economy in 1991.
The favorable business conditions permitted the Japanese
chemical industry as a whole to record higher sales and
larger profits, mainly due to increased sales volumes and
reductions in fixed costs. Despite these positive
developments, however, the profitability of Japanese
petrochemical companies did not improve as much as
expected, owing to a significant hike in feedstock prices in
the fourth quarter of 1996 and thereafter.

Against this general industry backdrop, we would like to
summarize the performance of our business groups. The
Basic Chemicals & Petrochemicals Group posted ¥511.2
billion in sales, 8.6% higher than recorded in the previous
fiscal year. Sales were bolstered by strong shipments of
polyolefins and raw materials for synthetic fiber. The
¥10.1 billion operating income of this business group was,
however, relatively small in comparison with its sales.

The Specialty Chemicals Group reported a rise of 3.8% in
sales to ¥467.6 billion and earned ¥41.6 billion in
operating income in fiscal 1997. The Fine Chemicals
Sector enjoyed buoyant business results, thanks to
remarkable growth in the sales of high-value-added

products such as photoresists. The Agricultural Chemicals
Sector contributed greatly to the total profitability of the
Company through successful marketing of a variety of
plant protection chemicals, household and public hygiene
chemicals, and feed additives in over 110 countries. The
Pharmaceuticals Sector showed lower turnover in fiscal
1997, due to the fact that Nihon Medi-Physics, our
majority-owned radio-pharmaceutical subsidiary, was
reorganized into a 50-50 joint venture with Amersham
International plc on October 1, 1996 and is no longer
consolidated with our financial results. Our major
pharmaceutical subsidiary, Sumitomo Pharmaceuticals Co.,
Ltd., maintained good performance and recorded
substantial growth in sales of Amlodin (calcium antagonist
for angina and hypertension), Meropen (carbapenem
antibiotic), and Didronel (bone disorder drug).

Throughout fiscal 1997, we continued to make significant
headway in enhancing the competitiveness of our core
business. In Chiba, Japan, we started construction of a
new gas-phase polypropylene plant that will replace part of
our existing facilities. In November 1996, we established
Evolue Japan Co., Ltd., a joint venture with Mitsui
Petrochemical Industries, Ltd., for the manufacture of
metallocene-based linear low-density polyethylene. In the
field of specialty chemicals, we initiated a collaboration
with Wako Pure Chemicals Industries, Ltd., Japan’s leading
chemical reagent manufacturer, to accelerate the business
development for krypton fluoride photoresists used in
excimer laser lithography.

Turning to overseas projects, The Petrochemical
Corporation of Singapore (Pte) Ltd. (PCS), our
petrochemical affiliate in Singapore, commenced operation
of a new naphtha cracker in April 1997 under its second-
phase expansion, bringing our total ethylene production
capacity to one million tons per year. Commercial
production was also expanded at several downstream
units associated with the PCS project, including at our
subsidiary The Polyolefin Company (Singapore) Pte. Ltd. In
April 1997, on the adjacent island of Pulau Sakra, we
began construction of facilities for the manufacture of
acrylic acid and its derivatives, methyl methacrylate
monomer, polymethyl methacrylate resins, and super



water-absorbent resins. Some of these projects are being
implemented through our wholly owned subsidiary, and
others are joint ventures with Toagosei Co., Ltd., Nippon
Shokubai Co., Ltd., or Sumitomo Seika Chemicals Co., Ltd.

In the United States, Phillips Sumika Polypropylene Co.,
our joint venture with Phillips Petroleum Co., started
commercial operation in November 1996 of a new
polypropylene plant in Texas that employs our advanced
gas-phase polymerization technology. Meanwhile, at
Chunbuk, in the Republic of Korea, a photoresist plant is
being built under the auspices of our joint venture Dong
Woo Pure Chemicals Co., Ltd. Finally, we have continued
to reinforce our global operations in the agricultural
chemicals business through our subsidiaries Valent U.S.A.
Corporation in the United States, Philagro France S.A. in
France, and KenoGard S.A. in Spain.

Along with our ongoing business development and
research initiatives, we have broadened our Responsible
Care management practices to ensure the safety and
health of our customers and employees and to protect the
environment at large. To make every aspect of our

Hideo Mori, Chairman (left),
and Akio Kosali, President

operations consistent with global standards, we are
working to acquire 1SO14000 certification at our major
production plants in Japan. We remain committed to grow
as a responsible and trusted corporate citizen that cares
for the needs of people and operates in harmony with the
environment.

We wish to thank our shareholders and customers for their
continued support and assistance.

TL e

Hideo Mori, Chairman

ay Eevas

Akio Kosai, President

June 27, 1997



Sumitomo Chemical at a Glance

1997 BREAKDOWN

Basic
Chemicals
&

Petrochemicals

Group

Specialty
Chemicals
Group

Note: Operations not covered in the above two Groups, classified as Others, accounted for 3.3% of consolidated net sales during the fiscal year in review.
Chemical engineering and construction, chemical analysis, electric power supply, and distribution and trading activities are included under this category.



MAIN BUSINESS/PRODUCTS

Inorganics: sulfuric acid, nitric acid,
ammonium nitrate, liquid ammonia, caustic
soda, chlorine hydrochloric acid, aluminum
hydroxide, alumina, high-purity alumina,
aluminum sulfate, active alumina,
polyaluminum chloride, sodium aluminate

Organics: acrylic acid, acrylonitrile,
caprolactam, adipic acid, methanol, formalin,
urea, epichlorohydrin, coumarin, phenylethyl
alcohol

Composite Products: alumina fiber

Methyl Methacrylate (MMA): polymethyl
methacrylate

Optical Materials: retardation films,
polarizing films, antireflection films, view
control adhesive films

Aluminum

Organics: ethylene, propylene, butadiene,
isobutylene, butene-1, benzene, toluene,
xylene, n-hexane, styrene monomer,
propylene oxide, acetaldehyde

Dyestuffs: disperse dyes, reactive dyes, direct
dyes, vat dyes, azoic dyes, acid dyes, acid
mordant dyes, cationic dyes

Dyestuff Intermediates:
1-aminoanthraquinone, bromaminic acid
Pigments: carbazole violet

Fluorescent Brighteners

Organic Intermediates: aniline, cresol,
resorcinol, pharmaceutical intermediates,
heat-sensitive dye intermediates,
phenylhydrazine

Plastics: low-density polyethylene, ethylene-
vinyl acetate copolymer, polypropylene,
polystyrene, thermoplastic elastomer
Processed Products: plastic sheets, plastic
panels, plastic containers, agricultural films,
floor heating system

Bulk Pharmaceuticals: bulk pharmaceuticals
for analgesics, antibiotics, other drugs
Polymer Additives: antioxidants, light
stabilizers, flow improvers

Organic Rubber Chemicals: antioxidants,
vulcanization agents, antiozonants
Functional Materials: epoxy resins, paper
finishing resins, paint resins, ethylene-
vinylacetate copolymer emulsions, liquid
crystalline polymer, polyether sulfone,
polyether etherketone

Water Treatment Agents: flocculants, ion-
exchange resins

Synthetic Rubber: styrene-butadiene rubber,
ethylene-propylene rubber

Textile Finishing Resins: shrink-resistant
agents, crease-resistant agents, water-
repellent agents

Electronic Materials and Components:
photoresists, high-purity chemicals, spin-on
glass, sputtering targets, super-high-purity
aluminum, high-purity gallium

Paints:* architecture paints, automobile
paints, steel construction paints, other paints

* These are products of Shinto Paint Co., Ltd.

Agricultural Insecticides: Sumithion,
Sumicidin, Sumi-Alpha, Danitol, Rody, Adion,
Agrothrin, Parmathion, Hakusap, Vegiphon,
Mikantop, Cyanox, Bassa, Malathion,
Dimethoate, Admiral, Orthene

Agricultural Fungicides: Sumilex (Sumisclex),
Rizolex, Starner, Powmyl, Sumiblend, Sumi-8,
Grancer, Limber

Agricultural Herbicides: Resource, Sumisoya,
Cremart, Sumiherb, Frenock, Select

Plant Growth Regulators: Sumiseven, Lomica
Household Insecticides: Pynamin, Pynamin
Forte, Neo-Pynamin, Neo-Pynamin Forte,
Chrysron Forte, Pynamin-D Forte, Eksmin,
Vaporthrin, Gokilaht, Elemic, Etoc, Pralle,
Sumithrin

Public Hygiene Insecticides: Premium
Sumithion, Kareit MC, Sumilarv, Baktop MC,
Kareit Oil, Holsar EC, Lunbert MC, Zaol FL

Feed Additives: DL-methionine, biotin
Fertilizers: ammonium sulfate, urea,
ammonium nitrate, fertilizers, liquid
fertilizers, soil conditioners, Sumishort, SR
Coat, Super SR Coat

Pharmaceuticals: Sumiferon, Genotropin,
Amlodin, Almarl, Dops, Didronel, Inteban,
Erispan, Lipoclin, Meropen, Sediel
Veterinary Products: Thiotal, Planate,
Estrumate, Marimac, Oxycartin

Diagnostic Reagents: Picoia HGH Plate,
Aqueck-10, Aqueck-Type Il

Health-Care Products: Dan Plus C, Dan 12,
Cartepa, Sumitomo Ichoyaku GF, Sumithrin
Powder, Uronamin Entertic Tablet

These are products of Sumitomo
Pharmaceuticals Co., Ltd.

Diagnostic Radiopharmaceuticals: cyclotron
RI products, *Mo-*"Tc generator, xenon-133
gas, technetium-99m products, in vitro
diagnostics

These are products of Nihon Medi-Physics Co.,
Ltd.

The products in this list are sold by Sumitomo Chemical Company, Limited and its subsidiaries and affiliates; products in italics are registered

brand names of these companies.



Review of Operations

Basic CHEMICALS & PETROCHEMICALS GROUP
Basic Chemicals & Petrochemicals Group sales increased 8.6% over the
previous year thanks to increased shipments, in Japan and abroad.

The Basic Chemicals Sector supplies various industries with organic and inorganic
chemicals, such as ammonia and chlorine derivatives, alumina-related chemicals,
methanol, acrylic acid, acrylonitrile for acrylic fiber, and caprolactam for nylon fiber.
The Sector’s broad product line also includes methyl methacrylate (MMA) monomer,
polymethyl methacrylate (PMMA) resins, optically functional films for liquid crystal
displays (LCDs), aluminum ingots, and high-purity aluminum.

BAsiC CHEMICALS SECTOR

n fiscal 1997, the Sector’s sales of synthetic fiber raw materials expanded

through greater shipment volume, principally exports, though prices

dropped in overseas markets. Sales of our optically functional films
continued to grow despite lower prices. Aluminum, too, reported higher sales
over the previous year, backed by a recovery in domestic demand.

To reinforce its competitive position in basic chemicals, Sumitomo Chemical is
establishing operational bases in high-growth markets. We took a step forward
in the Asian market during the fiscal year under review with our decision in July
1996 to set up manufacturing facilities for acrylic acid and its derivatives, MMA
monomer, PMMA resins, and super water-absorbent resins at Pulau Sakra,
Singapore. This project is being undertaken in cooperation with three Japanese
partners: Toagosei Co., Ltd., Nippon Shokubai Co., Ltd., and Sumitomo Seika
Chemicals Co., Ltd. Our new, wholly owned subsidiary Sumitomo Chemical
Singapore Pte Ltd. (SCS) is overseeing the project,
production facilities for which are under construction.

Completion is scheduled for July 1998.

__-;::-;,-_-,;;-:;____" The new facilities will receive their principal raw

i g materials by pipeline from our petrochemicals complex
at Pulau Ayer Merbau, Singapore, an adjacent island,
which is in its second-phase expansion. The efficient
procurement of raw materials and the advanced
technologies of the participating companies ensure that
the new production facilities at Pulau Sakra will provide
cost-competitive, quality products for the rapidly

Ground-breaking ceremony for acrylic acid and MMA projects at Pulau growing Asian market.
Sakra, Singapore. Facilities completion is scheduled for July 1998.




Basic Chemicals & We are creating new opportunities for growth by focusing on the development of

Petrochemicals Group high-value-added products. Our commitment is epitomized by recent

Net Sales
 Billions) developments in our MMA business that fully utilize our expertise in polymers
500 . — and plastic products. In fiscal 1997, we launched Sumipex XX, a new PMMA resin
R— | for blow molding, contour extrusion, and foam molding. PMMA resins, which
400 boast high transparency, weatherability, and surface hardness, have a variety of
200 applications, such as lamp covers for automobiles, buildings, and illuminated
signs; display panels; and camera lenses. Sumipex XX features a higher melt
200 tension than other PMMA resins and demonstrates superior processing
characteristics that allow otherwise difficult large-scale blow and foam molding.
100 These attributes are expected to further broaden the scope of PMMA resin
) SN I applications.
92 '93 94 96 97
?r?rt; :nhoeniazﬂfsr';ma;nﬁr';dlViggsht?m;fé;ed Our hands-on knowledge of optically functional plastic films underpins our
31, 1995, has been omitted. Please see Page 20 success in downstream MMA-based products. During fiscal 1997, we developed a

for the figures for the period. . o . . o
new grade of our Lumisty visible range control film for use in LCDs. This film

widens the visible angle of LCDs up to 50 degrees in all directions, and has been
enjoying growing demand from the
manufacturers of personal computers,
video cameras, and various portable
telecommunications devices ever since its
launch. Also in fiscal 1997, we started the
sample marketing of an MMA-based
surface protection sheet for plasma display
panels (PDP). PDPs are receiving extensive
market attention as a new-generation
display for on-the-wall TV sets. Our new

- PDP surface protection sheet offers

= - — antireflection, antistatic, stain-proof, and
Our Lumisty film widens the visible angle of LCDs. (Left: without Lumisty. Right:

with Lumisty, a 30-degree visible angle on the left half and a 50-degree visible electromagnetic radiation shielding
angle on the right half.) properties.

We are also endeavoring to expand our specialty products business. Products
include high-purity and low soda-content alumina for IC packaging and fine
ceramics production and aromatic chemicals for cosmetics and toiletries, such as
coumarin, a cherry leaf fragrance.

Our investment in smelting companies in New Zealand, Indonesia, Australia,
Brazil, and Venezuela is part of our efforts to ensure a reliable supply of essential
industrial materials. We import aluminum ingots from these smelters for supply
to the Japanese market. In May 1996, our affiliate New Zealand Aluminium
Smelters Ltd., which provides the greatest portion of our aluminum
requirements, completed an expansion of its smelting capacity by 45,000 tons
per year. This expansion augments our ability to secure a stable supply of
aluminum.



Basic CHEMICALS & PETROCHEMICALS GROUP

The Petrochemicals & Plastics Sector produces and sells a wide variety of
petrochemical products. These include olefins; styrene monomer; such polyolefins as
low-density polyethylene, linear low-density polyethylene, and polypropylene;
polystyrene; synthetic rubber; thermoplastic elastomer; and processed plastic
products.

PETROCHEMICALS & PLASTICS SECTOR

n fiscal 1997, our domestic shipment volumes of polyethylene and
polypropylene expanded, supported by rebounding demand. These

.

products’ sales prices also improved over the previous year. Styrene
oy * - monomer prices, however, dropped, pressured by declining overseas market

prices. In Southeast Asia, our polyolefin subsidiary The Polyolefin Company
(Singapore) Pte. Ltd. posted another increase in shipments, bolstered by the

- o . region’s brisk demand.

Sumitomo Chemical is known as a pioneer and a leader in plastics in Japan,

With the completion of its second-phase

expansion, our petrochemical complex in especially in polyolefins, which include polypropylene and polyethylene. We
Singapore serves to further reinforce our . . . . .
operations in the expanding Asia-Pacific rank polyolefins as the most strategically important business in our

region.

Petrochemicals & Plastics Sector and are initiating measures to strengthen our
competitiveness and to enhance our polyolefin operations worldwide.

In November 1996, Phillips Sumika Polypropylene Co. (PSPC), our joint venture
in the United States with Phillips Petroleum Co., started the operation of a new
120,000-ton-per-year gas-phase process polypropylene (PP) plant in Houston,
Texas. Our gas-phase process used in the new PP plant can produce a wide
range of advanced PP grades at low cost using our proprietary high-
performance catalyst.

As part of the second-phase expansion of our petrochemicals operations in
Singapore, our subsidiary, The Polyolefin Company (Singapore) Pte. Ltd. (TPC),
has initiated the operation of new polypropylene (PP), low-density polyethylene
(LDPE), and linear low-density polyethylene (L-LDPE) plants. As a result, TPC’s
total annual production capacity rose to 313,000 tons for polypropylene and to
350,000 tons for polyethylene.

In Japan, we are constructing a 120,000-ton-per-year gas-phase process PP
plant at our Chiba petrochemicals complex. The plant will be completed in the
fourth quarter of 1997. Upon its completion, we will scrap part of our
conventional solvent process PP production facilities in Chiba.



Sumitomo TPE polyolefin thermoplastic
elastomer is under application
development for automotive parts such
as airbag cases.

In November 1996, Sumitomo Chemical established Evolue Japan Co., Ltd., a joint
venture with Mitsui Petrochemical Industries, Ltd. Sumitomo Chemical holds a
25% share of the joint venture. The new company will produce linear low-density
polyethylene (L-LDPE) based on a state-of-the-art gas-phase process that uses a
metallocene catalyst developed by Mitsui. The construction of a new 200,000-ton-
per-year L-LDPE plant is under way at Mitsui’s Chiba Works in Japan, with
completion scheduled for January 1998. Mitsui and Sumitomo will take and
independently market L-LDPE from the new plant. Metallocene-based L-LDPE
boasts excellent strength and sealability and substantially improves polymer
processing productivity. These properties suggest new applications for L-LDPE, for
which strong global demand is anticipated.

In addition to such conventional polyolefins as PP and PE, we are active in
polyolefinic specialty resin markets. Sumitomo TPE polyolefin thermoplastic
elastomer, for example, which offers excellent heat resistance and good
weatherability, chemical resistance, and processibility, is mainly used for
automotive parts. We started supplying the U.S. market with Sumitomo TPE in May
1997 through a locally contracted compounder to meet in a timely manner the
growing demand from the automotive industry in that country.

Our development of innovative technology and products is indispensable to
maintaining and furthering the competitiveness of our polyolefin business. It is
gratifying to see that our achievements in the development of polymerization
catalyst systems for polyolefin, especially gas-phase PP and PE, are being applied
at many commercial plants. We are working on new metallocene catalysts for
polyethylene, rubbers and other polymers. The development of new catalysts
continues to be an important research subject at Sumitomo Chemical.

We are developing high-value-added plastic materials, processed products, and
processing technologies to bolster our polyolefin business. We offer commercial
applications of new polyolefin-based materials, such as flexible polyolefin and
foamed PP, that have a less impact on the environment. Also, we are developing a
gas-barrier film based on oriented polypropylene (OPP) film that can be produced
at a lower cost than competing products. The sample marketing of this film will
commence in fiscal 1998. Sumitomo Press Mold technology, also known as SP-
Mold, a low-pressure plastic-injection-compression-molding technology that we
developed for PP-based automotive interior parts and other large items, has been
licensed to more than 60 companies around the world.

To respond more swiftly and effectively to diverse and changing customer
requirements, we transferred our processed plastic products businesses to a newly
established, wholly owned subsidiary, Sumika Plastech Co., Ltd., in April 1997.
This company undertakes the development, manufacture, sale, and marketing of
mainly polyolefin-based processed plastic products, including Sunply PP sheet, a
substitute for cardboard; Klintate and Klinalpha, special polyolefin films for
agricultural use; and Katawork, PP panel for molding concrete.



SPECIALTY CHEMICALS GROUP

The Fine Chemicals Sector offers a broad range of industrial products: dyestuffs,
organic intermediates and additives, functional resins, and electronic materials for
manufacturing semiconductors. The Sector supplies resorcinol, an important
intermediate of adhesives and heat-sensitive dyes; photoresists for semiconductor
manufacturing; epoxy resins for encapsulating integrated circuits; and Sumikasuper
super-engineering plastics.

FINE CHEMICALS SECTOR

Fine Chemicals Sector
Net Sales

(¥ Billions)
200 1

160
120

80

40

Note: The transitional period, which
comprised three months from January
1, 1995 to March 31, 1995, has been
omitted. Please see Page 20 for the
figures for the period.

Our photoresists for highly-integrated ICs
for their excellent performance.

he Fine Chemicals Sector reported a 15.3% sales increase in fiscal

1997. Photoresists again posted significant sales growth. Revenues

from dyestuff exports increased because of larger shipment volume.
And sales of epoxy resins for IC encapsulation recorded a moderate increase
despite a slowdown in semiconductor production.

We keep abreast of a rapidly changing business environment in fine chemicals
by continuously exploring ways to exploit market demand and to develop
sophisticated technologies for higher-value-added products. A notable example
is our photoresist business. Progress in IC integration is accelerating demand
for advanced photoresists. Our sales volume of photoresists increased
significantly in fiscal 1997, especially in such Asian countries as the Republic of
Korea, despite somewhat slack semiconductor business conditions globally.
Sumitomo Chemical has a 25% share of the world market for i-line
photoresists. In fiscal 1997, we commenced supplying a new-generation
photoresist for highly integrated semiconductors, a krypton fluoride photoresist
for excimer laser lithography (KrF excimer photoresist), in collaboration with
Wako Pure Chemicals Industries, Ltd. of Japan. We produce the KrF excimer
photoresist by combining our proprietary formulation
technologies with the technology licensed from Wako
Pure Chemicals and market the product globally through
our strong network. We are also progressing with the
development of other new-generation photoresists,
including electron beam photoresists.

Our expansion of this Sector’s operations centers around
three strategic global markets: North America, Europe,
and Asia. In North America, our wholly owned U.S.
subsidiary, Sumitomo Chemical America, Inc., opened an
office in Santa Clara, California, in January 1996. In

are renowned worldwide Europe, our Belgian subsidiary, Sumitomo Chemical

Belgium S.A./N.V., focuses on expanding the Sector’s

10



Our extensive expertise in organic synthesis supports . . . . .
our custom synthesis services in pharmaceutical subsidiary in Osaka, provides our domestic customers with a range of

intermediates and other fields.

businesses such as electronic materials and dyestuffs. In the rapidly growing Asian
market, Dong Woo Pure Chemicals Co., Ltd., our joint venture in the Republic of
Korea with Oriental Chemical Industries and Itochu Corporation, will commence
producing photoresists in summer 1997 to satisfy rising demand in Southeast Asia.

The Sector’s globalization efforts are also being accelerated in Japan, with the
establishment of Sumika-Merichem Co., Ltd. at our Oita Works in November 1996.
This 50-50 joint venture with Merichem Co., Ltd., of Houston, Texas, manufactures
synthetic m,p-cresol, an intermediate of agricultural chemicals and additives. This
undertaking increases the capacity utilization of our plant and strengthens the cost-
competitiveness of our m,p-cresol.

Our resorcinol business, which supplies nearly half of the world market, continued
to maintain a strong position in fiscal 1997. This was attributable
chiefly to our superior proprietary hydroperoxidation process, which
is highly cost-competitive and which requires a minimum treatment
of effluents from the manufacturing process. During the fiscal year,
the Sector set up a resorcinol stock base at Sumitomo Chemical
Belgium to ensure a more prompt response and more efficient
delivery to European customers.

Our Sumiepoxy ESCN, an o-cresol novolac-type epoxy resin, has been
widely accepted by the semiconductor industry as an IC encapsulant.
We continue to expend maximum efforts to maintain a stable supply
of our epoxy resins, particularly to satisfy demand from Japanese
semiconductor manufacturers that have shifted their production bases
offshore.

Worldwide, the Sector provides meticulous technical services
alongside its marketing of such dyestuffs as reactive dyes and
disperse dyes. Our technical support centers at Sumitomo Chemical
Belgium and at Sumitomo Chemical Asia Pte Ltd. in Singapore serve
the diverse needs of our customers in Europe and Asia, respectively.
In Japan, Sumika Dyestuffs Technology Co., Ltd., our wholly owned

technical support services.

Over the years, we have acquired extensive expertise in the organic synthesis of
agricultural chemicals, dyestuffs, and electronic materials. That know-how, coupled
with our use of state-of-the-art technology, makes possible our custom synthesis of
products that meet customers’ most exacting individual needs. Custom synthesis is
helping us to build relationships of mutual trust with our customers. We are in
particular increasing our services in pharmaceutical intermediates, reflecting the
growing trend among pharmaceutical companies of outsourcing for their required
intermediates.

11



SPECIALTY CHEMICALS GROUP

The Agricultural Chemicals Sector manufactures and markets an extensive array of
products ranging from plant protection chemicals and household and public hygiene
chemicals to feed additives, fertilizers, and farm materials. Its major product lines
include agricultural insecticides, such as Sumithion, Sumi-Alpha, Danitol, and Orthene;
fungicides, such as Sumilex, Sumico, and Rizolex; household insecticides, such as Neo-
Pynamin, Pynamin Forte, Vaporthrin, and Etoc; and feed additives, such as DL-
methionine and biotin. Almost half of the Sector's agrochemical sales are to overseas
customers in more than 110 countries.

AGRICULTURAL CHEMICALS SECTOR

\
Agricultural Chemicals Sector
Net Sales
(¥ Billions) ales by the Agricultural Chemicals Sector increased 7.8% in fiscal 1997.
100 — Our plant protection chemicals and public hygiene chemicals recorded
]_‘ S steady sales growth at home and abroad. Exports grew, supported by
80 —
the depreciation of the yen, and our overseas subsidiaries Valent U.S.A.
60 Corporation, Philagro France S.A., and KenoGard S.A. in Spain reported strong
performances.
40
20 Market conditions for agricultural chemicals were favorable in Japan during the
P S B A fiscal year under review. A hot summer, coupled with our promotional
92 93 94 96 97 . . . . .
campaigns, increased demand particularly for our pyrethroid product line.
oo e ot from Sanonry Among products that achieved significant sales increases were Rody and
émllftiztglg"aasrgzeilpalé’fgohfisr been Agrothrin, pyrethroids that treat diverse crops, and our household insecticides
figures for the period. Etoc and Vaporthrin.

Japan is undergoing a government-led reform of agriculture that targets more
efficient farming. This requires, among other things, the use of higher-
performance fertilizers to increase agricultural productivity. Sales of our high-
performance fertilizer product line, including Sumishort, a compound fertilizer

. containing a plant growth regulator, and SR Coat, a slow-
release compound fertilizer, thus increased for the second
consecutive year.

Fiscal 1997 also was another good year for our major
subsidiaries in overseas markets. Valent U.S.A. Corporation
posted improved results backed by sales increases of its
main products Select and Cobra, which are herbicides for
soybeans and cotton. Philagro France S.A. expanded its sales
of Sumisclex (Sumilex), a fungicide for fruit and vegetables,
and in Spain KenoGard S.A. enjoyed strong demand for

~ Sumisclex and for Juvenoid (Admiral), an insect growth

We are making continuous efforts to develop new products while regulator.
ensuring safety and minimum impact on the environment.
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The People’s Republic of China was blessed with an excellent harvest in 1996. This
boosted our exports to the country of such products as Sumilex; Meothrin (Danitol),
a pyrethroid insecticide for crop protection; Resource and Sumisoya, herbicides for
soybeans and corn; and DL-methionine, a feed additive. Demand from China for
DL-methionine has been especially brisk since the previous fiscal year because of
the growing consumption of stock farm materials in China.

We have been globalizing every aspect of the Sector’s business activities, from
research and development to marketing, by establishing regional offices and
subsidiaries worldwide for closer access to customers. We opened, for example, a
household insecticide representative office in Chicago in June 1996. This office
functions as a local base for product development in North America. Through the
office, we will expedite the registration of our household insecticides and provide
better technical services to our North American customers.

We also demonstrated our commitment to globalization
by establishing a wholly owned household and public
hygiene chemicals subsidiary in Kuala Lumpur, Malaysia,
in October 1996. The new subsidiary, Sumitomo
Chemical Enviro-Agro Asia Pacific Sdn. Bhd., will begin
operations by fall 1997. Equipped with a laboratory, it
will develop and promote household and public hygiene
chemicals for the fast-growing Asia-Pacific region.

Reinforcing the functions of our existing regional bases
is another way in which we are implementing our global
strategy. In October 1996, Philagro France acquired a

Our expanding overseas regional network is the driving force for the test field in Orléans to develop herbicides and fungicides

further globalization of our operations.

that better meet local needs and conditions. Operations
at the test field are scheduled to start in fall 1997.

The People’s Republic of China is a country where we need to increase our direct
presence more rapidly. Our Beijing representative office, opened in 1995, is
playing a key role toward this end. In fiscal 1997, the office entered into consultant
agreements with government authorities in China’s major provinces. Our technical
representatives will render firsthand assistance to local authorities in solving
agricultural problems. The Beijing office will serve as our stronghold for exploring
many business opportunities in China’s potentially huge market.

Past investment in the development of innovative products is beginning to pay off.
Several new products are scheduled for launching in 1997. They include
furametpyr, a fungicide for rice sheath blight, and imiprothrin, a super-quick
knockdown agent for household insects. This Sector’s R & D emphasizes speeding
up the development of promising compounds in the research pipeline to broaden
the Sector’s product portfolio. Examples include a potential fungicide for rice blast
and a potential herbicide for corn and soybeans.

13



SPECIALTY CHEMICALS GROUP

Sumitomo Pharmaceuticals Co., Ltd., a subsidiary 75% owned by Sumitomo Chemical,
is central to our Pharmaceuticals Sector. The Sector also includes joint ventures with
overseas pharmaceutical companies.

PHARMACEUTICALS SECTOR
\

Pharmaceuticals Sector

Net Sales
(¥ Billions) he Pharmaceuticals Sector’s sales dropped 10.0% from the previous
220 fiscal year. This decline is attributable to the exclusion of sales by
200 ] ’_‘ H Nihon Medi-Physics Co., Ltd., a radio-pharmaceutical company, from
- ] the Sector’s sales in fiscal 1997 because of its change in status from a
subsidiary to an affiliate. Sumitomo Pharmaceuticals, meanwhile, reported solid
100 revenue growth. The sales of products developed by the company, such as
- Amlodin, a calcium antagonist; Meropen, a carbapenem antibiotic; and Didronel,
a bone disorder drug, increased significantly.
ol L 1L JL |

‘92 93 94 96 97

Note: The transitional period, which Sumitomo Pharmaceuticals’ major products include Sumiferon natural alpha

comprised three months from January i H ,
1. 1995 to March 31, 1095, has been interferon and Genotropin natural human growth hormone. The company’s
omitted. Please see Page 20 for the recent development of new indications and formulations increases the

figures for the period. o ]
advantage these products have over similar products on the market. Sumiferon

has been used for treating chronic active hepatitis C. We are awaiting approval
for a new indication for Sumiferon in Japan as a treatment for chronic persistent
hepatitis C. We also are seeking approval from Japan’s health authorities for
Sumiferon MP, a sustained-release formulation. This formulation maintains the
active ingredient of the drug in a patient’s blood at a constant level for several
days, thereby reducing the frequency of patients’ hospital visits for injections of
the drug and alleviating the side effects that result from repeated injections.

Sumitomo Pharmaceuticals also applied in fiscal 1997 for the
approval of Genotropin as a treatment for short stature with chronic
renal failure. In May 1996, we launched Genotropin Penl6 in Japan, a
o new injector exclusively designed for Genotropin and manufactured
by Pharmacia & Upjohn, Inc. The injector is equipped with a digital
¥ counter that indicates the exact dosage, allowing patients to easily

‘o
A ]

L

and accurately measure and inject the drug by themselves.

Approximately five million people suffer from osteoporosis in Japan.
Sumitomo Pharmaceuticals provides high quality In July 1996, Didronel, a bone disorder drug that we licensed from
PETIPEERIITEELS U9 [FrOUEEs e MM AR [Eelfia. the Proctor and Gamble Company, was approved for treatment of
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this disease in Japan. We have high hopes for the success of Didronel, which we
believe strongly addresses the therapeutic needs of osteoporosis patients.

Sumitomo Pharmaceuticals is developing promising drugs with the potential to
succeed Sumiferon and Genotropin as its major products. In December 1996,
Sumitomo Pharmaceuticals launched Sediel, its proprietary serotonergic
antianxiety and antidepression drug, in Japan. Because Sediel’s side effects,
such as drowsiness and dizziness, are moderate and its drug dependency is
low, neurosis patients can use this drug regularly. Other promising drugs
include Zyrtec, an antiallergy drug jointly developed by Sumitomo
Pharmaceuticals and Belgium’s UCB S.A. that is expected to be approved for
sale in Japan in fiscal 1998.

Sumitomo Pharmaceuticals bolsters its product line of drugs not only
by in-house development but by collaborative development with
overseas pharmaceutical companies. In September 1996, the
company obtained the exclusive rights from NeXster
Pharmaceuticals, Inc., of the United States to develop and sell
AmBisome, an antifungal agent with reduced fever and renal failure
side effects, in Japan. AmBisome is highly effective for deep mycoses,
which sometimes occur in immunocompromised patients after an
organ transplant operation.

To further its sales growth, Sumitomo Pharmaceuticals is expanding
its business activities outside Japan. The company launched Almarl, a
drug for hypertension and angina, in the People’s Republic of China
during 1996. It also obtained permission to import Sepatren, a
cephalosporin antibiotic, to China in April 1997. In addition, the
company is conducting clinical studies in China on its carbapenem

Nihon Medi-Physics develops a variety of diagnostic . . . .. . .
S R R R e e e e Tl L el antibiotic Meropen. It is also conducting clinical studies on Meropen in

of society.

Taiwan, with Holding Co., Ltd., and in the Republic of Korea, with
Yuhan Corporation. Sales of Meropen will start within 1997 in Taiwan and
Korea. Dops, a drug approved in Japan for the treatment of Parkinson’s disease,
is in Phase Il of clinical studies in Germany, France, and the United Kingdom
for use in treating multisystem atrophy and is in Phase Il of clinical studies in
Portugal and Sweden for use in treating familial amyloidotic polyneuropathy.

Nihon Medi-Physics Co., Ltd. became an equally owned joint venture company
of Sumitomo Chemical and Amersham International plc, of the United
Kingdom, in October 1996 when Amersham raised its shareholding from 20%
to 50%. In September 1996, Nihon Medi-Physics had integrated the diagnostics
operation of Amersham Kabushiki Kaisha, a Japanese subsidiary of Amersham
International, into its business operations. Nihon Medi-Physics will be better
able to develop business opportunities with its product line broadened by the
closer alliance.

15



Sumitomo Chemical’'s Commitment to
Quality, Safety, and the Environment

umitomo Chemical is strongly committed to

supplying high-quality products and services,

assuring product safety, minimizing the
environmental impact of its activities, and protecting the
global environment.

This commitment dates back to our inception in 1913. In
the early 20th century, sulfur dioxide emissions from copper
smelting operations caused an environmental problem in the
Besshi Copper Mine in Ehime Prefecture, Japan. To alleviate
the problem, our predecessor, the House of Sumitomo,
constructed a fertilizer plant at the mine to produce calcium
superphosphate fertilizers from the sulfur dioxide. Those
operations represent the origin of Sumitomo Chemical’s
business.

To date, we continue to undertake a variety of measures
in every phase of our operations, including quality control,
safety assurance, environmental management, and global
environmental protection, that contribute to the betterment
of society. To more effectively promote those measures, we
produced a Corporate Policy on Product Quality, Safety, and
the Environment in April 1994.

Subsequently, we established a Corporate Guideline for
Responsible Care Activities to effectively implement this
policy. The guideline states specific yearly goals and action
plans. We also organized a Responsible Care Committee that
comprises the members of our Board of Directors who are in
charge of our business sectors to take the initiative and to
coordinate our Responsible Care activities.

We believe that the continuous assessment and
evaluation of our operations will be a key factor in the
success of our Responsible Care activities. We regularly
perform internal audits, such as the Responsible Care Audit
by the members of our Responsible Care Committee; the
Environmental Audit, which conforms to ISO 14000
standards; and the Safety Audit, which accords with our
Corporate Guideline for Process Safety Management.

(1) Zero accidents and zero injuries

Our business activities are centered around the goal of stable
operations with zero accidents and zero injuries. Our
concerted efforts to this end put our 1996 frequency rate of
injury incidents well below the Japanese chemical industry
average.

Trends in Frequency Rates*
2.5

2.0 Japan
Chemical

Industry

15 Data
Japan

10 Chemical
0.5 Sumitomo

’ Chemical Co.

Data
0
74 '80 '85 '90 '96

*Note: Frequency Rate (FR) =
Number of disabling injuries X 1,000,000 / [Total working hours]

Disabling injuries =
Injuries causing employees to leave their workplace for at least one day.

(2) Efforts to mitigate global warming

We constantly endeavor to take measures that may lead to
the mitigation of global warming. Among them is reducing
our energy consumption. Parent company Sumitomo
Chemical Co., Ltd. consumed 58% less energy in 1996 than
in 1976. We are also promoting the development of energy-
efficient processes and innovative technologies, such as
biotechnology-based carbon dioxide gas fixation.

Corporate Policy on Product Quality, Safety, and the Environment

1. To supply high-quality products and services that satisfy customer needs and ensure safety in their use;

2. To maintain zero-accident and zero-injury operations and the safety of our employees and neighboring communities;

3. To ascertain the safety of raw materials, intermediates, and products, and prevent our employees, distributors, customers and consumers from

being exposed to any possible hazard;

4. To continually assess and reduce environmental loads at all operational stages, from product development through disposal, and to exert all

practical environmental protection measures.



I ] We are taking voluntary measures to reduce the
Cumulative Energy Savings

(based on 1976 standard) environmental impact of our operations. We are, for
(%) example, voluntarily reducing low-concentration hazardous
e air pollutants and complying with the OECD’s guideline
50 Pollutant Release and Transfer Register (PRTR), which has
yet to be legislated. In addition, we are developing
& manufacturing processes with low environmental loads and
30 products that will be useful in preventing water
20 contamination.
10 Trends in NOx Emissions

L (Sumitomo Chemical Co., Ltd.)

'76 '80 '85 '90 '96
9,000

(3) Processes and products with less environmental impact 6,000

Yearly emissions (t/y)

For many years, we have striven to reduce the emissions and
effluents from our industrial activities. The emissions of SOx

. 3,000
and NOx at the parent company in 1995 fell below 1973
levels by 95% and 72%, respectively. During the same I I
period, the parent company’s COD (chemical oxygen

73 '74 '80 '83 '86 '90 '91 '92 '93 '94 '95 '96

o

demand) was reduced 84%.

Trends in SOx Emissions Trends in COD
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Consolidated Financial Summary

Sumitomo Chemical Company, Limited

Billions of yen (except per 1,000 shares)

Years ended December 31,

Three Months
ended March 31, Years ended March 31,

1992 1993 1994 1995 1996 1997
Results of operations:
Sales by business segment:
Basic Chemicals & Petrochemicals ¥ 4949 ¥ 4294 ¥ 4399 ¥ 1082 ¥ 4709 ¥ 511.2
Specialty Chemicals:
Fine chemicals 183.7 181.1 188.1 67.8 174.5 201.2
Agricultural chemicals 92.5 78.9 83.9 21.8 101.6 109.5
Pharmaceuticals 225.6 229.1 234.9 30.0 174.4 156.9
501.8 489.1 506.9 119.6 450.5 467.6
Others 215 18.0 31.6 4.1 30.5 32.8
Net sales 1,018.2 936.5 978.4 231.9 951.9 1,011.6
Overseas operations 146.2 122.8 142.2 35.2 171.6 203.8
Operating income 53.7 36.8 36.2 9.0 54.8 56.8
Income before income taxes 40.3 32.8 17.8 0.6 29.6 48.3
Net income (loss) 16.4 12.8 8.9 0.9) 18.5 21.5
Net income (loss) per 1,000 shares (yen) ¥ 10,085 ¥ 7874 ¥ 5470 ¥ (527) ¥ 1,425 ¥ 13,239
Financial position (at year-end):
Total current assets ¥ 6670 ¥ 661.1 ¥ 6640 ¥ 6386 ¥ 6251 ¥ 624.8
Net property, plant and equipment 409.8 444.3 481.8 480.3 474.7 493.5
Investment and other non-current assets 205.1 208.4 209.7 212.9 222.7 235.1
Total assets 1,287.0 1,318.3 1,370.8 1,346.3 1,333.6 1,358.2
Total shareholders’ equity 242.0 247.8 251.3 245.6 265.7 282.7
Book value per 1,000 shares (yen) ¥149,226 ¥152,815 ¥154,993 ¥151,473 ¥163,851 ¥174,356
General:
For the year:
Capital expenditures ¥ 766 ¥ 996 ¥ 589 ¥ 180 ¥ 637 ¥ 720
Depreciation and amortization 63.5 64.2 66.6 16.6 67.1 62.4
Research and development expenses 58.7 57.1 55.3 13.8 54.5 54.9
Dividends per 1,000 shares (yen) ¥ 6,000 ¥ 3,000 ¥ 3000 ¥ 750 ¥ 3,000 ¥ 5,000
At year-end:
Employees 14,994 15,327 17,426 17,224 16,769 16,262
Shareholders of record 173,933 168,115 156,529 155,717 151,398 147,300
Consolidated subsidiaries 18 27 41 46 57 62
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Financial Review

The following comments should be read in conjunction
with “To Our Shareholders” (pages 2—-3),”Review of
Operations” (pages 6-15) and the consolidated financial
statements (pages 26—36). U.S. dollar amounts are trans-
lated from yen, for convenience only, at ¥124.10 =$1, the
rate prevailing on March 31, 1997.

Consolidated net sales for the fiscal year ended
March 31, 1997 totaled ¥1,011.6 billion (US$8,151 mil-
lion), a 6% increase from ¥951.9 billion for the fiscal
year ended March 31, 1996. Operating income increased
4% to ¥56.8 billion (US$458 million), income before
income taxes increased 63% to ¥48.3 billion (US$389
million), and net income increased 16% to ¥21.5 hillion
(US$173 million), respectively over the previous fiscal
year.

Analysis of Sales

Net sales for the fiscal year ended March 31, 1997
increased 6% from the previous fiscal year. The sales of
the Basic Chemicals & Petrochemicals segment were up
9% to ¥511.2 billion (US$4,119 million) thanks to
increased shipments both in Japan and abroad. The
sales of the Specialty Chemicals segment increased 4%
to ¥467.6 billion (US$3,768 million). Steady sales growth
was posted with respect to plant protection chemicals,
household and public hygiene chemicals, and semicon-
ductor-related products such as photoresists and epoxy
resins. Overseas operations of these products expanded

Net Income per 1,000 Shares

owing to favorable market demand and the weaker yen.
On the other hand, the sales of pharmaceuticals
declined because Nihon Medi-Physics Co., Ltd. was re-
classified as an affiliate from its previous status of a con-
solidated subsidiary owing to the Company’s sharehold-
ing ratio being reduced from 75% to 50%, and, as a
result, its sales were excluded from the consolidated fig-
ures in the fiscal year ended March 31, 1997. The sales
of the Others segment were ¥32.8 billion (US$264 mil-
lion), 7% greater than the previous fiscal year.

Results of Operations
The cost of sales for the fiscal year ended March 31,
1997 was ¥760.4 billion (US$6,128 million), compared
with ¥708.6 billion for the previous fiscal year. The cost
of sales ratio was 75%, higher than the previous fiscal
year figure of 74%. Selling, general and administrative
expenses increased 3% to ¥194.4 billion (US$1,566 mil-
lion), from ¥188.5 billion for the previous fiscal year.
Operating income amounted to ¥56.8 billion (US$458
million), up 4% from ¥54.8 billion for the previous fiscal
year. The ratio of operating income to net sales was
5.6%, compared with 5.8% for the previous fiscal year.
Research and development expenses for the fiscal
year ended March 31, 1997 were ¥54.9 billion (US$442
million), almost the same as ¥54.5 hillion in the fiscal year
ended March 31, 1996. Annual depreciation and amortiza-
tion expenses were ¥62.4 billion (US$503 million), 7%
lower than ¥67.1 billion in the previous fiscal year.

Research and Development

Net Income
(¥ Billions)
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Interest expenses, net of interest and dividend
income, for the fiscal year ended March 31, 1997 were
¥16.2 billion (US$131 million), staying close to ¥16.4
billion for the fiscal year ended March 31, 1996. Equity
in earnings of unconsolidated subsidiaries and affiliates
amounted to ¥6.4 billion (US$52 million), compared
with ¥7.8 billion a year earlier. Minority interest posted
a loss of ¥1.1 billion (US$9 million), as opposed to a
¥3.9 billion loss for the previous fiscal year.

The gain on sale of securities for the fiscal year
ended March 31, 1997 was ¥4.1 billion (US$33 million),
greater than the previous fiscal year level of ¥1.3 billion.
No past period service costs of employees’ pension plan
of the Company were recorded in the non-operating
expenses for the fiscal year ended March 31, 1997, com-
pared with ¥8.7 billion for the previous fiscal year. Gain
on foreign currency transaction was ¥2.8 billion (US$23
million), compared with ¥0.7 billion a year earlier.

Income before income taxes for the fiscal year
ended March 31,1997 was ¥48.3 billion (US$389 mil-
lion), 63% greater than in the last fiscal year. The
income taxes were ¥26.9 billion (US$216 million), com-
pared with ¥11.1 billion for the previous fiscal year.

Net income rose 16% to ¥21.5 billion (US$173 mil-
lion) for the fiscal year ended March 31, 1997, from
¥18.5 billion in the fiscal year ended March 31,1996.
Return on equity (ROE) was 7.8%, compared with 7.2%
in the previous fiscal year. Net income per 1,000 shares,
based on the weighted average number of shares out-
standing during the fiscal year ended March 31, 1997,
was ¥13,239 (US$106.68), compared with ¥11,425 a
year earlier. Annual dividends for the fiscal year ended
March 31, 1997 were ¥5,000 (US$40.29) per 1,000

Industry Segment Results
Fiscal years ended March 31, 1997 and March 31, 1996

shares, ¥2,000 (US$16.12) higher than in the fiscal year
ended March 31, 1996.

Segment Information

Sumitomo Chemical’s operations are classified into
three principal business segments: Basic Chemicals &
Petrochemicals, Specialty Chemicals and Others.

Basic Chemicals & Petrochemicals:

The operating income for the fiscal year ended March
31, 1997 dropped 27% to ¥10.1 billion (US$81 million)
from ¥13.8 billion for the fiscal year ended March 31,
1996. The operating income ratio of the Basic
Chemicals & Petrochemicals segment was 2.0%, com-
pared with 2.9% for the previous fiscal year.

The Japanese basic chemical and petrochemical
markets have shown moderate growth. The shipping
volume increased with respect to polyolefin products,
synthetic fiber raw material and aluminum. The domes-
tic sales prices of polyolefin products showed an upturn
reflecting a rise in naphtha and other raw material
prices, while those of synthetic fiber raw materials and
styrene monomer dropped, hit by a decline in overseas
market prices. Although the Basic Chemicals &
Petrochemicals segment achieved sales increases and
cost reductions, they were not large enough to entirely
offset a negative impact resulting from higher purchase
prices of raw materials, causing operating income of
this segment to decline. In the Southeast Asian market,
sales of polyolefin products increased despite lower
product prices than in the year before.

This segment encompasses such products as organ-
ics, inorganics, plastics, synthetic rubber, MMA (methyl

Millions of yen

Basic

Chemicals

& Petro- Specialty
Year ended March 31, 1997 chemicals Chemicals Others Unallocated Consolidated
Sales to unaffiliated customers ¥511,151 ¥467,650 ¥32,796 ¥1,011,597
Operating income 10,084 41,630 5,279 ¥(186) 56,807
Operating income ratio 2.0% 8.9% 16.1% 5.6%
Operating income growth (decrease) (27.1)% 13.6% 24.5% 3.6%
Year ended March 31, 1996
Sales to unaffiliated customers ¥470,866 ¥450,527 ¥30,523 ¥ 951,916
Operating income 13,828 36,632 4,241 ¥ 112 54,813
Operating income ratio 2.9% 8.1% 13.9% 5.8%
Operating income growth 5,218.5% 16.4% 0.5% 51.6%
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methacrylate), optically functional films and aluminum.
Major consolidated subsidiaries that belong to this seg-
ment are The Polyolefin Company (Singapore) Pte. Ltd.,
a producer of low-density polyethylene and polypropy-
lene mainly for the Southeast Asian market, and Kaito
Chemical industry Co., Ltd., a manufacturer of synthetic
resin laminates and films used in various industries.
Sumika A&L Inc., a manufacturer of ABS (acrylonitrile
butadiene styrene) resin and SBR (styrenebutadiene rub-
ber) latex, was newly included as a consolidated sub-
sidiary in the fiscal year ended March 31, 1997.

Specialty Chemicals:

The Specialty Chemicals segment consists of three sec-
tors: fine chemicals, agricultural chemicals, and pharma-
ceuticals. The operating income of this segment for the
fiscal year ended March 31, 1997 amounted to ¥41.6
billion (US$335 million), an increase of 14% from ¥36.6
billion for the previous fiscal year. The operating income
ratio was 8.9%, compared with 8.1% for the previous
fiscal year.

Fine chemicals and agricultural chemicals sectors
contributed much to the increase of the operating
income in this segment. Specifically, photoresists for
semiconductor manufacturing, plant protection chemi-
cals and household and public hygiene chemicals post-
ed significant sales growth both in Japan and abroad,
supported by higher export sales prices resulting from
the weaker yen. It should be pointed out that profits
from Nihon Medi-Physics Co., Ltd., which is engaged in
the radio pharmaceutical business, were excluded from
the consolidated operating income, because the status
of the company changed from a consolidated subsidiary

Breakdown of Sales by Product

(¥ Billions)
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to an affiliate as a result of the reduction of Company’s
shareholding ratio from 75% to 50% in the fiscal year
ended March 31, 1997.

Major consolidated subsidiaries of this segment
include: Sumitomo Pharmaceuticals Co., LTD, a core
entity of the pharmaceuticals sector; Shinto Paint Co.,
Ltd., a manufacturer of paints; Valent U. S. A.
Corporation, a U.S.-based subsidiary for the develop-
ment and marketing of plant protection chemicals in
Americas; Philagro France, a subsidiary for the develop-
ment and marketing of plant protection chemicals; and
Agros Corporation, which conducts the formulation and
marketing of agricultural chemicals in the Japanese mar-
ket. Among subsidiaries newly consolidated in the fiscal
year ended March 31, 1997 are Sanken Chemical Co.,
Ltd., a manufacturer of plasticizers and peroxides, and
STI Technology Inc., which is engaged in manufacturing
of color filters for TFT (thin filter transistor)-type LCDs.

Others:

The operating income of the Others segment was ¥5.3
billion (US$43 million) for the fiscal year ended March
31, 1997, up 24% from ¥4.2 billion in the previous fis-
cal year. The operating income ratio of this segment
was 16.1%, compared with 13.9% a year earlier. This
segment encompasses electricity power supply by
Sumitomo Joint Electric Power Co., Ltd., engineering
services for plant construction by Sumitomo Chemical
Engineering Co., Ltd., chemical and mechanical analysis
services by Sumika Chemical Analysis Service, Ltd., and
cargo transportation services by Nisshin Transportation
Co., Ltd., and Seiko Co., Ltd.

Overseas Operations

(¥ Billions)
200
150
Asia 54.2%
100
North America 21.6%
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— Western Europe 15.0%
/Middle East and Africa 3.1%
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Overseas Operations

Revenues from overseas operations, including both sales
by overseas subsidiaries and exports from Japan, for the
fiscal year ended March 31, 1997 were ¥203.8 billion
(US$1,642 million), 19% higher than ¥171.6 billion in
the previous fiscal year. Overseas revenues rose as a
result of the increased sales of agricultural chemicals by
Valent U.S.A. Corporation, the larger exports of specialty
chemicals, and expanded sales of polyolefin products by
The Polyolefin Company (Singapore) Pte. Ltd. in the
Southeast Asian market. The ratio of revenues from
overseas operations to net sales was 20.1%, compared
with 18.0% for the previous fiscal year.

Financial Position
Current assets as of March 31, 1997 amounted to
¥624.8 billion (US$5,035 million), almost the same as
¥625.1 billion in March 31, 1996. Current liabilities
were ¥620.1 billion (US$4,997 million), up 7% from
¥579.4 billion at the end of the previous fiscal year. The
current ratio was 100.8%, compared with 107.9% as of
March 31,1996. Investments and other non-current
assets as of March 31,1997 totaled ¥235.1 billion
(US$1,895 million), up 6% from ¥222.7 billion as of
March 31, 1996. The total value of property, plant and
equipment was ¥493.5 billion (US$3,977 million), com-
pared with ¥474.7 billion at the end of the previous fis-
cal year. Total assets were ¥1,358.2 billion (US$10,944
million) and ¥1,333.6 billion at March 31, 1997 and
March 31, 1996, respectively.

Total debt (short-term and long-term borrowing
from banks, debt on bonds and notes, commercial
paper, and trade notes discounted) as of March 31, 1997

Current Assets

Total Assets

amounted to ¥618.4 billion (US$4,983 million), a 4%
decrease from ¥643.3 billion in March 1996.
Shareholders’ equity was ¥282.7 billion (US$2,278 mil-
lion) at the end of the current year, 6% higher than the
previous fiscal year’s ¥265.7 billion. The ratio of share-
holders’ equity to total assets was 20.8% as of March
31, 1997, compared with 19.9% in the year before. The
number of shares issued and outstanding as of March
31, 1997 was 1,621,678,276 shares, unchanged from
the figure recorded on March 31, 1996. Retained earn-
ings amounted to ¥171.3 billion (US$1,386 million), an
11% increase from ¥154.7 billion as of March 31, 1996.

Geographic Information

Net sales and operating income from operations outside
Japan for the fiscal year ended March 31,1997 were
¥97.1 billion (US$783 million) and ¥9.0 billion (US$73
million), respectively, accounting for 10% and 16% of
the corresponding consolidated totals. Overseas assets
as of March 31, 1997 amounted to ¥127.0 billion
(US$1,024 million), with the ratio of overseas assets to
total assets being 9%.

Cash Flows

Cash from operations totaled ¥82.3 billion (US$663 mil-
lion) for the fiscal year ended March 31, 1997, down
from ¥90.0 billion for the fiscal year ended March 31,
1996. Proceeds from sales of securities and property,
plant and equipment were ¥14.5 billion (US$116 mil-
lion), a decline from ¥26.6 billion in the previous fiscal
year. These proceeds as well as funds procured from
long-term debt amounting to ¥60.7 billion (US$489 mil-
lion), compared with ¥59.7 billion for a year earlier,

Shareholders’ Equity

(¥ Billions) (¥ Billions) (¥ Billions)
800 1,400 300
600 1,050 225
400 700 150
200 350 75
0 0 0

‘92 '93 94 96 97 92 '93 94 96 97 ‘92 93 94 96 97
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were primarily used to finance those items described in
the following table.

Billions of yen

Year ended Year ended

March 31  March 31
1997 1996
Property, plant and equipment ¥72.4 ¥66.3
Shor-term investments and
marketable securities 3.5 4.1
Non-current investment 12.2 15.8
Net decrease of long-term debt and
reduction of short-term debt and
discounted trade notes receivables 94.2 95.5
Dividends 4.9 1.2

Breakdown of Capital Expenditures

Capital Expenditures

Capital expenditures for the fiscal year ended March 31,
1997 increased 13% to ¥72.0 billion (US$580 million)
from ¥63.7 billion for the fiscal year ended March 31,
1996, due mainly to expenditures associated with the
second-phase expansion of The Polyolefin Company
(Singapore) Pte. Ltd. Expenditures for new plants and
expansions accounted for 60% of the total outlays for
the fiscal year ended March 31, 1997 and 52% of those
for the fiscal year ended March 31, 1996. The break-
down of the capital expenditures is shown below.

Billions of yen

Three months

ended
Years ended December 31, March 31, Years ended March 31,
1992 1993 1994 1995 1996 1997

New plants and expansions:
Basic Chemicals & Petrochemicals ¥ 7.3 10% ¥10.3 10% ¥ 6.9 12% ¥ 04 2% ¥11.3 18% ¥28.3 39%
Specialty Chemicals 17.8 23 23.1 23 19.0 32 54 30 12.1 19 13.7 19
Others 09 1 08 1 08 1 — — 99 15 1.1 2

Subtotal 26.0 34 342 34 26.7 45 5.8 32 33.3 52 43.1 60
Rationalization of
production processes 57 7 138 14 1.7 3 12 7 47 7 51 7
Research and development 83 1 9.0 9 8.7 15 1.8 10 45 7 37 5
Others 36.6 48 42.6 43 21.8 37 9.2 51 21.2 34 20.1 28

Total ¥76.6 100 ¥99.6 100 ¥58.9 100 ¥18.0 100 ¥63.7 100 72.0 100

Capital Expenditures

(¥ Billions)

100
75
50
25
0

'92 '93 ‘94 ‘96 ‘97
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Consolidated Balance Sheets

Sumitomo Chemical Company, Limited

Millions of yen

Thousands of
U.S. dollars (Note 1)

March 31 March 31 March 31
Assets 1997 1996 1997
Current assets:
Cash and cash investments (Note 3) ¥ 40,793 ¥ 67,055 $ 328,710
Short-term investments 1,478 1,943 11,910
Marketable securities (Note 4) 52,891 52,408 426,197
Receivables—
Trade notes and accounts
Unconsolidated subsidiaries and affiliates 57,672 59,151 464,722
Other 260,203 252,726 2,096,720
Other 21,974 19,541 177,067
Allowance for doubtful receivables (2,463) (2,651) (19,847)
337,386 328,767 2,718,662
Inventories 182,162 164,990 1,467,865
Other 10,093 9,918 81,329
Total current assets 624,803 625,081 5,034,673
Investments and other non-current assets:
Investment securities (Note 4) 47,825 47,426 385,375
Investments in and loans to unconsolidated
subsidiaries and affiliates 149,291 128,855 1,202,990
Other 39,107 47,470 315,124
Allowance for doubtful receivables (1,090) (1,021) (8,783)
235,133 222,730 1,894,706
Property, plant and equipment (Note 4):
Land 77,730 79,306 626,350
Buildings and structures 383,451 382,048 3,089,855
Machinery and equipment 844,651 797,569 6,806,213
Construction in progress 49,902 22,994 402,111
1,355,734 1,281,917 10,924,529
Less accumulated depreciation (862,246) (807,230) (6,947,994)
493,488 474,687 3,976,535
Other assets
Excess of cost over equity in net assets acquired 1,331 7,333 10,725
Other 3,405 3,807 27,438
4,736 11,140 38,163
¥1,358,160 ¥1,333,638 $10,944,077

See accompanying notes.
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Thousands of

Millions of yen U.S. dollars (Note 1)
. . March 31 March 31 March 31
Liabilities and Shareholders’ Equity 1997 1996 1997
Current liabilities:
Short-term debt (Note 4) ¥ 203,533 ¥ 199,798 $ 1,640,073
Long-term debt due within one year (Note 4) 74,400 72,123 599,517
Payables—
Trade notes and accounts
Unconsolidated subsidiaries and affiliates 55,580 52,867 447,865
Other 151,917 141,330 1,224,149
Other 35,176 33,013 283,449
242,673 227,210 1,955,463
Accrued expenses 32,997 31,798 265,890
Income taxes and enterprise tax payable (Note 5) 24,075 8,600 193,997
Other 42,433 39,863 341,926
Total current liabilities 620,111 579,392 4,996,866
Long-term debt due after one year (Note 4) 337,582 366,867 2,720,242
Retirement benefits (Note 6) 40,566 40,282 326,882
Provision for income taxes and enterprise tax (Note 5) 5,784 4,847 46,608
Other non-current liabilities 28,242 30,827 227,573
Minority interest in consolidated subsidiaries 43,127 45,710 347,518
Contingent liabilities (Note 8)
Shareholders’ equity:
Common stock, par value ¥50 per share;
Authorized —5,000,000,000 shares
Issued —1,621,678,276 shares at March 31, 1997
and March 31, 1996 81,460 81,460 656,406
Capital surplus 13,206 13,206 106,414
Legal reserve (Note 7) 16,822 16,335 135,552
Retained earnings 171,262 154,714 1,380,032
Treasury stock, at cost (2 2) (16)
Total shareholders’ equity 282,748 265,713 2,278,388
¥1,358,160 ¥1,333,638 $10,944,077

See accompanying notes.
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Consolidated Statements of Operations

Sumitomo Chemical Company, Limited

Millions of yen

Thousands of

U.S. dollars (Note 1)

Year Year Three months Year
ended ended ended ended
March 31 March 31 March 31 March 31
1997 1996 1995 1997
Net sales ¥1,011,597 ¥951,916 ¥231,932 $8,151,467
Cost of sales 760,439 708,571 180,400 6,127,631
Selling, general and administrative expenses 194,351 188,532 42,509 1,566,084
Operating income 56,807 54,813 9,023 457,752
Other income (expenses):
Interest and dividend income 4,890 8,725 1,677 39,404
Interest expense (21,131) (25,132) (7,431) (170,274)
Minority interest (1,056) (3,935) 75 (8,509)
Equity in earnings of unconsolidated subsidiaries and affiliates 6,425 7,800 687 51,773
Gain on sale of securities 4,103 1,321 351 33,062
Gain on sale of property, plant and equipment 1,254 3,064 64 10,105
Loss on disposal of property, plant and equipment (1,668) (2,681) (306) (13,441)
Past period service costs of employees’ pension plan (153) (8,684) (889) (1,233)
Amortization of consolidation difference 430 (2,821) (808) 3,465
Natural disaster casualty loss — (806) (1,546) —
Gain (loss) on foreign currency transactions 2,807 680 (1,346) 22,619
Other—net (4,388) (2,757) 1,003 (35,359)
Income before income taxes 48,320 29,587 554 389,364
Income taxes (Note 5):
Current 27,190 9,705 1,471 219,098
Deferred (339) 1,354 (63) (2,732)
26,851 11,059 1,408 216,366
Net income (loss) ¥ 21,469 ¥ 18,528 ¥  (854) $ 172,998
yen U.S. dollars (Note 1)
Net income (loss) per 1,000 shares ¥ 13,239 ¥ 11,425 ¥ (527) $ 106.68
Dilutive net income per 1,000 shares 12,904 1,228 — 103.98

See accompanying notes.
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Consolidated Statements of Shareholders’ Equity

Sumitomo Chemical Company, Limited

Millions of yen

Shares of

common
stock Common Capital Legal Retained
(thousands) stock surplus reserve earnings

Balance at December 31, 1994 1,621,678 ¥81,460 ¥13,206 ¥15,726 ¥140,959
Net loss (854)
Cash dividends at ¥3.0 per share (4,865)
Transfer to legal reserve 487 (487)
Foreign currency translation adjustment 8

Balance at March 31, 1995 1,621,678 81,460 13,206 16,213 134,761
Net income 18,528
Cash dividends at ¥0.75 per share (1,216)
Transfer to legal reserve 122 (122)
Foreign currency translation adjustment 2,386
Adjustment to equity of unconsolidated subsidiaries

and affiliates 377

Balance at March 31, 1996 1,621,678 81,460 13,206 16,335 154,714
Net income 21,469
Cash dividends at ¥3.0 per share (4,865)
Transfer to legal reserve 487 (487)
Adjustment to equity of unconsolidated subsidiaries

and affiliates 431

Balance at March 31, 1997 1,621,678 ¥81,460 ¥13,206 ¥16,822 ¥171,262

Thousands of U.S. dollars (Note 1)

Balance at March 31, 1996 $656,406 $106,414 $131,628  $1,246,687
Net income 172,998
Cash dividends at ¥3.0 (US$0.024) per share (39,202)
Transfer to legal reserve 3,924 (3,924)
Adjustment to equity of unconsolidated subsidiaries

and affiliates 3,473

Balance at March 31, 1997 $656,406 $106,414 $135,552  $1,380,032

See accompanying notes.
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Consolidated Statements of Cash Flows

Sumitomo Chemical Company, Limited

Millions of yen

Thousands of
U.S. dollars (Note 1)

Year Year Three months Year
ended ended ended ended
March 31 March 31 March 31 March 31
1997 1996 1995 1997
Cash flows from operating activities:
Net income (loss) ¥ 21,469 ¥ 18,528 ¥ (854) $ 172,998
Adjustments to reconcile net income (loss) to net cash
provided by operating activities—
Depreciation and amortization 62,397 67,124 16,602 502,796
Amortization of consolidation difference (430) 2,821 808 (3,465)
Gain on sale of securities (4,103) (1,321) (351) (33,062)
Gain on sale of property, plant and equipment (1,254) (3,064) (64) (10,105)
(Increase) decrease in notes and accounts receivable (6,505) 15,458 29,724 (52,417)
Increase in inventories (17,172) (6,178) (2,007) (138,372)
Increase (decrease) in notes and accounts payable 13,417 (9,966) (18,371) 108,114
Increase (decrease) in income taxes and enterprise tax payable 16,412 5,906 (2,229) 132,248
Provision for (reversal of) retirement benefits 284 1,127 (55) 2,288
Other—net (2,223) (420) 3,265 (17,912)
Total adjustments 60,823 71,487 27,322 490,113
Net cash provided by operating activities 82,292 90,015 26,468 663,111
Cash flows from investing activities:
Acquisition of property, plant and equipment (72,437) (66,290) (17,478) (583,699)
Proceeds from sale of securities 10,646 19,128 506 85,786
Proceeds from sale of property, plant and equipment 3,808 7,489 1z 30,684
Net (increase) decrease in short-term investments
and marketable securities (3,478) (4,073) 7,617 (28,026)
Net (increase) decrease in loans receivable 595 2,068 (183) 4,795
Net increase in non-current investments (12,191) (15,842) (2,981) (98,235)
Net cash used in investing activities (73,057) (57,520) (12,407) (588,695)
Cash flows from financing activities:
Dividends paid (4,865) (1,216) (4,865) (39,202)
Net increase (decrease) in short-term debt 3,735 (17,701) 8,746 30,097
Increase (decrease) in discounted trade notes receivable (1,631) (6,829) 1,340 (13,143)
Proceeds from long-term debt 60,690 59,735 9,559 489,041
Repayment of long-term debt (96,258) (70,983) (30,784) (775,649)
Net cash used in financing activities (38,329) (36,994) (16,004) (308,856)
Effect of exchange rate changes on cash 2,832 1,439 1 22,820
Net decrease in cash and cash investments (26,262) (3,060) (1,942) (211,620)
Cash and cash investments at beginning of period 67,055 70,115 72,057 540,330
Cash and cash investments at end of period ¥ 40,793 ¥ 67,055 ¥ 70,115 $ 328,710
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest ¥ 21,636 ¥ 25,327 ¥ 6,891 $ 174,343
Income taxes and enterprise tax 10,618 10,149 4,479 85,560
Supplemental schedule of non-cash investing and financing activities:
Convertible bonds converted into common stock ¥ — ¥ — ¥ — $ —

See accompanying notes.
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Notes to Consolidated Financial Statements

Sumitomo Chemical Company, Limited

1. Basis of Financial Statements

(@) The Company, a Japanese corporation, maintains its
records and prepares its financial statements in Japanese yen.
The accompanying consolidated financial statements have
been translated from the financial statements that are pre-
pared for Japanese domestic purposes, in accordance with
accounting principles and practices generally accepted in
Japan, and filed with the Minister of Finance and stock
exchanges in Japan. Certain modifications have been made in
the accompanying consolidated financial statements and
notes to facilitate understanding by non-Japanese readers, but
no change has been made in the application of accounting
policies.

2. Significant Accounting Policies
(a) Consolidation
The consolidated financial statements include the accounts of
the Company and 62 significant subsidiaries for the year
ended March 31, 1997, 57 significant subsidiaries for the year
ended March 31, 1996 and 46 significant subsidiaries for the
three months ended March 31, 1995. All significant intercom-
pany transactions and accounts have been eliminated.
Accounts of subsidiaries whose business year ends differ by
more than three months from March 31 have been included
using appropriate interim financial information.
Unconsolidated subsidiaries and affiliates (20% to 50%
owned by the Company) are principally accounted for under
the equity method of accounting.
Excess of cost over equity in net assets acquired is amor-
tized over five years.

(b) Foreign currency translation

(i) The Company and consolidated domestic subsidiaries:
Transactions in foreign currencies are recorded in Japanese
yen at the foreign currency amounts multiplied by the
exchange rate in effect at the time of the transactions. At each
balance sheet date, current monetary items receivable or
payable in foreign currencies are adjusted at the current rates.
Non-current monetary items in foreign currencies are translat-
ed at the historical rates, but exceptionally adjusted at the cur-
rent rates in case of substantial fluctuations in foreign
exchange rates. The differences between carrying amounts
and amounts collected, paid or adjusted at the balance sheet
date are accounted for as foreign currency gains or losses of
the year in which such differences are recognized.

The Company's long-term items denominated in foreign
currencies and hedged by forward exchange contracts are
translated into Japanese yen at the contracted exchange rates.
The exchange differences in translating long-term items at the
historical rates and the contracted rates are amortized to
income over the periods from the date of the forward
exchange contract to maturity.
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(b) Effective 1995, the Company and consolidated subsidiaries
changed their business years from a calendar year to a fiscal
year ending March 31.

(c) The U.S. dollar amounts herein are included solely for the
convenience of readers outside Japan and translated, as a
matter of arithmetical computation only, at the rate of
¥124.10 per US$1, the rate prevailing on March 31, 1997.

(d) In these notes, "the Company" means Sumitomo Chemical
Company, Limited and "the Companies" means the Company
and its consolidated subsidiaries.

The provision for long-term income taxes and enterprise tax
is provided on such amortized income over the periods in
which those gains are deferred for tax reporting.

(ii) Foreign subsidiaries and affiliates: The financial statements
of consolidated foreign subsidiaries and significant affiliates
accounted for under the equity method are translated into
Japanese yen equivalents based on the current rate method
provided for in Financial Accounting Standard on Foreign
Currency Transactions dated May 26, 1995, promulgated by
the Financial Accounting Deliberation Council in Japan.

(c) Allowance for doubtful receivables

The allowance for doubtful receivables is provided in amounts
sufficient to cover possible losses on collection. It is deter-
mined by adding individually estimated uncollectible amounts
for specific items to the higher of the amounts, determined
according to a formula rate on receivables permitted by the
Corporation Tax Law or based on the actual rate of uncollected
receivables of the Company in the prior years, also permitted
by the Corporation Tax Law.

(d) Securities

The Company's investments in unconsolidated subsidiaries
and affiliates, except for certain insignificant unconsolidated
subsidiaries and affiliates, are stated at their underlying net
equity value after elimination of intercompany profits.

Listed securities in both current assets and investments are
stated at the lower of moving average cost or market. Other
securities are stated at moving average cost.

Listed securities owned by certain consolidated subsidiaries
are stated at moving average cost.

(e) Inventories
The Company's inventories are stated at the lower of cost or
market. Cost is determined by the last-in, first-out (LIFO)
method.

Most subsidiaries' inventories are stated at average cost,
while inventories of certain consolidated subsidiaries are stat-
ed at the lower of cost or market.



(f) Property, plant and equipment

Property, plant and equipment are carried at cost and depreci-
ated by the declining balance method (straight-line method for
certain subsidiaries) over estimated useful lives.

(g) Finance leases

Finance leases which do not transfer ownership are accounted
for in the same manner as operating leases in accordance with
generally accepted accounting policies in Japan.

(h) Research and development
Expenses relating to research and development activities are
charged to operations as incurred.

(1) Income taxes

Deferred income taxes are provided for certain timing differ-
ences between financial and taxable income, with respect to
elimination of unrealized profits and losses on intercompany
transactions, the adjustment of allowance for doubtful receiv-
ables in respect of intercompany accounts, the exchange gain
on forward exchange contracts shown in (b) (i) above, and the
gain on sale or expropriation of property, plant and equipment
if a special purpose reserve for such gain is set aside from
retained earnings in accordance with Corporation Tax Law.

(j) Retirement benefits

(i) Employees: The Company has two retirement plans in
effect, a lump-sum benefit plan and a contributory pension
plan.

Under the terms of the lump-sum benefit plan, generally all
employees are entitled, upon mandatory retirement or earlier
voluntary severance, to indemnities based on compensation at
the time of severance, and years of service. The liability for
employees' retirement benefits is stated at the present value of
expected future retirement benefits attributable to years of ser-

3. Cash and Cash Investments

vice through the balance sheet date. This amount is calculated
at 40%, the rate stipulated in the Corporation Tax Law, of the
amount which would be required if all employees mandatorily
retired on such date.

The Company's contributory pension plan covers all eligible
employees. The annual provision for this plan includes current
period costs, and amortization of past period service costs.
Past period service costs are amortized when accrued. The pro-
vision is determined actuarially and funded currently through
outside trustees.

Similar plans are adopted in major consolidated subsidiaries.
(ii) Directors and statutory auditors: The liability for directors’
and statutory auditors' retirement benefits of the Company is
provided based on the Company's internally decided criteria.

(k) Net income (loss) per 1,000 shares

The computations of net income (loss) per 1,000 shares of
common stock shown in the consolidated statements of opera-
tions are based on the weighted average number of shares out-
standing during the relevant period.

The computation of dilutive net income per 1,000 shares is
based on the weighted average number of shares of common
stock outstanding increased by the number of shares which
would have been outstanding assuming the conversion of out-
standing debentures and notes at the beginning of the period.
The related interest expense, net of income taxes, has been
eliminated for the purposes of this calculation.

(I) Cash and cash investments

Cash in excess of daily requirements is invested in temporary
cash investments mainly consisting of time deposits, mar-
ketable bonds of financial institutions and certificates of
deposit purchased under agreements to resell. The Company
deems such cash investments, maturing within three months,
to be cash equivalents.

Cash and cash investments at March 31, 1997 and 1996, comprised the following:

Thousands of

Millions of yen U.S. dollars
March 31 March 31 March 31

1997 1996 1997
Cash ¥ 3,622 ¥ 1,004 $ 29,186
Time deposits 30,161 56,800 243,038
Other temporary cash investments 7,010 9,251 56,486
¥40,793 ¥67,055 $328,710

4. Short-term Debt and Long-term Debt

Interest rates of bank loans ranged from 0.745% to 9.32% and from 0.6788% to 10.75% at March 31, 1997 and 1996, respective-
ly. Short-term debt at March 31, 1997 and 1996, consisted of the following:

Thousands of

Millions of yen U.S. dollars
March 31 March 31 March 31
1997 1996 1997
Bank loans ¥194,024 ¥199,077 $1,563,449
Commercial paper 9,509 721 76,624
¥203,533 ¥199,798 $1,640,073
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Long-term debt at March 31, 1997 and 1996, consisted of the following:

Thousands of

Millions of yen U.S. dollars
March 31 March 31 March 31
1997 1996 1997

1.9%-6.6% mortgage debentures due 1996-2001 ¥ 5,400 ¥ 15,700 $ 43,513
1.6%-1.7% convertible bonds due 1997—-2003, convertible into shares

of the Company’s common stock at a price of ¥983.20 per share 39,348 39,348 317,067
1.4%-1.6% convertible bonds due 1996—2004, convertible into shares

of the Company’s common stock at a price of ¥965.80 per share 39,884 49,854 321,386
4.6%—-4.7% convertible bonds due 1998-2000, convertible into shares

of the Company’s common stock at a price of ¥487.00 per share 29,999 29,999 241,733

5.5% bonds payable in Deutsche marks, due 1998 with warrants to

subscribe for the Company’s common stock at a price of ¥498.00 per share 18,547 18,547 149,452

1.23%—-6.4% notes and bonds due 1997-2001 13,386 37,209 107,865

0.5% notes due 1996, payable in U.S. dollars — 2,059 —

Floating rate (London Interbank Offered Rate plus 0.2%) notes due 1997 15,000 15,000 120,870

2.35%-4.05% debentures due 2001-2008 75,000 40,000 604,351

Long-term bank loans payable, maturing serially through 2032 172,370 190,484 1,388,961

Long-term bank loans payable in foreign currencies 3,048 790 24,561

411,982 438,990 3,319,759

Less amounts due within one year (74,400) (72,123) (599,517)

¥337,582 ¥366,867 $2,720,242

The aggregate annual maturities of long-term debt subsequent to March 31, 1997, were as follows:

Thousands of

Year ending March 31 Millions of yen U.S. dollars
1998 ¥ 74,400 $ 599,517
1999 128,357 1,034,303
2000 37,671 303,554
2001 and thereafter 171,554 1,382,385

¥411,982 $3,319,759

At March 31, 1997, assets pledged as collateral for short-term debt and long-term debt were as follows:

Thousands of

Millions of yen U.S. dollars

Property, plant and equipment net of accumulated depreciation ¥179,400 $1,445,608
Marketable securities and investment securities 25,077 202,071
Other 600 4,835

¥205,077 $1,652,514
5. Income Taxes and Enterprise Tax
Income taxes comprise corporation tax and prefectural and a general expense and is included in selling, general and
municipal inhabitants taxes. Enterprise tax is a prefectural tax administrative expenses. Enterprise tax is deductible from tax-

which is levied on business on the benefit principle. Although it able income when paid, while income taxes are not.

is computed on the basis of taxable income, it is regarded as

6. Retirement Benefits

The accumulated balance of the funded assets in the Company's contributory pension plan amounted to ¥84,615 million

(US$681,829 thousand) at March 31, 1997.
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7. Shareholders’ Equity
The Commercial Code of Japan provides that an amount equal amount of common stock. The legal reserve is not available

to at least 10% of the amount of cash dividends and other for dividends but may be used to eliminate or reduce a deficit
cash appropriations of unappropriated retained earnings by resolution of the shareholders' meeting or may be trans-
applicable to each fiscal period shall be appropriated and set ferred to common stock by resolution of the Board of

aside as a legal reserve until such reserve equals 25% of the Directors.

8. Contingent Liabilities

At March 31, 1997, the Companies were contingently liable as follows:
Thousands of

Millions of yen U.S. dollars
As endorser of notes discounted or endorsed ¥ 3,105 $ 25,020
As guarantor of indebtedness of unconsolidated subsidiaries and others 24,129 194,432
As original debtor with respect to 5.6%-6.4% bonds due 1999, issued on
December 18, 1991, and September 14, 1992 and assumed by
banks in accordance with debt assumption agreements 25,000 201,450
¥52,234 $420,902

9. Segment Information
The operations of the Companies for the years ended March 31, 1997, and 1996 and the three months ended March 31, 1995, are

summarized by product group and geographic area as follows:
Millions of yen

Basic
Chemicals
& Petro- Specialty Adjustments &
Segment information by product group chemicals Chemicals Others Elimination Consolidated
Year ended March 31, 1997
Sales to unaffiliated customers ¥ 511,151 ¥467,650 ¥ 32,796 — ¥ 1,011,597
Inter-segment transfers 5,942 3,624 65,206 ¥ (74,772)

Total sales 517,093 471,274 98,002 (74,772) 1,011,597
Operating cost 507,009 429,644 92,723 (74,586) 954,790
Operating income ¥ 10,084 ¥ 41,630 ¥ 5,279 ¥  (186) ¥ 56,807
Assets ¥556,701 ¥547,261 ¥175,399 ¥ 78,799 ¥1,358,160
Depreciation and amortization 25,471 28,756 5,492 2,678 62,397
Capital expenditure 36,926 29,291 3,786 1,975 71,978
Year ended March 31, 1996
Sales to unaffiliated customers ¥470,866 ¥450,527 ¥ 30,523 — ¥ 951,916
Inter-segment transfers 5,527 2,546 68,527 ¥ (76,600)

Total sales 476,393 453,073 99,050 (76,600) 951,916
Operating cost 462,565 416,441 94,809 (76,712) 897,103
Operating income ¥ 13,828 ¥ 36,632 ¥ 4241 ¥ 12 ¥ 54,813
Assets ¥520,704 ¥538,443 ¥181,219 ¥ 93,272 ¥1,333,638
Depreciation and amortization 26,805 32,367 5,527 2,425 67,124
Capital expenditure 20,297 27,433 14,284 1,708 63,722
Three months ended March 31, 1995
Sales to unaffiliated customers ¥108,222 ¥ 119,560 ¥ 4,150 — ¥ 231,932
Inter-segment transfers 1,579 1,236 7,057 ¥ (9,872)

Total sales 109,801 120,796 11,207 (9,872) 231,932
Operating cost 108,107 113,889 10,936 (10,023) 222,909
Operating income ¥ 1,694 ¥ 6,907 ¥ 271 ¥ 151 ¥ 9,023
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Thousands of U.S. dollars

Basic
Chemicals
& Petro- Specialty Adjustments &
chemicals Chemicals Others Elimination Consolidated
Year ended March 31, 1997
Sales to unaffiliated customers $4,118,864 $3,768,332 $ 264,271 — $ 8,151,467
Inter-segment transfer 47,881 29,202 525,431 $(602,514)

Total sales 4,166,745 3,797,534 789,702 (602,514) 8,151,467
Operating cost 4,085,488 3,462,079 747,163 (601,015) 7,693,715
Operating income $ 81,257 $ 335,455 $ 42,539 $ (1,499) $ 457,752
Assets $4,485,906 $4,409,839 $1,413,368 $ 634,964 $10,944,077
Depreciation and amortization 205,246 231,716 44,255 21,579 502,796
Capital expenditure 297,550 236,027 30,508 15,915 580,000

Millions of yen
Domestic Overseas Adjustment &
Segment information by geographic area Companies Companies Elimination Consolidated
Year ended March 31, 1997
Sales to unaffiliated customers ¥ 914,461 ¥ 97,136 — ¥1,011,597
Inter-segment transfer 27,501 13,640 ¥(41,141)

Total sales 941,962 110,776 (41,141) 1,011,597
Operating cost 893,109 101,739 (40,058) 954,790
Operating income ¥ 48,853 ¥ 9,037 ¥ (1,083) ¥ 56,807
Assets ¥1,162,383 ¥127,022 ¥ 68,755 ¥1,358,160

Thousand of U.S. dollars
Domestic Overseas Adjustment &
Companies Companies Elimination Consolidated
Year ended March 31, 1997
Sales to unaffiliated customers $7,368,743 $ 782,724 — $ 8,151,467
Inter-segment transfer 221,604 109,911 $(331,515)

Total sales 7,590,347 892,635 (331,515) 8,151,467
Operating cost 7,196,688 819,815 (322,788) 7,693,715
Operating income $ 393,659 $ 72,820 $ (8,727) $ 457,752
Assets $9,366,503 $1,023,545 $ 554,029 $10,944,077

Corporate assets of ¥107,558 million (US$866,704 thousand) and ¥93,272 million, included in the adjustments and elimina-
tion for the years ended March 31,1997 and 1996, respectively, consist mainly of cash and cash investments, short-term
investments, marketable securities, investment securities, and shared research facilities of the Company. Net sales and assets
in geographic areas other than Japan for the year ended March 31, 1996, and the three months ended March 31,1995, respec-
tively, are not disclosed because they were less than 10% of the corresponding consolidated totals.

Overseas operations, which represent sales to unaffiliated customers outside Japan, of the Companies totaled ¥203,833 million
(US$1,642,490 thousand), ¥171,636 million and ¥35,152 million for the years ended March 31, 1997 and 1996 and the three
months ended March 31, 1995, respectively.

10. Subsequent Events
At the ordinary shareholders' meeting of the Company held on June 27, 1997, the appropriation of unappropriated retained
earnings for the year ended March 31, 1997, was duly approved as follows:

Thousands of

Millions of yen U.S. dollars
Transfer to legal reserve ¥ 822 $ 6,624
Cash dividends at ¥5.0 (US$0.040) per share 8,108 65,334
Bonuses to directors and statutory auditors 108 870
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Report of Independent Certified Public Accountants

To the Board of Directors of
Sumitomo Chemical Company, Limited:

We have audited the accompanying consolidated balance sheets of Sumitomo Chemical Company, Limited and sub-
sidiaries at March 31, 1997 and 1996 and the related consolidated statements of operations, shareholders’ equity and
cash flows for the years ended March 31, 1997 and 1996, and the three months ended March 31, 1995, expressed in
Japanese yen. Our audits were made in accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the consolidated financial statements referred to above present fairly the consolidated financial position
of Sumitomo Chemical Company, Limited and subsidiaries at March 31, 1997 and 1996 and the consolidated results of
their operations and their cash flows for the years ended March 31, 1997 and 1996 and the three months ended
March 31, 1995, in conformity with accounting principles generally accepted in Japan applied on a consistent basis.

We have also reviewed the translation of the consolidated financial statements into U.S. dollars on the basis described
in Note 1. In our opinion, such statements have been properly translated on such basis.

ﬂ,»%/(/ + Co.

Asahi & Co.

(Member Firm of Andersen Worldwide SC)
Osaka, Japan

June 27, 1997
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Organization

The following chart represents the organization of Sumitomo Chemical Company, Limited, as of June 27, 1997.

Chairman

Executive
Vice President
Senior Managing /
Managing Directors

President

» General Affairs Dept.

® L egal Dept.

* Personnel Office

» Corporate Planning & Coordination Office

» Technology & Research Management Office

» Intellectual Property Dept.

» Environment & Safety Dept.

» Quality Assurance Dept.

» Finance & Accounting Office

» Information Systems Office

* Procurement Dept.

» Physical Distribution Management Dept.

» Process & Production Technology Center

» Organic Synthesis Research Laboratory

» Environmental Health Science Laboratory

» Tsukuba Research Laboratory

—[ Basic Chemicals Sector }

Petrochemicals &
Plastics Sector

- -

—[ Fine Chemicals Sector }

—[Agricultural Chemicals Sector}

» Biotechnology Laboratory

—e Planning & Coordination Office,
Basic Chemicals Sector

—e Inorganics & Industrial Chemicals Div.

—e Methacrylates & Optical Materials Div.

—e Aluminium Div.

—e Ehime Works

—e Basic Chemicals Research Laboratory

—e Planning & Coordination Office,
Petrochemicals & Plastics Sector

—e Petrochemicals Div.

—e Plastics Div.

—e Synthetic Rubber & Polystyrene Div.

—e Chiba Works

—e Ehime Works (Petrochemicals & Plastics)

—e Petrochemicals Research Laboratory

—e Plastics Technical Center

— Planning & Coordination Office,
Fine Chemicals Sector

—e Dyestuffs Div.

—e Specialty Chemicals Div.

—e Functional Chemicals Div.

—e Electronic Materials Div.

—e Osaka Works

—e Ehime Works (Fine Chemicals)

——e Chiba Works (Fine Chemicals)

—e Oita Works (Fine Chemicals)

—e Fine Chemicals Research Laboratory

— Planning & Coordination Office,
Agricultural Chemicals Sector

—e Plant Protection Div.—Domestic

—e Plant Protection Div.—International

—e Environmental Health Div.

—e Farm Chemicals & Materials Div.

—e Oita Works

—e Misawa Works

—e Ehime Works (Agricultural Chemicals)

—se Agricultural Chemicals Research Laboratory

» Nagoya Branch Office
* Fukuoka Branch Office
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Subsidiaries and Affiliates

As of March 31, 1997, Sumitomo Chemical Company, Limited, had 113 subsidiaries in which it held directly or indirectly more than 50% of the issued share
capital and 72 affiliates in which it held 20% to 50% of the issued share capital. The following table gives particulars in relation to the company’s major
subsidiaries and affiliates at March 31, 1997.

Basic Chemicals & Petrochemicals  naiions) Business/Products
Sumitomo Bakelite Co., Ltd. ¥ 24,321 Resins and resin products

Ethylene and propylene

Note: 50% of the issued share capital is owned by Japan-Singapore
Petrochemicals Co., Ltd., in which Sumitomo Chemical holds 46.22% of the
issued share capital. (Singapore)

*The Polyolefin Company (Singapore) Pte. Ltd. S$ 109 Polyethylene and polypropylene
Note: 70% of the issued share capital is owned by Nihon Singapore Polyolefin
Co., Ltd., in which Sumitomo Chemical holds 78.57% of the issued share
capital. (Singapore)

*Sumitomo Chemical America, Inc. US$ 73.4 Chemical products (U.S.A.)
SSurmika Polymers Amarioa Gorp. T USE U BR S Plastics
Note: Wholly owned by Sumitomo Chemical America, Inc.

Bhilins Sumika Polypropyiens Go. T bolypropylene A
............................................................................................... Note: Sumika Polymers America Corp. is co-owner along with Phillips.
LG MMA Corp. W 24,000 Methyl methacrylate monomer
New Zealand Aluminium Smelters Ltd. Nz$ 315 Aluminum ingots (New Zealandy
Sumitomo Chemical Singapore Pte Ltd. S$ 5.8 Crude Acrylic Acid, Acrylic Ester, Glacial Acrylic Acid, Super Absorbent Polymer,

MMA Monomer, MMA Polymer

Specialty Chemicals
Sumitomo Seika Chemicals Co., Ltd.
*S

Industrial chemicals and organic sulfur compounds

SakatalnxCorp. ¥ 7472 Printinginks
*STI Technology, Inc. ¥ 4500 Colorfilters
Nihon Medi-Physics Co., Ltd. ¥ 3,145 Radiopharmaceuticals



Plant protection chemicals (France)
Note: Wholly owned by Philagro Holding S.A.

Chemical products (Belgium)
Note: Owned by Sumitomo Chemical Deutschland GmbH

*Valent de Mexico, S.A. DE C.V. MXP  1.45 Plant protection chemicals (Mexico)
Note: Wholly owned by Valent U.S.A. Corporation
Others
Inabata & Co., Ltd.
*Sumitomo Joint Electric Power C
*S mitomo Chemical

‘Sumika High-Purity Gas Co.

*Consolidated subsidiaries

Note: In addition to those listed, the consolidated subsidiaries include Kouwa Shoji Co., Ltd., Chubu Shinto Co., Ltd., Hayagami Co., Ltd., Shinto Family Co., Ltd.,
Kyushu Shinto Co., Ltd., Tokyo Shinto Co., Ltd., Seibu Shinto Co., Ltd., Taiwan Shinto Chemical Co., Ltd., Makuhari SCEC Building Co., Ltd.,
Sumikyo Clean Center Co., Ltd., Sumikyo Engineering Co., Ltd., Taoka Chemical Analysis Center Co., Ltd., Taoka Adhesive Co., Ltd., Taoka Service Co., Ltd.,
Chemitoron Co., Ltd., Ciatec, Ltd., Nilhama Kosan Co., Ltd., and Kosan Co., Ltd.
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Corporate Data

Main Offices, Works, and Research Laboratories

Head Office (Tokyo)
27-1, Shinkawa 2-chome
Chuo-ku, Tokyo 104, Japan
Tel: (3) 5543-5152

Fax: (3) 5543-5901

Head Office (Osaka)
5-33, Kitahama 4-chome
Chuo-ku, Osaka 541, Japan
Tel: (6) 220-3272

Fax: (6) 220-3345

Ehime Works and Basic Chemicals
Research Laboratory

5-1, Sobiraki-cho, Niihama City

Ehime 792, Japan

Chiba Works, Petrochemicals Research
Laboratory, and Plastics Technical
Center

5-1, Anesaki-Kaigan, Ichihara City

Chiba 299-01, Japan

Osaka Works, Process & Production
Technology Center, Environmental
Health Science Laboratory, and Fine
Chemicals Research Laboratory
1-98, Kasugade-naka 3-chome
Konohana-ku, Osaka 554, Japan

Oita Works
2200, Tsurusaki, Oita City
Oita 870-01, Japan

Misawa Works
Aza-Sabishirotai, Oaza-Misawa
Misawa City, Aomori 033-01, Japan

Organic Synthesis Research
Laboratory and Plastics Technical
Center

10-1, Tsukahara 2-chome, Takatsuki City
Osaka 569-11, Japan

Tsukuba Research Laboratory
6, Kitahara, Tsukuba City
Ibaraki 300-32, Japan

Biotechnology Laboratory and
Agricultural Chemicals Research
Laboratory

2-1, Takatsukasa 4-chome

Takarazuka City, Hyogo 665, Japan

Principal Overseas Operational Headquarters and Offices

Sumitomo Chemical America, Inc.
New York Head Office
345 Park Avenue
New York, NY 10154, U.S.A.
Tel: (212) 572-8200
Fax: (212) 572-8234

San Francisco Office

23rd Floor, One California Street
San Francisco, CA 94111, U.S.A.
Tel: (415) 788-5803

Fax: (415) 788-5805

Santa Clara Office

2350 Mission College Boulevard

Suite 360, Santa Clara, CA 95054, U.S.A.
Tel: (408) 982-3890

Fax: (408) 982-3891

Sumitomo Chemical Asia Pte Ltd.
150 Beach Road

#19-05/07 Gateway West

Singapore 189720

Tel: 291-9636

Fax: 296-3779

Sumitomo Chemical Singapore Pte Ltd
150 Beach Road

#19-08 Gateway West

Singapore 189720

Tel: 296-8183

Fax: 296-8938

Sumitomo Chemical Deutschland GmbH
Georg-Glock-Str. 14
D-40474 Dusseldorf, Germany
Tel: (211) 45 09 01
Fax: (211) 43 21 77 [G3]
(211) 9 43 03 90 [G4]

Sumitomo Chemical (U.K.) plc

22 City Road

London ECLY 2AJ, U.K.

Tel: (171) 814-9800

Fax: (171) 628-9272

Telex: 290426 SUMIK G

New address effective after September 1997:
Horatio House, 77-85 Fulham Palace Road
London W6, U.K.

Sumitomo Chemical Agro Europe S.A.
2, rue Claude Chappe

69370 Saint Didier au Mont d’Or, France
Tel: 478 64 32 60

Fax: 478 47 25 45

Telex: 389 046

Sumitomo Chemical Belgium S.A./N.V.
Rittwegerlaan 52A

B-1830 Machelen, Belgium

Tel: (2) 251 06 50

Fax: (2) 251 29 91

Sumitomo Chemical Taiwan Co., Ltd.
6F-3, No. 369, Fu-Shing North Road

Taipei, Taiwan, R.O.C.

Tel: (2) 545-6345

Fax: (2) 545-6333

Sumitomo Chemical Nederland B.V.

Officia |, De Boelelaan 7, 1083 HJ
Amsterdam, The Netherlands
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Sumitomo Chemical do Brasil
RepresentacBes Limitada

Av. Paulista 949, 20°-Andar
(Edificio Sumitomo Paulista)

CEP 01311-100, Cerqueira César
Séao Paulo, Brazil

Tel: (11) 287-9529

Fax: (11) 287-6005

Telex: 1122518 SUMI BR

Melbourne Office

c/o Sumitomo Australia Ltd.
Melbourne Office

47th Floor, Nauru House, 80 Collins St.
Melbourne, Victoria 3000, Australia

Wellington Office

Level 7, BNZ Centre, 1 Willis Street

P.O. Box 2278, Wellington, New Zealand
Tel: (4) 472-4512

Fax: (4) 473-1123

Telex: NZ 30757 SUMITOM

Beijing Office

1012, Beijing Fortune Bldg.

5 Dong San Huan Beilu

Chaoyang District, Beijing 100004
People's Republic of China

Tel: (10) 6593-1651

Fax: (10) 6593-1650



Investor Information

(As of March 31, 1997)

Date of Establishment: 1913
Common Stock:
Authorized:
5,000,000 thousand shares
Issued:
1,621,678 thousand shares
(¥81,460 million)

Transfer Agent and Registrar:
Sumitomo Trust & Banking Co., Ltd.,
Stock Transfer Agency Division,
Sumitomo Building,

5-33, Kitahama 4-chome,

Chuo-ku, Osaka 541, Japan

Number of Shareholders: 147,300

Independent Certified Public Accountants: Asahi & Co.

Stock Price Range on the Tokyo Stock Exchange

Distribution of Shareholders

Foreign Investors
9%

Corporations
12%

Financial

Individuals Institutions

and Other 55%
24%

(¥) 600
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200

100
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