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TEN-YEAR SUMMARY

Fiscal Years ended March 31 2008 2009 2010 2011
Results for the year
Net sales ¥ 406,968 ¥ 352,503 ¥310,184 ¥ 340,666
Costs and expenses 346,958 322,155 289,954 301,571
Operating profit 60,010 30,348 20,230 39,095
Interest and dividends income 1,309 1,230 568 626
Interest expenses (256) (271) (172) (146)
Profit before income taxes 54,867 20,803 19,458 40,674
Profit attributable to owners of parent 36,994 13,981 13,645 27,571
Capital expenditures 29,076 19,081 17,707 11,801
Depreciation 21,180 24,833 22,380 19,245
Year-end financial position
Total assets 416,951 339,498 373,566 390,591
Long-term loans payable 1,525 1,500 1,500 1,028
Total liabilities 159,288 97,512 122,865 126,475
Equity 252,539 240,896 249,440 262,679
Current ratio (times) 1.9 2.5 2.3 2.4
Return on assets (%) 8.9 4.1 3.7 7.1
Return on equity (%) 15.2 5.7 5.6 10.8
Equity ratio (%) 60.6 71.0 66.8 67.3
Per share of common stock (Yen and U.S. Dollars)
Profit attributable to owners of parent ¥ 147.26 ¥ b56.36 ¥ 5587 ¥ 113.07
Cash dividends 32.00 32.00 26.00 32.00
Equity 1,009.27 986.33 1,021.31 1,088.87
Note: U.S. dollar amounts are translated from yen, for convenience only, at a rate of $1=¥112.19; the exchange rate prevailing at March 31, 2017.
Net Sales/ Operating Profit/ Total Assets/ROA
Profit attributable to owners of parent Operating Profit Margin
(¥ billions) (¥ billions) (%) (¥ billions) (%)
500 50 40 16 600 576.0 12
390.6 324 500 10
30 12
400 8
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200 4
10 4
100 2

0
FY2013 14 15 16 17

B Net sales
B Profit attributable to owners of parent

0
FY2013 14 15 16 17

B Operating profit
== Operating profit margin

0
FY2013 14 15 16 17

B Total assets
== ROA
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Millions of yen  Thousands of U.S. dollars

2012 2013 2014 2015 2016 2017 2017
¥ 349,947 ¥ 371,487 ¥ 394,309 ¥ 404,073 ¥ 386,709 ¥ 390,599 $ 3,481,580
313,982 336,281 358,247 366,005 352,301 358,228 3,193,051
35,964 35,206 36,062 38,068 34,408 32,370 288,530
634 809 916 1,390 1,380 1,369 12,204
(147) (126) (142) (345) (527) (699) (6,227)
41,245 42,847 36,956 41,069 27,367 38,327 341,630
26,407 30,278 25,173 29,919 24,069 30,078 268,100
19,728 27,608 21,499 35,157 24,276 31,785 283,315
17,784 19,145 18,096 17,407 18,508 14,676 130,811
430,693 482,935 501,320 534,592 516,360 576,016 5,134,294
500 6,626 11,069 20,387 22,249 38,381 342,107
148,335 167,202 164,060 169,918 154,006 199,302 1,776,468
280,955 308,641 331,284 358,303 353,145 361,394 3,221,267
2.3 2.3 2.5 2.5 2.7 25 25
6.4 6.6 5.1 5.8 4.6 5.5 5.5
9.7 10.3 7.9 8.7 6.8 8.4 8.4
65.2 63.9 66.1 67.0 68.4 62.7 62.7
¥ 109.46 ¥ 126.13 ¥ 106.10 ¥ 128.19 ¥ 105.87 ¥ 13443 $ 1.20
32.00 34.00 38.00 40.00 50.00 50.00 0.45
1,164.63 1,299.77 1,409.06 1,557.08 1,565.45 1,624.14 14.48
Equity/ROE R&D Expenses/ Shareholder Return/
Capital Expenditures Dividend Payout Ratio
(¥ billions) (%) (¥ billions) (¥ billions) (%)
400 20 40 25
361.4
20
300 15 30
15
200 10 20
8.4 0
100 5 10
5
0 0 0 0
FY2013 14 15 16 17 FY2013 14 15 16 17 FY2013 14 15 16 17
B Equity B R&D expenses mm Dividend Share buyback

== ROE B Capital expenditures == Dividend payout ratio
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Analysis of Operating Results

Overview of FY ended March 2017

(April 1, 2016 to March 31, 2017)

In FY ended March 2017, among the JSR Group's main customer
industries, automobile tire production and automobile production
rose slightly above the previous year's level globally. However,
despite returning to the previous year’s level in the latter half of the
year, domestic tire production declined from the previous year level
due to sluggish production in the first half of the year. Demand in
the semiconductor grew, and production in the flat panel display
(FPD) market was robust. The exchange rate had a stronger yen
compared to the previous year.

Amid these circumstances, the Petrochemicals Business of the
JSR Group saw net sales rise in the Elastomers Business over the pre-
vious year due to an increase in exports and significant growth in sales
of Solution Styrene-Butadiene Rubber (SSBR) for fuel-efficient tires.
This was despite a sluggish elastomer products market, where there
was no improvement in the supply-and-demand balance due to exces-
sive supply of elastomers in East Asia in the first half of the year. On
the other hand, the Plastics Business saw sales fall below the pre-
vious year's level, being significantly affected by a drop in product
prices on the back of a fall in raw material prices. Thus, sales of the
Petrochemicals Business as a whole remained unchanged from the
previous year. Meanwhile, operating profit of the Petrochemicals
Business decreased from the previous year. Operating profit of the
Elastomers Business saw worsened profitability due to a strong yen
and deteriorating market conditions in the first half of the year; how-
ever, improved profitability and an increase in sales volume attrib-
utable to a market recovery in the latter half drove operating profit
above the previous year's level. At the same time, operating profit
of the Plastics Business fell below the previous year as a result of
worsening profitability arising from a drop in product prices associ-
ated with a fall in raw material prices.

The Fine Chemicals and Other Products Business saw the sales
volume of semiconductor materials and display materials increase

Segment Sales/Operating Profit «« milions)

above the previous year's levels due to improving demand in both
the semiconductor market and FPD market. On the other hand, net
sales of the Fine Chemicals Business fell below the previous year’s
level as a result of a strong yen and a drop in prices resulting from
intensifying competition in display materials. Net sales of the Life
Sciences Business, which is a new business mainstay of the JSR
Group, had a notable increase, and net sales of the Fine Chemicals
and Other Products Business increased compared to the previous
year. Operating profit 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 profit increased compared to the previous year due to a
reduction in the exchange losses in Group companies that occurred
in the previous year among other factors.

Profit attributable to owners of parent rose above the previous
year's level due to the fact that impairment losses in Group compa-
nies of the previous year did not apply to this fiscal year, profit from
sales of deposits and securities, and other factors.

In the fiscal year ended March 31, 2017, we reported net
sales of ¥390,599 million (up 1.0% year-on-year), operating profit
of ¥32,370 million (down 5.9% year-on-year), ordinary profit of
¥36,264 million (up 7.8% year-on-year), and profit attributable to
owners of parent of ¥30,078 million (up 25.0% year-on-year).

Review of Operations

Elastomers Business Segment

The production of automobile tires, one of the segment’s main
customer industries, increased from the previous year in North
America, China, and Europe, while it fell below the previous year's
level in Japan.

Under such circumstances, the Elastomers Business's net
sales increased above the previous year's level. This was achieved
despite sluggish sales for domestic tires due to a significant
increase in the sales volume of SSBR, which came in part from

Years ended March 31 2013 2014 2015 2016 2017
Elastomers Business ¥195,797 ¥203,478 ¥198,958 ¥179,253 ¥185,345
Operating profit 17,923 17,330 10,736 7,492 8,340
Plastics Business 51,759 57,764 55,161 52,207 46,035
Operating profit 2,962 3,919 2,842 5,114 3,773
Fine Chemicals and Other Products Business 123,931 133,067 149,954 155,250 159,218
Operating profit 14,321 14,813 24,490 21,803 20,257
Net Sales 371,487 394,309 404,073 386,709 390,599
Operating profit ¥ 35,206 ¥ 36,062 ¥ 38,068 ¥ 34,409 ¥ 32,370
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growing exports and the attainment of high-level operations by
the first phase facilities for SSBR for fuel-efficient tires at JSR BST
Elastomer Co., Ltd. (JBE), a joint venture in Thailand. Operating
profit also increased above the previous year's level, despite a slug-
gish elastomer products market resulting from excessive supply in
the first half of the year and a worsening of margins (the difference
between the selling price and major raw material prices), as prof-
itability improved in the second half of the year due to rising prod-
uct prices on the back of rising prices for butadiene, which is a raw
material, and sales volume expanded.

As a result, the Elastomers Business segment posted operat-
ing profit of ¥8,340 million (up 11.3% year-on-year) on net sales of
¥185,345 million (up 3.4% year-on-year).

Plastics Business Segment

The sales volume of plastics increased from the previous year
owing to growing sales volume for automobiles, which came on the
back of globally robust production of automobile tires, one of the
segment’s main customer industries. Net sales declined from the
previous year, as they were significantly affected by a strong yen
and a fall in product prices owing to the drop in raw material costs.
Operating profit also declined from the previous year due to wors-

ened profitability that was largely a result of a drop in product prices.

As a result, the Plastics Business segment posted operating
profit of ¥3,773 million (down 26.2% year-on-year) on net sales of
¥46,035 million (down 11.8% year-on-year).

Fine Chemicals and Other Products Business Segment

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

In the semiconductor materials business, although sales vol-
ume grew particularly for cutting-edge photoresists due to healthy
growth in demand for semiconductors, net sales decreased from
the previous sales, largely as a result of a strong yen. In the dis-
play materials business, sales volume increased from the pre-
vious year, supported by robust panel production; however, net
sales decreased from the previous year due to intensified competi-
tion in the materials market and a strong yen. Net sales of the Life
Sciences Business grew significantly owing to the JSR Group’s
making MEDICAL & BIOLOGICAL LABORATORIES CO., LTD.
(MBL) a consolidated subsidiary in the latter half of the previous
year and increased sales by KBI Biopharma, Inc. (KBI). Operating
profit fell below the previous year's level, as it was significantly
affected by a drop in sales by the Fine Chemicals Business.

As a result, the Fine Chemicals and Other Products Business
segment posted operating profit of ¥20,257 million (down
7.1% year-on-year) on net sales of ¥159,218 million (up 2.6%
year-on-year).

Business Outlook
The following is the outlook of our main customer industries at a

time of uncertainty in global economic trends. JSR forecasts that
the production of automobile tires and automobiles in Japan will
remain unchanged from the 2016 level, but will grow globally, par-
ticularly in China and other Asian countries. The semiconductor
market will see growing new demand for cutting-edge semicon-
ductor chips for smartphones, data centers, and the like. The FPD
market will also likely see increased production in China as panel
production becomes more robust.

In the Elastomers Business, although there is some uncer-
tainty about whether the market recovery that began in the second
half of the previous year will stabilize and continue, JSR forecasts
growing global demand for the medium and long term. As part of
this, we anticipate that demand for SSBR will grow steadily in line
with growth in the fuel-efficient tire market. Under such circum-
stances, we will strive to expand sales globally by adding the newly
launched second phase facilities at JBE in Thailand to the first
phase facilities, which have attained high-level operations.

In the Fine Chemicals and Other Products Business, our semi-
conductor materials business will endeavor to increase sales of
various semiconductor materials, such as cutting-edge lithogra-
phy materials, packaging materials, detergents, and CMP materials,
amid the expected full-scale mass production of the 10 nm (nano-
meter) generation, a cutting-edge process. Moreover, we will move
toward mass production of EUV (extreme ultraviolet) lithography
materials for the 7 nm generation, which will become the next gen-
eration, at EUV Resist Manufacturing & Qualification Center N.V.
(EUV RMQC), a company that provides manufacturing and quality
control services that we established as a joint-venture with imec,
an advanced research institute for nanoelectronics in Belgium. We
will also strive to increase sales of display materials by starting oper-
ations at JSR Micro (Changshu) Co., Ltd., a joint venture manufac-
turing company in the Chinese market, where growth is particularly
expected, while simultaneously proceeding with business reforms
to secure business revenues as materials become more general-
ized and competition intensifies. In the Life Sciences Business, we
will expand KBI's contract development and manufacturing busi-
ness for biopharmaceuticals, and focus on expanding sales of
Amsphere™AgS, a carrier for antibody purification expected to see
growing demand in the future. We wiill also strive to expand global
sales of in vitro diagnostics and research drugs at MBL.

For FY ending March 2018, JSR forecasts consolidated sales rev-
enue of ¥405,000 million, operating profit of ¥35,000 million, and
profit for the year attributable to owners of parent of ¥26,500 million.
These forecasts assume an exchange rate of ¥110 per U.S. dollar
and a naphtha price of ¥40,000 per kiloliter.

The consolidated performance forecasts for FY ending March
2018 are calculated based on the International Financial Reporting
Standards (IFRS), which the JSR Group decided to voluntarily
adopt beginning with first three months of FY ending March 2018.
Accordingly, rates of change from the performance values of FY
ended March 2017, for which Japanese standards were used, are
not provided here.
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Analysis of Financial Position

Analysis of Assets, Liabilities, and Net Assets
Total assets as of March 31, 2017 amounted to ¥576,016 million,
up ¥59,657 million from a year earlier.

Current assets totaled ¥348,212 million, up ¥47,680 million,
due to an increase in cash and deposits and notes and accounts
receivable-trade, despite a decrease in securities.

Non-current assets totaled ¥227,805 million, up ¥11,977 million,
due to an increase in property, plant and equipment.

Total liabilities amounted to ¥199,302 million, up ¥45,296 mil-
lion from a year earlier, due to an increase in notes and accounts
payable-trade and long-term loans payable.

In net assets, shareholders' equity amounted to ¥335,940 million, up
¥6,519 million. Accumulated other comprehensive income increased
by ¥1,730 million to ¥25,454 million. Consequently, total net assets
(the total of shareholders’ equity, accumulated other comprehensive
income, subscription rights to shares, and non-controlling interests)
amounted to ¥376,715 million, up ¥14,361 million from a year earlier.

Analysis of Cash Flows
Cash and cash equivalents (“funds”) as of March 31, 2017 stood at

¥97,416 million, up ¥8,021 million from a year earlier.

Net cash provided by operating activities amounted to ¥47,506
million, down ¥622 million from the previous year. The main fac-
tors included profit before income taxes of ¥38,327 million, an
increase in notes and accounts payable—trade of ¥21,407 million,
depreciation and amortization of ¥14,676 million, and increase in
notes and accounts receivable—trade of ¥13,068 million.

Net cash used in investing activities totaled ¥41,807 million,
up ¥22,769 million from the previous year. The main factors were
¥33,727 million in the purchase of non-current assets, ¥19,714 mil-
lion in expenditures purchases from an increase in time deposits,
and ¥5,417 million in proceeds from sales of investment securities.

Net cash used in financing activities totaled ¥3,510 million,
down ¥12,750 million from the previous year. The main factors
were ¥24,034 million in proceeds from long-term loans payable,
¥11,200 million in cash dividends paid, ¥8,098 million in expendi-
ture from payments from changes in ownership interests in sub-
sidiaries that do not result in change in scope of consolidation,
and ¥5,285 million in expenditure from repayment of long-term
loans payable.

Basic Policy on Profit Allocation and Dividends for the Fiscal Year ended March 31, 2017 and

the Fiscal Year ending March 31, 2018

With respect to profit appropriation, the Company regards business
growth over the long term as its top priority. To generate sustain-
able long-term growth, JSR 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- and long-term demand for funds, while pay-
ing continuous, stable cash dividends based on consideration of a balance
between appropriating profits and retaining earnings necessary for future
business advancement. Carefully considering the stock market envi-
ronment and other factors, JSR will comprehensively study purchases

Risk Information

of treasury shares as a measure to return profits to shareholders. JSR
allocates retained earnings to a variety of investments linked to future
growth businesses, contributing to the enhancement of corporate value.

As already announced, we have decided to pay a year-end div-
idend of ¥25.00 per share, the same amount as the interim divi-
dend. Including the interim dividend already paid, the total annual
dividend for FY ended March 2017 will be ¥50.00 per share.

With regard to the dividend for the next fiscal year (FY ending
March 2018), JSR plans to pay ¥50.00 annually (an interim dividend
of ¥25.00 and a year-end dividend of ¥25.00), taking into account
the business outlook.

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 pet-

rochemical 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
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outcomes. In addition, operating results of consolidated subsidiar-
ies 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 pro-
curing materials from a number of sources. However, an interrup-
tion to the supply of raw materials due to an accident, bankruptcy
or quality problem at a supplier could adversely affect production
activities and JSR Group's operating results.

(5) Development of New Products

Rapid technological progress is constantly taking place in the elec-
tronics industry, which is the primary source of demand for semicon-
ductor 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, unforeseen changes in
the industry or market could prevent the timely development of new
products and adversely affect JSR 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 JSSR
Group's business activities. JSR has established a system for pro-
tecting its intellectual property and takes various actions as required.
However, a dispute about intellectual property with another com-
pany 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 lia-
bility 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 manufactur-
ing facilities have established countermeasures based on the iden-
tification of all potential sources of a crisis and conducts periodic
inspections of facilities. The Group also works constantly on safety
measures with regard to earthquakes and other natural disasters.
However, a major natural disaster or accident that damages a pro-
duction facility or disrupts manufacturing could adversely affect

JSR Group's operating results.

JSR'’s main production facility, the Yokkaichi Plant, houses pri-
vate power generation equipment, and the Kashima Plant is able
to access electric power from shared power generation facili-
ties when necessary. 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 con-
cerning 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 environmen-
tal 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 cap-
ital expenditures. 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 environ-
ment or economic trends; labor disputes and other problems due
to differences in labor laws and other working conditions; difficulty
in recruiting and retaining employees; an adverse impact on busi-
ness 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 prop-
erty, taxes, foreign exchange and other items. The Group has estab-
lished 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 significantly 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 outcome of signifi-
cant 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, 2016 and 2017

Thousands of

U.S. dollars
Millions of yen (Note 1)
ASSETS 2016 2017 2017
Current assets:
Cash and deposits (Notes 3, 5 and 7) ¥ 52,081 ¥ 98,933 $ 881,835
Notes and accounts receivable—trade, net (Notes 4, 5 and 7) 77,878 90,695 808,401
Short-term investment securities (Notes 3, 5 and 6) 60,010 42,000 374,365
Inventories (Note 7) 77,458 81,918 730,169
Other (Notes 3, 7 and 9) 33,104 34,667 308,998
Total current assets 300,532 348,212 3,103,768
Non-current assets:
Property, plant and equipment:
Buildings and structures, net (Note 7) 34,810 33,903 302,193
Machinery, equipment and vehicles, net (Note 7) 37,058 53,507 476,931
Land (Note 7) 17,136 15,734 140,245
Construction in progress 17,944 18,804 167,610
Other, net (Note 7) 5,746 8,212 73,198
Total property, plant and equipment 112,694 130,160 1,160,176
Intangible assets
Goodwill 9,788 8,817 78,591
Other (Note 7) 6,875 8,369 74,594
Total intangible assets 16,663 17,186 153,186
Investments and other assets
Investment securities (Notes 5 and 6) 67,878 61,684 549,820
Net defined benefit asset (Note 8) — 373 3,324
Other, net (Notes 4, 5, 7 and 9) 18,592 18,401 164,020
Total investments and other assets 86,470 80,459 717,164
Total non-current assets 215,827 227,805 2,030,526
Total assets ¥ 516,360 ¥ 576,016 $ 5,134,294

See accompanying notes.
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Thousands of

U.S. dollars
Millions of yen (Note 1)
LIABILITIES AND NET ASSETS 2016 2017 2017
Current liabilities:
Notes and accounts payable—trade (Note 5) ¥ 53,836 ¥ 75,026 $ 668,743
Short-term loans payable (Notes 5 and 7) 20,840 23,740 211,609
Income taxes payable 1,916 8,360 74,513
Other (Note 9) 32,730 32,536 290,011
Total current liabilities 109,322 139,663 1,244,877
Non-current liabilities:
Long-term loans payable (Notes 5 and 7) 22,249 38,381 342,107
Net defined benefit liability (Note 8) 15,180 13,904 123,932
Other (Note 9) 7,254 7,354 65,553
Total non-current liabilities 44,684 59,639 531,592
Total liabilities 154,006 199,302 1,776,468
Contingent liabilities (Note 19)
Net assets (Note 12)
Shareholders’ equity
Common stock:
Authorized —696,061,000 shares
Issued —226,074,545 shares in 2016 and 2017 23,320 23,320 207,863
Capital surplus (Note 18) 25,179 17,469 155,708
Retained earnings 281,878 300,547 2,678,907
Treasury stock
488,223 shares in 2016 and 3,560,532 shares in 2017 (957) (5,396) (48,096)
Accumulated other comprehensive income
Unrealized gains on securities, net of taxes 15,231 17,311 154,299
Foreign currency translation adjustment 9,307 7,231 64,451
Remeasurements of defined benefit plans (Note 8) (815) 913 8,136
Subscription rights to shares (Note 13) 930 912 8,126
Non-controlling interests 8,279 14,409 128,433
Total net assets 362,354 376,715 3,357,826
Total liabilities and net assets ¥ 516,360 ¥ 576,016 $ 5,134,294

See accompanying notes.
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CONSOLIDATED STATEMENTS OF INCOME

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2016 and 2017

Thousands of

U.S. dollars
Millions of yen (Note 1)
2016 2017 2017
Net sales (Note 16) ¥ 386,709 ¥ 390,599 $ 3,481,580
Costs and expenses:
Cost of sales 280,176 274,614 2,447,757
Selling, general and administrative expenses (Note 15) 72,125 83,615 745,294
352,301 358,228 3,193,051
Operating profit (Note 16) 34,408 32,370 288,530
Other income (expenses):
Dividends income 1,143 1,143 10,189
Interest expenses (527) (699) (6,227)
Foreign exchange gains (losses) (3,036) 1,676 14,938
Share of profit of entities accounted for using equity method 1,849 714 6,365
Gain on investments in partnership 322 1,188 10,586
Loss on abandonment of non-current assets (254) (283) (2,520)
Gain on sales of non-current assets — 630 5,612
Gain on sales of investment securities 634 2,868 25,568
Gain on sales of shares of subsidiaries and associates — 939 8,372
Gain on transfer of business — 749 6,680
Gain on step acquisitions 1,758 — —
Loss on valuation of shares of subsidiaries and associates — (598) (5,327)
Loss on valuation of investment securities (53) (415) (3,700)
Impairment loss (Note 10) (7,539) (2,111) (18,817)
Other, net (1,337) 155 1,381
(7,042) 5,957 53,101
Profit before income taxes 27,367 38,327 341,630
Income taxes (Note 9):
Current 5,073 9,938 88,583
Deferred (37) (1,901) (16,947)
5,036 8,037 71,636
Profit 22,330 30,291 269,994
Profit (Loss) attributable to non-controlling interests (1,738) 213 1,894
Profit attributable to owners of parent ¥ 24,069 ¥ 30,078 $ 268,100
U.S. dollars
Yen (Note 1)
2016 2017 2017
Per share of common stock:
Profit attributable to owners of parent ¥ 105.87 ¥ 13443 $ 1.20
Diluted profit attributable to owners of parent 105.60 134.04 1.19
Cash dividends applicable to the year 50.00 50.00 0.45

See accompanying notes.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2016 and 2017

Thousands of

U.S. dollars
Millions of yen (Note 1)
2016 2017 2017
Profit ¥ 22,330 ¥ 30,291 $ 269,994
Other comprehensive income
Unrealized gains on securities, net of taxes (3,990) 2,058 18,344
Foreign currency translation adjustment (4,320) (730) (6,509)
Remeasurements of defined benefit plans, net of tax (Note 8) (907) 1,676 14,938
Share of other comprehensive income of entities accounted for using equity
method (1,187) (1,130) (10,069)
Other comprehensive income (Note 11) (10,405) 1,874 16,704
Comprehensive income ¥ 11,926 ¥ 32,165 $ 286,698
Comprehensive income attributable to:
Owners of parent ¥ 14,043 ¥ 32,330 $ 288,168
Non-controlling interests (2,117) (165) (1,470)

See accompanying notes.



1 1 JSR Corporation Annual Report 2017

CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

JSR Corporation and Consolidated Subsidiaries

Years ended March 31, 2016 and 2017

Millions of yen

Number of Unrealized Foreign Remeasure-
shares of gains on currency ments of Subscription
common stock  Common Retained securities, translation defined rights Non-controlling
(thousands) stock Capital surplus  earnings  Treasury stock net of taxes  adjustment benefit plans  to shares interests
Balance at April 1, 2015 237,973  ¥23,320 ¥25,179 ¥291,151 ¥(15,329) ¥19,257 ¥ 14,576 ¥ 149 ¥862 ¥ 5519
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 — — — — — —
Change in ownership interest of
parent due to transactions with
non-controlling interests — — — — — — — — — —
Net changes of items other than
shareholders’ equity — — — — — (4,026) (5,268) (963) 78 2,760
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 ¥ 9,307 ¥ (815) ¥930 ¥ 8,279
Changes of items during the period
Dividends of surplus — — — (11,202) — — — — — —
Profit attributable to owners of parent — — — 30,078 — — — — — —
Purchase of treasury stock — — — — (4,526) — — — — —
Disposal of treasury stock — — 8 — 87 — — — — —
Change of scope of consolidation — — — (207) — — — — — —
Change in ownership interest of
parent due to transactions with
non-controlling interests — — (7,718) — — — — — — —
Net changes of items other than
shareholders’ equity — — — — — 2,079 (2,077) 1,727 (18) 6,130
Total changes of items during the
period — — (7,711) 18,669 (4,439) 2,079 (2,077) 1,727 (18) 6,130
Balance at March 31, 2017 226,074 ¥23,320 ¥17,469 ¥300,547 ¥ (5396) ¥17,311 ¥ 7,231 ¥ 913 ¥912 ¥14,409
Thousands of U.S. dollars (Note 1)
Number of Unrealized Foreign Remeasure-
shares of gains on currency ments of Subscription
common stock  Common Retained securities, translation defined rights Non-controlling
(thousands) stock Capital surplus ~ earnings  Treasury stock net of taxes  adjustment benefit plans  to shares interests
Balance at April 1, 2016 226,074 $207,863 $224,435 $2,512,502 (8,628) $135,764 $ 82,961 $(7,260) $8290 $ 73,793
Changes of items during the period
Dividends of surplus — — — (99,845) — — — — — —
Profit attributable to owners of parent — — — 268,100 — — — — — —
Purchase of treasury stock — — — — (40,340) — — — — —
Disposal of treasury stock — — 68 — 772 — — — — —
Change of scope of consolidation — — — (1,849) — — — — — —
Change in ownership interest of
parent due to transactions with
non-controlling interests — — (68,796) - —_ - - —_ —_ -
Net changes of items other than
shareholders’ equity — — — — — 18,635 (18,510) 15,396 (164) 54,639
Total changes of items during the
period —_ — (68,727) 166,405 (39,568) 18,535 (18,510) 15,396 (164) 54,639
Balance at March 31, 2017 226,074 $207,863 $ 155,708 $2,678,907 $ (48,096) $ 154,299 $ 64,451 $ 8,136 $8,126 $ 128,433

See accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2016 and 2017

Thousands of

U.S. dollars
Millions of yen (Note 1)
2016 2017 2017
Cash flows from operating activities:
Profit before income taxes ¥ 27,367 ¥ 38,327 $ 341,630
Adjustments to reconcile profit before income taxes to cash provided by operating
activities:
Depreciation and amortization
Interest and dividends income 18,508 14,676 130,811
Interest expenses (1,380) (1,369) (12,204)
Share of (profit) loss of entities accounted for using equity method 527 699 6,227
Loss (gain) on step acquisitions (1,849) (714) (6,365)
Loss (gain) on investments in partnership (1,758) — —
Impairment loss (323) (1,188) (10,586)
Loss (gain) on sales of investment securities 7,539 2,111 18,817
Changes in operating assets and liabilities—net: (634) (2,868) (25,568)
Decrease (increase) in notes and accounts receivable—trade 4,831 (13,068) (116,484)
Decrease (increase) in inventories 1,677 (4,558) (40,626)
Increase (decrease) in notes and accounts payable—trade (17,160) 21,407 190,815
Other, net 19,370 (5,302) (47,258)
Subtotal 56,717 48,153 429,209
Interest and dividends income received 1,962 2,127 18,963
Interest expenses paid (342) (531) (4,734)
Income taxes paid (10,210) (4,100) (36,548)
Income taxes refund — 1,858 16,557
Net cash provided by (used in) operating activities 48,128 47,506 423,447
Cash flows from investing activities:
Decrease(increase) in time deposits 7,998 (19,714) (175,718)
Net decrease (increase) in short-term investment securities 3,500 4,500 40,111
Purchase of non-current assets (27,052) (33,727) (300,622)
Proceeds from sales of non-current assets 51 1,368 12,193
Proceeds from transfer of business — 772 6,880
Purchase of investment securities (930) (1,766) (15,745)
Proceeds from sales of investment securities 1,285 5,417 48,282
Proceeds from purchase of shares of subsidiaries resulting in change in scope of
consolidation 3,954 — —
Payments for sales of shares of subsidiaries resulting in change in scope of
consolidation — (98) (875)
Purchase of shares of subsidiaries and associates (6,025) (1,140) (10,160)
Proceeds from sales of shares of subsidiaries and associates 779 1,249 11,131
Payments for investments in capital of subsidiaries and associates (1,273) — —
Payments of loans receivable (5,266) (294) (2,619)
Collection of loans receivable 3,113 1,549 13,809
Other, net 828 77 687
Net cash provided by (used in) investing activities (19,038) (41,807) (372,645)
Cash flows from financing activities:
Net increase (decrease) in short-term loans payable (2,768) 952 8,485
Repayment of long-term loans payable (2,788) (5,285) (47,103)
Proceeds from long-term loans payable 7,373 24,034 214,222
Payments from changes in ownership interests in subsidiaries that do not result in
change in scope of consolidation — (8,098) (72,182)
Proceeds from share issuance to non-controlling shareholders 1,434 1,141 10,170
Purchase of treasury stock (8,998) (4,526) (40,340)
Cash dividends paid (10,242) (11,200) (99,829)
Dividends paid to non-controlling interests (35) (81) (721)
Other, net (236) (448) (3,990)
Net cash provided by (used in) financing activities (16,260) (3,510) (31,289)
Effect of exchange rate change on cash and cash equivalents (1,342) (1,755) (15,640)
Net increase (decrease) in cash and cash equivalents 11,489 434 3,873
Cash and cash equivalents at the beginning of year 77,906 89,395 796,816
Increase (decrease) in cash and cash equivalents resulting from change of scope of
consolidation — 7,587 67,626
Cash and cash equivalents at the end of year (Note 3) ¥ 89,395 ¥ 97,416 $ 868,315

See accompanying notes.
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NOTES TO REGARDING CONSOLIDATED FINANCIAL STATEMENTS

JSR Corporation and Consolidated Subsidiaries
Years ended March 31, 2016 and 2017

1. Basis of Consolidated Financial Statements

The consolidated financial statements of JSR Corporation (herein-
after called “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 prin-
ciples generally accepted in Japan (Japanese GAAP), which are
different in certain respects as to application and disclosure require-
ments of International Financial Reporting Standards.

The accounts of the Company's overseas subsidiaries and asso-
ciates are based on their accounting records maintained in con-
formity with generally accepted accounting principles prevailing in
the respective countries of domicile and make necessary amend-
ments for consolidated financial statements required by Practical
Issues Task Force No.18 issued by ASBJ. The consolidated finan-
cial statements have been restructured and translated into English

2. Summary of Significant Accounting Policies

(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 consolidated financial statements.

The translation of the amounts in Japanese yen into U.S. dollars
are included solely for the convenience of readers outside Japan,
using the prevailing exchange rate on March 31, 2017, which was
¥112.19 to U.S. $1.00. The amounts translated should not be con-
strued as representations that the amounts in Japanese yen have
been, could have been, or could in the future be, converted into
U.S. dollars at this or any other rate of exchange.

(a) Consolidation—The consolidated financial statements include
the accounts of the Company and its significant subsidiaries (43
subsidiaries in 2016 and 2017).

All significant inter-company accounts and transactions have
been eliminated in consolidation.

Effective from the current fiscal year, JSR MOL Synthetic Rubber
Ltd., PTLELASTOMIX INDONESIA, and Techno Europe N.V., were
included in the scope of consolidation due to increase of their mate-
riality. JSR Optech Tsukuba Co., Ltd. was excluded from the scope
of consolidation due to transfer of all shares to an external entity.
(b) Equity method—Investments in associates (all of those 20%
to 50% owned and some of those 15% to 20% owned) were
accounted for by the equity method (13 associates in 2016 and
12 in 2017). Unconsolidated subsidiaries and the other associates
to which the equity method is not applied are stated at cost since
their profit attributable 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.
(c) Cash and cash equivalents—In preparing the consolidated
statement of cash flows, cash on hand, readily available depos-
its and 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
Company and its consolidated subsidiaries (referred to as “the
Group”) had no trading securities or held-to-maturity debt securi-
ties. Equity securities issued by subsidiaries and associates, which
are not consolidated 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 presented, 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 com-
puted 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 deter-
mined mainly based on the gross average method (for the value
stated on the balance sheet, book value is written down to reflect
the lower profitability).
(f) Property, plant and equipment—Property, plant and equip-
ment are stated at cost. The straight-line method is used for
depreciation.
(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.
(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 esti-
mated unrecoverable amount with respect to specific items, and
the amount calculated using the actual percentage of losses in the
past with respect to other items.
(j) Net defined benefit asset/liability—Employees of the Group
are entitled, under most circumstances, to lump-sum severance
payments or pension payments upon reaching the mandatory
retirement age, or earlier in the case of voluntary or involuntary ter-
mination, based on the compensation at the time of severance and
years of service.

Net defined benefit asset/liability is presented by deducting
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the amount of plan assets from that of retirement benefits obliga-
tions based on the projected benefits obligations and plan assets
deemed to have accrued at the end of the current fiscal year.

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

Actuarial gains or losses are recognized as expense in lump sum
during the following period.

Unrecognized actuarial gains or losses are, after tax effect adjust-
ment, recorded as remeasurements of defined benefit plans under
accumulated other comprehensive income in the net assets section.
(k) Provision for environmental measures—A provision for envi-
ronmental 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 Group provides for income taxes applica-
ble to all items included in the consolidated statement of income
regardless of when such taxes are payable. Income taxes based
on temporary differences between tax and financial reporting pur-
poses 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 Group uses deriv-
ative financial instruments to manage their exposures to fluctu-
ations in foreign exchange and interest rates. Foreign exchange
forward contracts and interest rate swaps are utilized by the Group
to reduce foreign currency exchange and interest rate risks. The
Group does not enter into derivatives for trading purposes or
speculative 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
statement of income.
(i) The interest rate swaps that qualify for hedge account-
ing 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 Group translates 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
average rate for revenues and expenses, and the historical rates for
shareholders’ equity accounts. Foreign currency translation adjust-
ments are contained in accumulated other comprehensive income
and non-controlling interests.

(p) Change in accounting policy which is difficult to distinguish
from change in accounting estimate
(i) Change in the depreciation method of property, plant and
equipment
Effective from the current fiscal year, the Company and
some of its consolidated subsidiaries has altered the method
of depreciation for property, plant and equipment from the
declining balancing method to the straight-line method
although they had traditionally adopted the declining bal-
ance method for property, plant and equipment excluding
lease assets with the exception of adopting the straight-line
method for buildings (other than the equipment attached
thereto) acquired on or after April 1, 1998.
The Company has been actively pursuing global expan-
sion of its business in accordance with its Mid-Term Business
Plan. From the current fiscal year onward, it has and will
accelerate overseas investments for establishment of over-
seas sales and production sites in order to expand overseas
production capacity. The Company came to the conclusion,
upon changes in the resource allocation and after review-
ing the method for depreciation of the JSR Group, that it was
appropriate to uniformly adopt the straight-line method for
depreciation of the Group's property, plant and equipment
due to the following reasons; the straight-line method would
more appropriately reflect economic reality of depreciating
the property, plant and equipment of the JSR Group which
were constructed after establishment of sound technolo-
gies and development of the products and which therefore
had generally long stable usable life; adoption of the straight-
line method would further contribute globalization of the JSR
Group as this would enable the Company to compare cost
structures among the Group and subsequently to determine
an appropriate allocation of resources as well as to make it
easier to analyze business performances of multi-national
companies operating globally.
As a result of this change, depreciation expense on
the straight-line basis incurred in the current fiscal year
decreased by ¥3,273 million ($29,172 thousand) which
brought the increase of the same amount on the Group’s
consolidated operating profit, ordinary profit and profit before
income taxes, compared to what they otherwise would have
been had the traditional depreciation method been used.
(q) Amounts per share of common stock—The computation of
profit attributable to owners of 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
reclassified and restated to conform to the current year presen-
tation. These reclassifications and restatements had no effect on
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previously reported results of operations or retained earnings. included in costs of manufacturing in the previous fiscal year
(s) Additional notes were ¥9,074 million ($80,876 thousand).

(i) Application of “Revised Implementation Guidance on (iii) Shareholders agreement for integration of ABS resin business
Recoverability of Deferred Tax Assets” On March 30, 2017, Ube Industries, Ltd. (“Ube"”), JSR
The Group applies “Revised Implementation Guidance on Corporation (“JSR"), and Mitsubishi Rayon Co., Ltd. (“MRC")
Recoverability of Deferred Tax Assets” (Implementation signed a shareholders agreement to integrate the ABS resin
Guidance on Accounting Standards, No.26 issued on March business of Techno Polymer Co., Ltd., a wholly-owned sub-
28, 2016) as from the current fiscal year. sidiary of JSR, and UMG ABS, Ltd. ("UMG ABS), a 50/50

(i) Change on treatment of research and development joint venture between Ube and MRC, and to jointly operate
expenses the integrated new company scheduled to be effective on
Effective from the current fiscal year, the Company and some October 1, 2017.
of its consolidated subsidiaries post all research and devel- The integration will take the form of an absorption-type
opment expenses as general and administrative expenses split, with UMG ABS as the absorbed company and
upon reorganization of research laboratories, which enhances Techno Polymer as the successor company. Upon com-
more fundamental and extensive R&D activities of the Group pleting the absorption-type split, Techno Polymer will allo-
with innovative commmunication and collaboration. In the past, cate common shares to UMG ABS so that, on the day that
however, R&D expenses related to product development the absorption-type split takes effect, JSR will own 51%
had been classified as costs of manufacturing since R&D for and UMG ABS will own 49% of the issued shares of the
product development often involved improvement of existing new company.
products and were viewed as a part of manufacturing activ- This absorption-type split becomes effective only after all
ities, while those related to fundamental research had been procedures regulated by competition laws and other related
classified as administrative expenses. laws of countries concerned have completed.

Research and development expenses which were

3. Cash and Cash Equivalents

Cash and cash equivalents at March 31, 2016 and 2017 consisted of the following:
Thousands of

Millions of yen U.S. dollars
2016 2017 2017

Cash and deposits ¥ 52,081 ¥ 98,933 $ 881,835
Short-term investment securities 60,010 42,000 374,365
Time deposits over three months (5,825) (25,542) (227,664)
Negotiable certificates of deposit over three months (22,500) (18,000) (160,442)
Current assets: Other (repurchase agreement) 5,628 25 221
Cash and cash equivalents ¥ 89,395 ¥ 97,416 $ 868,315

4. Allowance for Doubtful Accounts

Allowance for doubtful accounts as of March 31, 2016 and 2017 were as follows:
Thousands of

Millions of yen U.S. dollars
Allowance for doubtful accounts 2016 2017 2017
Current assets: Notes and accounts receivable—trade ¥ (418) ¥ (647) $ (5,765)

Investments and other assets: Other (359) (471) (4,198)
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5. Fair Value of Financial Instruments

The following is a summary of the amount on consolidated bal- Financial instruments which fair value is extremely difficult to esti-
ance sheet, fair value and the difference between these two items mate is excluded from the following table.
by major financial instruments as of March 31, 2016 and 2017.

Millions of yen

Book value Fair value Difference

March 31, 2016:
(1) Cash and deposits ¥ 52,081 ¥ 52,081 ¥ —
(2) Notes and accounts receivable—trade 78,296 78,296 —
(3) Short-term investment securities and investment securities 94,895 94,895 —
Total assets ¥ 225,273 ¥ 225,273 ¥ —
(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)

March 31, 2017:
(1) Cash and deposits ¥ 98,933 ¥ 98,933 ¥ —
(2) Notes and accounts receivable—trade 91,341 91,341 —
(3) Short-term investment securities and investment securities 77,847 77,847 —
Total assets ¥ 268,121 ¥ 268,121 ¥ —
(4) Notes and accounts payable—trade 75,026 75,026 —
(5) Short-term loans payable 15,496 15,496 —
(6) Long-term loans payable (included repayment due within one year) 46,626 46,617 (8)
Total liabilities ¥ 137,148 ¥ 137,139 ¥ (8

Thousands of U.S. dollars

March 31, 2017:

(1) Cash and deposits $ 881,835 $ 881,835 $ —
(2) Notes and accounts receivable—trade 814,167 814,167 —
(3) Short-term investment securities and investment securities 693,884 693,884 —

Total assets $ 2,389,885 $ 2,389,885 $ —
(4) Notes and accounts payable—trade 668,743 668,743 —
(5) Short-term loans payable 138,119 138,119 —
(6) Long-term loans payable (included repayment due within one year) 415,597 415,521 (75)

Total liabilities $ 1,222,459 $ 1,222,384 $ (75)
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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 book values of cash and cash equivalents, and time
deposits approximate fair value because of their short
maturities.

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

(3) Short-term investment securities and investment securities
The fair value of securities and investment securities are mea-
sured 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 book values of notes and accounts payable—trade
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 prin-
cipal 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 spe-
cial accounting method for interest rate swaps which qualify
for hedge accounting meet specific matching criteria is mea-
sured at the present value by discounting expected repay-
ments of principal and interest together with the interest rate
swaps in the remaining period using an assumed interest rate
on an equivalent new loan.

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

2016 2017 2017
Non-listed equity securities ¥ 32,993 ¥ 25,837 $ 230,301
Investments in capital 5,784 7,022 62,587

3. Redemptions schedule of monetary claims and securities with fixed maturities were as follows:

Millions of yen

Due Due afterone  Due after five
Within year and within years and Due over ten
one year five years  within ten years years Total
March 31, 2016:
(1) Cash and deposits ¥ 5,825 ¥ — ¥ — ¥ — ¥ 5825
(2) Notes and accounts receivable—trade 78,296 — — — 78,296
(3) Short-term investment securities and investment securities
Available-for-sale securities with fixed maturities
Other 60,010 — — — 60,010
Total ¥ 144,132 ¥ — ¥ — ¥ — ¥144132
March 31, 2017:
(1) Cash and deposits ¥ 25,542 ¥— ¥— ¥— ¥ 25542
(2) Notes and accounts receivable—trade 91,341 — — — 91,341
(3) Short-term investment securities and investment securities
Available-for-sale securities with fixed maturities
Other 42,000 — — — 42,000
Total ¥ 158,883 ¥— ¥— ¥— ¥158,883
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Thousands of U.S. dollars

Due Due afterone  Due after five
Within year and within years and Due over ten
one year five years  within ten years years Total
March 31, 2017:
(1) Cash and deposits $ 227,664 $— $— $— $ 227,664
(2) Notes and accounts receivable—trade 814,167 —_ — — 814,167
(3) Short-term investment securities and investment securities
Available-for-sale securities with fixed maturities
Other 374,365 — — — 374,365
Total $ 1,416,195 $— $— $ — $1416,195

4. See Note 7 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

31,2016 and 2017:
(a) Securities with book value exceeding acquisition cost

Millions of yen
2016
Acquisition cost Book value Difference
Equity securities ¥ 12,483 ¥ 34,591 ¥ 22,108
Millions of yen
2017
Acquisition cost Book value Difference
Equity securities ¥ 10,041 ¥ 35,056 ¥ 25,015
Thousands of U.S. dollars
2017
Acquisition cost Book value Difference
Equity securities $ 89,500 $ 312,473 $ 222,973
(b) Securities with book value not exceeding acquisition cost
Millions of yen
2016
Acquisition cost Book value Difference
Equity securities ¥2,724 ¥ 294 ¥ (2,430)
Millions of yen
2017
Acquisition cost Book value Difference
Equity securities ¥ 2,637 ¥ 790 ¥ (1,847)
Thousands of U.S. dollars
2017
Acquisition cost Book value Difference
Equity securities $ 23,509 $ 7,046 $ (16,463)
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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, 2016 and 2017 were as follows:

Thousands of

Millions of yen U.S. dollars

2016 2017 2017
Total sales ¥ 1,285 ¥5,718 $ 50,965
Gain 634 2,935 26,158
Loss — 30 269

7. Short-Term Loans Payable and Long-Term Loans Payable

Short-term loans payable at March 31, 2016 and 2017 consisted of the following:
Thousands of

Millions of yen U.S. dollars
2016 2017 2017
Short-term loans principally from banks with interest rates 0.9% per annum
(weighted average interest rate) at March 31, 2016 and 2017:
Secured ¥ 1,110 ¥ — $ —
Unsecured 13,236 15,496 138,119
¥ 14,346 ¥ 15,496 $ 138,119

Long-term loans payable (including repayment due within one year) at March 31, 2016 and 2017 consisted of the following:
Thousands of

Millions of yen U.S. dollars
2016 2017 2017
Loans principally from banks and insurance companies due through 2023 with
interest rates 2.0% and 1.4% per annum (weighted average interest rate) in
2016 and 2017, respectively:
Secured ¥ 752 ¥ 2,245 $ 20,009
Unsecured 27,991 44,331 395,588
28,744 46,626 415,597
Less amount due within one year 6,494 8,245 73,490
¥ 22,249 ¥ 38,381 $ 342,107

The following assets were pledged as collateral for secured loans at March 31.
Thousands of

Millions of yen U.S. dollars
2016 2017 2017

Cash and deposits ¥ 445 ¥ 798 $ 7,115
Notes and accounts receivable—trade, net 3,767 3,467 30,901
Inventories 816 1,940 17,289
Current assets: Other 910 864 7,700
Buildings and structures, net 2,868 2,425 21,619
Machinery, equipment and vehicles, net 1,182 1,939 17,280
Land 4,593 4,466 39,808
Construction in progress — 223 1,986
Property, plant and equipment: Other, net 114 93 832
Intangible assets: Other 110 172 1,534
Investments and other assets: Other, net 160 956 8,523

Total ¥ 14,964 ¥ 17,343 $ 154,587
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The annual maturities of long-term debt at March 31, 2017 were as follows:

Thousands of

Year ending March 31 Millions of yen U.S. dollars
2018 ¥ 8,245 $ 73,490
2019 6,897 61,473
2020 7,164 63,860
2021 8,937 79,661
2022 6,414 57,174
2023 and thereafter 8,968 79,939

¥ 46,626 $ 415,597

8. Employees’ Severance and Retirement Benefits

The Company and domestic consolidated subsidiaries have the corporate pension fund plan and the lump-sum payment plan as

defined benefit plans.

Defined benefit plans
1. Movements in retirement benefit obligation

Thousands of

Millions of yen U.S. dollars
2016 2017 2017
Balance at April 1 ¥ 50,197 ¥ 51,659 $ 460,463
Current service cost 2,590 2,196 19,571
Interest cost 286 183 1,627
Actuarial loss (gain) 1,292 (980) (8,737)
Benefits paid (2,685) (2,814) (25,087)
Other (21) (119) (1,060)
Balance at March 31 ¥ 51,659 ¥ 50,124 $ 446,777
2. Movements in plan assets
Thousands of
Millions of yen U.S. dollars
2016 2017 2017
Balance at April 1 ¥ 36,451 ¥ 36,479 $ 325,155
Expected return on plan assets 149 130 1,156
Actuarial loss (gain) 199 342 3,052
Contributions paid by the employer 1,618 1,598 14,241
Benefits paid (1,909) (1,882) (16,773)
Other (29) (74) (663)
Balance at March 31 ¥ 36,479 ¥ 36,593 $ 326,169
3. Reconciliation from retirement benefit obligation and plan assets to liability (asset) for retirement benefit
Thousands of
Millions of yen U.S. dollars
2016 2017 2017
Funded retirement benefit obligation ¥ 40,002 ¥ 38,506 $ 343,223
Plan assets (36,479) (36,593) (326,169)
3,623 1,913 17,054
Unfunded retirement benefit obligation 11,657 11,618 103,555
Total net liability (asset) for retirement benefit at March 31 15,180 13,5631 120,609
Net defined benefit liability 15,180 13,904 123,932
Net defined benefit asset — (373) (3,324)
Total net liability (asset) for retirement benefit at March 31 ¥ 15,180 ¥ 13,531 $ 120,609
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4. Retirement benefit cost

Thousands of

Millions of yen U.S. dollars
2016 2017 2017
Current service cost ¥ 2,590 ¥ 2,196 $ 19,571
Interest cost 285 181 1,612
Expected return on plan assets (149) (130) (1,156)
Net actuarial loss amortization (220) 1,093 9,742
Total retirement benefit costs for the fiscal year ended March 31 ¥ 2,506 ¥ 3,340 $ 29,769

5. Other comprehensive income on remeasurements of defined benefit plans, before tax

Thousands of

Millions of yen U.S. dollars

2016 2017 2017
Actuarial gains and losses ¥ (1,313) ¥2415 $ 21,530
Total balance at March 31 ¥ (1,313) ¥2415 $ 21,530

6. Accumulated other comprehensive income on remeasurements of defined benefit plans, before tax

Thousands of

Millions of yen U.S. dollars
2016 2017 2017
Unrecognized actuarial gains and losses ¥ (1,093) ¥1,323 $ 11,788
Total balance at March 31 ¥ (1,093) ¥1,323 $ 11,788
7. Plan assets
(1) Plan assets comprise:
2016 2017
Bonds 70.1% 64.3%
Equity securities 8.3 7.9
Cash and cash equivalents 2.9 9.3
Alternative investments 18.7 18.5
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 deter-

mine long-term expected rate of return.

8. Actuarial assumptions
Principal actuarial assumptions at March 31
2016 2017

Discount rate (mainly) 0.40% 0.50%
Long-term expected rate of return (mainly) 0.35 0.40
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9. Income Taxes

Income taxes in the consolidated statement of income comprise between the statutory income tax rate and the Group's effec-
corporation, enterprise and inhabitants’ taxes. The statutory income  tive tax rates for financial statement purposes for the years ended
tax rate was approximately 30.9%. March 31, 2016 and 2017:

The following table summarizes the significant differences

2016 2017
Statutory income tax rate 33.1% 30.9 %
Tax credit on research and development expenses (3.5) (4.8)
Difference in tax rates applied by overseas consolidated subsidiaries 0.1 (1.7)
Valuation allowance (10.6) (1.1)
Dividends and other income not taxable (0.3) (0.8)
Deductions for special reconstruction district (0.4) (0.8)
Other 0.0 (0.7)
Effective tax rate 18.4 % 21.0%

Significant components of the Group's deferred tax assets and liabilities as of March 31, 2016 and 2017 were as follows:
Thousands of

Millions of yen U.S. dollars
2016 2017 2017
Deferred tax assets:
Net defined benefit asset and liability ¥ 4,181 ¥ 4,083 $ 36,396
Impairment loss 1,872 2,241 19,974
Unrealized gain on sales of inventories 1,295 1,538 13,705
Loss carried forward 1,132 1,514 13,497
Accrued bonuses 1,294 1,432 12,768
Unrealized gain on sales of non-current assets 850 800 7,129
Loss on valuation of investment securities 430 481 4,291
Research and development expenses 92 475 4,236
Other 3,452 3,476 30,981
Sub-total 14,598 16,041 142,977
Valuation allowance (2,515) (2,540) (22,636)
Total deferred tax assets 12,083 13,501 120,341
Deferred tax liabilities:
Unrealized gains on securities (6,716) (7,637) (68,069)
Deferred gain on sales of non-current assets (2,705) (2,561) (22,830)
Other (1,652) (1,912) (17,040)
Total deferred tax liabilities (11,073) (12,110) (107,938)

Net deferred tax assets (liabilities) ¥ 1,011 ¥ 1,392 $ 12,403
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10. Impairment Loss of Non-Current Assets

The Group recognized impairment losses on the following group of non-current assets for the year ended March 31, 2016 and 2017.

Millions of yen

Use Location Asset category 2016

Buildings and structures ¥ 2,287
) ) Machinery, equipment and vehicles 3,471

Assets for fine chemicals and other ~ Hokuto City, Yamanashi Prefecture
. Land 118

products business

Other 264
Other Land and buildings and Other 1,398
Total ¥ 7,539

Millions of yen

Use Location Asset category 2017
Assets for fine chemicals and other
products business Tsu City, Mie Prefecture Land ¥2,11
Total ¥2,11
Thousands of
U.S. dollars
Use Location Asset category 2017
Assets for fine chemicals and other
products business Tsu City, Mie Prefecture Land $ 18,817
Total $ 18,817

The Group has grouped their non-current assets into business units. Non-current assets that are idle or not being used for business activi-

ties 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
2016 2017 2017
Unrealized gains on securities:
Occurrence amount ¥ (6,451) ¥ 5,473 $ 48,787
Recycling (581) (2,490) (22,195)
Before tax effect (7,032) 2,983 26,592
Tax effect 3,042 (925) (8,248)
Unrealized gains on securities, net of tax ¥ (3,990) ¥ 2,058 $ 18,344
Foreign currency translation adjustments
Occurrence amount ¥ (4,320) ¥ (730) $ (6,509)
Foreign currency translation adjustments ¥ (4,320) ¥ (730) $ (6,509)
Remeasurements of defined benefit plans:
Occurrence amount ¥ (1,093) ¥ 1,323 $ 11,788
Recycling (220) 1,093 9,742
Before tax effect (1,313) 2,415 21,530
Tax effect 406 (740) (6,592)
Remeasurements of defined benefit plans, net of tax ¥  (907) ¥ 1,676 $ 14,938
Share of other comprehensive income of associates accounted for
using equity method
Occurrence amount ¥ (1,187) ¥ (1,130) $ (10,069)
Share of other comprehensive income of associates accounted for
using equity method ¥ (1,187) ¥ (1,130) $ (10,069)
Total other comprehensive income before tax ¥ (13,852) ¥ 3,539 $ 31,544
Tax effect ¥ 3,448 ¥ (1,665) $ (14,840)
Other comprehensive income, net of tax ¥ (10,404) ¥ 1,874 $ 16,704

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 (hereinafter called “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 256% of common stock over the total of addi-
tional paid-in capital and legal earnings reserve must be set aside
as additional paid-in capital or legal earnings reserve. Legal earn-
ings reserve is included in retained earnings in the consolidated

balance sheet.

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 calcu-
lated 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 16, 2017,
the shareholders resolved cash dividends amounting to ¥5,562
million ($49,584 thousand). Such appropriations have not been
accrued in the consolidated financial statements as of March 31,
2017. 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, 2017

Exercise price per share

Date of resolution of the general shareholders’ meeting

62,500 shares

From June 18, 2005
to June 17, 2025

15,900 shares
¥1
$0.01

June 13, 2008

39,100 shares

From August 2, 2006

to June 16, 2026

14,600 shares
¥1
$0.01

June 16, 2009

48,500 shares

From July 11, 2007
to July 10, 2027

25,700 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, 2017

Exercise price per share

Date of resolution of the general shareholders’ meeting

73,900 shares

From July 16, 2008
to July 15, 2028

40,400 shares
¥1
$0.01

June 17, 2011

80,200 shares

From July 15, 2009
to July 14, 2029

65,100 shares
¥1
$0.01

June 15, 2012

84,200 shares

From July 14, 2010
to July 13, 2030

75,900 shares
¥
$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, 2017

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

48,500 shares
¥
$0.01

June 17, 2016

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, 2017

Exercise price per share

55,800 shares

From July 31, 2014
to July 30, 2034

54,000 shares
¥
$0.01

51,600 shares

From July 29, 2015
to July 28, 2020

51,600 shares
¥1
$0.01

74,200 shares

From July 28, 2016
to July 27, 2021

74,200 shares
¥
$0.01

The compensation cost recognized for these stock options for the year ended March 31, 2017 was ¥90 million ($803 thousand), which was ¥90

million in 2016, and was included in selling, general and administrative expenses in the consolidated statement of income.
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14. Derivative Transactions

(1) Qualitative disclosure about derivatives

The Group enters into foreign exchange forward contracts and
interest rate swap contracts as derivative financial instruments. The
Group deals 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 Group does not enter into derivatives for speculative trans-
action 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
same as those for the items hedged, the risks of which will likely

(2) Quantitative disclosure about derivatives

continue to be hedged through hedge transactions.

Foreign exchange forward contracts that the Group entered
have risks due to fluctuations in foreign exchange rates. Interest
rate swap contracts that the Group entered have risks due to fluc-
tuations in interest rates. Due to the fact that counterparties to the
Group represents major financial institutions that have high credit-
worthiness, the Group believes that the overall credit risk related to
its financial instruments is insignificant.

Derivative transactions are executed and controlled based on
the Group's internal rules and are approved by the responsible offi-
cials. 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 mar-

ket 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, 2016 and 2017 were as follows:

(a) Related to currencies

Millions of yen

Recognized

Contract amount Over 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) )
Euro 384 — (2) (2)
Swiss Franc 0 — (0) (0)
Japanese Yen 672 — 1 1
Total ¥ — ¥ — ¥ 56 ¥ 56
Millions of yen
Recognized

Contract amount Over one year Market value gains or losses

March 31, 2017:
[tems not traded on exchanges
Foreign exchange forward contracts

Selling:  U.S. Dollars ¥ 6,653 ¥— ¥ (3) ¥ (3)
Euro 1,922 — 79 79
Chinese Yuan 98 — 0 0
Japanese Yen 72 — (6) (6)
Thai Baht 57 — (1) (1)
Buying:  U.S. Dollars 3,170 — 5 5
Euro 35 — 0 0
Swiss Franc 7 — 0 0
Total ¥ — ¥— ¥75 ¥75
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Thousands of U.S. dollars

Recognized
Contract amount Over one year Market value gains or losses
March 31, 2017:
[tems not traded on exchanges
Foreign exchange forward contracts
Selling:  U.S. Dollars $ 59,304 $— $ (24) $ (24)
Euro 17,129 — 705 705
Chinese Yuan 871 — 1 1
Japanese Yen 644 — (54) (54)
Thai Baht 504 — (8) (8)
Buying:  U.S. Dollars 28,252 — 45 45
Euro 310 — 1 1
Swiss Franc 64 — 1 1
Total $ — $— $ 666 $ 666
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, 2016:
Special treatment for interest rate swaps
Interest rate swaps (paid fix / received floating)
(Hedged item: Long-term loans payable) ¥ 16,158 ¥ 16,158 ¥ (312)
Total ¥ 16,158 ¥ 16,158 ¥ (312)
Millions of yen
Contract amount Over one year Market value
March 31, 2017:
Special treatment for interest rate swaps
Interest rate swaps (paid fix / received floating)
(Hedged item: Long-term loans payable) ¥ 15,527 ¥ 15,527 ¥(17)
Total ¥ 15,527 ¥ 15,527 ¥(17)
Thousands of U.S. dollars
Contract amount Over one year Market value
March 31, 2017:
Special treatment for interest rate swaps
Interest rate swaps (paid fix / received floating)
(Hedged item: Long-term loans payable) $ 138,400 $ 138,400 $ (151)
Total $ 138,400 $ 138,400 $ (151)

15. Research and Development Expenses

Research and development expenses of the Group for the year ended March 31, 2017 were ¥19,463 million ($173,487 thousand), which
was ¥21,260 million in 2016, and included in selling, general and administrative expenses.
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16. Segment Information

The Group's business segments are classified into the following three business segments: (1) Elastomers business, (2) Plastics business,
and (3) Fine chemicals and other products business.

The summary of net sales, costs and expenses, operating profit, identifiable assets, depreciation, impairment loss and capital expendi-
tures by segment of business activities for the years ended March 31, 2016 and 2017 were as follows:

Millions of yen

Fine chemicals and

Elastomers Plastics 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 profit ¥ 7,492 ¥ 5114 ¥ 21,803 ¥ 34,408 ¥ — ¥ 34,408
Identifiable 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
Goodwvill — 585 9,204 9,788 — 9,788

Millions of yen
Fine chemicals and

Elastomers Plastics other products Total Reconciliation Consolidated

For 2017:
Sales to external customers ¥ 185,345 ¥ 46,035 ¥ 159,218 ¥ 390,599 ¥ — ¥ 390,599
Inter-segment sales/transfers 3,786 — — 3,786 (3,786) —
Sales total 189,131 46,035 159,218 394,384 (3,786) 390,599
Operating profit ¥ 8,340 ¥ 3,773 ¥ 20,257 ¥ 32,370 ¥ — ¥ 32,370
Identifiable assets ¥ 265,434 ¥ 33,644 ¥ 166,741 ¥ 465,819 ¥ 110,198 ¥ 576,016
Depreciation and amortization 6,401 669 7,606 14,676 — 14,676
Impairment loss — — 2,111 2,111 — 2,111
Capital expenditures 20,709 1,189 9,887 31,785 — 31,785
Amortization of goodwill — 45 520 565 — 565
Goodwill — 540 8,278 8,817 — 8,817

Thousands of U.S. dollars
Fine chemicals and

Elastomers Plastics other products Total Reconciliation Consolidated

For 2017:
Sales to external customers $ 1,652,066 $410,330 $1,419,185 $ 3,481,580 $ — $3,481,580
Inter-segment sales/transfers 33,742 — — 33,742 (33,742) —
Sales total 1,685,808 410,330 1,419,185 3,615,322 (33,742) 3,481,580
Operating profit $ 74,338 $ 33628 $ 180,564 $ 288,530 $ — $ 288,530
Identifiable assets $ 2,365,930 $ 299,881 $ 1,486,240 $4,152,050 $982,244 $5,134,294
Depreciation and amortization 57,054 5,961 67,795 130,811 — 130,811
Impairment loss — — 18,817 18,817 — 18,817
Capital expenditures 184,590 10,600 88,125 283,315 — 283,315
Amortization of goodwill — 401 4,633 5,034 — 5,034
Goodwill — 4,810 73,782 78,591 — 78,591

Assets in reconciliation are related mainly to Cash, Short-term investment securities and Investment securities of the Company.
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Geographical information with respect to net sales for the years ended March 31, 2016 and 2017 were as follows:

Millions of yen

Japan China Others Total
For 2016: ¥ 171,643 ¥ 48,156 ¥ 166,909 ¥ 386,709
For 2017: ¥ 173,735 ¥ 47,985 ¥ 168,878 ¥ 390,599

Thousands of U.S. dollars

Japan China Others Total

For 2017: $ 1,548,581 $ 427,712 $ 1,505,287 $ 3,481,580

The geographical information consists of Japan, China and Others. Japan and China are individually presented considering the materiality
of the sales. Main countries included in Others were as follows;

South Korea, Taiwan, Thailand, United States, Belgium

Geographical information with respect to property, plant and equipment for the years ended March 31, 2016 and 2017 were as follows:

Millions of yen

Japan Thailand Hungary Others Total
For 2016: ¥ 72,550 ¥ 27,193 ¥ — ¥ 12,950 ¥ 112,694
For 2017: ¥ 73,466 ¥ 27,402 ¥ 14,585 ¥ 14,707 ¥ 130,160

Thousands of U.S. dollars

Japan Thailand Hungary Others Total

For 2017: $ 654,839 $ 244,249 $ 130,001 $ 131,087 $ 1,160,176

The geographical information consists of Japan, Thailand, Hungary and Others. Japan, Thailand, and Hungary are individually presented
considering the materiality of the property, plant and equipment. Main countries included in Others were as follows;

South 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, 2016 and 2017 were as follows:

Thousands of

Millions of yen U.S. dollars
2016 2017 2017
BRIDGESTONE Corporation (a major shareholder):
Net Sales ¥ 31,174 ¥ 28,135 $ 250,776
Notes and accounts receivable—trade, net 10,611 10,114 90,147
KRATON JSR Elastomers K.K. (an associate):
Purchases 9,085 9,187 81,890
Notes and accounts payable—trade 3,233 4,350 38,772
Supply of raw material gas 4,083 3,488 31,094
Accounts receivable—other 1,730 1,886 16,814

18. Business Combinations

Transaction under common control

Additional acquisition of subsidiary's shares

1. Overview of the transaction
With an aim to expand the Group's life sciences business, the Company acquired an additional 39% of the outstanding shares of its
consolidated subsidiary KBI Biopharma, Inc., which is involved in biopharmaceutical contract development and manufacturing, from a
non-controlling shareholder on November 30, 2016. As a result of this additional share acquisition, the Company's voting rights in KBI
Biopharma, Inc. increased from 51.0% to 90.0%.

2. Overview of the implemented accounting process
Based on “Accounting Standard for Business Combinations” and “Guidance on Accounting Standards for Business Combinations and

Business Divestitures,” this additional share acquisition was treated as a transaction with the non-controlling shareholder under com-
mon control.

3. Details on the additional acquisition cost of subsidiary's shares
Acquisition cost of KBI Biopharma, Inc.’s common shares acquired as a transaction in cash: ¥8,098 million ($72,182 thousand)
4. Details on decrease in capital surplus due to transaction with the non-controlling shareholder
(1) Reason for decrease of capital surplus
Additional acquisition of subsidiary’s shares
(2) Amount of decrease in capital surplus due to transaction with the non-controlling shareholder
¥7,660 million ($68,276 thousand)

19. Contingent Liabilities

At March 31, 2017, the Group was contingently liable as a guarantor for loans of CMIC JSR Biologics Co., Ltd. in the amount of ¥1,674
million ($14,925 thousand), JSR Micro (Changshu) Co., Ltd. in the amount of ¥588 million ($5,244 thousand), JEY-TRANS CO., LTD. in the
amount of ¥104 million ($927 thousand), and employees in the amount of ¥1 million ($6 thousand), respectively.
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m Independent Auditor’s Report

To the Board of Directors of JSR Corporation:

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, 2017 and 2016, 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 ABC Co., Ltd. and its consolidated subsidiaries as at March 31, 2017 and 2016, and their financial
performance and cash flows for the years then ended in accordance with accounting principles generally
accepted in Japan.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 2 to the consolidated financial statements, from the
fiscal year ended March 31, 2017, the Company and some of its consolidated subsidiaries has altered the
method of depreciation for property, plant and equipment from the declining balancing method to the straight-
line method.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2017 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 Mote 1
to the consolidated financial statements.

KPMG AZSA 110,

KPMG AZSA LLC
June 16,2017
Tokyo, Japan

MG natwork of indapendent maermbar firms alilised with KPMG Intamation
al™), a Swiss entity.




