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Years ended March 31 2007 2008 2009 2010
For the fiscal year
Net sales ¥365,831 ¥406,968 ¥352,503 ¥310,184
Costs and expenses 310,588 346,958 322,155 289,954
Operating income 55,243 60,010 30,348 20,230
Interest and dividend income 1,030 1,309 1,230 568
Interest expenses (399) (256) (271) (172)
Profit before income taxes 53,440 54,867 20,803 19,458
Profit attributable to owners of parent 33,655 36,994 13,981 13,645
Capital expenditures 22,094 29,076 19,081 17,707
Depreciation 18,133 21,180 24,833 22,380
At fiscal year-end
Total assets 408,949 416,951 339,498 373,566
Long-term debt due after one year 2,745 1,625 1,500 1,500
Total liabilities 168,963 159,288 97,512 122,865
Equity 235,186 252,539 240,896 249,440
Current ratio (times) 1.8 1.9 2.5 2.3
Return on assets (%) 8.2 8.9 41 3.7
Return on equity (%) 15.0 15.2 5.7 5.6
Equity ratio (%) 57.5 60.6 71.0 66.8
Per share of common stock (Yen and U.S. dollars)
Net income 133.10 147.26 56.36 55.87
Cash dividends 24.00 32.00 32.00 26.00
Equity 935.47 1,009.27 986.33 1,021.31
Note: U.S. dollar amounts are translated from yen, for convenience only, at a rate of $1=¥112.68; the exchange rate prevailing at March 31, 2016.
Net Sales/ Operating Income/ Total Assets/ROA
Profit attributable to owners of parent Operating Income Margin
(¥ bilions) (¥ bilions) (%) (¥ billions) (%)
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Millions of yen

Thousands of U.S. dollars

2011 2012 2013 2014 2015 2016 2016
¥340,666 ¥349,047 ¥371,487 ¥394,309 ¥404,073 ¥386,709 $3,431,924
301,571 313,982 336,281 358,247 366,005 352,301 3,126,562
39,095 35,964 35,206 36,062 38,068 34,408 305,362
626 634 809 916 1,390 1,380 12,247
(146) (147) (126) (142) (345) (527) (4,674)
40,674 41,245 42,847 36,956 41,069 27,367 242,870
27,571 26,407 30,278 25,173 29,919 24,069 213,601
11,801 19,728 27,608 21,499 35,157 24,276 215,445
19,245 17,784 19,145 18,096 17,407 18,508 164,257
390,591 430,693 482,935 501,320 534,592 516,360 4,582,531
1,028 500 6,626 11,069 20,387 22,249 197,456
126,475 148,335 167,202 164,060 169,918 154,006 1,366,755
262,679 280,955 308,641 331,284 358,303 353,145 3,134,049
2.4 2.3 2.3 2.5 2.5 2.7 2.7
7.1 6.4 6.6 5.1 5.8 4.6 4.6
10.8 9.7 10.3 7.9 8.7 6.8 6.8
67.3 65.2 63.9 66.1 67.0 68.4 68.4
113.07 109.46 126.13 106.10 128.19 105.87 0.94
32.00 32.00 34.00 38.00 40.00 50.00 0.44
1,088.87 1,164.63 1,299.77 1,409.06 1,557.08 1,565.45 13.89
Equity/ROE R&D Expenses/ Shareholder Return/
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Analysis of Operating Results

Overview of FY ended March 2016

In the year under review, among JSR Group’s main customer indus-
tries, automobile tire production and automobile production rose
slightly above the previous year’s level globally; domestic tire produc-
tion was sluggish; demand for semiconductor production stagnated;
the flat panel display (FPD) market slowed down rapidly due to a
major production adjustment toward the latter half of the year; and
the yen strengthened at the end of the year.

Amid these circumstances, the Petrochemicals Business of JSR
Group saw significant growth in sales of Solution Styrene-Butadiene
Rubber (SSBR) for fuel-efficient tires in the Elastomers Business, while
other elastomers sales were largely impacted by sluggish domestic
tire production, its main customer industry. In addition, the supply-
demand balance failed to improve in East Asia due to excessive
supply of elastomers coupled with stagnant growth in demand, which
resulted in continued weakness of the elastomer products market.
Thus, net sales of the Petrochemicals Business as a whole decreased
from the previous year. Although operating income of the plastics
Business increased on the back of improved profitability, it failed to
offset the decline in operating income of the Elastomers Business,
which led to a drop in operating income of the entire Petrochemicals
Business from the previous year. The Fine Chemicals and Other Prod-
ucts Business saw a substantial increase in net sales from the previ-
ous year’s level due to a significant rise in sales in the life sciences
area of the strategic businesses field, despite a plunge in sales of the
fine chemicals business from the previous year’s level due to the
weakness of the semiconductor market and the impact of a rapid
slowdown of the FPD market in the latter half of the year. Operating
income of the Fine Chemicals and Other Products Business fell below
the previous year’s level, as it was significantly affected by the drop in
sales of the Fine Chemicals business. Ordinary income fell short of the
previous year’s level due to the impact of the drop in operating
income and the increase in exchange losses in dollar denominated
borrowings by a Thailand group company owing to the weakness of

Segment Sales/Operating Income (v miions)

the baht, despite an increase in earnings of affiliates in the Petro-
chemicals Business. Profit attributable to owners of parent fell below
the previous year’s level due to extraordinary losses recorded at a
Group company that manufactures and sells Lithium lon Capacitor.

Financial results for FY ended March 2016 consist of net sales of
¥386,709 million (down 4.3% year on year), operating income of
¥34,408 million (down 9.6%), and profit attributable to owners of
parent of ¥24,068 million (down 19.6%).

Review of Operations
Elastomers Business Segment
The production of automobile tires, one of the segment’s main cus-
tomer industries, increased from the previous year in North America,
China, and Europe, while it fell below the previous year’s level in Japan.

Under these conditions, with regard to the sales of synthetic
rubbers, the sales volume of SSBR rose substantially on the back of
the full-scale operation of SSBR at JSR BST Elastomer Co., Ltd. (JBE),
a joint venture company in Thailand. However, the total sales volume of
elastomers decreased from the previous year due in part to the drop in
domestic production of automobile tires. Net sales fell below the
previous year’s level due to a decline in product prices on the back of a
drop in raw material prices, as well as a decrease in sales volume. In
addition, operating income dropped from the previous year due to a
failure of improvement in margins (the difference between the selling
price and major raw material prices), owing to the continued weakness
of synthetic rubber prices on the back of excessive supply, as well as a
drop in sales volume.

As a result, the Elastomers Business segment had net sales of
¥179,253 million (down 9.9% year on year) and operating income of
¥7,492 million (down 30.2%).

Plastics Business Segment
The production of automobiles, one of the segment’s main customer
industries, increased from the previous year in North America, China,

Years ended March 31 2012 2013 2014 2015 2016
Elastomers Business ¥180,835 ¥195,797 ¥203,478 ¥198,958 ¥179,253
Operating income 19,358 17,923 17,330 10,736 7,492
Plastics Business 51,236 51,759 57,764 55,161 52,207
Operating income 2,138 2,962 3,919 2,842 5,114
Fine Chemicals and Other Products Business 117,876 123,931 133,067 149,954 155,250
Operating income 14,468 14,321 14,813 24,490 21,803
Net Sales 349,947 371,487 394,309 404,073 386,709
Operating income ¥ 35,964 ¥ 35,206 ¥ 36,062 ¥ 38,068 ¥34,409
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and Europe, while it fell below the previous year’s level in Japan.

Under these conditions, the sales volume of plastics products
rose from the previous year due to an increase in sales of automobiles
both in Japan and abroad, despite a year-on-year fall in automobile
production in Japan, as well as robust sales for industrial material
applications, mainly in miscellaneous goods. Net sales declined from
the previous year as the increase in sales volume was not sufficient to
make up for a fall in product prices owing to the drop in raw material
costs. Operating income saw a year-on-year rise due to a recovery in
profitability and an increase in sales volume.

As a result, the Plastics Business segment had net sales of
¥52,207 million (down 5.4% year on year) and operating income of
¥5,114 million yen (up 80.0%).

Fine Chemicals and Other Products Business Segment

Net sales rose from the previous year, but operating income fell
below that of the previous year in the Fine Chemicals and Other
Products Business segment as a whole.

In the semiconductor materials business, sales dropped from
the previous year due to sluggish growth of semiconductor de-
mand as demand for smartphones weakened, in addition to
sluggish demand for materials, since FY ended March 2016
coincided with the transition of the cutting-edge generation from
20nm to the next generation 14-16nm. In the display materials
business, sales decreased from the previous year on the back of a
rapid slowdown in demand for materials used in larger-size TVs
and multi-functional mobile terminals in the latter half of the year, in
addition to a notable drop in unit selling prices due to intensified
competition in the materials market. In strategic businesses, sales
in the life sciences area rose substantially owing to the effect of the
two newly consolidated group companies.

As a result, the Fine Chemicals and Other Products Business
segment had net sales of ¥155,250 million (up 3.5% year on year)
and operating income of ¥21,803 million (down 11.0%).

Business Outlook for FY ending March 2017

JSR Group’s FY ending March 2017 outlook for its main customer
industries is as follows. The Company forecasts that the production of

Analysis of Financial Position

automobile tires and automobiles in Japan will remain unchanged
from the previous year, but will grow globally. In particular, China and
ASEAN are expected to see an increase, while Europe and North
America are also expected to see a rise. Demand in the semiconduc-
tor market is likely to recover from the previous year’s negative growth
on the back of an expected increase in new demand for cutting-edge
semiconductor chips such as for the use of big data. The outlook of
the FPD market is unclear, although production of small- and medi-
um-size panels for multi-functional mobile terminals is expected to
recover, and the Chinese market is likely to continue growing.

In the Elastomers Business, although demand is expected to
expand on a global basis compared to the previous year, substantial
improvement in relative profitability cannot be expected, since exces-
sive supply of synthetic rubber and butadiene is likely to continue
especially in East Asia, while cheap naphtha prices are expected to
continue. Under such circumstances, demand for SSBR is expected
to grow steadily due to the growth of the fuel-efficient tire market. The
Company will strive to expand sales globally by commencing com-
mercial operation of the newly launched second phase facilities of our
new plant in Thailand by the second half of the year, in addition to the
first phase facilities, which have begun full-scale operation.

In the Fine Chemicals and Other Products Business, we will
endeavor to increase sales of various semiconductor materials such
as cutting-edge lithography materials, in which we have a large
market share, packaging materials and CMP materials, amid the
expected full-scale mass production of the 14-16nm generations, a
cutting-edge process. JSR will also strive to increase sales of display
materials by starting operation of the production facilities of JSR Micro
(Changshu) Co., Ltd., a joint venture manufacturing company in China
where growth is particularly expected, in addition to existing efforts.

The exchange rate is expected to be a strain on earnings as we
forecast a stronger yen compared to the previous year. For the year
ending March 31, 2017, JSR forecasts consolidated net sales of
¥395,000 million (up 2.1% year-on-year), operating income of ¥35,000
million (up 1.7%), and profit attributable to owners of parent of ¥24,500
million (up 1.8%). These forecasts assume an exchange rate of ¥110
per U.S. dollar and a naphtha price of ¥40,000 per kiloliter.

Total assets at the fiscal year ended on March 31, 2016, amounted to
¥516,360 million, down ¥18,232 million from a year earlier.

Current assets totaled ¥300,532 million, down ¥18,864 million, due
to a decrease in securities and notes and accounts receivable-trade,
despite an increase in cash and deposits.

Non-current assets totaled ¥215,827 million, up ¥631 million, due
to an increase in long-term loans receivable and an increase in goodwill
as we made an equity method affiliate a subsidiary.

Total liabilities amounted to ¥154,006 million, down ¥15,912
million from a year earlier, due to a decrease in notes and accounts
payable—trade.

Total net assets amounted to ¥362,354 million, down ¥2,320
million from a year earlier.
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Analysis of Cash Flows

Cash and cash equivalents as of March 31, 2016 stood at ¥89,395
million, up ¥11,488 million from a year earlier.

Net cash provided by operating activities amounted to ¥48,128
million, down ¥3,352 million from the previous year. The main factors
included profit before income taxes of ¥27,367 million, depreciation
and amortization of ¥18,508 million, a decrease in notes and accounts
payable of ¥17,160 million, and income taxes paid of ¥10,210 million.

Net cash used in investing activities totaled ¥19,038 million, down
35,798 million from the previous year. The main factors were ¥27,052

Profit Appropriation

million in the purchase of non-current assets, ¥7,998 million in pro-
ceeds from a decrease in time deposits, ¥6,025 million in the pur-
chase of shares of subsidiaries and associates, and ¥5,266 million in
payments of loans receivable.

Net cash used in financing activities was ¥16,260 million, up
¥3,901 million from the previous year. The main factors were
¥10,242 million in cash dividends paid, ¥8,998 million in the pur-
chase of treasury stock, and ¥7,373 million in proceeds from long-
term loans payable.

With respect to profit appropriation, the Company regards business
growth over the long term as its top priority. To generate sustainable
long-term growth, the Company strives to increase its competitive-
ness by developing new businesses through the reinforcement of
research and development activities.

The Company will appropriate profits by taking into account
business performance and medium- to long-term demand for funds,
while paying continuous, stable cash dividends based on consider-
ation of a balance between appropriating profits and retaining earn-
ings necessary for future business advancement.

Carefully considering the stock market environment, the Company
will responsively and adaptively purchase treasury shares to comple-
ment dividend payments as a measure to return profits to sharehold-

Risk Information

ers. JSR allocates retained earnings to a variety of investments linked
to future growth businesses, contributing to the enhancement of
corporate value. During the period of the mid-term business plan
JSR20i6 (“JSR twenty-sixteen”), the Company will strive to raise the
ratio of return to shareholders including both share buybacks and
cash dividends, of 50% or greater.

In accordance with this policy, we have decided to pay a year-
end dividend of ¥25 per share, the same amount as the interim
dividend. Including the interim dividend already paid, the total annual
dividend for FY ened March 2016 will be ¥50 per share. With regard
to the dividend for the next fiscal year (FY ending March 2017), JSR
plans to pay ¥50 per year, consisting of an interim dividend of ¥25
and a year-end dividend of ¥25.

JSR Group is exposed to the following risks that may impact on
operating results, financial position, cash flows and other aspects of
performance. Forward-looking statements in this discussion are
based on JSR’s judgments as of March 31, 2016. Risks at JSR
include, but are not limited to, the following items:

(1) Changes in Demand due to Economic Trends

In the major industries where JSR Group’s products are sold, such
as automobiles and electronics, demand is influenced by the eco-
nomic climate in a country or region. An economic slowdown could
reduce demand in an industry and adversely affect JSR Group’s
operating results.

(2) Fluctuation in Prices for Crude Oil, Naphtha and

Other Major Raw Materials
Higher prices for crude oil and naphtha, or changes in the markets for
JSR’s major raw materials, could raise prices of raw materials and

adversely affect JSR Group’s operating results, especially in the
petrochemical products sector of elastomers, emulsions and plastics.

(3) Fluctuation in Exchange Rates

As JSR Group undertakes product exports in foreign currencies and
imports goods such as raw materials, the Company takes measures
to reduce risks such as entering into forward exchange contracts;
however, fluctuation in exchange rates could give rise to adverse
outcomes. In addition, operating results of consolidated subsidiaries
and equity-method affiliates located overseas are converted into
Japanese yen amounts for the purposes of preparing the consoli-
dated financial statements. However, due to the yen’s appreciation,
JSR Group’s business results could be adversely affected.

(4) Procurement of Raw Materials
JSR Group works to ensure a stable supply of raw materials by
procuring materials from a number of sources. However, an interrup-



< 06 >

JSR CORPORATION
ANNUAL REPORT 2016

tion to the supply of raw materials due to an accident, bankruptcy or
quality problem at a supplier could adversely affect production activi-
ties and JSR Group’s operating results.

(5) Development of New Products

Rapid technological progress is constantly taking place in the
electronics industry, which is the primary source of demand for
semiconductor manufacturing materials, FPD materials and optical
materials, the major products of JSR Group’s fine chemicals and
other products business. JSR is constantly working on developing
state-of-the-art materials in line with this progress. However, unfore-
seen changes in the industry or market could prevent the timely
development of new products and adversely affect JSSR Group’s
operating results.

(6) R&D Involving Next-Stage Growth Businesses

JSR Group makes substantial investments in R&D to create next-
stage growth businesses. However, there is no guarantee that these
R&D activities will always yield worthwhile results. Depending on
R&D results, there could be an adverse effect on JSR Group’s
operating results.

(7) Protection of Intellectual Property

Protection of intellectual property is extremely important for JSR
Group’s business activities. JSR has established a system for protect-
ing its intellectual property and takes various actions as required.
However, a dispute about intellectual property with another company
or an infringement on JSR’s intellectual property by another company
could adversely affect JSR Group’s operating results.

(8) Product Quality Assurance and Product Liability

JSR Group has a product quality assurance system and product
liability insurance. However, damage or injury caused by a product
manufactured by JSR Group could adversely affect JSR Group’s
operating results.

(9) Natural Disasters and Accidents

To minimize the negative effect on its business activities of any
disruption to manufacturing activities, all JSR Group manufacturing
facilities have established countermeasures based on the identifica-
tion of all potential sources of a crisis and conducts periodic inspec-
tions of facilities. The Group also works constantly on safety mea-
sures with regard to earthquakes and other natural disasters.
However, a major natural disaster or accident that damages a
production facility or disrupts manufacturing could adversely affect
JSR Group’s operating results.

JSR’s main production facility, the Yokkaichi Plant, houses private
power generation equipment, and the Kashima Plant is able to access
electric power from shared power generation facilities when neces-
sary. In the event that electric power shortages become severe due to

natural disasters and the like, however, JSR Group’s operating results
could be affected.

(10) Environmental Issues

Positioning environmental protection as an important element of its
operations, JSR Group complies with all laws and regulations
concerning the environment. The Group also takes actions aimed at
reducing its environmental impact, lowering and eliminating waste
materials, and cutting energy and resource consumption. The Group
has taken many actions to prevent the external release of all types
of chemicals.

However, in the event that a spill occurs or that environmental
regulations become stricter, the Group’s business activities could be
restricted, the Group may have to pay compensation and other
expenses, or the Group may have to make substantial capital expen-
ditures. Any of these events could adversely affect JSR Group’s
operating results.

(11) Overseas Operations

JSR Group is aggressively expanding operations on a global scale,
conducting manufacturing, sales and other activities in countries and
regions in the North America, Europe, Asia and other parts of the
world. Overseas operations are exposed to a number of risks that
include, but are not limited to, an unfavorable political environment or
economic trends; labor disputes and other problems due to differ-
ences in labor laws and other working conditions; difficulty in recruit-
ing and retaining employees; an adverse impact on business activities
due to an inadequate social infrastructure; and the impact of wars,
terrorism and other social instability. Any of these events could
adversely affect JSR Group’s operating results.

(12) Laws and Regulations

In the countries where it operates, JSR Group is subject to various laws
and regulations involving business and investment permits, export and
import activities, trade, labor relations, intellectual property, taxes,
foreign exchange and other items. The Group has established a clear
compliance policy in order to ensure strict observance of laws and
regulations as well as ethical standards. In the event that a law or
regulation is violated, or a law or regulation becomes stricter or is signifi-
cantly altered, there could be limitations to the Group’s business
activities or additional compliance costs. Any of these events could
adversely affect JSR Group’s operating results.

(13) Litigation

In conjunction with its business activities in Japan and overseas, JSR
Group may be sued or be involved in other litigation concerning a
dispute with a supplier, customer or other external party. The out-
come of significant litigation could adversely affect JSR Group’s
operating results.
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CONSOLIDATED BALANCE SHEETS
JSR Corporation and Consolidated Subsidiaries
As at March 31, 2015 and 2016
Thousands of
U.S. dollars
Millions of yen (Note 1)
ASSETS 2015 2016 2016
Current assets (Note 18):
Cash and deposits (Notes 3, 5 and 7) ¥ 47,984 ¥ 52,081 $ 462,205
Notes and accounts receivable—trade, net (Notes 4, 5, 7 and 17) 83,122 77,878 691,145
Short-term investment securities (Notes 3, 5 and 6) 67,997 60,010 532,574
Inventories (Note 7) 79,321 77,458 687,416
Other (Notes 3, 7, 9 and 14) 40,973 33,104 293,790
Total current assets 319,397 300,532 2,667,129
Non-current assets (Note 18):
Property, plant and equipment (Note 16):
Buildings and structures, net (Notes 7 and 10) 36,897 34,810 308,927
Machinery, equipment and vehicles, net (Notes 7 and 10) 41,582 37,058 328,879
Land (Notes 7 and 10) 17,762 17,136 152,073
Construction in progress 14,056 17,944 159,250
Other, net (Notes 7 and 10) 5,616 5,746 50,993
Total property, plant and equipment 115,913 112,694 1,000,123
Intangible assets
Goodwill (Notes 16 and 18) 6,480 9,788 86,867
Other (Notes 7 and 10) 7,819 6,875 61,015
Total intangible assets 14,299 16,663 147,882
Investments and other assets
Investment securities (Notes 5 and 6) 74,510 67,878 602,392
Long-term loans receivable 1,518 5,894 52,310
Other, net (Notes 4, 5, 7 and 9) 8,955 12,698 112,694
Total investments and other assets 84,983 86,470 767,397
Total non-current assets 215,195 215,827 1,915,401
Total assets (Note 16) ¥534,592 ¥516,360 $4,582,531

See accompanying notes.
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Thousands of
U.S. dollars
Millions of yen (Note 1)
LIABILITIES AND NET ASSETS 2015 2016 2016
Current liabilities (Note 18):
Notes and accounts payable—trade (Note 5) ¥ 72,442 ¥ 53,836 $ 477,778
Short-term loans payable (Notes 5 and 7) 18,640 20,840 184,949
Other (Notes 9 and 14) 35,245 34,646 307,475
Total current liabilities 126,327 109,322 970,202
Non-current liabilities (Note 18):
Long-term loans payable (Notes 5 and 7) 20,387 22,249 197,456
Net defined benefit liability (Note 8) 13,746 15,180 134,719
Other (Notes 9 and 14) 9,458 7,254 64,377
Total non-current liabilities 43,591 44,684 396,553
Total liabilities 169,918 154,006 1,366,755
Contingent liabilities (Note 19)
Net assets (Note 12)
Shareholders’ equity
Common stock:
Authorized—696,061,000 shares
Issued—237,973,205 shares in 2015 and 226,074,545 shares in 2016 23,320 23,320 206,959
Capital surplus 25,179 25,179 223,459
Retained earnings 291,151 281,878 2,501,576
Treasury stock
7,861,771 shares in 2015 and 488,223 shares in 2016 (15,329) (957) (8,491)
Accumulated other comprehensive income
Unrealized gains on securities, net of taxes 19,257 15,231 135,174
Foreign currency translation adjustment 14,576 9,307 82,600
Remeasurements of defined benefit plans (Note 8) 149 (815) (7,229)
Subscription rights to shares (Note 13) 852 930 8,254
Non-controlling interests 5,619 8,279 73,473
Total net assets 364,674 362,354 3,215,776
Total liabilities and net assets ¥534,592 ¥516,360 $4,582,531

See accompanying notes.
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CONSOLIDATED STATEMENTS OF INCOME

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2015 and 2016

Thousands of

U.S. dollars
Millions of yen (Note 1)
2015 2016 2016
Net sales (Notes 16, 17 and 18) ¥404,073 ¥386,709 $3,431,924
Costs and expenses (Note 15):
Cost of sales 300,304 280,176 2,486,472
Selling, general and administrative expenses 65,701 72,125 640,089
366,005 352,301 3,126,562
Operating income (Note 16) 38,068 34,408 305,362
Other income (expenses):
Interest income 241 237 2,107
Dividends income 1,149 1,143 10,139
Interest expenses (345) (527) (4,674)
Foreign exchange gains (losses) 3,021 (3,036) (26,944)
Share of profit (loss) of entities accounted for using equity method (276) 1,849 16,405
Compensation income 1,895 — —
Gain on step acquisitions (Note 18) — 1,758 15,598
Gain on transfer from business divestitures 325 — —
Loss on valuation of investment securities (2,643) (53) (467)
Gain on sales of investment securities (Note 6) — 634 5,622
Impairment loss (Note 10) — (7,539) (66,911)
Other, net (Note 6) (366) (1,506) (13,369)
3,001 (7,042) (62,492)
Profit before income taxes (Note 18) 41,069 27,367 242,870
Income taxes (Note 9):
Current 11,202 5,073 45,022
Deferred 703 (37) (327)
11,905 5,036 44,695
Profit 29,164 22,330 198,175
Loss attributable to non-controlling interests (755) (1,738) (15,426)
Profit attributable to owners of parent (Note 18) ¥ 29,919 ¥ 24,069 $ 213,601
U.S. dollars
Yen (Note 1)
2015 2016 2016
Per share of common stock:
Profit attributable to owners of parent ¥ 128.19 ¥ 105.87 $ 0.94
Diluted profit attributable to owners of parent 127.87 105.60 0.94
Cash dividends applicable to the year 40.00 50.00 0.44

See accompanying notes.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2015 and 2016

Thousands of

U.S. dollars
Millions of yen (Note 1)
2015 2016 2016
Profit ¥29,164 ¥ 22,330 $198,175
Other comprehensive income
Unrealized gains on securities, net of taxes 7,718 (3,990) (35,412)
Foreign currency translation adjustment 6,647 (4,320) (38,338)
Remeasurements of defined benefit plans, net of tax (Note 8) 338 (907) (8,050)
Share of other comprehensive income of entities accounted for using equity method 1,695 (1,187) (10,536)
Other comprehensive income (Note 11) 16,398 (10,405) (92,337)
Comprehensive income ¥45,562 ¥ 11,926 $105,838
Comprehensive income attributable to :
Owners of parent ¥45,576 ¥ 14,043 $124,628
Non-controlling interests (14) (2,117) (18,790)

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

JSR Corporation and Consolidated Subsidiaries

Years ended March 31, 2015 and 2016

Millions of yen
Number of Unrealized Foreign Remeasure-
shares of gains on currency ments Subscription
common stock  Common Capital Retained Treasury securities, translation of defined rights Non-controlling
(thousands) stock surplus eamings stock net of taxes  adjustments  benefit plans to shares interests
Balance at April 1, 2014 237,973 ¥23,320 ¥25,180  ¥269,621 ¥(5,087)  ¥11,467 ¥6,972 ¥(189) ¥793 ¥5,183
Cumulative effects
of changes in accounting policies - - o 964 - o o - o o
Restated balance 237,973 23,320 25,180 270,585 (5,087) 11,467 6,972 (189) 793 5,183
Changes of items during the period
Dividends of surplus — — — (9,166) — — — — — —
Profit attributable to owners of parent — — — 29,919 — — — — — —
Purchase of treasury stock — — — — (10,271) — — — — —
Disposal of treasury stock — — 1) (5) 29 — — — — —
Retirement of treasury stock — — — — — — — — — —
Change of scope of consolidation — — — (182) — — — — — —
Nil;?:ﬁﬁiig ';ZTify"ther than — — — — — 7,790 7,604 338 59 336
Total changes of items during the period — — (1) 20,566 (10,242) 7,790 7,604 338 59 336
Balance at March 31, 2015 237,973 ¥23,320 ¥25,179  ¥291,151 ¥(15,329)  ¥19,257 ¥14,576 ¥149 ¥852 ¥5,519
Cumulative effects - . - - . - . . - .
of changes in accounting policies
Restated balance 237,973 23,320 25,179 291,151 (15,329) 19,257 14,576 149 852 5,519
Changes of items during the period
Dividends of surplus — — — (10,242) — — — — — —
Profit attributable to owners of parent — — — 24,069 — — — — — —
Purchase of treasury stock — — — — (8,998) —_ — — —_ —
Disposal of treasury stock — — — (25) 52 — — — — —
Retirement of treasury stock (11,899) — — (23,319) 23,319 — — — — —
Change of scope of consolidation — — — 243 — — — — — —
Net changes of itemls other than o o - o o (4,026) (5,.268) (963) 78 2,760
shareholders’ equity
Total changes of items during the period (11,899) — — (9,274) 14,373 (4,026) (5,268) (963) 78 2,760
Balance at March 31, 2016 226,074 ¥23,320 ¥25179 ¥281,878 ¥(957) ¥15,231 ¥9,308 ¥(815) ¥930 ¥8,279
Thousands of U.S. dollars (Note 1)
Number of Unrealized Foreign Remeasure-
shares of gains on currency ments Subscription
common stock  Common Capital Retained Treasury securities, translation of defined rights Non-controlling
(thousands) stock surplus eamings stock netof taxes  adjustments  benefit plans to shares interests
Balance at April 1, 2015 237,973 $206,959 $223,459 $2,583,878 $(136,040) $170,902 $129,357 $1,321 $7,565 $48,976
Cumulative effects
of changes in accounting policies o B o o B o o B o B
Restated balance 237,973 206,959 223,459 2,583,878  (136,040) 170,902 129,357 1,321 7,565 48,976
Changes of items during the period
Dividends of surplus — — — (90,891) — — — — — —
Profit attributable to owners of parent — — — 213,601 — — — — — —
Purchase of treasury stock — — — — (79,853) — — — — —
Disposal of treasury stock — — — (219) 460 — — — — —
Retirement of treasury stock (11,899) — —  (206,948) 206,948 — — — — —
Change of scope of consolidation — — — 2,155 — — — — — —
Net changes ot itemls other than o . . o . (35,728) (46,753) (8,549) 689 04,497
shareholders’ equity
Total changes of items during the period (11,899) — — (82,302) 127,555 (85,728) (46,753) (8,549) 689 24,497
Balance at March 31, 2016 226,074 $206,959 $223,459 $2,501,576 $ (8,485) $135,174 $ 82,604 $(7,228) $8,254 $73,473

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2015 and 2016

Thousands of

U.S. dollars
Millions of yen (Note 1)
2015 2016 2016
Cash flows from operating activities:
Profit before income taxes ¥ 41,069 ¥ 27,367 $ 242,870
Adjustments to reconcile profit before income taxes

to cash provided by operating activities:

Depreciation and amortization 17,407 18,508 164,257
Interest and dividends income (1,390) (1,380) (12,247)
Interest expenses 345 527 4,674
Share of (profit) loss of entities accounted for using equity method 276 (1,849) (16,405)
Compensation income (1,895) — —
Loss (gain) on step acquisitions — (1,758) (15,598)
Impairment loss — 7,539 66,911
Loss (gain) on sales of investment securities — (634) (5,622)
Loss (gain) on valuation of investment securities 2,643 53 467

Decrease (increase) in notes and accounts receivable—trade 8,875 4,831 42,874
Decrease (increase) in inventories 2,662 1,677 14,883
Increase (decrease) in notes and accounts payable—trade (15,565) (17,160) (152,286)

Other, net 6,333 18,995 168,572
Subtotal 60,760 56,717 503,350

Interest and dividends income received 1,825 1,962 17,416
Interest expenses paid (819) (342) (3,032
Proceeds from compensation 1,895 — —
Income taxes paid (12,680) (10,210) (90,609)

Net cash provided by operating activities 51,481 48,128 427,125

Cash flows from investing activities:
Decrease (increase) in time deposits (11,548) 7,998 70,976
Net decrease (increase) in short-term investment securities (2,000) 3,500 31,061
Purchase of non-current assets (82,542) (27,052) (240,081)
Proceeds from sales of investent securities 103 1,285 11,408
Purchase of investment securities (805) (930) (8,255)
Purchase of shares of subsidiaries resulting in change in scope of consolidation (5,743) — —
Proceeds from purchase of shares of subsidiaries resulting . 3,954 35,005
in change in scope of consolidation
Purchase of shares of subsidiaries and affiliates (8,733) (6,025) (53,471)
Proceeds from sales of shares of subsidiaries and associates — 779 6,917
Payments for investments in capital of subsidiaries and associates — (1,273) (11,298)
Payments of loans receivable (2,884) (5,266) (46,737)
Collection of loans receivable 3,071 3,113 27,631
Other, net 1,245 879 7,797
Net cash provided by (used in) investing activities (54,836) (19,038) (168,957)
Cash flows from financing activities:

Net increase (decrease) in short-term loans payable 470 (2,768) (24,563)
Repayment of long-term loans payable (2,481) (2,788) (24,741)
Proceeds from long-term loans payable 9,102 7,373 65,429
Proceeds from share issuance to non-controlling shareholders — 1,434 12,723
Purchase of treasury stock (10,272) (8,998) (79,853)
Cash dividends paid (9,136) (10,242) (90,891)
Cash dividends paid to non-controlling interests (33) (35) (313)
Other, net 9) (236) (2,094)
Net cash used in financing activities (12,359) (16,260) (144,303)
Effect of exchange rate change on cash and cash equivalents 2,007 (1,342) (11,908)

Net increase (decrease) in cash and cash equivalents (13,707) 11,489 101,958

Cash and cash equivalents at beginning of year 91,115 77,906 691,393

Increase (decrease) in cash and cash equivalents resulting 498

from change of scope of consolidation - -
Cash and cash equivalents at end of year (Note 3) ¥ 77,906 ¥ 89,395 $ 793,351

See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2015 and 2016

1. Basis of Consolidated Financial Statements

The accompanying consolidated financial statements of JSR Corpo-
ration (the “Company”) and its consolidated subsidiaries have been
prepared in accordance with the provisions set forth in the Japanese
Financial Instruments and Exchange Law and its related accounting
regulations, and in conformity with accounting principles generally
accepted in Japan (“Japanese GAAP”), which are different in certain
respects as to application and disclosure requirements of International
Financial Reporting Standards.

The accounts of the Company’s overseas subsidiaries and
affiliates are based on their accounting records maintained in confor-
mity with generally accepted accounting principles prevailing in the
respective countries of domicile and make necessary amendments for
consolidated financial statements required by Practical Issues Task
Force No.18 issued by ASBJ. The accompanying consolidated
financial statements have been restructured and translated into

2. Summary of Significant Accounting Policies

(a) Consolidation—The accompanying consolidated financial state-
ments include the accounts of the Company and its significant
subsidiaries (33 and 43 subsidiaries in 2015 and 2016, respectively).

All significant intercompany accounts and transactions have been
eliminated in consolidation.

Effective from the current consolidated fiscal year, the following
companies have been included into the scope of consolidation;

MEDICAL & BIOLOGICAL LABORATORIES CO., LTD. and its 10
subsidiaries due to JSR acquired more than 50% of ownership of
their voting rights on October 2, 2015. On the other hand, the follow-
ing companies were excluded from the scope of consolidation;

Shanghai Rainbow Color Plastics Co., Ltd. due to transferring of
all shares to outside of the group.”

(b) Equity method—Investments in affiliated companies (all of those
20% to 50% owned and certain others 15% to 20% owned) were
accounted for by the equity method (10 and 13 affiliated companies
in 2015 and 2016, respectively). Unconsolidated subsidiaries and the
other affiliated companies are stated at cost since their profit attribut-
able to owners of parent and retained earnings in the aggregate are
not material compared to consolidated profit attributable to owners of
parent and retained earnings, respectively.

Effective from the current consolidated fiscal year, MEDICAL &
BIOLOGICAL LABORATORIES CO., LTD. and its 10 subsidiaries
were excluded from the companies to which the equity method is
applied and have been consolidated since October 1, 2015 because
JSR holds more than 50% of ownership voting rights.

Tri Chemical Laboratories, Inc. was excluded from the scope of
consolidation due to transfer of all shares to outside the group.

(c) Cash and cash equivalents—In preparing the consolidated state-
ments of cash flows, cash on hand, readily available deposits and

English (with some expanded descriptions) from the consolidated
financial statements of the Company prepared in accordance with
Japanese GAAP and filed with the appropriate Local Finance Bureau
of the Ministry of Finance as required by the Japanese Financial
Instruments and Exchange Law. Some supplementary information
included in the statutory Japanese language consolidated financial
statements, but not required for fair presentation, is not presented in
the accompanying consolidated financial statements.

The translations of the Japanese yen amounts into U.S. dollars
are included solely for the convenience of readers outside Japan,
using the prevailing exchange rate at March 31, 2016, which was
¥112.68 to U.S.$1.00. The convenience translations should not be
construed as representations that the Japanese yen amounts have
been, could have been, or could in the future be, converted into U.S.
dollars at this or any other rate of exchange.

short-term highly liquid investments with maturities not exceeding
three months at the time of purchase are considered to be cash and
cash equivalents.
(d) Short-term securities and investment securities—The Com-
pany and its consolidated subsidiaries (the “Companies”) had no
trading securities or held-to-maturity debt securities. Equity securities
issued by subsidiaries and affiliated companies, which are not con-
solidated or accounted for using the equity method, are stated at
moving-average cost. Available-for-sale securities with available fair
market values are stated at fair market value and unrealized gains and
losses on these securities are reported, net of applicable income
taxes, as a separate component of net assets via the Consolidated
Statements of Comprehensive income. Realized gains and losses on
sale of such securities are computed using moving-average cost.
Available-for-sale securities with no available fair market values are
stated at moving-average cost or amortized cost.
(e) Inventories—Inventories are stated at cost, which is determined
mainly based on the average method (for the value stated on the
balance sheet, book value is written down to reflect the lower profit-
ability).
(f) Property, plant and equipment, and depreciation—Property,
plant and equipment are stated at cost. Depreciation is calculated
using the declining-balance method at rates based on their estimated
useful lives except for buildings acquired after March 31, 1998, which
are depreciated based on the straight-line method.
(g) Intangible assets—Goodwill is amortized by the straight-line
method over the estimated useful lives up to twenty years.

Software for its own use is amortized over the estimated useful life
(five years) using the straight-line method.
(h) Leased assets—Assets of finance leases are depreciated over the
lease term using the straight-line method that residual value is zero.



< 14 >

JSR CORPORATION
ANNUAL REPORT 2016

(i) Allowance for doubtful accounts—Allowance for doubtful
accounts is provided in amounts sufficient to cover possible losses on
collection. Allowance for doubtful accounts consists of the estimated
uncollectible amount with respect to specific items, and the amount
calculated using the actual percentage of collection losses in the past
with respect to other items.

(j) Net Defined Benefit Liability—Employees of the Companies are
entitled, under most circumstances, to lump-sum severance pay-
ments or pension payments upon reaching the mandatory retirement
age, or earlier in the case of voluntary or involuntary termination,
based on the compensation at the time of severance and years of
service.

In order to prepare for retirement benefit for employees, net
defined benefit liability is provided by deducting projected fair value of
the pension assets from the amount of retirement benefit obligation
recognized to have incurred at the end of the current fiscal year.

The benefit formula basis is applied as the method for attributing
expected retirement benefit to the relevant periods ending at the end
of the current fiscal year.

Actuarial differences are recognized as expenses at once in the
following period.

Unrecognized actuarial gains or losses are, after tax effect adjust-
ment, recorded as re-measurements of defined benefit plans under
accumulated other comprehensive income in the net assets section.
(k) Provision for environmental measures—A provision for environ-
mental measures is provided based on estimated costs for the
disposal of polychlorinated biphenyl (PCB) as mandated by the Law
Concerning Special Measures Against PCB Waste.

(1) Income taxes—The Companies provide for income taxes appli-
cable to all items included in the consolidated statements of income
regardless of when such taxes are payable. Income taxes based on
temporary differences between tax and financial reporting purposes
are reflected as deferred income taxes in the consolidated financial
statements using the asset and liability method.

(i) Application of consolidated corporate-tax return system

The consolidated corporate-tax return system is applied.
(m) Derivative and hedging activities—The Companies use deriva-
tive financial instruments to manage their exposures to fluctuations in
foreign exchange and interest rates. Foreign exchange forward
contracts and interest rate swaps are utilized by the Companies to
reduce foreign currency exchange and interest rate risks. The Com-
panies do not enter into derivatives for trading purposes or specula-
tive purposes. Derivative financial instruments and foreign currency
transactions are classified and accounted for as follows:

(i) All derivatives are recognized as either assets or liabilities and
measured at fair value, and gains or losses on these derivative
transactions are recognized in the consolidated statements of
income.

(i) The interest rate swaps that qualify for hedge accounting and
meet specific matching criteria are not remeasured at market

value, but the differential paid or received under the swap
agreements is recognized and included in interest expense or
income as incurred.
(n) Foreign currency transactions—The Companies translate assets
and liabilities denominated in foreign currencies into Japanese yen at
exchange rates prevailing at the balance sheet dates. Resulting
exchange gains or losses are credited or charged to income as
incurred.
(o) Translation of foreign currency financial statements—Financial
statements of overseas subsidiaries are translated into Japanese yen
using the respective year-end rate for assets and liabilities, the aver-
age rate for revenues and expenses, and the historical rates for share-
holders’ equity accounts. Foreign currency translation adjustments
are contained in accumulated other comprehensive income and
non-controlling interests.
(p)Bussiness combination
(i) Change in Accounting Policies
The Companies have adopted the “Revised Accounting
Standard for Business Combinations” (ASBJ Statement No.
21, September 13, 2013), the “Revised Accounting Standard
for Consolidated Financial Statements” (ASBJ statement No.
22, September 13, 2013) and the “Revised Accounting Stan-
dard for Business Divestitures” (ASBJ Statement No. 7,
September 13, 2013) from the current fiscal year. Under the
adopted accounting standards, acquisition-related costs are
recognized as expenses in the consolidated fiscal year in which
costs are incurred. In addition, presentation of net income and
non-controlling interest from shares of minor shareholders has
been changed. To reflect the change in presentation, consoli-
dated financial statement of previous fiscal year is reclassified.

For the application of the Accounting Standard Business
Combinations, etc., in accordance with the transitional treat-
ment prescribed in Paragraph 58-2 (4) of the Revised Account-
ing Standard for Business Combinations, in Paragraph 44-5 (4)
of the Revised Accounting Standard for Consolidated Financial
Statements and in Paragraph 57-4 (4) of the Revised Account-
ing Standard for Business Divestitures, it has been applied
from the beginning of the current fiscal year.

The effect of this application is immaterial.

In the consolidated statement of cash flows, cash flows
expensing related to commissions for the purchase of subsid-
iary shares associated with change in scope of consolidation
are presented in operating activities.

There is no effect on the year-end balance of capital surplus
in consolidated statement of changes in net assets of current
fiscal year.

In addition, the effects on net assets per share, profit
attributable to owners of parent per share and diluted profit
attributable to owners of parent per share are immaterial.

(q) Amounts per share of common stock—The computation of



< 15 >>

JSR CORPORATION
ANNUAL REPORT 2016

profit attributable to owners parent per share of common stock is
based on the average number of shares outstanding during each
fiscal year. Treasury stock has been excluded in the calculation of
amounts per share of common stock.

Cash dividends per share represent actual amounts applicable to
the respective years.
(r) Reclassifications—Certain prior year amounts have been reclassi-
fied and restated to conform to the current year presentation.

These reclassifications and restatements had no effect on previ-
ously reported results of operations or retained earnings.
(s) New Accounting Pronouncements—“Revised Implementation
Guidance on Recoverability of Deferred Tax Assets” (ASBJ Guidance
No. 26, March 28, 2016 (hereinafter, “Guidance No. 26”)

Overview
Following the framework in Auditing Committee Report No. 66
“Audit Treatment regarding the Judgment of Recoverability of
Deferred Tax Assets”, which prescribes estimation of deferred tax
assets according to the classification of the entity by one of five
types, the following treatments were changed as necessary:

3. Cash and Cash Equivalents

(i) Treatment for an entity that does not meet any of the criteria in
types 1 to 5;

(i) Criteria for types 2 and 3;

(iii) Treatment for deductible temporary differences which an entity
classified as type 2 is unable to schedule;

(vi) Treatment for the period which an entity classified as type 3 is
able to reasonably estimate with respect to future taxable
income before consideration of taxable or deductible tempo-
rary differences that exist at the end of the current fiscal year;
and

(v) Treatment when an entity classified as type 4 also meets the
criteria for types 2 or 3.

Effective Date
Effective from the beginning of the fiscal year ending March 31,
2017.

Effects of the application of the standards
The Company is in the process of measuring the effects of
applying the revised accounting standard.

Cash and cash equivalents at March 31, 2015 and 2016 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2015 2016 2016
Cash and deposits ¥ 47,984 ¥ 52,081 $ 462,205
Short-term investment securities 67,997 60,010 532,574
Time deposits over three months (14,182) (5,825) (51,695)
Negotiable certificates of deposit over three months (26,000) (22,500) (199,681)
Current assets: Other (repurchase agreement) 2,106 5,628 49,948
Cash and cash equivalents ¥ 77,906 ¥ 89,395 $ 793,351
4. Allowance for doubtful accounts
Allowance for doubtful accounts as of March 31, 2015 and 2016 were as follows:
Thousands of
Millions of yen U.S. dollars
Allowance for doubtful accounts 2015 2016 2016
Current assets: Notes and accounts receivable—trade ¥(326) ¥(418) $(3,711)
Investments and other assets: Other (140) (359) (3,187)
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5. Fair Value of Financial Instruments
The following is a summary of the amount on consolidated balance
sheet, fair value and the difference between these two items by major

financial instruments as of March 31, 2015 and 2016. Financial
instruments which fair value is extremely difficult to estimate is exclud-
ed from the following table.

Millions of yen
Book value Fair value Difference
March 31, 2015:

(1) Cash and deposits ¥ 47,984 ¥ 47,984 ¥ —
(2) Notes and accounts receivable—trade 83,449 83,449 —
(8) Short-term investment securities and investment securities 115,232 116,511 1,279

Total assets ¥246,665 ¥247,944 ¥1,279
(4) Notes and accounts payable—trade 72,442 72,442 —
(5) Short-term loans payable 16,107 16,107 —
(6) Long-term loans payable (included repayment due within one year) 22,920 22,599 (820)

Total liabilities ¥111,469 ¥111,148 ¥ (320)

March 31, 2016:

(1) Cash and deposits ¥ 52,081 ¥ 52,081 ¥ —
(2) Notes and accounts receivable—trade 78,296 78,296 —
(8) Short-term investment securities and investment securities 94,895 94,895 —

Total assets ¥225,273 ¥225,273 Y —
(4) Notes and accounts payable—trade 53,836 53,836 —
(5) Short-term loans payable 14,346 14,346 —
(6) Long-term loans payable (included repayment due within one year) 28,744 28,335 (409)

Total liabilities ¥ 96,925 ¥ 96,516 ¥ (409)

Thousands of U.S. dollars

Book value Fair value Difference
March 31, 2016:

(1) Cash and deposits $ 462,205 $ 462,205 $ —
(2) Notes and accounts receivable—trade 694,856 694,856 —
(8) Short-term investment securities and investment securities 842,163 842,163 —

Total assets $1,999,224 $1,999,224 $ —
(4) Notes and accounts payable—trade 477,778 477,778 —
(5) Short-term loans payable 127,315 127,315 —
(6) Long-term loans payable (included repayment due within one year) 255,090 251,461 (3,629)

Total liabilities

$ 860,183 $ 856,554 $(3,629)
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approximate fair values because of their short maturities.
(5) Short-term loans payable

Short-term loans payable approximate fair value.
(6) Long-term loans payable
The fair value of long-term loans payable is measured at the
present value by discounting expected repayments of principal
and interest in the remaining period using an assumed interest rate
on an equivalent new loan.

The fair value of long-term loans payable subject to a special
accounting method for interest rate swaps which qualify for hedge
accounting meet specific matching criteria is measured at the
present value by discounting expected repayments of principal
and interest together with the interest rate swaps in the remaining
period using an assumed interest rate on an equivalent new loan.

1. Method to determine the estimated fair values of financial instru-
ments and other matters related to securities and derivative
transactions
(1) Cash and cash equivalents, and time deposits

The carrying values of cash and cash equivalents, and time
deposits approximate fair value because of their short maturities.

(2) Notes and accounts receivable—trade
The carrying values of notes and accounts receivable—trade
approximate fair value because of their short maturities.

(8) Short-term investment securities and investment securities
The fair value of securities and investment securities are
measured at the quoted market price of the stock exchange
for the equity instruments. Negotiable deposit, commercial
paper and cash in trust approximate fair value.

(4) Notes and accounts payable—trade
The carrying values of notes and accounts payable—trade

2. Financial instruments for which it is extremely difficult to estimate the fair values were as follows:

Thousands of

Millions of yen U.S. dollars
2015 2016 2016
Non-listed equity securities ¥27,276 ¥32,993 $292,802
Investments in capital 3,948 5,784 51,330
3. Redemptions schedule of monetary claims and securities with fixed maturities were as follows:
Millions of yen
Due within Due after one year  Due after five years Due over
one year and within five years  and within ten years ten years Total
March 31, 2015:
(1) Cash and deposits ¥ 4,882 ¥— ¥— ¥— ¥ 4,882
(2) Notes and accounts receivable—trade 83,449 — — — 83,449
(8) Short-term investment securities and investment securities
Available-for-sale securities with fixed maturities
Other 67,997 — — — 67,997
Total ¥156,328 ¥— ¥— ¥— ¥156,328
March 31, 2016:
(1) Cash and deposits ¥ 5,825 ¥— ¥— ¥— ¥ 5,825
(2) Notes and accounts receivable—trade 78,296 — — — 78,296
(8) Short-term investment securities and investment securities
Available-for-sale securities with fixed maturities
Other 60,010 — — — 60,010
Total ¥144,132 ¥— ¥— ¥— ¥144,132
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Thousands of U.S. dollars

Due within Due after one year  Due after five years Due over
one year and within five years  and within ten years ten years Total
March 31, 2016:
(1) Cash and deposits $ 51,695 $— $— $— $ 51,695
(2) Notes and accounts receivable—trade 694,856 — — — 694,856
(8) Short-term investment securities and investment securities
Available-for-sale securities with fixed maturities
Other 532,574 — _ _ 532,574
Total $1,279,124 $— $— $—  $1,279,124

4. See Note7 for scheduled repayments of long term debt.

6. Short-term investment securities and Investment Securities
(1) The following tables summarize the acquisition cost and book value of available-for-sale securities with available fair value as of March 31,

2015 and 2016:
(a) Securities with book value exceeding acquisition cost

Millions of yen
2015
Acquisition cost Book value Difference
Equity securities ¥12,481 ¥40,476 ¥27,995
Millions of yen
2016
Acquisition cost Book value Difference
Equity securities ¥12,483 ¥34,591 ¥22,108
Thousands of U.S. dollars
2016
Acquisition cost Book value Difference
Equity securities $110,783 $306,982 $196,199
(b) Securities with book value not exceeding acquisition cost
Millions of yen
2015
Acquisition cost Book value Difference
Equity securities ¥2,647 ¥449 ¥(2,198)
Millions of yen
2016
Acquisition cost Book value Difference
Equity securities ¥2,724 ¥294 ¥(2,430)
Thousands of U.S. dollars
2016
Acquisition cost Book value Difference
Equity securities $24,173 $2,608 $(21,565)
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(2) Total sales of available-for-sale securities sold and the related gains and losses for the years ended March 31, 2015 and 2016 were as follows:

Thousands of

Millions of yen U.S. dollars
2015 2016 2016
Total sales ¥103 ¥1,285 $11,408
Gain 1 634 5,622
Loss — — —
7. Short-Term Loans Payable and Long-Term Loans Payable
Short-term loans payable at March 31, 2015 and 2016 consisted of the following:
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Short-term loans principally from banks with interest rates 1.0%
per annum (weighted average interest rate) at March 31, 2015 and 2016:
Secured 603 1,110 9,847
Unsecured 15,504 13,236 117,468
¥16,107 ¥14,346 $127,315

Long-term loans payable (included repayment due within one year) at March 31, 2015 and 2016 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2015 2016 2016
Loans principally from banks and insurance companies due through
2022 with interest rates 2.2% and 2.0% per annum
(weighted average interest rate) in 2015 and 2016, respectively:
Secured 773 752 6,675
Unsecured 22,147 27,991 248,415
22,920 28,744 255,090
Less amount due within one year 2,533 6,494 57,634
¥20,387 ¥22,249 $197,456
The following assets were pledged as collateral for secured loans at March 31.
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Cash and deposits ¥ 408 ¥ 445 $ 3,951
Notes and accounts receivable—trade, net 1,508 3,767 33,432
Inventories 423 816 7,238
Current assets: Other 805 910 8,074
Buildings and structures, net 3,132 2,868 25,453
Machinery, equipment and vehicles, net 1,020 1,182 10,493
Land 4,468 4,593 40,765
Property, plant and equipment: Other, net 59 114 1,008
Intangible assets: Other 103 110 974
Investments and other assets: Other, net 75 160 1,416

Total ¥12,001 ¥14,964 $132,804
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The annual maturities of long-term debt at March 31, 2016 were as follows:

Thousands of

Year ending March 31 Millions of yen U.S. dollars
2017 ¥ 6,494 $ 57,634
2018 6,070 53,870
2019 6,038 53,584
2020 5,388 47,819
2021 3,533 31,359
2022 and thereafter 1,220 10,825
¥28,744 $255,090

8. Employees’ Severance and Retirement Benefits

The Company and domestic consolidated subsidiaries have a corporate pension fund plan and a lump-sum payment plan which are defined ben-
efit plans.

Defined benefit plans
1. Movement in retirement benefit obligation

Thousands of

Millions of yen U.S. dollars
2015 2016 2016
Balance at April 1 ¥50,262 ¥50,197 $445,483
Cumulative effects of changes in accounting policies (1,498) — —
Restated balance 48,764 50,197 445,483
Current service cost 2,389 2,590 22,987
Interest cost 376 286 2,540
Actuarial loss (gain) 1,097 1,292 11,465
Benefits paid (2,389) (2,685) (23,827)
Other (40) (21) (188)
Balance at March 31 ¥50,197 ¥51,659 $458,460
2. Movements in plan assets
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Balance at April 1 ¥35,019 ¥36,451 $323,493
Expected return on plan assets 376 149 1,326
Actuarial loss (gain) 1,317 199 1,766
Contirbutions paid by the employer 1,566 1,618 14,361
Benefits paid (1,798) (1,909) (16,945)
Other (29) (29) (259)

Balance at March 31 ¥36,451 ¥36,479 $323,741
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3. Reconcilation from retirement benefit obligation and plan assets to liability (assets) for retirement benefit
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Funded retirement benefit obligation ¥ 39,003 ¥ 40,002 $ 355,008
Plan assets (36,451) (36,479) (323,741)
2,552 3,523 31,267
Unfunded retirement benefit obligation 11,194 11,657 103,452
Total Net liablility (assets) for retirement benefit at March 31 18,746 15,180 134,719
Net defined benefit liability 13,746 15,180 134,719
Total Net liablility (assets) for retirement benefit at March 31 ¥ 18,746 ¥ 15,180 $134,719
4. Retirement benefit costs
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Current service cost 2,389 2,590 22,987
Interest cost 376 285 2,529
Expected return on plan assets (876) (149) (1,326)
Net actuarial loss amotizaiton 293 (220) (1,952)
Total retirement benefit costs for the fiscal year ended March 31 ¥2,682 ¥2,506 $22,238
5. Other comprehensive income on remeasurements of defined benefit plans, before tax
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Actuarial gains and losses 513 (1,313) (11,651)
Total balance at March 31 ¥513 ¥(1,313) $(11,651)
6. Accumulated other comprehensive income on remeasurements of defined benefit plans, before tax
Thousands of
Millions of yen U.S. dollars
2015 2016 2016
Unrecognized actuarial gains and losses 220 (1,093) (9,699)
Total balance at March 31 ¥220 ¥(1,093) $(9,699)
7. Plan assets
(1) Plan assets comprise:
2015 2016
Bonds 71.5% 70.1%
Equity securities 8.0 8.3
Cash and cash equivalents 0.7 2.9
Alternative investments 19.8 18.7
Total 100.0% 100.0%

(2) Long-term expected rate of return

Current and target asset allocations, historical and expected returns on various categories of plan assets have been considered to determine

long-term expected rate of return.
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8. Actuarial assumptions
Principal actuarial assumptions at March 31

2015 2016
Discount rate (mainly) 0.64% 0.40%
Long-term expected rate of return (mainly) 0.57 0.35
9. Income Taxes Due to these changes in statutory income tax rates, net deferred
Income taxes in the accompanying consolidated statements of tax assets (after deducting deferred tax liabilities) decreased by ¥7
income comprise corporation, enterprise and inhabitants’taxes. The million ($62 thousand) as of March 31, 2016, deferred income tax
statutory income tax rate was approximately 33.1%. expense recognized for the fiscal year ended March 31, 2016 in-
Amendments to the Japanese tax regulations were enacted in creased by ¥367 million ($3,260 thousand), net unrealized gains on
regular Diet session on March 29, 2016. Based on these amend- securities increased by ¥379 million ($3,365 thousand), and remea-
ments, the statutory income tax rate will be reduced from 32.3% to surements of defined benefit plans decreased ¥19 million ($167
30.9% effective from the year beginning April 1, 2016, and to 30.6% thousand).

effective from the year beginning April 1, 2018, thereafter.

The following table summarizes the significant differences between the statutory income tax rate and the Companies’ effective tax rates for
financial statement purposes for the years ended March 31, 2015 and 2016:

2015 2016
Statutory income tax rate 35.6% 33.1%
Tax credit on research and development costs (4.6) (3.5)
Share of loss (profit) of entities accounted for using equity method 0.2 (2.2)
Valuation allowance 1.2 (10.6)
Effect of enacted changes in tax laws and rates on Japanese tax 1.8 1.3
Other (5.2) 0.3

Effective tax rate 29.0% 18.4%
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Significant components of the Companies’ deferred tax assets and liabilities as of March 31, 2015 and 2016 were as follows:

Thousands of

Millions of yen U.S. dollars
2015 2016 2016
Deferred tax assets:

Net defined benefit liability ¥ 4,429 ¥ 4,181 $ 37,104
Impairment loss 501 1,872 16,615
Unrealized gain on sale of inventories 1,650 1,295 11,489
Accured bonuses 1,372 1,294 11,484
Loss carried forward 3,439 1,132 10,043
Unrealized gain on sale of non-current assets 959 850 7,545
Loss on valuation of investment securities 544 430 3,812
Other 2,929 3,545 31,458
Sub-total 15,723 14,598 129,550
Valuation allowance (4,330) (2,515) (22,316)
Total deferred tax assets 11,393 12,083 107,234

Deferred tax liabilities:
Unrealized gains on securities 9,171) (6,716) (59,601)
Deferred gain on sales of non-current assets (2,736) (2,705) (24,005)
Other (1,539) (1,652) (14,660)
Total deferred tax liabilities (13,446) (11,073) (98,266)
Net deferred tax assets (liabilities) ¥ (2,053) ¥ 1,011 $ 8,968

10. Impairment loss of Non-current Assets

The Companies recognized impairment losses on the following group of noncurrent assets for the year ended March 31, 2015 and 2016.

Thousands of

Millions of yen U.S. dollars
Use Location Asset category 2016 2016
Buildings and structures ¥2,287 $20,300
. ‘ Hokuto City, Machinery, equipment and vehicles 3,471 30,806
Assets for fine ohemlgals and Yamanashi Prefecture Land 118 1.051
other products business ’
Other 264 2,343
Other Land and buildings and Other 1,398 12,411
Total ¥7,539 $66,911

The Companies have grouped their non-currernt assets into business units. Non-current assets that are idle or not being used for business
activities are assessed individually. The book value of non-current asset was written down to its recoverable value.
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11. Comprehensive income

Amounts reclassified to profit in the current period that were recognized in other comprehensive income in the current or previous periods and
tax effects for each component of other comprehensive income were as follows;

Thousands of

Millions of yen U.S. dollars
2015 2016 2016

Unrealized gains on securities:

Occurrence amount ¥ 8,288 ¥ (6,451) $ (57,251)

Recycling 2,250 (581) (5,155)

Before tax effect ¥10,538 ¥ (7,032) $ (62,406)

Tax effect (2,820) 3,042 26,994

Unrealized gains on securities, net of tax 7,718 (3,990) (35,412)
Foreign currency translation adjustments

Occurrence amount ¥ 6,647 ¥ (4,320) $ (38,338)

Foreign currency translation adjustments ¥ 6,647 ¥ (4,320) $ (38,338)
Remeasurements of defined benefit plans:

Occurrence amount ¥ 220 ¥ (1,093) $ (9,699)

Recycling 293 (220) (1,952)

Before tax effect 513 (1,313) (11,651)

Tax effect (175) 406 3,601

Remeasurements of defined benefit plans, net of tax 338 (907) (8,050)
Share of other comprehensive income of associates accounted for using equity method

Occurrence amount ¥ 1,695 (1,187) (10,536)

Share of other comprehensive income of associates accounted for using equity method ¥ 1,695 (1,187) (10,536)
Total other comprehensive income before tax ¥19,393 ¥(13,852) $(122,931)
Tax effect ¥ (2,995) ¥ 3,448 $ 30,595
Other comprehensive income, net of tax ¥16,398 ¥(10,404) $ (92,336)

12. Net Assets
Under the Japanese laws and regulations, the entire amount paid for
new shares is required to be designated as common stock. However,
a company may, by a resolution of the Board of Directors, designate
an amount not exceeding one-half of the price of the new shares as
additional paid-in capital, which is included in capital surplus.

Under the Japanese Corporate Law (“the Law”), in the case where
a dividend distribution of surplus is made, the smaller of an amount
equal to 10% of the dividends or the excess, if any, of 25% of com-
mon stock over the total of additional paid-in capital and legal earn-
ings reserve must be set aside as additional paid-in capital or legal
earnings reserve. Legal earnings reserve is included in retained
earnings in the accompanying consolidated balance sheets.

Additional paid-in capital and all legal earnings reserve may be
transferred to other capital surplus and retained earnings, respec-
tively, which are potentially available for dividends.

The maximum amount that the Company can distribute as
dividends is calculated based on the non-consolidated financial
statements of the Company in accordance with the Japanese laws
and regulations.

At the annual shareholders meeting held on June 17, 2016, the
shareholders resolved cash dividends amounting to ¥5,640 million
($50,050 thousand). Such appropriations have not been accrued in
the consolidated financial statements as of March 31, 2016. Such
appropriations are recognized in the period in which they are resolved.
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13. Stock Option Plans

The shareholders of the Company approved the issuance of stock options to the directors and the executive officers of the Company as follows:

Date of resolution of the general shareholders’ meeting

June 17, 2005

June 16, 2006

June 15, 2007

The maximum number of shares to be issued
Exercisable period of stock options

Stock subscription rights which have been vested

outstanding as of March 31, 2016
Exercise price per share

Date of resolution of the general shareholders’ meeting

62,500 shares
From June 18, 2005
to June 17, 2025

22,000 shares
¥1
$0.01

June 13, 2008

39,100 shares

From August 2, 2006

to June 16, 2026
24,200 shares
¥1

$0.01

June 16, 2009

48,500 shares
From July 11, 2007
to July 10, 2027

35,900 shares
¥1
$0.01

June 18, 2010

The maximum number of shares to be issued
Exercisable period of stock options

Stock subscription rights which have been vested

outstanding as of March 31, 2016
Exercise price per share

Date of resolution of the general shareholders’ meeting

73,900 shares
From July 16, 2008
to July 15, 2028

55,400 shares
¥1
$0.01

June 17, 2011

80,200 shares
From July 15, 2009
to July 14, 2029

70,100 shares
¥1
$0.01

June 15, 2012

84,200 shares
From July 14, 2010
to July 13, 2030

81,900 shares
¥1
$0.01

June 21, 2013

The maximum number of shares to be issued
Exercisable period of stock options

Stock subscription rights which have been vested

outstanding as of March 31, 2016
Exercise price per share

Date of resolution of the general shareholders’ meeting

81,000 shares
From July 13, 2011
to July 12, 2031

81,000 shares
¥1
$0.01

June 17, 2014

95,200 shares
From July 11, 2012
to July 10, 2032

95,200 shares
¥1
$0.01

June 17, 2015

50,100 shares
From July 17, 2013
to July 16, 2033

50,100 shares
¥1
$0.01

The maximum number of shares to be issued
Exercisable period of stock options

Stock subscription rights which have been vested
outstanding as of March 31, 2016
Exercise price per share

55,800 shares
From July 31, 2014
to July 30, 2034

54,000 shares
¥1
$0.01

51,600 shares
From July 29, 2015
to July 28, 2020

51,600 shares
¥1
$0.01

The compensation cost recognized for these stock options for the years ended March 31, 2015 and 2016 was ¥83 million and ¥90 million ($803
thousand) respectively, and was included in selling, general and administrative expenses in the consolidated statements of income.
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14. Derivative Transactions

(1) Qualitative disclosure about derivatives

The Companies enter into foreign exchange forward contracts and
interest rate swap contracts as derivative financial instruments. The
Companies deal with foreign exchange forward transactions to hedge
exchange rate risks of trade receivables and payables denominated in
foreign currency. Interest rate swap transactions are made in order to
reduce interest rate risks on loans payable.

The Companies do not enter into derivatives for speculative
transaction purposes. Hedge accounting is used for interest rate
swaps in the case where there is a high degree of correlation between
the hedging instruments and the hedged items.

Significant conditions surrounding hedging instruments are the

(2) Quantitative disclosure about derivatives

same as those for the items hedged, the risks of which will likely
continue to be hedged through hedge transactions.

Foreign exchange forward contracts that the Companies entered
have risks due to fluctuations in foreign exchange rates. Interest rate
swap contracts that the Companies entered have risks due to fluctua-
tions in interest rates. Due to the fact that counterparties to the
Companies represent major financial institutions that have high
creditworthiness, the Companies believe that the overall credit risk
related to its financial instruments is insignificant.

Derivative transactions are executed and controlled based on the
Companies’ internal rules and are approved by the responsible
officials. The balances of such transactions with counterparties are
periodically confirmed.

The following contract amounts are only nominal or notional amounts of derivatives, and do not necessarily indicate the magnitude of market risk

associated with the derivative transactions.

Contract amounts, market values and recognized gains or losses on the derivative transactions, except those accounted for using hedge

accounting, at March 31, 2015 and 2016 were as follows:

(a) Related to currencies

Millions of yen
Recognized
Contract amount Over one year Market value gains or losses
March 31, 2015:
[tems not traded on exchanges
Foreign exchange forward contracts

Selling: U.S. Dollars ¥1,812 ¥— ¥(19) ¥(19)
Euro 1,010 — 60 60

Buying: U.S. Dollars 1,711 — 0 0
Euro 768 — (18) (18)
Swiss Franc 10 — 0 0
Australian dollar 1 — (@) 0)
Jananese Yen 851 — 6) (6)

Total ¥ — ¥— ¥17 ¥17

Millions of yen
Recognized
Contract amount QOver one year Market value gains or losses
March 31, 2016:
[tems not traded on exchanges
Foreign exchange forward contracts

Selling: U.S. Dollars ¥1,242 ¥— ¥30 ¥30
Euro 1,711 — 30 30
Chinese Yuan 22 — 0 0

Buying: U.S. Dollars 1,318 — (3) (3)
Euro 384 — (2) (2)
Swiss Franc 0 — (0) (0)
Japanese Yen 672 — 1 1

Total ¥ — ¥— ¥56 ¥56
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Thousands of U.S. dollars

Recognized
Contract amount Qver one year Market value gains or losses
March 31, 2016:
ltems not traded on exchanges
Foreign exchange forward contracts
U.S. Dollars $11,022 $— $266 $266
Euro 15,183 — 264 264
Chinese Yuan 199 — 4 4
U.S. Dollars 11,698 — (30) (30)
Euro 3,410 — (15) (15)
Swiss Franc 0 — 0) (0)
Japanese Yen 5,964 — 8 8
$ — $— $497 $497
Market values are calculated using foreign exchange forward rates.
(b) Related to interests
Millions of yen
Contract amount Over one year Market value
March 31, 2015:
Special treatment for interest rate swaps Interest rate swaps
Fzpaid fix / received floating) (Heaged ﬁem: Long-term Ioa?ws payable) ¥21,487 ¥19,202 ¥(213)
Total ¥21,437 ¥19,202 ¥(213)
Millions of yen
Contract amount Over one year Market value
March 31, 2016:
Special treatment for interest rate swaps Interest rate swaps
F()paid fix / received floating) (Heaged Fiiem: Long-term Ioaﬁs payable) ¥16,158 ¥2,817 ¥(312)
Total ¥16,158 ¥2,817 ¥(312)
Thousands of U.S. dollars
Contract amount Over one year Market value
March 31, 2016:
Special treatment for interest rate swaps Interest rate swaps
F()paid fix / received floating) (Heaged Fi?fem: Long-term Ianr)ws payable) $143,400 $25,000 $(2.771)
Total $143,400 $25,000 $(2,771)

15. Research and Development Expenses
Research and development expenses of the Companies for the years ended March 31, 2015 and 2016 were, ¥22,253 million and ¥21,260
million ($188,679 thousand), respectively, which are included in selling, general and administrative expenses or manufacturing costs.
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16. Segment Information
The Companies’ business segments are classified into the following three business segments: (1) Elastomers business, (2) Plastics business, and
(8) Fine chemicals and other products business.

A summary of net sales, costs and expenses, operating income, identifiable assets, depreciation, impairment loss and capital expenditures by
segment of business activities for the years ended March 31, 2015 and 2016 were as follows:

Millions of yen
Fine chemicals
Elastomers Plastics and other products Total Reconciliation Consolidated
For 2015:
Sales to external customers ¥198,958 ¥55,161 ¥149,954 ¥404,073 ¥ — ¥404,073
Inter-segment sales/transfers 3,974 — — 3,974 (8,974) —
Sales total 202,932 55,161 149,954 408,047 (8,974) 404,073
Operating income ¥ 10,736 ¥ 2,842 ¥ 24,490 ¥ 38,068 ¥ — ¥ 38,068
Identifiable assets ¥233,286 ¥35,108 ¥158,802 ¥427,196 ¥107,396 ¥534,592
Depreciation and amortization 7,521 1,114 8,772 17,407 — 17,407
Impairment loss — — — — — —
Capital expenditures 16,472 2,035 16,650 35,157 — 35,157
Amortization of goodwill — 44 — 44 — 44
Goodwill — 620 5,860 6,480 — 6,480
Millions of yen
Fine chemicals
Elastomers Plastics and other products Total Reconciliation Consolidated
For 2016:
Sales to external customers ¥179,253 ¥52,207 ¥155,250 ¥386,709 ¥ — ¥386,709
Inter-segment sales/transfers 3,734 — — 3,734 (3,734) —
Sales total 182,987 52,207 155,250 390,443 (3,734) 386,709
Operating income ¥ 7,492 ¥ 5114 ¥ 21,803 ¥ 34,408 ¥ — ¥ 34,408
|dentifiable assets ¥221,029 ¥32,842 ¥156,413 ¥410,284 ¥106,076 ¥516,360
Depreciation and amortization 7,662 1,051 9,795 18,508 — 18,508
Impairment loss — — 7,539 7,539 — 7,539
Capital expenditures 15,278 837 8,161 24,276 — 24,276
Amortization of goodwill — 45 401 446 — 446
Goodwill — 585 9,204 9,788 — 9,788
Thousands of U.S. dollars
Fine chemicals
Elastomers Plastics and other products Total Reconciliation Consolidated
For 2016:
Sales to external customers $1,590,811 $463,319  $1,377,795  $3,431,924 $ —  $3,431,924
Inter-segment sales/transfers 33,138 — — 33,138 (33,138) —
Sales total 1,623,949 463,319 1,377,795 3,465,062 (33,138) 3,431,924
Operating income $ 66,488 $ 45383 $ 193,491 $ 305,362 $ — $ 305,362
Identifiable assets $1,961,562 $291,465 $1,388,114  $3,641,141 $941,390  $4,582,531
Depreciation and amortization 67,995 9,331 86,931 164,257 — 164,257
Impairment loss — — 66,911 66,911 — 66,911
Capital expenditures 135,592 7,430 72,424 215,445 — 215,445
Amortization of goodwill — 399 3,556 3,955 — 3,955
Goodwill — 5,188 81,679 86,867 — 86,867

Assets in reconciliation are related mainly to Cash, Short-term investment securities and Investment securities of the Company.
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Geographic segment information with respect to net sales for the years ended March 31, 2015 and 2016 were as follows:

Millions of yen
Japan Korea China Others Total
For 2015: ¥188,833 ¥47,544 ¥45,229 ¥122,467 ¥404,073
For 2016: ¥171,643 ¥41,156 ¥48,156 ¥125,753 ¥386,709

Thousands of U.S. dollars

Japan Korea China Others Total

For 2016: $1,523,282 $365,249 $427,372  $1,116,021  $3,431,924

The geographical segments consist of Japan, Korea, China and Others. Japan, Korea and China have been divided as independent segments
considering the materiality of the sales. Main countries included in Others segment were as follows;

Taiwan, Thailand, United States, Belgium

Geographic segment information with respect to property, plant and equipment for the years ended March 31, 2015 and 2016 were as follows:

Millions of yen
Japan Thailand Others Total
For 2015: ¥76,654 ¥25,623 ¥13,636 ¥115,913
For 2016: ¥72,550 ¥27,193 ¥12,950 ¥112,694

Thousands of U.S. dollars

Japan Thailand Others Total

For 2016: $643,859 $241,334 $114,930  $1,000,123

The geographical segments consist of Japan, Thailand and Others. Japan and Thailand have been divided as independent segments considering
the materiality of the property, plant and equipment. Main countries included in Others segment were as follows;

Korea, China, Taiwan, United States, Belgium
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17. Related Parties
Related party transactions

Significant transactions and balances with related parties as of and for the years ended March 31, 2015 and 2016 were as follows:
Thousands of

Millions of yen U.S. dollars
2015 2016 2016
BRIDGESTONE Corporation (a major shareholder):
Net Sales ¥36,888 ¥31,174 $276,657
Notes and accounts receivable—trade, net 12,777 10,611 94,167
JSR MOL Synthetic Rubber Ltd. (subsidiary):
Undertaking capital increase — 5,217 46,298

18. Business Combinations

Acquisition of MEDICAL & BIOLOGICAL LABORATORIES CO., LTD.

1. Summary of business combination

The Company purchased the 50.01% stake in MEDICAL & BIOLOGICAL LABORATORIES CO., LTD. on October 2, 2015.

(1) Name and business of the aquired company
Name of the acquired company: MEDICAL & BIOLOGICAL LABORATORIES CO., LTD.
Business: Research and development, manufacturing and distribution of in vitro diagnostics and reagent for fundamental research
(2) Major reason for business combination
The acquisition of MEDICAL & BIOLOGICAL LABORATORIES CO., LTD. will allow the Companies to build-up the companies’ business
foundation in the field of reagent business for drug development and diagnostic pharmaceuticals.
(8) Date of business combination
October 2, 2015
(4) Legal form of business combination
Acquisition of shares for cash consideration
(5) Company name after business combination
MEDICAL & BIOLOGICAL LABORATORIES CO., LTD.
(6) Percentage of acquired voting rights
Percentage of voting rights held immediately before business combination: 49.21%
Percentage of voting rights added on business combination date: 0.80%
Percentage of voting rights held upon acquisition: 50.01%
(7) Basis for determining the acquiring company
The Company acquired 50.01% of the voting rights in exchange for cash.

2. Period of operating results of the acquired company included in the consolidated financial statements
As the Company deemed the acquision date as October 1, 2015, operating results were included in the consolidated financial statements from
3rd quarter, 2016.

3. Acquisition cost
Fair value of equity owned by the Company before business combination: ¥7,341 million ($65,150 thousand).
Fair value of additional equity acquired by the Company on the date of business combination: ¥119 million ($1,057 thousand).
Total acquisition cost: ¥7,460 million ($66,207 thousand).

4. Main acquisition related costs
Fee paid to The Nomura Trust and Banking Co., Ltd.: ¥4 million ($40 thousand).



< 31 >

JSR CORPORATION
ANNUAL REPORT 2016 >

5. Difference between Acquisition cost and accumulation of each deal.
Gain on step acquisitions: ¥1,758 million ($15,598 thousand).

6. Amount of goodwill, reason for recognition, and amortization method and period
(1) Amount of goodwill: ¥3,734 million ($33,138 thousand).
(2) Reason for recognition: Goodwill was recognized as the excess of the acquisition cost over the net fair value of assets acquired and
liabilities assumed.
(8) Amortzation method and period: Straight-line method over 20 years

7. Details on assets acquired and liabilities assumed on the date of business combinataion

Current assets ¥ 8,125 million ($ 72,111 thousand)
Non-current assets ¥ 4,329 million ($ 38,420 thousand)
Total assets ¥12,455 million ($110,531 thousand)
Current liabilities ¥ 2,700 million ($ 23,965 thousand)
Non-current liabilities ¥ 2,068 million ($ 18,355 thousand)
Total liabilities ¥ 4,769 million ($ 42,320 thousand)

8. Effect on the consolidated statement of income assuming the business combination had been carried out on April 1, 2015.

Net sales ¥3,816 million ($33,867 thousand)
Profit before income taxes ¥ 41 milion ($ 368 thousand)
Profit attributable to owners of parent ¥ 141 milion ($ 1,254 thousand)

The above amounts represent the difference between the actual figures and the estimates of the figures calculated based on the assumption that
the business combination was completed at the beginning of the fiscal year ended March 31, 2016.

The amortized amount of goodwill was calculated assuming that the goodwill recognized at the time of the business combination had arisen
at the beginning of the fiscal year ended March 31, 2016.

The above amounts are un-audited.

19. Contingent Liabilities

At March 31, 2016, the Companies were contingently liable as guarantors for loans of CMIC JSR Biologics Co., Ltd., JEY-TRANS CO., LTD.,
PT.ELASTOMIX INDONESIA and employees in the amount of ¥1,123 million ($9,964 thousand), ¥156 million ($1,384 thousand), ¥188 million
($1,664 thousand) and ¥2 million ($15 thousand), respectively.

20. Subsequent Events
At the June 17, 2016 annual meeting, the Company’s shareholders approved the following appropriations of retained earnings: Payment of a
year-end cash dividend of ¥25.00 ($0.22) per share aggregating ¥5,640 million ($50,050 thousand).
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To the Board of Directors of JSR Corporation:

Independent Auditor’s Report

We have audited the accompanying consolidated financial statements of JSR Corporation and its consolidated
subsidiaries, which comprise the consolidated balance sheets as at March 31, 2016 and 2015, and the
consolidated statements of income, statements of comprehensive income, statements of changes in net assets
and statements of cash flows for the years then ended , and a summary of significant accounting policies and
other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in Japan, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgement, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, we consider internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, while the objective of the financial statement audit is not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of JSR Corporation and its consolidated subsidiaries as at March 31, 2016 and 2015, and their
financial performance and cash flows for the years then ended in accordance with accounting principles
generally accepted in Japan.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2016 are presented solely for convenience. Our audit also included the translation of yen amounts
into U.S. dollar amounts and, in our opinion, such translation has been made on the basis described in Note 1
to the consolidated financial statements.

KPHG AZSA LL(Cy

KPMG AZSA LLC
June 17, 2016
Tokyo, Japan
i parnes Coind P Acsoumants Low and rarmoat 1 of he

KPMG network of indepandent member firms alfihated with KPMG
[« I"KPMG ™), & Swiss antity






