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Profile

Founded in 1918 as a manufacturer of textiles, Nittobo achieved success as the first Japanese company

to manufacture glass fiber and rock wool in 1938. The Company subsequently prospered with diversifi-

cation into such business areas as the medical and specialty chemicals fields, among others. Moreover,

Nittobo is leveraging its cumulative strengths in technological development with the aim of further

expanding its business domains. Today, we are dedicated to building a healthier and more comfortable

living environment.

On the cover: The illustration featured on the front cover demonstrates examples of how Nittobo materials are used in a variety of

applications to support individual lifestyles as well as society as a whole. Examples range from personal computers,
mobile phones, pet bottle beverages, dishcloths, suits, stretch jeans, office ceilings, and roller blinds, to factories, movie
theaters, hospitals, aircraft and water tanks. Although often overlooked, Nittobo uses its strengths to support society.
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Forward-Looking Statements
This annual report contains forward-looking statements concerning the Company’'s business plans, strategies, and performance based on information available to
management at the time of disclosure. Accordingly, readers are advised that actual results may differ from forward-looking statements for a variety of factors.



Consolidated Financial Highlights

Years ended March 31

Thousands of

Millions of yen U.S. dollars
2008 2007 2008

Net sales 136,537 ¥ 138,776 $ 1,362,782
Operating income 10,271 11,379 102,516
Income before income taxes and minority interests 9,210 8,007 91,926
Net income 5,928 4,615 59,166
Total assets 156,149 164,911 1,558,525
Total equity 75,929 72,025 757,849
Per share data:

Net income (Yen/U.S. dollars) 23.98 ¥ 18.66 $ 0.239
Cash dividend (Yen/U.S. dollars) 4.00 3.00 0.040
Shareholders’ equity ratio (%) 47.3 42.5

Return on equity (%) 8.2 6.7

Notes:1. Yen amounts have been translated into U.S. dollars, for convenience only, at the rate of ¥100,19=US$1 (March 31, 2008).
2. The computation of net income per share is based on the average number of issued shares (excluding treasury stock).
3. According to a new accounting standard for presentation of equity, which is effective for fiscal years ending on or after May 1, 2006, stock acquisition
rights, minority interests and any deferred gain or loss on derivatives under hedge accounting are now presented as components of equity. Accordingly
the amounts of equity as of March 31, 2008 and 2007 are not directly comparable to shareholders’ equity of prior years, stated above.
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Fiscal 2008, the year ended March 31, 2008, which
marked the second year of Nittobo’s “Relay 101”
Medium-Term Management Plan, saw the
Company decisively implementing business struc-
ture reforms. In the current fiscal year, Nittobo will
endeavor to secure stable profits in the face of
dramatic business environment changes carried
over from the previous fiscal year.

Consolidated Business Results

During the first half of fiscal 2008, the Japanese economy
was on a mild recovery course, with increased capital
expenditure resulting from solid performance in the corpo-
rate sector. From the second half of the year, however,
soaring crude oil prices brought about rising costs across
the entire range of raw materials. These developments com-
bined with global financial instability attributable to the sub-
prime loan crisis in the United States, leaving little room for
optimism in making forecasts for the forthcoming fiscal year.
As a result, net sales were down year-on-year by 1.6%,
to ¥136,537 million, operating income fell 9.7%, to ¥10,271
million, and net income expanded 28.4%, to ¥5,928 million.
Reviewing performance by division, the Company’s
mainstay Glass Fiber Products Division maintained revenues
and profits at levels similar to those of the previous year,
owing to strong demand for printed circuit board (PCB) sub-
strate applications. Meanwhile, fiber reinforced plastic (FRP)
and fiber reinforced thermoplastic (FRTP) applications as
well as industrial material applications felt the impact of a
decline in construction starts following the enactment of the

Relay 101: Three Basic Policies

Revised Building Standard Law. The Building Materials
Division expanded the volume handled in line with the adop-
tion of ceiling materials for the interiors of large-scale build-
ings undergoing redevelopment, despite the impact of fewer
housing starts on thermal insulation materials.

Amidst low demand for apparel products, higher vol-
umes of distinctive new garment interlining products and the
effect of improvements to production and logistics for Core
Spun Yarn (C-S-Y®) stretch fabric significantly boosted
profits in the Textiles Division. Other Operations performed
well, including the Medical Operations, which primarily han-
dles clinical diagnostic reagents, the Specialty Chemicals
Operations, which develops and markets functional poly-
mers, and Beverage Operations.

Outlook for Fiscal 2009

Operating conditions in the fiscal year ending March 31,
2009, are becoming increasingly severe, with further sharp
rises in raw materials and fuel prices, the appreciating yen
and the impact of the Revised Building Standard Law. The
Nittobo Group is endeavoring to increase added value with
integrated production and sales, enhanced energy efficiency,
including fuel conversion, improved yields and productivity,
and the implementation of other measures to reduce costs.
However, in conditions such as these it will be difficult to
absorb the impact of soaring prices for crude oil and other
fuels by cost control alone. We ask for the understanding of
users when we introduce product price increases in our
efforts to keep low fluctuations in earnings to a minimum.

Achieving Greater Breadth and Depth in Our Business Domains

Aiming to build new corporate value, Nittobo will concentrate its resources on
expanding into new business domains and developing new high-function, high-

value-added products.

Business Structure Reforms

Nittobo is endeavoring to establish a business structure capable of providing a

flexible response to changing market conditions.

Relay™

Continuous Development of Corporate Governance Structure
While implementing definitive internal control system improvements, Nittobo aims
to institute a highly transparent corporate culture with full consideration of its

social responsibilities.
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Fiscal 2009 Management Policy, Focusing on
Issues Upcoming in the Medium-Term
Management Plan’s Final Year

In order to establish a corporate financial foundation that
can secure stable profits under any operating conditions,
the Nittobo Group is working to implement Relay 101, its
three-year medium-term management plan that sets forth
three basic policies: achieving greater breadth and depth in
its business domains; promoting business structure reforms;
and always working to refine the Company’s corporate
governance structure.

We are cognizant that further raw material and fuel price
increases, the trends of a strong yen and other negative
factors are not transient, but rather will tend to be ongoing.
Taking measures based on this understanding is an
urgent issue.

1. New Business and New Product Creation

The first basic policy under the medium-term management
plan is achieving greater breadth and depth in our business
domains, an important issue we will tackle in the current
fiscal year.

In October of the previous year, to promote cross-divi-
sional R&D collaboration, we established the Research And
Development Head Office to integrate the research efforts of
all divisions. This has resulted in the emergence of a number
of specific examples of new business and new product
creation. In existing businesses too, we have introduced
appealing, high-value-added products that, premium prices
notwithstanding, customers consider essential and that only
foundation of profitability.

4 Nittobo Annual Report 2008

2. Boosting Sales Capabilities—Competitive
Strength through Production-Sales Integration

How best to put the “tireless pursuit of customer satisfac-
tion” into practice is constantly in our thoughts while we
conduct our activities, and we endeavor to unconditionally
demonstrate and apply this concept to Nittobo’s
technological prowess by means of the following measures.

® Reduce manufacturing and sales costs by being
conscious of production and logistics efficiency as we
conduct sales activities

@® Promote development of distinctive new products by
acquiring timely and precise information on customer
needs and industry trends

@ Raise reliability by improving product and service
quality and managing delivery schedules

In support of business structure reforms, the second basic
policy in our medium-term management plan, we discontin-
ued in-house production of floor panels, withdrew from the
melamine decorative panels business by dissolving our joint
venture, and structurally reformed our glass wool subsidiary.
These moves were taken to deal decisively with underper-
forming business areas.

Our third basic policy, that of continuous development of
corporate governance structure, is producing results in
terms of the creation of a more transparent corporate

structure and enhanced governance.




The Nittobo Group’s dividend policy carries significant
weight on par with the Group’s other key management
issues. With due consideration given to the Company’s
profit trends and retained earnings in order to strengthen its
business base, Nittobo is working to achieve stable dividend
payouts over the long term. Nittobo increased its year-end
dividend amount by one yen per share, to four yen, for the
fiscal year ended March 31, 2008.

Retained earnings will be utilized for aggressive invest-
ment to accelerate the development of high-value-added
products for a more optimal product portfolio and the
launching of new businesses. Creating new value through
these endeavors, the Company will channel its monetary
reserves into the implementation of initiatives that directly
lead to improved productivity and product quality.

Aiming to Remain a Highly Regarded
Corporate Group

Together with its Mission Statement, shared by executives
and employees, the Nittobo Group provides the Nittobo
Declaration of common values as a company trusted by
society, tirelessly pursues customer satisfaction, and offers
to customers safe products in its endeavors to deepen that
trust. Through our operations and actions, we aim to remain
a business group that justifies the appreciation of its share-
holders, customers, local communities and all stakeholders
alike when they consistently say, “I'm so glad it was Nittobo.”

We ask for the continued support of all shareholders and
investors as we pursue these efforts.

( . ’mhmw

Katsumi Minamizono
Chief Executive Officer
June 2008

Our Commitment: The Nittobo Declaration

Mission Statement

As a corporate citizen contributing to healthy and com-
fortable lifestyles, the Nittobo Group endeavors to raise
its value within society through consistent efforts to
realize a more affluent society for everyone.

The Nittobo Declaration

e Under the Nittobo BP Declaration, we aspire to be
society’s best partner.

e \We take pleasure in continuously pursuing customer
satisfaction, while faithfully delivering safety and
trust. We also believe in the importance of creating
and sharing in the delight of our shareholders,
investors, local communities and all stakeholders
alike through our corporate activities.

e We respect the individual potential of each of our
employees. Facilitated by teamwork, we aim to
become a more powerful corporate entity, based on
freedom of expression and the robust exchange of
ideas.

¢ We believe in the interdependent development of our
employees and the Group, and thus offer our
employees opportunities to realize their potential and
grow. Nittobo employees are first and foremost
good citizens, reflective, open-minded and assured.
In addition, we tenaciously achieve whatever we set
out to do.

We recognize the far-ranging impact of our actions
as a Group and approach each decision in a deter-
mined and enlightened manner.

Nittobo

Executives and
Employees

Local
communities
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Overview by Segment

(For the years ended March 31)

Glass Fiber Products Division
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% Changes in Business Segments: The Company changed its business segments starting from this fiscal year. The figures for fiscal 2004 to 2006 were not

modified to conform to the accounting standards used for the new business segments.
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Nittobo boasts a comprehensive business structure that covers everything from
the manufacture of glass fiber yarn and textile treatment processes through to
the development of composite materials, winning worldwide acclaim as a glass
fioer powerhouse. The Company is unstoppable in pursuing the potential of
glass fiber products, including electronic-use fine glass fiber yarns and ultrathin
fabrics, and fiber reinforced plastic (FRP) and fiber reinforced thermoplastic
(FRTP) in the compound base material field. Also making notable advances in
the industrial-use glass fiber field, Nittobo is expanding its glass fiber related
business to become the undisputed leader in the global glass fiber industry.

Major Products and Services

e Glass fiber yarn

¢ Glass fabric

¢ Glass fiber for FRP and FRTP

 High tensile strength glass fiber
(leading-edge compound material)

e Glass fiber products for industrial applications

* FRP panels

Nittobo pioneered the first successful industrial production of rock wool in
Japan, and Nittobo Group subsidiaries manufacture and market glass wool.
Rock wool and glass wool are characterized by their superior properties, such
as heat and cold insulation and sound absorption, and they are increasingly
utilized in construction materials for eco-friendly structures, as worldwide con-
cern about global warming prevention grows. Nittobo is also undertaking
asbestos removal work, other environmental operations and engineering
operations. The Building Materials Division is constantly creating new busi-
nesses, aiming to contribute to the realization of a society that helps people
lead a more comfortable life.

The Textiles Division has occupied a key position in Nittobo’s business activi-
ties since the Company’s founding. Leveraging its technological expertise in
product development, covering everything from spinning to sewing, the
Company continues to introduce new high-value-added materials with
improved workability and functionality. Positioning stretch fabric Core Spun
Yarn (C-S-Y®) and apparel-use garment interlining as its mainstay products,
Nittobo is engaged in the development of products that respond to various
market needs.

Nittobo's Medical Operations, which engages in the clinical diagnostic reagent busi-
ness, is establishing a technological base in the genetic engineering field and pro-
moting industry-academe joint projects that encompass a wide range of subjects.
Based on the Company's sophisticated polymerization technologies, the

Specialty Chemicals Operations focuses on the development of new polymer
materials, for which new applications are being sought in a variety of fields.

The New Business Operation & Promotion Office is working to foster
products for development as cross-divisional projects.

In its Beverage Operations, Nittobo undertakes PET bottle production and
beverage bottling through original equipment manufacturer (OEM) contracts.

The Company leases office space in commercial buildings and manages
sports facilities on former Nittobo factory sites through its Real Estate
Utilization Business.

Major Products and Services

¢ Fireproof, acoustic rock wool ceiling panels
* Floor panels
* Thermal insulation, acoustic and fireproof materials
* Environmental services
* Engineering Operations
Sound and noise abatement systems and plant construction

Major Products and Services
Yarn (C-S-Y®)
Textiles
Apparel and other finished products
Garment interlining
Nittobo dishcloth

Major Products and Services

Medical Operations

Clinical diagnostic reagents in biochemistry, hematology and immunology
Specialty Chemicals Operations

DANFIX® dye fixative, development of applications of PAS and PAA®
New Business Operation & Promotion Office

Hard coating agent SSG Coat and three-dimensional knit material
PARAMAX

Beverage Operations

280ml- and 350ml-size PET bottle beverages and manufacture of large
PET bottles

Office Building Leasing and Sports Facilities Business

Nittobo Annual Report 2008 7



Overview by Segment

Glass Fiber Products Division

Overview

The Glass Fiber Products Division is working to build a business structure less susceptible to market fluctuations while sharpening its
competitive edge and further improving customer satisfaction. Specifically, we are shifting to sophisticated, high-value-added
electronic-use glass fiber products while also bolstering our lineup of unique composite-material products. In the industrial-use fabric

category, we are pioneering new markets and promoting new product development.

The New Bangkok International Airport PCB Substrates Flat Fibers for Use in FRTPs (right)
The same membrane material featuring Nittobo's glass fabrics  Glass fabrics are essential to Nittobo’s flat cross-sectional glass fiber is gaining wide accept-
used at the New Bangkok International Airport was also PCB substrates. ance through automobile and home electronics applications.

employed in the canopies of the National Stadium (“The Bird’s
Nest”) at the 2008 Beijing Olympic Games.

Operating Results

In the glass fiber industry, IT, automobile, home electronics and
other related demand remained steady throughout the year.
However, impacted by the drop in construction starts, construction-
and home appliance-related demand was weak.

In the electronic-use glass fiber field, market conditions were firm
throughout the year, particularly for glass fiber yarns and fabrics
used in printed circuit board (PCB) substrates. Working toward the
optimization of our product lineup by shifting to high-value-added
products, we also recorded sales growth in fine glass fiber yarn and
thin glass fiber fabrics.

In the composite material category, including glass fiber used in
fiber reinforced plastics (FRPs) and fiber reinforced thermoplastics
(FRTPs), results were mixed. Buffeted by the drop in housing starts,
sales volumes in the principal home appliance application category
declined. Buoyed by steady trends in the automobile and home
electronics application categories as well as successful efforts to
revise product sales prices in the second half of the previous year,
Nittobo recorded sales growth.

Results in industrial-use fabrics were held to a slight decline.
Despite the drop in demand for building interior applications reflect-
ing lower construction starts, this was attributable to an upswing in
the sales of new products and increased demand from other fields.

Accounting for the aforementioned factors, net sales in the Glass
Fiber Products Division totaled ¥56,699 million, a slight decline of
0.2% compared with the previous fiscal year. Taking into considera-
tion an upswing in profits, due mainly to sales growth of high-value-
added products against the negative impacts of sharp hikes in the
cost of crude oil and other fuels as well as appreciation in the value
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of the yen, operating income edged down 1.0% year on year to
¥7,528 million.

Business Strategy for Fiscal 2008

Looking ahead, IT-related high-function products are expected to
continue their favorable performance. Impacted by revisions to the
Building Standards Law, however, demand for residential application
is anticipated to remain flat.

Taking full advantage of its comprehensive strengths in the man-
ufacture of glass fiber yarn and fabric processing techniques, Nittobo
will continue its shift toward more sophisticated, high-value-added
electronic-use glass fiber products. To this end, we will continue to
revise our product lineup and pursue a business tie-up with Taiwan-
based Baotek Industrial Materials Ltd. (refer to page 13)

In the composite material field, including FRPs and FRTPs, we
will adopt a policy focus of product differentiation concentrating
mainly on the automobile and non-residential categories. Guided by
the keywords “lightweight solutions,” we will endeavor to cultivate
new markets in an effort to expand sales.

In addition, Nittobo is taking concrete steps toward the release of
new products in the industrial-use fabric field. Together with our line-
up of existing products, we are targeting environmental-, energy
conservation- and safety-related applications—areas forecast to
attract increased demand. Looking ahead, we will cultivate new mar-
kets both in Japan and overseas in an effort to further expand seg-

ment sales.



Building Materials Division

Overview

The Building Materials Division is accelerating a host of initiatives aimed at stabilizing its profit structure. In addition to the careful selec-
tion of areas in which to focus management resources, we are also working swiftly to improve unprofitable businesses. In the thermal
insulation materials business, Nittobo is expanding its presence in existing markets while developing new products based on its overall
strengths. At the same time, we are shifting toward a more profit-based structure and launching market-needs-oriented products in the
interior materials business. In its environment business, Nittobo is working to expand the scope of its asbestos removal operations.

Thermal Insulation Materials
Rock wool and glass wool for use in residential, office building
and plant construction

Operating Results

In addition to the gradual cutback in public-sector investment, demand
from the building materials industry was weak on the back of a sub-
stantial decline in private-sector residential and nonresidential construc-
tion starts. This was in tumn attributable to revisions to the Building
Standards Law.

In the thermal insulation materials business, sales of rock wool and
glass wool were down. Buffeted by the aforementioned revisions to the
Building Standards Law, housing starts declined. This placed significant
downward pressure on residential construction-related sales volumes.

In the interior materials business, sales volumes of Nittobo’s main-
stay fireproof acoustic ceiling panels improved as a result of increased
application in large-scale urban building redevelopment. With little
prospect of an increase in demand for its floor panels, Nittobo decided
to discontinue the manufacture of these materials at the end of the fis-
cal year under review.

Reflecting a temporary Iull in demand on the back of a drop in
affected properties, Nittobo has experienced sales contraction in its
asbestos-removal operations. Weak results in the environmental busi-
ness have been exacerbated by the sudden increase in industry new-
comers, significantly intensifying competition.

Despite increased orders for equipment and machinery construc-
tion, engineering business sales declined. This was attributable to the
drop in large-scale acoustic-related construction projects.

As a result, net sales in the Building Materials Division totaled
¥54,018 million, a 5.3% decrease compared with the previous fiscal
year. Operating income dropped 49.6% year on year to ¥1,363 million

Ceiling Materials
Fireproof, acoustic rock wool ceiling panels for use
in general construction, including office buildings

Television Broadcasting Studio
Nittobo engages in the design and construc-
tion of acoustic studios.

due mainly to the increase in raw material costs including crude oil and

other fuels.

Business Strategy for Fiscal 2008

Operating conditions in this segment are expected to become
increasingly severe due to revisions to the Building Standards Law
resulting in a drop in construction starts, an increase in raw material
prices driven up by sharp hikes in the cost of crude oil and other
factors. Against this backdrop, Nittobo will harvest the fruits of inte-
grated sales, production and subsidiary management to bolster its
earnings platform. At the same time, we will build an operating
structure that is capable of securing stable profits.

In the thermal insulation materials business, Nittobo, as a gener-
al insulation materials manufacturer, will continue working to cap-
ture a leading position in the domestic market through business
operations effectively coordinated on a Groupwide scale. To
achieve this goal, the Company will leverage its competitive advan-
tage in response to environmental problems while at the same time
expanding activities in existing markets and developing new prod-
ucts. (refer to page 13)

In the interior materials business, Nittobo will engage in highly
efficient production, review its product mix and build a structure that
is capable of accurately addressing market needs. In this manner,
we will continue endeavoring to secure a high level of profitability.

While striving to assure safety and security in its overall opera-
tions, Nittobo will endeavor to differentiate its environmental busi-
ness from competitors by consistently developing new asbestos
removal technologies. In this manner, the Company will work
toward achieving stable earnings.
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Textiles Division

Overview

The Textiles Division primarily handles core yarn and stretch fabric Core Spun Yarn C-S- Y®, which are based on Nittobo’s long-stand-
ing advanced spinning technology, along with garment interlining products, which use woven fusible interlinings based on original tex-
tile-finishing technologies. Expanding its business development efforts that integrate the strengths of these products, while
accelerating initiatives based on coordinated division-wide operations, Nittobo is fostering its operations in China, facilitating more

efficient marketing activities and continuing its focus on customer service enhancement.

SIS

The Air Wrap Series—The World’s Lightest Interlining  Ultrafine C-S-Y ® Slimstar
Slimstar (left) is an ultrafine yarn and approximately
half the weight of conventional yarn (right).

Nittobo has developed a tissue-paper-thin garment
interlining (left).

The textile industry continued to confront a harsh operating environ-
ment due to a variety of factors including unseasonable weather
conditions. This contributed to weak apparel product consumption.

In core yarn and stretch fabric C-S-Y®, Nittobo worked to bol-
ster apparel marketing activities and expand textile export sales.
Despite these endeavors, sales declined amid a persistent drop in
overall demand.

In the garment interlining products field, Nittobo focused on
expanding sales in Japan of distinctive new products amid a slump
in apparel product market conditions. Buoyed by robust export
activity to Europe by Nittobo (China) Co., Ltd., the Group was suc-
cessful in offsetting the weak performance in domestic apparel.
Accounting for these factors, overall sales increased.

In the fiscal year under review, net sales in the Textiles Division
were ¥12,115 million, essentially unchanged from the previous fiscal
year. Operating income, on the other hand, jumped 93.5% year on
year to ¥566 million reflecting the benefits of continuous efforts to
improve efficacy in production and distribution activities.
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Apparel Products
Nittobo is bolstering apparel businesses based on its
substantial technological know-how.

Confronted by harsh operating conditions, Nittobo will continue to
develop original, high-value-added products and engage in highly
efficient business activities to maintain and enhance its competitive
advantage in the textiles industry.

Building on the success of the ultrafine C-S-Y® Slimstar, which
was launched in fiscal 2008, and the original fiber blend yarn Misty
Color, Nittobo will continue to leverage its domestic manufacturing
technological capabilities in the core yarn business to develop out-
standing new products. Slimstar is an ultrafine yarn that addresses
the growing market trend toward more lightweight, thin and attrac-
tive products.

Following on the heels of the Air Wrap series—the world’s light-
est interlining—released in 2008, we plan to develop innovative
products in the garment interlining business that address diverse
user needs. Based on Nittobo’s proprietary coating and finishing
technologies, the Air Wrap series is responding to the trend toward
thinner and lighter outer materials.

From a profit perspective, we will redouble efforts to enhance
the cost competitiveness of our operations in China, focusing on tex-
tile manufacturing facilities.

Carrying on from our endeavors throughout fiscal 2008, Nittobo
will continue to tackle the establishment of a comprehensive produc-
tion structure, supported by cross-category collaboration. In expand-
ing the scope of our operations in China, the development of new
products and sales channels, we will work to stimulate new customer
needs. Coupled with efforts to expand overseas sales encompassing
Europe, we will shift to a more comprehensive textile business struc-
ture as we step up our development and promotional activities.



Other Operations

Overview

Nittobo is leveraging its proprietary technologies in R&D activities in a variety of fields, aiming to foster and establish new business
domains. Specifically, the Company is applying its long-nurtured expertise to develop and commercialize new products in the Medical,
Specialty Chemicals, New Business, Beverage and other operations. At the same time, Nittobo is working to further expand the scale

of its activities in each of these fields.

The Medical Operations, which mainly handles clinical diagnostic
reagents, experienced sales growth in the fiscal year ended March
31, 2008. This was attributable to successful efforts to win new
customers and cultivate new clinical testing fields in Japan as well
to expand overseas sales.

Beverage Operations sales also increased steadily on the back
of efforts to bolster the Company’s production structure by
strengthening capacity and to expand business through new cus-
tomer and product development.

The functional-polymer products category of Nittobo’s Specialty
Chemicals Operations recorded sales growth, owing to firm
exports of dye fixatives and steady trends in raw materials for
household products.

In the Real Estate Utilization Business, Nittobo enjoyed solid
results in its real estate services and related activities.

Based on the aforementioned factors, net sales in Other
Operations climbed 6.8% compared with the previous fiscal year to
¥18,705 million. Operating income edged up 0.4% year on year to
¥1,603 million.

The Medical Operations, which started out as a synthetic substrate
business, is currently engaged in the clinical diagnostic reagent
business that covers the three fields of biochemistry, hematology
and immunology. Through its activities in each field and the devel-
opment of innovative products, Nittobo is committed to contributing
to the medical frontline.

In conjunction with joint academic and business research
efforts, Nittobo is engaged in protein production from genetically
modified silkworms. At the same time, the Company is active in the
search for new disease markers utilizing Clinical Proteomics analysis
as well as the development of hepatic disease and bone metabo-
lism markers and a diverse range of other original testing reagents.

Moreover, Nittobo is actively pursuing strategic alliances with
other companies in its efforts to augment its product lineup and to
develop clinical diagnostic reagents for remote care.

In the future, Nittobo will deepen its collaborative arrangements
with external research institutions with the aim of further accelerat-
ing R&D activities. Through these means, we will bring forward the
release of new products to the market, boost export activities
focusing mainly on the United States, China and Southeast Asian
countries and fulfill our overarching objective to expand and deepen
business domains.

Genetically Modified Silkworms

Nittobo is engaged in research activities
that involve the production of protein from
genetically modified silkworms under study
for pharmaceutical ingredients and reagent
applications.
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In its Specialty Chemical Operations, Nittobo is concentrating on
the development of innovative polymer materials based on special
polymerization technologies, while striving to identify new applica-
tions across a broad spectrum of fields.

The Company is also implementing various initiatives to expand
sales of its mainstay DANFIX® dye fixative as a wet rubbing fast-
ness improver and metal processing agent. In particular, with the
aim of pioneering new applications of the dye fixative in the fields of
raw materials for household products as well as new electronic
material additives, we are bolstering collaboration among internal
divisions while actively pursuing the shift toward high-value-
added products.

Building on its mainstream business as a supplier of raw
materials for water-soluble polymer products, the Company is
active in the development of functional agents. Working to expand
its range of materials, Nittobo is looking to further broaden
application fields. While maintaining our focus on employee
education and training, we will promote product development
based on division-wide collaboration. Through these means, we aim

to expand business domains.

Inkjet Printers

Nittobo’s proprietary functional poly-
mers provide superior fixing and water
fastness properties.

The New Business Operation & Promotion Office is charged with the
responsibility of uncovering new business opportunities based on its
proprietary technologies. Among a host of examples, Nittobo’s SSG
Coat, a fast-curing, hard, coating agent is enjoying increased use by
major electric home appliance as well as household equipment man-
ufacturers for its metal frame hard coat and antifouling properties.
SSG Coat is also attracting growing acclaim as a building mainte-
nance floor coating agent. This is attributable to its scratch-resistant
properties and its ability to facilitate cleaning. PARAMAX, a three-
dimensional knit material, is another product developed by the New
Business Operation & Promotion Office. In addition to its breathabili-
ty, PARAMAX boasts high springiness and elasticity. Complementing
its established application in bedding, PARAMAX is gaining wider
acceptance in the building materials field.

Looking ahead, Nittobo will continue to actively explore poten-
tial applications and drive the development of new products while
promoting increased collaboration with other businesses. To
achieve these goals, we will consistently endeavor to differentiate
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ourselves from competitors, strengthen our sales and marketing
capabilities and build a constantly evolving business platform.
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properties.

Nittobo is providing comprehensive OEM services that accommo-
date various customer needs in the private-label beverage market,
covering everything from the manufacture and sale of PET bottles to
beverage bottling. In its mainstay small-sized PET bottle beverage
business, Nittobo is working to increase sales volume by meeting
the requirements of high-mix, low-volume production and making
strong efforts in product development. In the large-sized PET bottle
business, the Company manufactures and sells two-liter PET bottles
to beverage producers operating mainly in the mineral water market.

Looking at trends in Japan’s beverage market, overall shipping
volumes remain relatively stable. Bottled tea drinks including oolong
tea, a previous market driver, are showing a slight decline with
increased demand for bottled mineral water and carbonated bever-
ages. By container type, the use of PET bottles continues to
increase, representing more than 60% of the overall market.

Nittobo will expand the scale of its high-mix, low-volume pro-
duction to respond accurately to needs in the beverage market.
Moreover, placing top priority on the improvement of product quali-
ty, the Company will appropriately manage the use of raw materials,
adequately maintain its production facilities and lines and ensure
strict traceability of products after delivery.

These initiatives will allow Nittobo to enhance customer satis-
faction, which the Company believes is very closely linked with its

earnings growth.

Beverage Operations Production
Facilities and Lines

Nittobo is engaged in high-mix, low-
volume production based on extensive
product quality management.



Topics

@ Glass Fiber Products Division

With the aim of capitalizing on increasing demand for high-value-added
glass fabric, Nittobo has formed a capital and business alliance with
Baotek Industrial Materials Ltd., a Taiwan-based glass fabric manufac-
turer and marketer.

Nittobo boasts strengths in the field of high-quality ultrathin glass fabric, demand for
which is continuing to grow as a result of the trend toward lighter, more compact and
more advanced finished products in the electronic appliances sector. In such an envi-
ronment, Nittobo and Baotek entered into the alliance to build a formidable structure
that will enable stability of ultrathin glass fabric supplies over the medium and long
term. The alliance is also aimed at expanding Nittobo’s market share in Asia, where a
number of semiconductor manufacturers are engaged in intense competition. In the
meantime, Baotek is increasingly seeing its mainstay products applied in standard
rather than high-value-added finished products. Having sought to rectify this unfavor-
able situation, Baotek has identified the advantage of an alliance that will enable a
shift toward manufacturing processes geared for high-value-added products by lever-
aging Nittobo’s expertise and know-how. In this way, Baotek will be able to enhance
its product portfolio.

Through this alliance, the two companies also intend to reinforce their founda-
tions in the glass fabric industry. At the same time, they will endeavor to stabilize
their business performance in the glass fabric industry, which is highly susceptible
to market fluctuations.

@ Building Materials Division

Nittobo’s Energy-Saving Products and Material Recycling—
Promoting Effective Utilization of Limited Natural Resources

Wide-ranging applications such as the fireproof, acoustic and thermal insulation
materials used in buildings, houses, factories and other structures have been found
for rock wool and glass wool. Nittobo’s high-performance thermal insulation materials
are noted for the fineness of their fibers and their airtight characteristics, which con-
tribute to improved thermal efficiency in structures. Improved thermal efficiency con-
sequently helps reduce energy consumption associated with air-conditioning, which
ultimately leads to the reduction in CO2 emissions.

Also, on the manufacturing front, the Nittobo Group is taking active steps to aid
global environmental protection efforts. Specifically, Nittobo collects and accepts
waste materials, including those generated by other companies, as recyclable
resources for reuse in its thermal insulation materials. The volume of these waste
materials substantially exceeds that of the waste materials for final disposal that
Nittobo generates. This provides proof positive that the Nittobo Group is making a
significant contribution to the realization of a recycling-oriented society.

The Nittobo Group will continue to offer eco-friendly products and services and
by so doing will work to help preserve the irreplaceable natural environment for gener-
ations to come, thereby contributing to the creation of a society capable of sustain-
able growth.

Ultrathin glass fabric
Nittobo is working diligent-
ly to develop and expand
sales of highly competitive
products, including
micron-scale fine glass
fiber yarn and ultrathin
glass fabric

Finished product samples (mobile phone, digital camera, PC)
Nittobo’s high-value-added glass fabric is widely used in many
other finished products, including servers installed at mobile phone
towers.

Rock Wool Recycling Process

=== Recycling flow

Blast furnace slag generated
in steelmaking, various types
of rocks

Principal Raw
Materials

4

Principal raw materials
and recycled materials
Melting are melted and fused in
high-temperature furnace
then made into fiber by
v centrifugal processing

Rock Wool .
Products Crushing /
@ Thermal insulation materials Fracturing

® Ceiling panels

v

Construction

Remaining
® Buildings ® Houses Materials
@ Factories
Destruction ~ Renovation

Nittobo recycles waste
materials received
from other companies.

Waste
Materials

Waste
Materials

Recycled glass

Nittobo collects waste sheet glass
and empty bottles, reusing them in
the manufacture of glass wool for
thermal insulation materials.

High-performance,
fine-fiber glass wool
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Corporate Governance and Compliance

Corporate Governance

Basic Policies

At Nittobo, as we conduct our business activities with a high regard
for obtaining the social trust of our stakeholders, including share-
holders and investors, we are aiming at building an open and trans-
parent management structure. Positioning the continuous
development of its corporate governance structure as one of the
most important management issues of the Medium-term Business
Plan, “Relay 101,” the Company is aiming for constant improve-
ments of this structure, thereby reinforcing the Nittobo Group’s cor-
porate strengths.

Corporate Governance Structure

Nittobo has established a Board of Directors and a Board of
Corporate Auditors as well as internal control systems that can
quickly respond to changes in the business environment. In June
2008, as part of ongoing efforts to refine the Company’s corporate
governance structure, the functions and roles of management and
the execution of business operations have been clarified. Moreover,
in order to bolster these, reforms have been implemented that
ensure a management structure whereby the directors and execu-
tive officers do not hold concurrent posts. Other measures being
implemented by the Company as of June 2008 are listed below.

A) With the introduction of an executive officer system, efforts are
being made to further improve the decision-making and supervisory
functions performed by the Board of Directors and the business
operation functions of executive officers, reinforcing a management
structure that is capable of adapting to changes in the environment.
B) Along with building a management structure that can flexibly
respond to changes in the operating environment, directors are lim-
ited to one-year terms in order to further clarify management
responsibility during the financial year.

C) The Board of Directors is composed of nine directors, including
one outside director, establishing a structure that further strength-
ens the supervision functions of the Board of Directors as a body
for executing business operations.

D) The Board of Corporate Auditors consists of four corporate audi-
tors, including two external appointees, establishing a highly trans-
parent and fair structure for the monitoring of management.

E) The dismissal of directors is subject to an ordinary resolution by
the Board of Directors in accordance with the Corporation Law of
Japan (Article 339, Section 1; Article 341).

The Board of Directors is composed of nine directors. In addition to
its monthly ordinary meetings, the board holds extraordinary meet-
ings on an as-required basis, focusing primarily on management

decision-making and business execution supervision. Information
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concerning directors’ performance is documented and recorded for
future reference.

Also, based on an executive officer system that Nittobo intro-
duced in June 20083, the Company’s eight executive officers are
tasked with the execution of smooth business operations. In con-
junction with their executive responsibilities, the executive officers
hold weekly meetings regarding business operations to deliberate
on important business matters and make decisions on items other
than those decided by the Board of Directors.

The Board of Corporate Auditors consists of four corporate audi-
tors, including two external appointees. Full-time corporate auditors
regularly attend meetings organized by the executive officers for
deliberating such important items as the Company’s management
policy and strategy and making decisions on items other than those
decided by the Board of Directors. Corporate auditors are provided
with opportunities to exchange opinions with the CEO on a regular
basis, while directly receiving reports on business execution status
from general employees. Furthermore, the Board of Corporate
Auditors holds meetings with the accounting auditor at least three
times a year and bimonthly meetings with the Audit Office to confer
on audit plans, progress status and results.

Regarding the execution of the Board of Directors’ duties, the
Board of Corporate Auditors formulates audit policies and deter-
mines the role of each corporate auditor in auditing operations.

General Meeting of Shareholders

Board of Corporate Board of Directors, : ;
Auditors, Auditors Directors Accounting Auditor
[

CEO
Corporate Legal
Counsel
Audit Office
Corporate Conduct
Committee
COO

Executive Officers

Glass Fiber Products Division . .
Medical Operations,

Specialty Chemicals Operations,
New Business

Operation & Promotion Office
and Beverage Operations

Administration
Building Materials Division Division

Textiles Division

Supervision of the executive function and internal control systems



Nittobo has established the Audit Office as an independent internal
audit organization comprised of six personnel—four employees and
two concurrently appointed personnel—which undertakes audits of
the execution of business operations throughout the Group. Major
subsidiaries of Nittobo have also set up their own Audit Offices and
are working to better secure operational soundness.

Shareholders

Customers,
Consumers y
Providing continuous

and stable returns as well as
increasing corporate value

A

Suppliers

Providing products
and services that
customer satisfactio

Delivefing products
and services based on fair trade
and collaboration

Maintaining
" the highest standard in
business ethics,
contributing to environmental
protection and to society,
as a good corporate
citizen

Creating value
through diversificatiol )
Helping to build
a healthier
and more comfortable
living environment

Contributing to
s’community

an ideal workplace
t.for individuals

Local and overseas

iti Empl
communities ployees

Nittobo's Declaration

At the same time that the Medium-term Management Plan,
“Relay 101” was established, the Company formulated the “Nittobo
Declaration,”which outlines a set of common values that aim to estab-
lish trust in business within society. In addition, we are striving to build
a healthy corporate culture.

Compliance

Internal Control Systems

As principles that underlie its internal control systems, the Company
has formulated a “Mission Statement” and “Code of Behavior.” As
top management is proactively setting best-practice examples of
these principles, the Company is stepping up efforts to familiarize all
executives and employees with these principles.

As part of the Group’s endeavors to improve effectiveness,
internal control systems have been established, and regular reviews
of in-house regulations and systems pertaining to the proper func-
tioning of compliance systems and risk management are undertak-
en (PDCA cycle). The Corporate Conduct Committee, which serves
under the direction of the Board of Directors, institutes basic
polices, the Compliance Department. conducts follow-up reviews

and the Audit Office conducts internal audits.

Moreover, the Company receives guidance from its corporate
legal counsel regarding compliance-related matters and has a whis-
tle-blowing system in operation to more effectively prevent or cor-
rect corporate misconduct within the Group in a timely manner.

Risk Management

Nittobo is striving to identify a myriad of risks in its businesses, raise
the awareness of these risks among all Group employees and ulti-
mately prevent its exposure to them. All these risk management
activities are undertaken in accordance with the Company’s in-
house regulations, “Rules for Risk Management.” In addition to
these fundamental risk management activities, the Company has a
system in place to counter risk exposure associated with incidents
that are difficult to foresee: in the event that such a contingency as
a product defect or a natural disaster occurs, the Company swiftly
sets up a task force headed by the CEO to minimize the damage
and other adverse effects on its operations and performance. In
addition, as ongoing efforts to better identify risks, prevent exposure
to them and minimize the impact from the aftermath of risk expo-
sure, the Company is vigorously implementing initiatives to improve
its corporate culture and operational processes and secure a high
level of management transparency, as well as educating its employ-
ees on risk management.

* Risk analysis/assessment
* In-house regulations and
manuals preparation

e Educational and
awareness activities

e |Information

management

e Clarification of items
to be improved
(Regulations, systems
and educational and
awareness programs)

Regulations and systems’
validity review
Dissemination assessment
of Mission Statement,
policies and guidelines
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CEO, COO, Directors, Executive Officers and Corporate Auditors

Katsumi Minamizono Yoshitada Shiratori

Chief Executive Officer Chief Operating Officer
Chief Executive Officer Katsumi Minamizono
Chief Operating Officer Yoshitada Shiratori
Managing Directors Seikou Kotani

Toshihiro Miyai
Directors Mitsuo lwashita
Ichiro Maekawa
Tadashi Akai
Toyoshi Nishizaka
Hideaki Shimizu
Kunihisa Hama*

Managing Executive Officer Masanori Koyama

Executive Officers Katsuhiro Katayama
Nobuo Kawabata
Isao Furusawa
Shizuo Tada
Akihiko Watanabe
Shigeru Sakuma

Corporate Auditors Hideo Kanatani
Kiyohide Nakazato
Hiroshi Nakamura™*
Keisuke Sasahara*
(As of June 27, 2008)

* External Director
** External Corporate Auditor
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Consolidated Six-Year Summary
Nitto Boseki Co., Ltd. and Consolidated Subsidiaries

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2006 2005 2004 2003 2008

Years ended March 31

Net sales ¥136,537 ¥138,776 ¥130,442 ¥130,292 ¥127,312 ¥127,950 $1,362,782
Cost of sales 101,818 103,582 98,552 99,528 99,923 101,805 1,016,246
Selling, general and

administrative expenses 24,448 23,815 24,406 23,856 24,138 24,502 244,020
Operating income 10,271 11,379 7,484 6,908 3,251 1,643 102,516
Income before income

taxes and minority interests 9,210 8,007 5,390 6,471 3,165 2,316 91,926
Income taxes 3,044 3,247 1,747 3,187 1,177 2,003 30,381
Net income 5,928 4,615 3,471 3,158 1,870 219 59,166
Total assets 156,149 164,911 159,311 162,904 161,549 174,103 1,558,525
Total equity 75,929 72,025 67,200 62,128 61,070 59,832 757,849
Capital expenditures 5,932 6,799 7,629 9,994 3,289 2,773 59,212
Depreciation expense 5,795 5,337 5,359 5,457 6,225 7,496 57,841
Per share data:

Net income (ven/u.s. dollars) ¥ 23.98 ¥ 1866 ¥ 1403 ¥ 1276 ¥ 756 ¥ 088 $ 0.239
Cash dividend (en/u.s. dollars) 4.00 3.00 3.00 3.00 3.00 3.00 0.040
Shareholders’ equity ratio (%) 47.3 42.5 42.2 38.1 37.8 34.4

Return on equity (%) 8.2 6.7 5.4 51 3.1 0.4

Number of employees (Person) 3,615 3,647 3,804 3,908 4,018 4,101

Notes: 1. Yen amounts have been translated into U.S. dollars, for convenience only, at the rate of ¥100.19=US$1.
2.The computation of net income per share is based on the average number of issued shares (excluding treasury stock).
3.According to a new accounting standard for presentation of equity, which is effective for fiscal years ending on or after May 1, 2006, stock acquisition
rights, minority interests and any deferred gain or loss on derivatives under hedge accounting are now presented as components of equity. Accordingly
the amounts of equity as of March 31, 2008 and 2007 are not directly comparable to shareholders’ equity of prior years, stated above.
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Consolidated Financial Review

SCOPE OF CONSOLIDATION

The accompanying consolidated financial statements have
been prepared from accounting records maintained by Nitto
Boseki Co., Ltd. (“Nittobo” or “the Company”), its 27 consoli-
dated subsidiaries and two affiliates using the equity method
and encompass the Group’s activities in Textiles, Building Ma-
terials, Glass Fiber Products and Other operations. From fis-
cal 2008, the fiscal year ended March 31, 2008, engineering
operations, previously recorded in other operations, have been
transferred to the Company’s Building Materials Division, FRP
panels, previously recorded in Building Materials, to the Glass
Fiber Products Division, and real estate utilization businesses to
Other Operations. Segment information for the fiscal year ended
March 31, 2007 has been restated for comparative purposes.

NET SALES

Consolidated net sales for the fiscal year under review amount-
ed to ¥136,537 million, a slight decrease of ¥2,239 million, or
1.6%, compared with the previous fiscal year. While sales of IT-,
automobile- and home electronics-related glass fiber products
remained steady throughout the year, results in the construction
and home appliance fields were weak, reflecting a drop in con-
struction starts following the implementation of revisions to the
Building Standards Law. In the Building Materials Division, sales
volumes of ceiling materials for office buildings increased. This
was offset by a downturn in thermal insulation materials mainly
in the residential construction category due again to the impact
of revisions of the Building Standards Law. Buffeted by unsea-
sonable weather conditions, purchases of apparel products in
the Textiles Division were soft. Amid a lengthy period of harsh
operating conditions, sales in this segment were essentially un-
changed from the previous fiscal year. Turning to the Group’s
Other Operations, results were generally steady throughout the
fiscal year under review.

Net Sales

(Billions of yen)
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SEGMENT INFORMATION

Market conditions for glass fiber yarn and fabric for printed cir-
cuit board (PCB) substrates were firm throughout fiscal 2008.
Buoyed by successful efforts to promote product lineup opti-
mization through the shift to high-value-added products, the
Company recorded sales growth in such products as fine glass
fiber yarn and thin glass fiber fabric.

Sales volumes of glass fiber for fiber reinforced plastic (FRP)
and fiber reinforced thermoplastic (FRTP) contracted due to the
drop in housing starts. Buoyed by stable demand in the auto-
mobile and home electronics categories and positive price revi-
sions in the second half of 2007, sales increased year on year.

Overall sales of industrial-use fabrics were held to a slight
decline on the back of new product sales and increased activity
in diverse fields. This was despite the impact of a drop in con-
struction starts resulting in lower sales for building interior use.

In the FRP panels business, overall sales were down. This
was mainly attributed to product lineup streamlining measures
as part of the Company’s review of its production, sales and
marketing structure.

Taking the aforementioned into consideration, sales in the
Glass Fiber Products Division edged down 0.2% compared
with the previous fiscal year to ¥56,699 million. On the earnings
front, Nittobo benefited from an improvement in profit margins
reflecting increased sales of high-value-added products. Oper-
ating income, on the other hand, declined 1.0% year on year to
¥7,528 million due mainly to the sharp rise in crude oil and other
fuel prices and appreciation in the value of the yen.

Sales of thermal insulation materials including rock wool and
glass wool dropped in the residential construction category due
to the decrease in the number of housing starts on the back of
the revisions to the Building Standards Law.

In the interior materials business, sales of the Company’s
mainstay fireproof acoustic ceiling panels grew, reflecting the
acceptance of the large-scale redevelopment of buildings in the
Tokyo metropolitan area. On the other hand, Nittobo ceased the
production of flooring tiles as of the end of the fiscal year under
review in view of the prospect of stagnant future demand.

Sales of asbestos removal work carried out as a part of the
Company’s environmental operations declined due to the de-
creased number of work orders, reflecting the bottoming out
of demand as well as the intensified competition caused by the
rapid increase in the number of construction companies.

In the Engineering Operations business, the number of
orders received for production machinery work increased.
However, the overall sales in this business declined due to the
decrease in the number of large-scale projects for acoustic-
related construction projects.



As a result, sales in the Building Materials Division declined
5.3% year on year to ¥54,018 million, while operating income fell
49.6% to ¥1,363 million due to various factors including escalat-
ing prices of crude oil, fuel and raw materials.

In core yarn and stretch fabric C-S-Y®, the Company endeavored
to boost its apparel products marketing activities as well as to
expand exports of textiles amid weakening demand. Despite
such efforts, sales declined during the fiscal year under review.

Sales of garment interlinings expanded. This was attribut-
able to the increased domestic sales of distinctive new prod-
ucts amid the stagnant apparel product market, while Nittobo
(China) Co., Ltd. offset the weak performance of its key custom-
ers—Japanese apparel companies—with increased exports to
Europe.

As a result, sales in the Textile Division remained nearly on
par with the previous fiscal year at ¥12,115 million, while operat-
ing income jumped 93.5% year on year to ¥566 million due to
the ongoing efforts to improve production and distribution.

Medical Operations

In the Medical Operations, which mainly handle clinical di-
agnostic reagents, sales expanded due to the Company’s ef-
forts to acquire new customers and pioneer new clinical testing
fields, as well as an increase in exports.

Specialty Chemicals Operations

In the functional-polymer products category of our Specialty
Chemicals Operations, the Company recorded increased sales
due to strong exports of dye fixative, and raw materials for
household products.

Beverage Operations

Sales in Beverage Operations grew steadily, owing to the rein-
forcement of production systems in response to the strength-
ening of production capacity as well as an increase in new
customers and products.

Operating Income and
Operating Margin

(Billions of yen; %)
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Other businesses, including real estate services, remained
robust.

As a result, sales of Other Operations rose 6.8% from the
previous fiscal year to ¥13,705 million, while operating income
edged up 0.4% year on year to ¥1,603 million.

OPERATING EXPENSES, OPERATING
INCOME

The cost of sales for fiscal 2008 amounted to ¥101,818 million,
a decrease of ¥1,764 million compared with the previous fiscal
year, while gross profit declined ¥475 million year on year to
¥34,719 million. As a result, operating income fell ¥1,108 million
to ¥10,271 million in the fiscal year under review.

OTHER INCOME (EXPENSES), INCOME
BEFORE INCOME TAXES AND MINORITY
INTERESTS

In fiscal 2008, the Company recorded a ¥706 million gain on
the sale of property, plant and equipment, which contributed
to ¥1,179 million in other income. At the same time, Nittobo in-
curred other expenses totaling ¥2,206 million, which included a
loss on business exit of ¥1,207 million.

Accounting for the aforementioned factors, income before
income taxes and minority interests amounted to ¥9,210 million,
an increase of 15.0%, or ¥1,203 million, compared with the pre-
vious fiscal year.

NET INCOME

Corporate, enterprise and inhabitants’ tax, together with the
application of tax-effect accounting and consideration of de-
ferred income taxes, resulted in a tax expense of ¥3,044 mil-
lion, a ¥202 million decrease from the previous fiscal year. This
represented a ratio of tax expenses to income before income
taxes and minority interests of 33.0%, as compared with 40.5%
in fiscal 2007. On this basis, net income for the period under re-
view increased 28.4%, or ¥1,313 million, year on year to ¥5,928
million.

Net Income and
Return on Equity

(Billions of yen; %)
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DIVIDEND POLICIES

Nittobo recognizes returning profits to its shareholders as one
of the paramount issues of management. By giving full consid-
eration to the Company’s profit trends and retained earnings,
in order to strengthen its business base, Nittobo is working to
achieve stable dividend payouts over the long term.

Retained earnings will be utilized for aggressive investment
to accelerate the development of high-value-added products
for a more optimal product portfolio and the launching of new
businesses. Creating new value through these endeavors, the
Company will channel the monetary reserve into the implemen-
tation of initiatives that directly lead to improved productivity
and product quality.

Based on these policies, and taking into consideration the
Company’s fiscal 2008 performance, as well as future operat-
ing conditions, Nittobo decided on a total annual cash dividend
for the fiscal year under review of ¥4 per share, an increase of
¥1 per share compared with the previous fiscal year.

FINANCIAL POSITION

As of March 31, 2008, total assets stood at ¥156,149 million, a
decrease of ¥8,762 million from the end of fiscal 2007.

Current assets contracted ¥6,774 million to ¥88,455 million,
the major contributory factors of which were a ¥1,335 million
decrease in cash and bank deposits and a ¥6,345 million drop
in trade notes and accounts receivable. Net property, plant and
equipment and total investments and other assets amounted to
¥67,693 million, down ¥1,988 million compared with the end of
the previous fiscal year. This was mainly attributable to a decline
in investment securities totaling ¥1,186 million.

The total of current liabilities and long-term liabilities stood
at ¥80,220 million at the end of fiscal 2008, down ¥12,666 mil-
lion from the end of fiscal 2007.

Current liabilities declined ¥10,366 million to ¥45,627 million,
due mainly to a decrease of ¥6,187 million in long-term debt and
payables. Long-term liabilities were down ¥2,300 million at the
end of fiscal 2008 to ¥34,593 million. This was primarily due to
a decrease of ¥3,293 million in the current portion of long-term
debt.

The interest-bearing debt ratio, which represents the ratio of
interest-bearing debt to total assets, dropped from 20.6% as of
the end of fiscal 2008 to 16.9% due to a decrease in the current
portion of long-term debt.

CASH FLOWS

Net cash provided by operating activities amounted to ¥13,273
million, recording a year-on-year increase from ¥9,760 million
in fiscal 2007. Major components included income before in-
come taxes and minority interests of ¥9,210 million (an annual
increase of ¥1,203 million) and depreciation expenses of ¥5,795
million (an annual increase of ¥459 million).

Net cash used in investing activities stood at ¥6,548 million,
showing a year-on-year increase from ¥3,851 million in fiscal
2007. This was mainly attributable to the purchase of property,
plant and equipment of ¥6,191 million (an annual increase of
¥1,421 million).

Net cash used in financing activities totaled ¥8,416 million, a
¥6,372 million increase from a year earlier. Primary factors in-
cluded the repayment of long-term debt of ¥10,306 million (an
annual increase of ¥4,114 million) and a net decrease in short-
term bank loans of ¥1,459 million (an annual increase of ¥1,003
million).

R&D EXPENDITURE, PATENTS

Nittobo allows each Division to take initiatives in the develop-
ment of new products and technologies and the upgrading of
product quality. At the same time, the Company is undertaking
cross-divisional R&D projects on fundamental and core tech-
nologies and next-generation products. The NEXT Committee,
which was established in July 2007, is controlling three R&D in-
stitutes in Fukushima, Chiba and Itami and engaging in cross-
divisional R&D activities for the future.

As of March 31, 2008, the number of patents held in Japan
and overseas by the Company totaled 507, and the Company
made a total of 54 patent applications in Japan and overseas
during fiscal 2008. During fiscal 2008, Nittobo spent ¥1,662 mil-
lion on its R&D activities.



CAPITAL EXPENDITURES, DEPRECIATION
EXPENSES

Capital expenditure by each Division during fiscal 2008 was
channeled into the maintenance and upgrading of their facili-
ties, the strengthening of production capacity and the optimi-
zation of the product lineup by shifting to high-value-added
products. As a result, the Company’s capital expenditure for
the period amounted to ¥5,932 million. A breakdown of this
figure by division shows: the Textiles Division spent ¥266 mil-
lion for the construction of new garment interlining manufactur-
ing facilities and plants and the maintenance and upgrading of
existing facilities; the Building Materials Division spent ¥1,587
million to boost rock wool and glass wool production capacity
and renovate related facilities; the Glass Fiber Products Division
invested ¥2,876 million to expand glass fiber production capac-
ity, streamline the product lineup with more high-value-added
glass fiber products and upgrade its existing glass fiber fabric
manufacturing facilities; and Other Operations invested ¥737
million mainly for the maintenance and upgrading of beverage
production facilities.

Depreciation expenses for the period totaled ¥5,795 million,
up ¥459 million from fiscal 2007.

Capital expenditures and
Depreciation expenses

(Billions of yen)

Capital expenditures

10.0 - 10.0 B Depreciation expenses
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BUSINESS RISKS

Risks that may have a significant impact on the Company’s
performance and financial standing include the following (as of
March 31, 2008).

The Glass Fiber Products Division, Nittobo’s mainstay busi-
ness, handles glass fiber yarn and fabrics for IT-use PCB sub-
strates, which are susceptible to dynamic market fluctuations.
The Company is advancing its restructuring to focus on areas
where such fluctuations are of a relatively smaller scale. How-
ever, should such fluctuations grow to a considerable level, the
Company’s performance and financial results may be materially
affected.

The Glass Fiber Products Division, which sustains high over-
seas sales ratios, is constantly working to minimize its exposure
to foreign exchange-rate-related risks by carefully observing
rate fluctuations and effectively utilizing forward-exchange con-
tracts. However, it is not possible to completely avert the nega-
tive impact of rate fluctuations, and accordingly, the Company’s
performance and financial results may be adversely affected in
such circumstances.

In addition, Nittobo is endeavoring to differentiate its prod-
ucts in individual Divisions in terms of quality, functionality and
services. The Company acknowledges that some products
manufactured by overseas companies are competitive enough
to replace Nittobo products, depending on the conditions in the
foreign exchange market. Should the foreign exchange market
turn favorable to these competitors, the Company’s products
may lose their price competitiveness against imported products
in the Japanese market, and this may negatively impact the
Company’s performance and financial results.

Nittobo consumes a great amount of crude oil and other fuels in
the manufacture of its mainstay products—namely, glass fiber,
rock wool and glass wool. Because of the nature of its busi-
ness, the Company may be exposed to risks associated with
fluctuations in the price of crude oil, fuels and other raw materi-
als. Despite the Company’s efforts to shift to more inexpensive
fuels and promote energy saving, a sharp rise in crude oil prices
and consequent surge in prices of other fuels and raw materi-
als may have an adverse effect on the Company’s performance
and financial results.
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Consolidated Financial Data

Consolidated Balance Sheets
Nitto Boseki Co., Ltd. and Consolidated Subsidiaries
As of March 31, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
ASSETS
Current assets:
Cash and bank deposits ¥ 19,085 ¥ 20,419 $ 190,483
Receivables:
Notes and accounts—trade 38,047 46,109 379,746
Non-consolidated subsidiaries and affiliates 2,192 472 21,882
Other 961 1,025 9,595
Less: Allowance for doubtful accounts (116) (138) (1,161)
Inventories (Note 3) 25,335 24,880 252,874
Deferred tax assets (Note 11) 2,253 2,051 22,483
Prepaid expenses and other current assets 698 412 6,973
Total current assets 88,455 95,230 882,875
Property, plant and equipment (Notes 4 and 6):
Land 18,030 17,673 179,954
Buildings and structures 49,956 49,294 498,610
Machinery and equipment 109,799 106,864 1,095,905
Construction in progress 980 700 9,785
Less: Accumulated depreciation (129,473) (124,374) (1,292,264)
Net property, plant and equipment 49,292 50,157 491,990
Investments and other assets:
Investment securities (Note 7) 8,129 9,021 81,134
Investments in and advances to unconsolidated subsidiaries and affiliates 2,981 3,282 29,747
Deferred tax assets (Note 11) 4127 2,374 41,192
Other assets 3,165 4,847 31,587
Total investments and other assets 18,402 19,524 183,660
Total assets ¥156,149 ¥164,911 $1,558,525

The accompanying notes are an integral part of these consolidated financial statements.
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Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
LIABILITIES AND EQUITY
Current liabilities:
Short-term bank loans (Note 5) ¥ 4,681 ¥ 6,127 $ 46,719
Current portion of long-term debt (Note 6) 7,242 10,105 72,281
Payables:

Notes and accounts—trade 19,088 27,260 190,521

Unconsolidated subsidiaries and affiliates 2,162 57 21,576

Other 2,739 3,007 27,341
Income taxes payable (Note 11) 2,790 2,763 27,845
Deferred tax liabilities (Note 11) 58 37 579
Accrued expenses and other current liabilities 6,867 6,637 68,539

Total current liabilities 45,627 55,993 455,401
Long-term liabilities:
Long-term debt (Note 6) 14,404 17,697 143,767
Liability for retirement benefits (Note 8) 13,011 12,432 129,865
Retirement allowances for directors and corporate auditors 367 347 3,668
Reserve for rebuilding furnaces 3,990 3,950 39,823
Deferred tax liabilities (Note 11) 170 41 1,695
Other long-term liabilities 2,651 2,426 26,457
Total long-term liabilities 34,593 36,893 345,275
Total liabilities 80,220 96,886 800,676
Commitments and Contingent liabilities (Notes 9, 14 and 15)
Equity (Notes 10 and 17):
Common stock,

authorized, 400,000,000 shares; issued,

247,677,560 shares in 2008 and 2007 19,699 19,699 196,619
Capital surplus 23,062 23,062 230,189
Retained earnings 29,524 24,307 294,679
Unrealized gain on available-for-sale securities 1,704 3,175 17,008
Foreign currency translation adjustments (14) (19) (147)
Treasury stock, at cost

516,963 shares in 2008 and 456,494 shares in 2007 (116) 92) (1,156)

Total 73,859 70,132 737,192
Minority interests 2,070 1,893 20,657
Total equity 75,929 72,025 757,849

Total liabilities and equity ¥156,149 ¥164,911 $1,558,525
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Consolidated Statements of Income
Nitto Boseki Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Net sales ¥136,537 ¥138,776 $1,362,782
Cost of sales 101,818 103,582 1,016,246
Gross profit 34,719 35,194 346,536
Selling, general and administrative expenses 24,448 23,815 244,020
Operating income 10,271 11,379 102,516
Other income (expenses):
Interest and dividend income 248 241 2,476
Interest expense (611) (643) (6,103)
Amortization of transition obligation for retirement benefit cost (578) (578) (5,767)
Gain on sale of investment securities 615
Loss on impairment of long-lived assets (Note 4) (181)
Loss on revaluation of inventories (744)
Restructuring cost 2,711)
Foreign exchange gain (loss) (517) 178 (5,163)
Environmental treatment expenses (499) (4,978)
Loss on business withdrawal (Note 4) (1,207) (12,045)
Gain on sale of property, plant and equipment 706 13 7,045
Equity in earnings of affiliates 730 731 7,282
Other—net 667 (293) 6,663
Other income (expenses)—net (1,061) 8,372) (10,590)
Income before income taxes and minority interests 9,210 8,007 91,926
Income taxes (Note 11):
Current 3,945 3,347 39,375
Deferred (901) (100) (8,994)
Total income taxes 3,044 3,247 30,381
Minority interests in net income 238 145 2,379
Net income ¥ 5928 ¥ 4615 $ 59,166
U.S. dollars
Yen (Note 1)
Per share of common stock:
Net income ¥ 23.98 ¥ 18.66 $ 0.239
Cash dividends applicable to the year 4.00 3.00 0.040

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity
Nitto Boseki Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2008 and 2007

Millions of yen

Outstanding

Number Unrealized
of Shares of Gain on Foreign
Common Available-for- Currency
Stock Common Capital Retained Sale Translation Treasury  Minority Total
(thousands) Stock Surplus Earnings Securities  Adjustments Stock Interests Equity
Balance as of April 1, 2006 247,294 ¥19,699 ¥23,062 ¥20,455 ¥4,181 ¥ (133) ¥(64) ¥67,200
Reclassified balance as of March 31,
2006 (Note 2. m) 1,742 1,742
Adjustment of retained earnings
for newly consolidated subsidiaries 21) 21)
Net income 4,615 4,615
Cash dividends, ¥3.00 per share (742) (742)
Purchase of treasury stock (73) (28) (28)
Net change in the year (1,006) 114 151 (741)
Balance as of March 31, 2007 247,221 ¥19,699 ¥23,062 ¥24,307 ¥3,175 ¥ (19) ¥(92) ¥1,893 ¥72,025
Increase in retained earnings for
merger of unconsolidated
subsidiaries 31 31
Net income 5,928 5,928
Cash dividends, ¥3.00 per share (742) (742)
Purchase of treasury stock (60) (24) (24)
Net change in the year (1,471) 5 177 (1,289)
Balance as of March 31, 2008 247,161 ¥19,699 ¥23,062 ¥29,524 ¥1,704 ¥ (14) ¥(116) ¥2,070 ¥75,929

Thousands of U.S. dollars (Note 1)

Unrealized
Gain on Foreign
Available-for- Currency
Common Capital Retained Sale Translation Treasury  Minority Total
Stock Surplus Earnings Securities  Adjustments Stock Interests Equity
Balance as of March 31, 2007 $196,619 $230,189 $242,609 $31,692 $(198) $(919) $18,893 $718,885
Increase in retained earnings for
merger of unconsolidated
subsidiaries 307 307
Net income 59,166 59,166
Cash dividends, $0.024 per share (7,403) (7,403)
Purchase of treasury stock (237) (237)
Net change in the year (14,684) 51 1,764 (12,869)
Balance as of March 31, 2008 $196,619 $230,189 $294,679 $17,008 $(147) $(1,156) $20,657 $757,849

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows
Nitto Boseki Co., Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Cash flows from operating activities:
Income before income taxes and minority interests ¥ 9,210 ¥ 8,007 $ 91,926
Adjustments to reconcile income before income taxes and minority interests
to net cash provided by operating activities:
Income taxes paid (4,045) (3,037) (40,373)
Depreciation and amortization 5,795 5,337 57,841
Loss on impairment of long-lived assets 181
Loss (gain) on sale and devaluation of securities—net 18 612) 178
Loss (gain) on sale and disposal of tangible and intangible assets—net (356) 277 (3,554)
Restructuring cost 2,711
Loss on business withdrawal 1,207 12,045
Equity in earnings of affiliates (730) (731) (7,282)
Changes in assets and liabilities, net of effects from newly consolidated
subsidiaries:
Decrease (increase) in trade receivables 6,355 (3,413) 63,428
Decrease (increase) in inventories (495) 151 (4,944)
Increase (decrease) in trade payables (6,067) 3,736 (60,558)
Increase (decrease) in liability for retirement benefits 567 (131) 5,657
Payments for restructuring (258) (2,668) (2,572)
Other—net 2,072 (48) 20,683
Net cash provided by operating activities 13,273 9,760 132,475
Cash flows from investing activities
Decrease (increase) in time deposits—net (200) 105 (1,993)
Purchases of property, plant and equipment (6,191) 4,770) (61,789)
Proceeds from sale of property, plant and equipment 823 33 8,217
Purchases of investment securities (1,537) (11) (15,336)
Proceeds from sale of investment securities 1 724 8
Other—net 556 68 5,538
Net cash used in investing activities (6,548) (3,851) (65,355)
Cash flows from financing activities:
Decrease in short-term bank loans-net (1,459) (457) (14,565)
Proceeds from long-term debt 4,150 5,400 41,421
Repayments of long-term debt (10,306) 6,192) (102,864)
Dividends paid (742) (744) (7,408)
Other—net (59) (51) (587)
Net cash used in financing activities (8,416) (2,044) (84,003)
Foreign currency translation adjustments on cash and cash equivalents 107 55 1,073
Net increase (decrease) in cash and cash equivalents (1,584) 3,920 (15,810)
Cash and cash equivalents of newly consolidated subsidiaries,
beginning of year 52
Cash and cash equivalents increased by merger of unconsolidated
subsidiaries by consolidated subsidiaries 54 537
Cash and cash equivalents, beginning of year 20,371 16,399 203,321
Cash and cash equivalents, end of year ¥ 18,841 ¥ 20,371 $ 188,048

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to Consolidated Financial Statements

Note 1: Basis of presenting consolidated financial statements

(@ The accompanying consolidated financial statements have been prepared from accounting records maintained by Nitto
Boseki Co., Ltd. (the “Company”) and its consolidated subsidiaries in accordance with the provisions set forth in the Japanese
Financial Instruments and Exchange Law (formerly, the Japanese Securities and Exchange Law) and its related accounting reg-
ulations and in conformity with accounting principles generally accepted in Japan, which are different in certain respects as to
application and disclosure requirements of International Financial Reporting Standards. However, in order to facilitate the un-
derstanding of readers outside Japan, certain reclassifications are given to the consolidated financial statements prepared for
domestic purposes. In addition, certain reclassifications have been made in the 2007 financial statements to conform to the
classifications used in 2008. All amounts are in millions of yen, rounded to the nearest whole unit.

(b) U.S. dollar amounts presented in the accompanying consolidated financial statements are included solely for convenience
and should not be construed as representations that Japanese yen amounts have been or could in the future be converted into
U.S. dollars. The rate of ¥100.19 to US$1, prevailing on March 31, 2008, has been used for translation into U.S. dollar amounts
in the accompanying consolidated financial statements.

Note 2: Significant accounting policies

(@) Consolidation

The consolidated financial statements as of March 31, 2008 include the accounts of the Company and its 27 significant (27 in
2007) subsidiaries (the “Companies”).

Under the control or influence concept, those companies in which the Company, directly or indirectly, is able to exercise
control over operations are fully consolidated, and those companies over which the Companies have the ability to exercise
significant influence are accounted for by the equity method.

The excess of the cost of an acquisition over the fair value of the net assets of the acquired subsidiary at the date of acquisi-
tion is being amortized over a period of five years.

All significant intercompany balances and transactions have been eliminated in consolidation. All material unrealized profit
included in assets resulting from transactions within the Companies is eliminated.

The equity method is being applied to two affiliates, namely Decolanitto Corporation and NITTOBO ASCO Glass Fiber
Co., Ltd. Twelve unconsolidated subsidiaries and eight affiliates to which the equity method does not apply have been re-
moved from the Company’s scope of consolidation because the income and retained earnings of each company has an
immaterial effect on the Company’s overall operations. Investments in unconsolidated subsidiaries and other affiliates are
carried at moving-average cost. Cash dividends from these companies are recorded in the Company’s books when cash
dividends are approved at the general meetings of shareholders.

Concerning the translation of foreign currency financial statements of consolidated foreign subsidiaries, such statements are
translated into Japanese yen at the current exchange rate as of the balance sheet date except for equity, which is translated at
the historical rate. The revenue and expense accounts of consolidated foreign subsidiaries are translated into Japanese yen at
the annual average exchange rate. Translation differences resulting therefrom are reflected in the accompanying balance sheets
as “Foreign currency translation adjustments” and “Minority interests” in the “Equity” section.

(b) Business combination
In October 2003, the Business Accounting Council (“BAC”) issued a Statement of Opinion, “Accounting for Business Combi-
nations,” and on December 27, 2005 the Accounting Standards Board of Japan (“ASBJ”) issued ASBJ Statement No.7, “Ac-
counting Standard for Business Divestitures” and ASBJ Guidance No.10, “Guidance for Accounting Standard for Business
Combinations and Business Divestitures.” These new accounting pronouncements were effective for fiscal years beginning
on or after April 1, 2006.

The accounting standard for business combinations allows companies to apply the pooling of interests method of accounting
only when certain specific criteria are met such that the business combination is essentially regarded as a uniting-of-interests.

For business combinations that do not meet the uniting-of-interests criteria, the business combination is considered to be
an acquisition and the purchase method of accounting is required. This standard also prescribes the accounting for combina-
tions of entities under common control and for joint ventures.
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(c) Sales recognition
Net sales of goods are recognized when the goods are shipped to customers.

(d) Foreign currency transactions

All short-term and long-term monetary receivables and payables denominated in foreign currencies are translated into Japa-
nese yen at the exchange rates at the balance sheet date. The foreign exchange gains and losses from translation are recog-
nized in the income statement.

(e) Cash and cash equivalents

Cash and cash equivalents comprise mainly short-term investments, primarily those liquid investments with a maturity of
three months or less from purchase which are readily convertible into cash. In addition, there is only an insignificant risk, as
any fluctuations in value are minor. For purposes of the consolidated statements of cash flows, cash and cash equivalents
comprise the following balance-sheet accounts.

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Cash and bank deposits ¥19,085 ¥20,419 $190,483
Less: time deposits with maturities over three months (244) (48) (2,435)
Total: cash and cash equivalents ¥18,841 ¥20,371 $188,048

(f) Marketable and investment securities
Marketable and investment securities are classified and accounted for as follows:

All securities are classified as available-for-sale securities.

Marketable available-for-sale securities are reported at fair value, with unrealized gains and losses, net of applicable tax-
es, reported in a separate component of equity. Non-marketable available-for-sale securities are stated at cost, determined
by the moving-average method. For other than temporary declines in fair value, investment securities are reduced to net real-
izable value by a charge to income.

(9) Inventories
Finished goods, work in process, raw materials, and supplies are stated principally at cost determined by the moving average method.

(h) Property, plant and equipment

Property, plant and equipment are stated at cost. Depreciation of property, plant and equipment of the Company and its
consolidated domestic subsidiaries is computed principally by the declining-balance method based on the estimated useful
lives of the assets. Depreciation of all property, plant and equipment of consolidated foreign subsidiaries is computed by the
straight-line method based on the estimated useful lives of the assets.

Property, plant and equipment of the Company and its consolidated domestic subsidiaries acquired on and after April 1,
2007 are depreciated by the declining-balance method in accordance with the revised Japanese Corporate Tax Law, which is
effective April 1, 2007. The effect of this treatment was to decrease income before income taxes and minority interests for the
year ended March 31, 2008 by ¥ 146 million ($ 1,453 thousand).

Property, plant and equipment of the Company and its consolidated domestic subsidiaries had been depreciated up to
95% of the acquisition cost with 5% of residual value carried until previous fiscal years. However, such 5% portion of prop-
erty, plant and equipment is systematically amortized over 5 years starting in the following year in which the carrying value of
property, plant and equipment reaches 5% of the acquisition cost in accordance with the revised Japanese Corporate Tax
Law, which is effective for fiscal years beginning on and after April 1, 2007. The effect of this treatment was to decrease in-
come before income taxes and minority interests for the year ended March 31, 2008 by ¥ 450 million ($ 4,495 thousand).

Representative useful lives are as follows:

Buildings and structures 3-50 years
Machinery and equipment 3-22 years



Nittobo Annual Report 2008 29

(Additional Information)
From the fiscal year ended March 31, 2008, in accordance with the revised Japanese corporate tax code, Nittobo and its
domestic consolidated subsidiaries are applying the depreciation method for tangible fixed assets acquired on and before
March 31, 2007. When the depreciated value of a tangible fixed asset reaches 5% of its acquisition cost (under the deprecia-
tion method applicable before revision) in a certain fiscal year, such residual value (5% of acquisition cost) is depreciated in an
equal amount over five years from the following fiscal year. This amount is included in depreciation expenses.

As a result of this change, operating income and income before income taxes and minority interests each decreased for
¥450 million ($4,495 thousand).

The effect of this change on segment information is given in the relevant section.

(i) Long-lived assets

The Companies review their long-lived assets for impairment whenever events or changes in circumstance indicate the car-
rying amount of an asset or asset group may not be recoverable. An impairment loss would be recognized if the carrying
amount of an asset or asset group exceeds the sum of the undiscounted future cash flows expected to result from the con-
tinued use and eventual disposition of the asset or asset group. The impairment loss would be measured as the amount by
which the carrying amount of the asset exceeds its recoverable amount, which is the higher of the discounted cash flows
from the continued use and eventual disposition of the asset or the net selling price at disposition.

(j) Liability for retirement benefits and pension plan

To facilitate the payment of retirement benefits to employees, the Company makes provisions to the allowance for retirement
benefits based on the estimated total benefit payments and pension plan assets at the end of the current fiscal year. The prior
service cost is amortized over a 15-year period, which is within the average remaining service period of employees. A transitional
obligation is amortized by the Company in equal installments over 15 years. Recognized actuarial gain/loss is amortized from the
next fiscal year, over the average employee’s remaining service period when the actuarial difference was incurred (1517 years).

(k) Retirement allowances for directors and corporate auditors
Retirement allowances for directors and corporate auditors are recorded to state the liability at the amount that would be re-
quired if all directors and corporate auditors retired at each balance sheet date.

() Reserve for rebuilding furnaces
Reserve for rebuilding furnaces is provided for based on estimated costs to be incurred at the next periodic repair works on
its facilities over the service period until the next repair works.

(m) Presentation of Equity

On December 9, 2005, the ASBJ published a new accounting standard for presentation of equity. Under this accounting stan-
dard, certain items which were previously presented as liabilities are now presented as components of equity. Such items in-
clude stock acquisition rights, minority interests, and any deferred gain or loss on derivatives accounted for under hedge ac-
counting. This standard was effective for fiscal years ending on or after May 1, 2006. The balances of such items as of March 31,
2006 were reclassified as separate components of equity as of April 1, 2006 in the consolidated statement of changes in equity.

(n) Leases

Under Japanese accounting standards for leases, finance leases that deem to transfer ownership of the leased property to
the lessee are to be capitalized, while other finance leases are permitted to be accounted for as operating lease transactions
if certain “as if capitalized” information is disclosed in the notes to the lessee’s financial statements. All other leases are ac-
counted for as operating leases.

(0) Income taxes

The provision for income taxes is computed based on the pretax income included in the consolidated statements of income.
The asset and liability approach is used to recognize deferred tax assets and liabilities for the expected future tax conse-
quences of temporary differences between the carrying amounts and the tax bases of assets and liabilities. Deferred taxes
are measured by applying currently enacted tax laws to the temporary differences.
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(p) Derivatives and hedging activities
The Companies use derivative financial instruments to manage their exposures to fluctuations in foreign exchange and inter-
est rates. Foreign exchange forward contracts and interest rate swaps are utilized by the Companies to reduce foreign cur-
rency exchange and interest rate risks. The Companies do not enter into derivatives for trading or speculative purposes.

The foreign currency forward contracts employed to hedge foreign exchange exposures for export sales are measured at
the fair value and the unrealized gains/losses are recognized in income.

The interest rate swaps which 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 are recognized and included in interest expenses or income.

(9) Bonuses to directors and corporate auditors
Bonuses to directors and corporate auditors are accrued at the year end to which such bonuses are attributable.

(n) Per share information
Basic net income per share is computed by dividing net income available to common shareholders by the weighted-average
number of common shares outstanding for the period.

Diluted net income per share is not disclosed because the Companies have nothing which might dilute the per share in-
formation for the year ended March 31, 2008 and 2007.

Cash dividends per share presented in the accompanying consolidated statements of income are dividends applicable to
the respective years including dividends to be paid after the end of the year.

(s) New accounting pronouncements

Measurement of Inventories

Under generally accepted accounting principles in Japan (“Japanese GAAP”), inventories are currently measured either by
the cost method, or at the lower of cost or market. On July 5, 2006, the ASBJ issued ASBJ Statement No.9, “Accounting
Standard for Measurement of Inventories,” which is effective for fiscal years beginning on or after April 1, 2008 with early
adoption permitted. This standard requires that inventories held for sale in the ordinary course of business be measured at
the lower of cost or net selling value, which is defined as the selling price less additional estimated manufacturing costs and
estimated direct selling expenses. The replacement cost may be used in place of the net selling value, if appropriate. The
standard also requires that inventories held for trading purposes be measured at the market price.

Lease Accounting

On March 30, 2007, the ASBJ issued ASBJ Statement No.13, “Accounting Standard for Lease Transactions,” which revised
the existing accounting standard for lease transactions issued on June 17, 1993. The revised accounting standard for lease
transactions is effective for fiscal years beginning on or after April 1, 2008 with early adoption permitted for fiscal years begin-
ning on or after April 1, 2007.

Under the existing accounting standard, finance leases that deem to transfer ownership of the leased property to the les-
see are to be capitalized, however, other finance leases are permitted to be accounted for as operating lease transactions if
certain “as if capitalized” information is disclosed in the note to the lessee’s financial statements.

The revised accounting standard requires that all finance lease transactions shall be capitalized recognizing lease assets
and lease obligations in the balance sheet.

Unification of Accounting Policies Applied to Foreign Subsidiaries for the Consolidated Financial Statements

Under Japanese GAAP, a company currently can use the financial statements of its foreign subsidiaries which have been
prepared in accordance with generally accepted accounting principles in their respective jurisdictions for its consolidation
process unless they are clearly unreasonable. On May 17, 2006, the ASBJ issued ASBJ Practical Issues Task Force (PITF)
No.18, “Practical Solution on Unification of Accounting Policies Applied to Foreign Subsidiaries for the Consolidated Financial
Statements.” The new standard prescribes: 1) the accounting policies and procedures applied to a parent company and its
subsidiaries for similar transactions and events under similar circumstances should in principle be unified for the preparation
of the consolidated financial statements; 2) financial statements prepared by foreign subsidiaries in accordance with either In-
ternational Financial Reporting Standards or the generally accepted accounting principles in the United States tentatively may
be used for the consolidation process; 3) however, the following items should be adjusted in the consolidation process so that
net income is accounted for in accordance with Japanese GAAP unless they are not material:
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(1) Amortization of goodwill

(2) Actuarial gains and losses of defined benefit plans recognized outside profit or loss

) Capitalization of intangible assets arising from development phases

(@) Fair value measurement of investment properties, and the revaluation model for property, plant and equipment, and
intangible assets

(5) Retrospective application when accounting policies are changed

(6) Accounting for net income attributable to a minority interest

The new task force is effective for the fiscal years beginning on or after April 1, 2008 with early adoption permitted.

Note 3: Inventories
Inventories as of March 31, 2008 and 2007 were as follows:

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Finished goods ¥10,361 ¥11,161 $103,415
Work in process 3,449 3,219 34,428
Raw materials and supplies 11,525 10,500 115,031
¥25,335 ¥24,880 $252,874

Note 4: Long-lived assets

The Companies recognized an impairment loss on the following fixed assets as of the end of the fiscal year 2008 and 2007.
Concerning the Companies’ calculation of impairment loss, assets will be divided into business-use assets, lease assets, idle
assets and common-use assets, with business-use assets being further grouped by individual property.

In fiscal 2008, the Company decided to withdraw from the melamine decorative panels business. As a result of this, the
book value of certain business-use assets at the Suzuka Enterprise Center facilities that had limited term of use was reduced
to recoverable value. The recoverable value was measured through value in use based on the future cash flows. As a result,
the Company recorded an impairment loss of ¥247 million ($2,464 thousand), which was included in the loss on business
withdrawal of ¥1,207 million ($12,045 thousand) for the year ended March 31, 2008.

In fiscal 2007, in regard to business-use assets, the Company decided to dispose of certain building material manufac-
turing equipment at the Chiba Plant during the fiscal year. As a result of this, the book value of these assets was reduced to
recoverable value. In addition, although recoverable value is measured through value in use, discount calculations were not
conducted because future cash flows were negative.

In regard to idle assets, the future use of certain glass fiber manufacturing equipment at the Fukushima plant and certain
equipment at the Wakayama plant was uncertain due to a change in their use. Therefore, their book value was reduced to re-
coverable value. Recoverable value is primarily measured through net sales value based on a transfer agreement. As a result,
the Companies recorded impairment losses of ¥724 million ($6,133 thousand), of which ¥543 million ($4,600 thousand) was
included in the restructuring cost of ¥2,711 million ($22,962 thousand) for the year ended March 31, 2007 as these expenses
were associated with the Company’s initiative to strengthen its business structure.
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Note 5: Short-term bank loans
The weighted average interest rates on these loans were 1.80% and 1.78% as of March 31, 2008 and 2007, respectively.

To provide for effective and speedy short-term financing arrangements, the Company made credit line commitments with
five banks.

The balance of credit line commitments as of March 31, 2008 was as follows:

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2008
Total amount of credit lines ¥10,000 $99,810
Total outstanding balance of the loans
Total unused lines amount ¥10,000 $99,810
Note 6: Long-term debt and pledged assets
(@) Long-term debt
Long-term debt as of March 31, 2008 and 2007 were as follows:
Thousands of
U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Loans from banks and other financial institutions, due serially to 2013
with interest rates ranging from 1.10% to 3.08% (2008) and from
1.10% to 3.08% (2007)
Collateralized ¥ 5,563 ¥ 4,750 $ 55,520
Unsecured 16,083 23,052 160,528
Total 21,646 27,802 216,048
Less current portion: Amount due within one year 7,242 10,105 72,281
Total ¥14,404 ¥17,697 $143,767
The annual maturities of long-term debt outstanding as of March 31, 2008 were as follows:
Thousands of
U.S. dollars
Year ending March 31, Millions of yen (Note 1)
2008 2008
2009 ¥ 7,242 $ 72,281
2010 4,848 48,387
2011 4,635 46,265
2012 4,126 41,182
2013 and thereafter 795 7,933
Total ¥ 21,646 $216,048
(b) Pledged assets
A summary of assets pledged as collateral for long-term debt as of March 31, 2008 and 2007 were as follows:
Thousands of
U.S. dollars
Millions of yen (Note 1)
2008 2007 2008

Property, plant and equipment (net of accumulated depreciation) ¥ 4,804 ¥4,806 $ 47,951
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Note 7: Marketable and investment securities
Marketable and investment securities as of March 31, 2008 and 2007 consisted of the following:

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Non-current:
Marketable equity securities ¥6,827 ¥ 7,753 $68,139
Other 1,302 1,268 12,995
Total ¥ 8,129 ¥ 9,021 $81,134

The carrying amounts and aggregate fair values of marketable and investment securities at March 31, 2008 and 2007
were as follows:

Millions of yen

Unrealized Unrealized Fair
March 31, 2008 Cost gains losses value

Securities classified as:

Available-for-sale:

Equity securities ¥4.133 ¥3,164 ¥470 ¥6,827
March 31, 2007
Securities classified as:

Available-for-sale:

Equity securities ¥2,641 ¥5,200 ¥88 ¥7,753

Thousands of U.S. dollars
(Note 1)

Unrealized Unrealized Fair
March 31, 2008 Cost gains losses value
Securities classified as:
Available-for-sale:
Equity securities $41,255 $31,582 $4,698 $68,139

Available-for-sale securities whose fair value is not readily determinable as of March 31, 2008 and 2007 were as follows:

Carrying amount

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Available-for-sale:
Equity securities ¥1,302 ¥1,268 $12,995

Proceeds from sales of available-for-sale securities for the years ended March 31, 2008 and 2007 were ¥1 million ($8
thousand) and ¥724 million, respectively. Gross realized gain on these sales, computed on the moving-average cost basis,
was ¥615 million for the year ended March 31, 2007.

Note 8: Pension plan

The Company and its domestic consolidated subsidiaries have contributory funded defined benefit pension plans, such as

contributory pension plans, qualified pension plans, and lump-sum severance indemnity plans. As of March 31, 2008, the

lump-sum severance indemnity plans are applied by the Company and 15 subsidiaries, and the qualified pension plans are

applied by the Company and eight subsidiaries. Only the Company applies contributory funded defined benefit pension plans.
The liability for retirement benefits as of March 31, 2008 and 2007 consisted of the following:
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Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Projected benefit obligation ¥26,312 ¥26,441 $262,620
Fair value of plan assets (7,160) (7,942) (71,465)
Unrecognized transitional obligation (4,003) (4,606) (39,949)
Unrecognized actuarial loss (2,842) (2,423) (28,367)
Unrecognized prior service cost 703 768 7,018
Prepaid pension cost 1 194 8
Net liability for retirement benefits ¥13,011 ¥12,432 $129,865
The components of net periodic benefit costs for the years ended March 31, 2008 and 2007 were as follows:
Thousands of
U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Service cost ¥ 1,181 ¥1,106 $ 11,784
Interest cost 534 576 5,326
Expected return on plan assets 172) (180) (1,716)
Amortization of prior service cost (65) (33) (646)
Recognized actuarial loss 344 456 3,438
Amortization of transitional obligation 575 578 5,743
Net periodic benefit costs ¥ 2,397 ¥2,503 $ 23,929
Assumptions used for the years ended March 31, 2008 and 2007 were set forth as follows:
2008 2007
Discount rate 25 % 25%
Expected rate of return on plan assets 3.0 % 3.0%
Recognition period of actuarial gain/loss 15-17 years 15-17 years
Amortization period of transitional obligation 15 years 15 years
Amortization period of prior service cost 15 years 15 years

Note 9: Contingent liabilities
As of March 31, 2008 and 2007, the Companies were contingently liable as follows:

Thousands of

U.S. dollars

Millions of yen (Note 1)

2008 2007 2008

Notes endorsed for payment ¥18 ¥145 $181
Guarantees of loans:

Other companies 3 4 36

Employees’ housing loans 5 10 47

Total ¥ 8 ¥ 14 $ 83

Note 10: Equity

Since May 1, 2006, Japanese companies have been subject to the Corporate Law of Japan (the “Corporate Law”), which re-
formed and replaced the Commercial Code of Japan. The significant provisions in the Corporate Law that affect financial and
accounting matters are summarized below:
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(a) Dividends

Under the Corporate Law, companies can pay dividends at any time during the fiscal year in addition to the year-end dividend
upon resolution at the shareholders’ meeting. For companies that meet certain criteria such as: (1) having a Board of Direc-
tors; (2) having independent auditors; (3) having a Board of Corporate Auditors; and (4) the term of service of the directors is
prescribed as one year rather than two years by its articles of incorporation. The Board of Directors may declare dividends
(except for dividends in kind) at any time during the fiscal year if the company has prescribed so in its articles of incorporation.
However, the Company can not do so because it does not meet all the above criteria.

The Corporate Law permits companies to distribute dividends-in-kind (non-cash assets) to shareholders subject to cer-
tain limitations and additional requirements.

Semiannual interim dividends may also be paid once a year upon resolution by the Board of Directors if the articles of
incorporation of the company so stipulate. The Corporate Law provides certain limitations on the amounts available for divi-
dends or the purchase of treasury stock. The limitation is defined as the amount available for distribution to the shareholders,
but the amount of net assets after dividends must be maintained at no less than ¥3 million.

(b) Increases / decreases and transfer of common stock, reserve and surplus

The Corporate Law requires that an amount equal to 10% of dividends must be appropriated as a legal reserve (a com-
ponent of retained earnings) or as additional paid-in capital (a component of capital surplus) depending on the equity ac-
count charged upon the payment of such dividends until the total of aggregate amount of legal reserve and additional paid-in
capital equals 25% of the common stock. Under the Corporate Law, the total amount of additional paid-in capital and legal
reserve may be reversed without limitation. The Corporate Law also provides that common stock, legal reserve, additional
paid-in capital, other capital surplus and retained earnings can be transferred among the accounts under certain conditions
upon resolution of the shareholders.

(c) Treasury stock and treasury stock acquisition rights

The Corporate Law also provides for companies to purchase treasury stock and dispose of such treasury stock by resolution
of the Board of Directors. The amount of treasury stock purchased cannot exceed the amount available for distribution to the
shareholders which is determined by specific formula. Under the Corporate Law, stock acquisition rights, which were previ-
ously presented as a liability, are now presented as a separate component of equity. The Corporate Law also provides that
companies can purchase both treasury stock acquisition rights and treasury stock. Such treasury stock acquisition rights are
presented as a separate component of equity or deducted directly from stock acquisition rights.

Note 11: Income taxes
Income taxes applicable to the Companies comprise (1) corporate tax, (2) enterprise tax, and (3) inhabitants’ tax, and the nor-
mal effective statutory tax rate was 40.5% for the fiscal years ended March 31, 2008 and 2007, respectively.

The actual effective tax rate of the Companies differs from the normal effective statutory tax rate for the following reasons:

2008 2007

Normal effective statutory tax rate 40.5 % 40.5 %
Reconciliation:

Expenses not deductible for income tax purposes 1.0% 1.1 %

Per capita portion of inhabitants taxes 0.4 % 0.9 %

Non-taxable dividend income (3.1)% (2.0)%

Dividends from consolidated subsidiaries eliminated for consolidation purposes 6.3 % 1.8 %

Lower income tax rates applicable to income in certain foreign countries (1.5)% (1.3)%

Valuation allowance 0.7 % 43 %

Equity in earnings of associated companies (3-2)% B.7%

Income taxes—prior year (2.6)%

Recognition of temporary differences on sales of equity method affiliate (3.9)%

Other—net (1.6)% (1.1)%

Actual effective tax rate 33.0 % 40.5 %
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The significant components of deferred tax assets and deferred tax liabilities recorded on the consolidated balance
sheets as of March 31, 2008 and 2007 were as follows:

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Gross deferred tax assets:
Accrued bonuses ¥ 912 ¥ 895 $ 9,108
Liability for retirement benefits 5,228 4,991 52,180
Special repair reserve 1,003 960 10,012
Loss on evaluation of securities 501 399 5,003
Tax loss carryforwards 168 210 1,673
Impairment loss of long-lived assets 598 670 5,971
Other 1,988 1,489 19,839
10,398 9,614 103,786
Valuation allowance (930) (1,076) (9,282)
Deferred tax assets 9,468 8,538 94,504
Gross deferred tax liabilities:
Reserve for reduction of value in property, plant and equipment
including amortization and other reserves (2,274) (2,149) (22,696)
Unrealized gain on securities (984) (1,922 (9,825)
Other (58) (120) (582)
Deferred tax liabilities (3,316) (4,191) (33,103)
Net deferred tax assets ¥ 6,152 ¥ 4,347 $61,401

Note 12: Segment information

(@) Information about industry segment

The Companies operate principally in four industry segments: textiles, building materials, glass fiber products and other op-
erations. Operations in the Textiles segment involve the production and sale of cotton yarn and textile products. Operations in
the Building Materials segment involve the production and sale of floor panels, noncombustible acoustic ceiling panels, rock
wool insulation and related engineering operations. Operations in the Glass Fiber Products segment involve the production
and sale of glass fiber and fiberglass fabric. Operations in the Other Operations segment involve medical, specialty chemi-
cals, beverage and rental building operations.

The Companies plan to expand their business by seamlessly integrating operations with additional products that are
closely connected in terms of operational management. In tandem with this business expansion, the Companies have in
their sights the development of new business that transcend divisional boundaries and enhancements to their structure to
promote growth. From fiscal 2008, to achieve these aims, the Companies have reclassified certain products included in the
above industry segments as follows.

* Certain interlining products that had been included in the Textiles segment have been reviewed in light of their relationship to
Textile segment products and placed in the Other Operations segment for cultivation as a new business.

*FRP panels that had been included in the Building Materials segment have been placed in the Glass Fiber Products seg-
ment to develop new applications as Glass Fiber Products.

* Engineering Operations, formerly included in the Other Operations segment, have been placed in the Building Materials
segment to expand sales through commoditization of construction properties and for the development of new products and
new applications using technological know-how in this field.

The former Real Estate Utilization segment has been integrated into the Other Operations segment on account of declining
scale of operations, which is due mainly to the sale of commercial facilities for lease.

Fiscal 2007 segment information was restated, based on the revised segmentation.

Additionally, as stated in Note 2 (h), the Companies have changed their method of depreciation. In accordance with this
change, compared to the previous method, in fiscal 2008, the Textiles segment operating income decreased by ¥43 million
($424 thousand); the Building Materials segment by ¥163 million ($1,625 thousand); the Glass Fiber segment by ¥335 million
($3,346 thousand); the Other Operations segment by ¥30 million ($303 thousand); and Eliminations/Corporate, by ¥25 million
($251 thousand), respectively.
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Millions of yen

Building

Glass Fiber

Other

Eliminations/

Year ended March 31, 2008 Textiles Materials Products Operations Corporate Consolidated
Net sales
Unaffiliated customers ¥12,115 ¥54,018 ¥56,699 ¥13,705 ¥ ¥136,537
Intersegment 51 681 719 523 (1,974)
Total 12,166 54,699 57,18 14,228 (1,974) 136,537
Operating expenses 11,600 53,336 49,890 12,625 (1,185) 126,266
Operating income ¥ 566 ¥ 1,363 ¥ 7,528 ¥ 1,603 ¥ (789) ¥ 10,271
Total assets ¥17,004 ¥37,319 ¥59426 ¥18,076 ¥24,.324 ¥156,149
Depreciation expense 472 1,330 3,074 628 291 5,795
Loss on impairment of long-lived assets 247 247
Capital expenditures 266 1,587 2,876 737 466 5,932
Year ended March 31, 2007
Net sales
Unaffiliated customers ¥12,114  ¥57,026 ¥56,808 ¥12,828 ¥ ¥138,776
Intersegment 55 353 729 490 (1,627)
Total 12,169 57,379 57,537 13,318 (1,627) 138,776
Operating expenses 11,876 54,672 49,932 11,721 (804) 127,397
Operating income ¥ 293 ¥ 2707 ¥ 7,605 ¥ 1,597 ¥ (823) ¥ 11,379
Total assets ¥17,204  ¥44,733 ¥60,499 ¥18,522 ¥23,953 ¥164,911
Depreciation expense 496 1,185 2,679 627 350 5,337
Loss on impairment of long-lived assets 2 139 39 544 724
Capital expenditures 1,005 1,859 3,506 188 241 6,799
Thousands of U.S. dollars (Note 1)
Building Glass Fiber Other Eliminations/
Year ended March 31, 2008 Textiles Materials Products Operations Corporate Consolidated
Net sales
Unaffiliated customers $120,917 $539,158 $565,918 $136,789 $ $1,362,782
Intersegment 509 6,800 7,170 5,222 (19,701)
Total 121,426 545,958 573,088 142,011 (19,701) 1,362,782
Operating expenses 115,776 532,350 497,951 126,015 (11,826) 1,260,266
Operating income $ 5650 $ 13,608 $ 75,137 $ 15996 $ (7,875)$ 102,516
Total assets $169,712 $372,486 $593,131 $180,417 $242,779 $1,558,525
Depreciation expense 4,716 13,271 30,684 6,270 2,900 57,841
Loss on impairment of long-lived assets 2,464 2,464
Capital expenditures 2,657 15,838 28,707 7,355 4,655 59,212

Sales to foreign customers for the years ended March 31, 2008 and 2007 amounted to ¥23,791 million ($237,460 thou-

sand) and ¥22,441 million, respectively.

(b) Information about geographic segment

Japan net sales and total assets of the Company and its domestic subsidiaries for the fiscal years ended march 31, 2008 and
2007 represented more than 90% of the consolidated net sales and total assets of the respective years. Accordingly, informa-

tion about geographic segment is not disclosed.

Note 13: Research and development costs
Research and development costs charged to income for the years ended March 31, 2008 and 2007 were as follows:

Thousands of

U.S. dollars

Millions of yen (Note 1)

2008 2007 2008
¥1,662 ¥1,381 $16,583
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Note 14: Leases

The Companies lease certain machinery, equipment and other assets.

Pro forma information of leased property such as acquisition cost, accumulated depreciation, obligations under finance
lease, depreciation expense, interest expense, and other information of finance leases that do not transfer ownership of the
leased property to the lessee on an “as if capitalized” basis for the years ended March 31, 2008 and 2007 was as follows:

(a) Acquisition cost and accumulated depreciation of finance leases

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Machinery Machinery Machinery
and Other and Other and Other
Equipment Assets Total Equipment Assets Total Equipment Assets Total
Acquisition cost ¥83 ¥1,793 ¥1,876 ¥94 ¥1,951 ¥2,045 $832 $17,894 $18,726
Accumulated depreciation 51 1,094 1,145 55 1,052 1,107 513 10,915 11,428
Net leased property ¥32 ¥ 699 ¥ 731 ¥ 39 ¥ 899 ¥ 0938 $319 $ 6,979 $ 7,298
(b) Obligations under finance leases
Thousands of
U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Due within one year ¥346 ¥379 $3,454
Due after one year: 409 594 4,080
Total ¥755 ¥973 $7,534
(c) Depreciation expense, interest expense, and other information under finance leases
Thousands of
U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Depreciation expense ¥393 ¥434 $3,930
Interest expense 17 20 166
Total ¥410 ¥454 $4,096
Lease payments ¥412 ¥454 $4,109

Depreciation expense and interest expense, which are not reflected in the accompanying statements of income, are com-

puted by the straight-line method and the interest method, respectively.

The minimum rental commitments under noncancellable operating leases at March 31, 2008 and 2007 were as follows:

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2007 2008
Due within one year Y 7 ¥ 18 $ 67
Due after one year 174 203 1,744
Total ¥181 ¥221 $1,811

Note 15: Derivatives

The Companies enter into foreign currency forward contracts to hedge foreign exchange risk associated with certain assets
denominated in foreign currencies. The Companies also enter into interest rate swap contracts to manage its interest rate ex-
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posures on certain liabilities.

All derivative transactions are entered into to hedge interest and foreign currency exposures incorporated within its busi-
ness. Accordingly, market risk in these derivatives is basically offset by opposite movements in the value of hedged assets or
liabilities.

Because the counterparties to these derivatives are limited to major international financial institutions, the Companies do
not anticipate any losses arising from credit risk.

Derivative transactions entered into by the Companies have been made in accordance with internal policies which regu-
late the authorization and credit limit amount.

The Companies had the following derivatives contracts outstanding at March 31, 2008 and 2007:

Millions of yen

2008 2007
Contract Fair Unrealized Contract Fair Unrealized
Amount Value Gain / (Loss) Amount Value Gain / (Loss)
Foreign currency forward contracts:
Selling U.S.$ ¥862 ¥836 ¥26 ¥710 ¥708 ¥2

Thousands of U.S. Dollars
(Note 1)

2008
Contract Fair Unrealized
Amount Value Gain / (Loss)
Foreign currency forward contracts:
Selling U.S.$ $8,599 $8,339 $260

The interest rate swaps which qualify for hedge accounting and meet specific matching criteria for the years ended March
31, 2008 and 2007 are excluded from the disclosure of market value information.

The contract amounts of derivatives which are shown in the above table do not represent the amounts exchanged by the
parties and do not measure the Companies’ exposure to credit or market risk.

Note 16: Net income per share
Basis of computation of basic net income per share (“EPS”) for the years ended March 31, 2008 and 2007 was as follows:

Millions of Thousands of U.S. dollars
yen shares Yen (Note 1)
Weighted
Net income average shares EPS
Year ended March 31, 2008
Basic EPS
Net income available to common
shareholders ¥5,928 247,184 ¥23.98 $0.239
Year ended March 31, 2007
Basic EPS
Net income available to common
shareholders ¥4,615 247,258 ¥18.66

Note 17: Subsequent event

The following appropriation of retained earnings at March 31, 2008 was approved at the company’s annual shareholders’
meeting held on June 27, 2008.

Thousands of

U.S. dollars
Millions of yen (Note 1)
2008 2008
Appropriations of retained earnings:
Cash dividends ¥089 $9,868
Total ¥989 $9,868
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