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‘G21 Medium-Term Plan / 5-Year Plan

01 02 03 04 05
- Estimated Op-income FY 2002 — Original Target per ‘G271’
¥24.5 billion ¥26.0 billion

Deter minereasons for the shortfall and ensure
achievement of Plan targetsover remaining 3 years
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Toward Remaining 3yearsof ‘G-21’

¢ Original strategic targetsremain unchanged
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Profitability + Corporate citizenship

¢ Review of thefirst 2 years

Operating performance on
recovery track Lack of speed

Efficiency of asset utilization
enhanced

Lack of entrepreneurship
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Enhanced rationalization
measur es introduced

— Expansion of EVAL Europe
approved

— Stock buyback implemented

— Stock option system introduced

oduction.

— SEPTON Company of America
started operation

Opened Shanghai Office

Established Kuraray Business Servic

| mplementation of BPR
Transferred textile businessto
Kuraray Trading
|ntroduced

IN-house company system

M& A for PVA
" business of Clariant

— | ntroduced performance-
based compensation program
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Spin off medical product businessand

polyester filament production

Council on improving profit structure
(cost reduction)

— Set criteria for assessment of business unit
_wm:,olsm:om

Established the New Business
Development Department within
R& D Headquarters

130 est.
2nd Half ‘02

| mplemented organizational streamlining

toward in-house company system
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1st Half ‘02

2"d Half ‘01

1st Half ‘01

2nd Half 2000



Focusing on Profit Growth

—@sto be imp@i —@tionsto betak@

Quick response to changes in market
| ack of Speed structure ‘

Speedy and powerful business promotion
| ack of through in-house company wstem,_ gnd

<hi enhancement of the Company’s ability to

entrepreneursnip originate innovative ideas and proposals

through reinforced corporate functions

Action Plansfor Remaining 3 Years Driven by Company Heads

—rorrn Profitagla Groywir) 1o Profit Groyer)
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Basic Measures To Be | mplemented
for the Remaining 3 Years of the Plan

® Seeking Growth in Areas of Strength

Enhancement and expansion of vinyl-acetate and optics-related
product ranges

Stable and sustained realization of scale merit from
expanded production capacity

Additional management resour cesto be concentrated in
capital expenditureand R&D

® Enhancing Functions as Incubator of the
Next Generation Businesses
Open R& T center inthe U.S.

Establish product development center for optical devices

Create new unitsfor businessalliancesand M& A




M easur es
by Segment Chemicals & Resins

POVAL
Profit enhancement by expansion of the main business centersin Japan/Europe/Asia
-Expansion of KSE
-Revenue improvement at KSA
-Securing global new demand by focusing on strategic products
Maintain the dominant share and improve profitability for PVA film for LCD’s

EVAL

Expansion of global marketing volume with another production enhancement
in sight (EVALCA in U.S)
- Develop automobile-related applications

- Develop new applications
Enhancement of R& D and launch of new products

(Development of super barrier materials




‘Measures
by Segment Chemicals & Resins

MMA
Revenue expansion by raising the share of polymer-related products
Decr ease export volume of law margin monomer -related products

Enlargement of optics-related product range
PTV front board Light Guide Panel for LCD, etc.

Expansion of production capacity pellet, sheet

| soprene Chemicals

TPE
Full-scale deployment of SEPCA in U.S. and salesincrease for

another production capacity expansion

Fine Chemicals
Expansion of aromachemicals and phar maceutical intermediates

Profit recovery for vitamin-related products
Alliance with partners, expansion of businessdomain into derivatives)




M easures
by Segment Fibers & Textiles

KURALON, KURALON K-l
KURALON
Expansion of filament business rubber materials, etc.
Full-scale operation of new production lines and further expansion
another production expansion in sight
K -
Accelerated marketing of ECC (Engineered Cementitious Composites)

Polyester
Filament
Expansion of productswith differentiation
Rate of differentiated products, 30% in 2002 - 70% in 2005
Enhancement of comprehensive production lines“from filament
to woven products’ in collaboration with Kuraray Trading
Staple
| mplementation of restructuring plan spin off of production,
halving capacity, withdrawal from unprofitable products
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"Measures
by Segment Fibers & Textiles

Man-made L eather
Expansion of sales volume materialsfor shoes
and interior furnishing
Profitability improvement through cost reduction
Development of the next generation products

Non-Woven Fabrics & Fastening Materials
Recovery of profitability cost reduction and
development of new applications
Establishment of production center & sales networ k over seas
(especially in China and other Asian countries)
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M easures

Seg High-Performance M aterials,
by ment M edical Products, and Others

M edical Products

Expansion of businessfor dental materials
-Further penetration into European and U.S. markets
-Full-scale entry into Chinese market

Development and launch of new dialytic membranes products

Opto-Screens
Expanded applicationsfor PTV in U.S. and China
Augment screen production capacity
Profitability enhancement through improved production efficiency

High-Performance Materials
Promotion of PA9T (GENSTAR) to make it mainstay material product
Expansion in electronic components area and full-scale market
expansion for automobile area
Early contribution to revenue by newly-started businesses
Liquid crystalline polymer film, etc.
Enhancement of eco-related businesses PVA Gel Membranes/Appliances
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Capital

Expenditure
¥Billion
2001 02 2003 05 “G-21°Total
New Plant & Expansion 20.0 40.0 60.0
Rationalization/Other 15.0 40.0 55.0
CAPEX Total 35.0 80.0 115.0
2001~02 ¥30 Billion
M&A Strategy 00305 &

Study both upstream and downstream expansion through horizontal and vertical
M& A in order to strengthen and enhance the core businesses
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Major Capital
Expenditur e Programs

Operation
Started (plan)

—

| nvestment
Started (plan)

03.3 04.3 05.3 06.3 07.3

| | | |

1 1 1 1
Expansion Scale
EVAL EUrOpE e — +12.000t

1st Half FY2004
Eval Company Of AMETIiCA s - +24.000t
1st Half FY2004 1st Half FY2006

................................ +20,000t

Kuraray Specialities Europe

PVA Film for LCD’s

1st Half FY2005 o
+13 million

2nd Half 2003 1st Half 2004

Methacrylic Polymer for
Optical Applicafions — wwwwewweeeseeeeeeeees - +20.000t
. 2nd Half 2003

Methacrylic Sheetfor I +5,0001

Optical Applications Lst Half 2003 Lst Half 2004

OPLO-SCreens oo e - +4 million
1st Half 2003 1st Half 2004 1St Half 2004 1st Half 2005 sheets

GENESTAR ey — +8,000t

1st Half 2003

1st Half 2004

1st Half 2005 1st Half 2006
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Toward Further Growth

Proprietary Technologies, Advanced Functions, ‘Market In’)

Segment

Vinyl-acetate/
Poval

| soprene
Chemicals

Opto/
Methacrylic

Man-made
L eather, etc.

M edical
products

Core
Technology

Polymer &
Organic
Synthetic

Organic &

| norganic
Composited
Nano-technology

Precision
molding

Film technology
Sheet technology
Advanced textile
processing

Functionalized
processing
Component &
material design

— Functions —

Advanced
Functions
Gasbarrier
property

Optical property
High heat-resisting
property
Alkalisresisting
property
Organism affinity

Eco-friendly
VOC-free materials

Biodegradable
property
Substitute for
environment-
unfriendly
substances

Target
Markets

Environment

Medical/
Health

High-
Performance
Materials
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Toward Further Growth 14
Speedy Commercialization of R&D Results

. (R&D Coordination A fStrateg'C R&D A
R&D Promotion : Development Theme
Committee .
Through Corporate/ Committee

C Matr (board members)
ompany iatrix Identify Critical Prepare a Road Map

Operation and Focus Resources
\in Priority Areas )

Issues
\

Speedy Commer cialization




Toward Further Growth
Business Model Orientated for Application Development

Original material

KURALON—/ Poval —
appare€

—» EV AL (food packaging)

—» Poval Film (apparel/packaging) — Optical application

» Floor heating pipe/wallpaper
— Plastic Fuel Tanks

» High-performancefibers

» EXCEVAL Emulsion, Binder,
high-performancefibers

\4

» PVB(glassreinforcement)

Fiber Materials

| soprene OIven
—>
(Substitute for — Liquefi

—» Solvent, special chemicals

ed rubber

» FRC (substitute for asbestos
L3 Rubber materials IECC

— Cell separator

natural rubber) —»Fine chemicals (ar omachemicals, phar maceutical inter mediates)

—»Thermoplastic elastomer (substitute for soft PVC and vulcanized rubber)

-for multiple uses such as automobile, electronics, housing, food, medical, etc

Acryl resin—» Monomer

» Fine chemicals (phar maceutical inter mediates)

— Sheet (construction —» Opto-screens
materials/signboards, etc.)

—»Screen front board

—» Pellet (automobile, general goods)—»Light Guide

Panel WX

12

K URARAY




Toward Further Growth

Business M odel Orientated for Application Development

Example of EVAL Continuous Application Development

Production Capacity 1000 tons
60
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Targetsfor the Final Year (fiscal 2005)

e ROA Morethan 8%
¢ Net Sales ¥400 bhillion

» Operating Income ¥40 billion

Assumptionsl

Exchange Rate: ¥120/Dollar, ¥120/Euro

Oil Price: $25/Barrél




Targets by Segment

(Unit: ¥Billion)
FY 2002 FY 2003 FY 2005
Chemicals & Net Sales 148.0 158.0 190.0
Resins Operating Income 19.5 22.0 30.0
Fibers & Net Sales 112.0 110.0 110.0
Textiles Operating I ncome 5.0 6.0 7.0
High-Perfor mance Net Sales 70.0 77.0 100.0
Materials, M edical
Products& Others | Operating Income 7.5 8.0 11.0
Er“g'(l)?ggfgte Operating | ncome -7.5 - 8.0 -8.0
Net Sales 330.0 345.0 400.0
Total
Operating Income 24.5 28.0 40.0
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Factors Contributing to the Change in Net Sales &
Operating | ncome Between FY 2002 and FY 2005

Net Salesl ¥400 Billion ...
Vinyl-acetate-

products
, Other
FY2002 FY2005
Operating Incomel Vinyl-acetate
related products Cost
- Opticsrelated reduction
¥2.45 Billion products

Volume

FY2002 FY2005

19
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Efficient Asset Utilization

March 2001
Notes and Accounts
Receivable/ Liabilities
| nventories Notes and Accounts
172.3 Payable 57.0
223.0
Tangible Fixed Assets
127.5
_ _ Shareholders
Financial Assets Equity
182.4 289 5
Other 30.3

512.5

March 2006 (Unlt ¥B|I||0n)

Notes and Accounts Notgggélxici nts
- u
Receivable/ Payable 48.0
| nventories 135.0
158.0
Tangible Fixed Assets Shareholders
170.0 Equity
310.0

Financial Assets
70.0

Other 47.0

445.0

Total Asset Turnover 0.61times - 0.90times
lnventory turnover 2.9 months —» 1.8 months
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Forwar d-L ooking Statements

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




