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of the non-consolidated statements are rounded down.

1. Consolidated Performance for the Year Ended March 31, 2007 (From April 1, 2006 to March 31, 2007)
(1) Consolidated operating results

Net sales Operating income Ordinary income Net income
Millions of yen % | Millions of yen % | Millions of yen % | Millions of yen %
Year ended March 281,613 | 7.0 30,175 | 124 29,795 | 12.6 17,077 | 12.0
31,2007
gfa;ggged March 263,074 | 13.7 26,835 | 39.0 26,459 | 40.7 15,249 | 96.2
Note: The percentage figures respectively indicate year-over-year changes from the previous fiscal year.
Net Income per Fully diluted net Return on .Ordmary Qperatmg
share Income per share equity income to income to
total assets sales
Yen Yen % % %
Year ended March
31,2007 71.74 71.72 16.4 10.1 10.7
Year ended March
31,2006 63.23 - 17.6 10.4 10.2

Reference: Equity in earnings (losses) of unconsolidated subsidiaries and affiliates, net:

Year ended March 31,2007  ¥27 million Year ended March 31,2006  (¥21 million)
(2) Consolidated financial position
Total assets Net assets Equity ratio Net assets per share
Millions of yen Millions of yen % Yen
As of March 31,
2007 315,448 115,180 354 469.17
ZAOSO%f March 31, 272,674 96,528 35.4 405.10

Reference: Equity*:

As of March 31,2007  ¥111,675 million, As of March 31,2006 ¥ - million
* Equity used for calculation of the indices for the fiscal year ended March 31, 2007 consists of “shareholders’
equity” and “valuation and translation adjustments.”
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Cash flows from Cash flows from Cash flows from Cash and cash
. o . . o . e equivalents at the end
operating activities nvesting activities financing activities
of the year
Millions of yen Millions of yen Millions of yen Millions of yen
Year ended March
31,2007 23,633 (31,685) 7,028 6,483
Year ended March
31,2006 26,943 (25,011) (5.653) 7,320
2. Cash Dividends
Cash dividend per share Dividend .R.atio of
Total Annual Pavout Ratio dividends to
Record Date Interim Year-end | Full year | Cash Dividends C Y i Net Assets
onsolidated) .
(Consolidated)
Yen Yen Yen Millions of yen % %
Year ended March
31,2006 3.00 6.00 9.00 2,148 14.2 2.5
Year ended March
31,2007 4.00 6.00 10.00 2,380 13.9 2.3
Year ending March
31, 2008(Forecast) 6.00 6.00 12.00 - 16.0 ]
3. Projected Consolidated Performance for the Year Ending March 31, 2008
(From April 1, 2007 to March 31, 2008)
. . Net Income
Net Sales Operating Income | Ordinary Income Net Income
per Share
Millions of yen %  [Millions of yen % | Millionsof % Millions of % Yen
Interim period ending
September 30, 2007 149,300 7.7 13,800 0.9 13,800 0.2 8,000 1.2 33.61
Year ending March
31, 2008 (Full year) 300,000 6.5 31,000 2.7 30,500 2.4 17,800 4.2 74.78

Note: The percentage figures respectively indicate changes from the previous period or year.

4. Other Matters

(1) Significant Changes of Specified Subsidiaries (“Changes of specified subsidiaries accompanied by Change in
Scope of Consolidation): None
(2) Changes in accounting principle, procedures and presentation on preparation of consolidated financial
statements (stated on Changes of important matters on basis of presenting the consolidated financial statements’)
(i) Changes due to amendment of accounting standards: Applicable

(i) Changes except above (i)

None

(3) Number of shares outstanding (Common stock)
(1) Number of shares outstanding at the end of the year (including treasury stock)
As of March 31,2007 242,075,556 shares
As of March 31, 2006 242,075,556 shares
(i1) Number of treasury stock outstanding
As of March 31, 2007 4,048,429 shares
As of March 31,2006 4,041,007 shares
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Reference
Summary of Non-consolidated Performance

1. Non-consolidated Performance for the Year Ended March 31, 2007 (From April 1, 2006 to March 31, 2007)
(1) Non-consolidated operating results

Net Sales Operating income Ordinary income Net income
Millions of yen % | Millions of yen % | Millions of yen % | Millions of yen %
Year ended March
31,2007 170,111 | 11.5 18,451 | 11.3 20,843 | 15.5 13,108 | 24.9
zfa;ggged March 152,589 | 14.2 16.580 | 48.5 18,043 | 50.8 10,493 | 81.8

Net income per

Fully diluted

net

Note: The percentage figures respectively indicate year-over-year changes from the previous fiscal year.

share Income per share
Yen Yen
Year ended March
31,2007 55.07 55.06
Year ended March
31, 2006 43.43
(2) Non-consolidated financial position
Total assets Net assets Equity ratio Net assets per share
Millions of yen Millions of yen % Yen
Year ended March
31,2007 249,443 93,994 37.6 394.47
Year ended March
31,2006 208,034 83,765 40.3 351.53

Reference: Equity*:

As of March 31, 2007

¥93,893 million,

As of March 31, 2006

¥ - million

* Equity used for calculation of the indices for the fiscal year ended March 31, 2007 consists of “shareholders’
equity” and “valuation and translation adjustments”.

2. Projected Non-consolidated Performance for the Year Ending March 31, 2008
(From April 1, 2007 to March 31, 2008)

Net Sales Operating Income | Ordinary Income Net Income I\;eetrlrsllclzge
Millions of yen % |Millions of yen = % [Millions of yen = % [Millions ofyen % Yen
Interim period ending
September 30, 2007 89,000 8.5 7,100 (8.8) 8,600 (10.8) 5,500 (12.0) 23.11
Year ending March
31, 2008(Full year) 183,200 7.7 16,100 (12.7) 17,600 (15.6) 10,900 (16.8) 45.79

Notes:

The percentage figures respectively indicate changes from the previous period or year.

Note

The projected performance figures in this report are based on information available to ZEON’s management at
the time this report was prepared and are subject to potential risks and uncertainty. Accordingly, users should be
aware that actual results may differ materially from any expressed future performance herein due to various
factors. See pages 5 of the Attachment for further information on forecasts.
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5. Operating Results

Analysis of Operating Results

1) Overview of the fiscal year ended March 31, 2007

Despite starting the year expecting a partial slowdown in the US economy amid a worldwide trend of rising
prices of oil and other materials, the Japanese economy in the consolidated fiscal year that ended March 31, 2007,
continued on a gradual but steady course of recovery on the back of increased demand such as an increase in
consumer spending, and an increase in capital spending from improved corporate earnings.

In the petrochemicals industry, the price of raw materials such as crude oil and naphtha stayed high. On the
other hand, demand continued favorably because of a recovery in the domestic economy, and a steady rise in
exports to the Asian market.

Against this backdrop, the ZEON Group strove to thoroughly reduce expenses through its ZX activities. In its
elastomers business segment, the ZEON Group continued to revise its sales prices and implement sales strategies
for better profitability while in the specialty materials business segment, the Group strove to develop high
value-added products through original technology and expand the business.

As a result of these factors, the consolidated net sales for the year ended March 31, 2007 were 281,613 million
yen (7.0% increase from the previous year). The operating income was 30,175 million yen (12.4% increase), the
ordinary income was 29,795 million yen (12.6% increase), and the net income was 17,077 million (12.0%
increase).

2) Overview of Business Segments
(Elastomers)

Domestic sales of synthetic rubbers were supported by continued steady demand from major users, the
automobile and tire industries, as was the case last year. As a result, sales volume increased year on year. Export
sales of synthetic rubbers, mirroring the performance of synthetic rubber domestic sales, export demand also were
strong, particularly in China and the Asian region, performed slightly lower in sales volume year on year because
of partial shipment adjustments due to the circumstances of warehouse stock. Sales also increased year on year for
both domestic and export sales due to factors such as a revision of sales prices and a shift to a more profit-oriented
sales strategy in response to the continuing high prices of raw materials. As for the overseas subsidiaries, sales of
the U.S. subsidiaries grew steadily while the profitability of the U.K. subsidiary improved dramatically after
adding new products to its lineup, even though it was affected by the high price of raw materials. In sum, the
overall synthetic rubber sales surpassed the previous year’s figures in net sales as well as in operating income.

Although domestic sales of synthetic latices decreased by volume year on year on account of a decrease in
sales for paper use, sales and operating income increased year on year due to an increase in specialty products. For
export sales, on the other hand, both sales by volume and net sales increased year on year with strong demand for
synthetic latices for gloves and other purposes. As a result, overall sales and operating income of synthetic latices
increased year on year.

In chemicals, sales by volume of the key products, petrochemical resins and thermoplastic elastomer “SIS”, ,
increased year on year due not only to stronger sales in established markets but also because of the opening up of
new markets and newly developed applications of use. Additionally, as a result of revising the sales price to
counter the increase in raw material prices, sales also improved year on year. The Thai subsidiary for
petrochemical resins did increase net sales but finished the year with lower operating income, year on year,
because of the high price of raw materials. As a result, overall sales and operating income of chemicals increased
year over year.

As a result of these factors, segmental net sales for the year ended March 31, 2007 were 177,703 million yen
(13.8% increase from previous year), and operating income was 19,527 million yen (28.2% increase).

(Specialty Materials)

In the specialty plastics (cyclo-olefin polymer) business, performance of ZEONOR FILM, an optical film for
LC panels continued to be favorable and net sales rose strongly. Also, net sales for ZEONEX series plastic for
optical lenses and medical uses rose as well. Consequently, overall net sales of specialty plastics increased year on
year but operating income decreased year on year due to a decrease in sales price and an increase in selling,
general and administrative expenses such as a R&D expenses.
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For information materials, sales of battery materials and toner rose steadily but sales of resist and etching gas
decreased. As a result overall sales of information materials dropped year on year, and because of increases in
selling, general and administrative expenses, there was also a year-on-year decrease in operating income.

For chemicals, the sale by volume of synthetic aroma chemicals grew favorably resulting in a year-on-year
increase in sales. The sales by volume of specialty chemicals decreased year on year but sales stayed about the
same as the previous year due to a revision of sales prices. As a result, both sales and operating income of
chemicals overall increased year over year.

As a result of these factors, segmental net sales of the specialty materials business segment were 47,197
million yen (13.0% increase from the previous year) and operating income was 9,746 million yen (4.5%
decrease).

(Other)

In other business segment, sales for our environmental business rose year on year while sales for our health
materials business dropped year on year because of the sale of a subsidiary in the previous year. In addition, the
sales from the trading operations of the subsidiaries dropped year over year.

Consequently, segmental net sales were 59,225 million yen (10.0% decrease from the previous year), and
operating income was 873 million yen (38.4% decrease).

3) Future Outlook

As for the outlook for the next year, the Chinese economy and other Asian economies are expected to remain
solid and the Japanese economy is also expected to stay robust due to recovery of exports and capital spending.
However, in addition to the rise in interest rates and the volatile foreign exchange rates, high oil prices are
expected to continue. The Company is therefore facing a severe operating environment that warrants little
optimism.

Under these circumstances, the ZEON Group’s mid- to long-term business strategy is to achieve the “PZ-3”
3-year medium term management plan from FY 2005 (ended March 31, 2006) through FY 2007 (ending March 31,
2008), which was established in March, 2005. The concept of “PZ-3” is “improvement of corporate value and
dynamic expansion of business” and the themes for management policy are “speed”, “dialog” and “contribution to
society”. With these objectives in mind, we are enthusiastically taking on various challenges such as taking our
R&D a new level and optimizing the true potential of our onsite operations to realize truly stable and safe
production sites.

On a consolidated basis for the year ending March 31, 2008, we project 300.0 billion yen in net sales (6.5%
increase from the previous year), 31.0 billion yen in operating income (2.7% increase), 30.5 billion yen in
ordinary income (2.4% increase), and 17.8 billion yen in net income (4.2% increase), assuming that the exchange
rate would be 115 yen/$ and the average naphtha price over the year 54,000 yen/KL.

4)Other Matters

The Company and its wholly owned U.S. subsidiary, Zeon Chemicals L.P. (“ZCLP”, located in Kentucky, U.S.),
had been sued for damages by indirect purchasers of NBR (acrylonitrile butadiene rubber), alleging price fixing
regarding NBR in the U.S. Other corporate groups had also been sued.

As to one of those class actions filed in April 2004 in the State of California in the U.S, in May 2006, ZCLP
reached a settlement agreement under which ZCLP agreed to pay $1.53 million (approximately 180 million Yen)
to the plaintiffs. The settlement was formally approved by the Superior Court of California in December 2006. As
to the other class actions filed under the state laws from January 2005 onward, ZCLP reached a settlement
agreement in November 2006, under which ZCLP agreed to pay $1.67 million (approximately 200 million Yen) to
the plaintiffs. This settlement was approved by the Circuit Court of Tennessee in April 2007 and it resolved the
cause of action in the 31 States in the U.S. Therefore, all the lawsuits sued by indirect purchasers of NBR in the
U.S. have been resolved.

On May 7, 2007, the Company and its European subsidiaries received a Statement of Objections from the
European Commission with respect to an investigation into the NBR market in Europe. This Statement of
Objections was issued in the course of the European Commission’s ongoing investigation. The Company will
study the Statement of Objections in detail and will take the appropriate response in due course.

The Company and ZCLP (in addition to other corporate groups) were sued for damages by direct purchasers of
SBR (styrene butadiene rubber) and BR (butadiene rubber), who alleged price fixing regarding SBR and BR in the
U.S. From November 2006 onward, several lawsuits were filed, however, by April 2007, all plaintiffs voluntarily
dismissed the Company and ZCLP. Thus, all the SBR and BR lawsuits in the U.S. have been resolved.
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6. Consolidated Financial Statements

(1) Consolidated Balance Sheets

Translation for reference only]

(Millions of yen)
Previous fiscal year Current fiscal year Year-over-
(As of March 31, 2006) (As of March 31, 2007) year
Account item Note Amount ComPosition Amount ComPosition Increase
No. Ratio (%) Ratio (%) | (Decrease)
(Assets)
Current assets
Cash and bank deposits 7,663 6,838
Notes and accounts receivable-trade 48,338 61,226
Marketable securities 2 -
Inventories 44,666 52,021
Accounts receivable-other 21,128 30,710
Deferred tax assets 3,402 3,311
Other current assets 1,085 1,495
Allowance for doubtful accounts (117) (113)
Total current assets 126,167 46.3 155,489 49.3 29,322
Fixed assets
Property, plant and equipment
Buildings and structures 23,299 28,391
Machinery, equipment and vehicles 40,678 45,271
Land 12,462 13,915
Construction in progress 8,949 10,667
Other property, plant and equipment 3,283 3,404
Total property, plant and equipment 88,672 325 101,647 322 12,976
Intangible assets
Goodwill 3,177 2,714
Other intangible assets 3,193 3,068
Total intangible assets 6,370 2.3 5,782 1.8 (588)
Investments and other assets
Investment securities 45,820 47,030
Deferred tax assets 451 384
Other investments and assets 5,795 5,586
Allowance for doubtful accounts (606) (473)
Total investments and other assets 51,460 18.9 52,526 16.7 1,066
Total fixed assets 146,502 53.7 159,955 50.7 13,454
Deferred charges 5 0.0 3 0.0 2)
Total Assets 272,674 100.0 315,448 100.0 42,774
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(Millions of yen)
Note Previous fiscal year Current fiscal year Year-over-
No. (As of March 31, 2006) (As of March 31, 2007) year
(Liabilities)
Current liabilities
Notes and accounts payable-trade 63,710 81,959
Short-term loans payable 28,317 23,231
Commercial paper 4,000 4,998
Income taxes payable 6,069 4,754
Reserve for bonuses 1,696 1,871
Other reserves 35 80
Other current liabilities 18,206 21,112
Total current liabilities 122,032 44.7 138,005 43.8 15,973
Long-term Liabilities
Bonds payable 10,000 20,000
Long-term loans payable 14,013 20,348
Deferred tax liabilities 7,139 7,007
Allowance for employees’ 11,695 10,243
retirement benefits
Reserve for retirement benefits for 731 -
directors and statutory auditors
Allowance for environmental 517 517
remediation
Other reserves 17 520
Consolidation adjustments account 349 -
Negative goodwill - 262
Other long-term liabilities 6,490 3,365
Total long-term liabilities 50,951 18.7 62,262 19.7 11,312
Total Liabilities 172,983 63.4 200,267 63.5 27.284
(Minority Interests)
Minority interests 3,162 1.2 - -
(Shareholders’ Equity)
Common stock 24,211 8.9 - -
Capital surplus 18,372 6.7 - -
Retained earnings 44,963 16.5 - -
Net unrealized holding gain on 14,497 53 - -
available-for-sale Securities
Foreign currency translation adjustments (1,080) (0.4) - -
Treasury stock, at cost (4,435) (1.6) - -
Total Shareholders’ Equity 96,528 354 - -
Total Liabilities, Minority Interests and 272,674 100.0 - -
Shareholders’ Equity
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(Millions of yen)

Note

Previous fiscal year
(As of March 31, 2006)

Current fiscal year
(As of March 31, 2007)

Year-ove
r-year

(Net assets)
Shareholders’ equity
Common stock
Capital surplus
Retained earnings
Treasury stock, at cost
Total shareholders’ equity
Valuation and translation adjustments
Net unrealized holding gain on
available-for-sale Securities
Deferred gain (losses) on hedges
Foreign currency translation adjustments
Minimum pension liabilities
Total valuation and translation
adjustments
Stock acquisition rights
Minority interests
Total net assets
Total Liabilities and net assets

. - 24211 77
- - 18,372 5.8
- - 60,542 19.2
- - (4,445) (1.4)
- - 98,681 313
- - 13,872 44
- - 12 0.0
- - (101) (0.0)
- - (789) (0.3)
- - 12,995 4.1
- - 101 0.0
- - 3,403 1.1
- - 115,180 36.5
- - 315,448 100.0
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(2) Consolidated Statements of Income

the Japanese—language original shall take precedence.
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(Millions of yen)

Previous fiscal year
(From April 1, 2005, to
March 31, 2006)

Current fiscal year
(From April 1, 2006, to March
31,2007)

Year-over-
year

Account item

Note
No.

Percentage

Amount (%)

Percentage

Amount (%)

Increase
(Decrease)

Net sales
Cost of sales
Gross profit
Selling, general and
administrative expenses
Operating income
Nonoperating income
Interest income
Dividend income
Amortization of consolidation
adjustments account
Amortization of negative
goodwill
Earnings from unconsolidated
subsidiaries and affiliates
accounted for by equity
methods
Foreign exchange gain
Rental income
Gain on sales of utilities
Subsidy
Other nonoperating income
Nonoperating expenses
Interest expense
Loss from investments
by the equity method
Loss on disposal of inventories
Other nonoperating expenses
Ordinary income

100.0
73.4
26.6
16.4

263,074
193,218
69,856
43,021

26,835 10.2
181
671

92

349
120
221

592 2,226 0.9

621
21

1,459
503 2,603 1.0

26,459 10.1

100.0
72.1
27.9
17.2

281,613
203,164
78,449
48,274

30,175 10.7
234
954

278

27

125
102
258
350
432 2,760 1.0

1,083

1,488
570 3,141 1.1

29,795 10.6

18,539
9,946

8,593
5,253

3,340

534

538

3,336

Extraordinary gains

Gain on sales of fixed assets

Gain on sales of consolidated
subsidiary stocks

Income from recovery of bad
debts

Reversal of allowance for
doubtful accounts

Other

1,947

90 2,039 0.8

14

54

(1,964)
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(Millions of yen)
Previous ﬁscal year Current ﬁscal year Year-over-
(From April 1, 2005, (From April 1, 2006,
to March 31, 2006) to March 31, 2007) yeat
Account item I\Ii;z)t.e Amount Pe?;?;age Amount Per(c;?;age (Il)riirrzzssee)
Extraordinary losses
Loss on disposal of fixed 1,507 811
assets
Lawsuit costs 2,002 489
Loss on allowance for 517 -
environmental remediation
Impairment loss - 177
Litigation costs - 250
Other 370 4,396 1.7 16 1,743 0.6 (2,653)
Income before income taxes 24,101 9.2 28,126 10.0 4,025
and minority interests
Income taxes-current 8,665 9,723
Income taxes-deferred (310) 8,355 3.2 780 10,503 3.7 2,149
Minority interests in net (498) 0.2) (545) (0.2) (48)
(income) losses of
consolidated subsidiaries
Net income 15,249 5.8 17,077 6.1 1,829

10
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Segment Information
a. Business segments
Previous fiscal year (From April 1, 2005, to March 31, 2006)

(Millions of yen)
Elastomer rsrf;etzlreil:li}s, Other Total E%?ggiﬁES/ Consolidated
Net sales and operating income/expenses
Net sales
(1) Sales to third 156,132 41,762 65,180 263,074 - 263,074
parties
(2) Intersegment 4 - 619 623 (623) -
sales and transfers
Total 156,136 41,762 65,799 263,698 (623) 263,074
Operating expenses 140,900 31,560 64,383 236,843 (603) 236,239
Operating income 15,237 10,202 1,416 26,855 (20) 26,835
Assets, depreciation and amortization and capital expenditures
Assets 128,825 50,758 31,964 211,547 61,126 272,674
Depreciation and 6,080 5,137 628 11,846 1,669 13,515
amortization
Capital expenditures 8,082 10,199 1,155 19,436 2,024 21,460
Current fiscal year (From April 1, 2006, to March 31, 2007)
(Millions of yen)
Elastomer Speciglty Other Total Eliminations/ Consolidated
materials Corporate
Net sales and operating income/expenses
Net sales
(1) Sales to third 176,222 47,197 58,194 281,613 - 281,613
parties
(2) Intersegment 1,481 - 1,030 2,511 2,511) -
sales and transfers
Total 177,703 47,197 59,225 284,124 (2,511) 281,613
Operating expenses 158,176 37,451 58,352 253,979 (2,541) 251,438
Operating income 19,527 9,746 873 30,145 30 30,175
Assets, depreciation and amortization and capital expenditures
Assets 156,601 68,209 29,910 254,720 60,728 315,448
Depreciation and 6,829 7,377 730 14,936 1,309 16,245
amortization
Capital expenditures 9,284 16,307 1,305 26,896 1,984 28,880

11
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b. Geographical Segments
Previous fiscal year (From April 1, 2005, to March 31, 2006)

the Japanese—language original shall take precedence.
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(Millions of yen)
Japan North Europe Asia Total Eliminations/ Consolidated
America Corporate
INet sales and operating income/expenses
Net sales
(1) Sales to third 216,164 20,373 15,041 11,496 263,074 - 263,074
parties
(2) Intersegment 21,654 7,605 181 1,192 30,633 (30,633) -
sales and transfers
Total 237,819 27,979 15,222 12,688 293,708 (30,633) 263,074
Operating expenses | 213,892 25,157 15,507 12,045 266,601 (30,362) 236,239
Operating income 23,926 2,822 (285) 643 27,107 (271) 26,835
(Operating loss)
Assets 189,535 29,392 9,932 5,514 234,373 38,301 272,674
Current fiscal year (From April 1, 2006, to March 31, 2007)
(Millions of yen)
Japan ANOIT.h Europe Asia Total Eliminations/ Consolidated
merica Corporate
INet sales and operating income/expenses
Net sales
(1) Sales to third 226,514 23,284 18,080 13,735 281,613 - 281,613
parties
(2) Intersegment 24,423 8,212 462 1,526 34,623 (34,623) -
sales and transfers
Total 250,937 31,497 18,543 15,260 316,236 (34,623) 281,613
Operating expenses | 224,971 28,233 18,023 14,863 286,090 (34,652) 251,438
Operating income 25,965 3,263 520 397 30,146 29 30,175
(Operating loss)
Assets 231,297 30,079 10,388 5,813 277,577 37,871 315,448
c. Overseas Sales
Previous fiscal year (From April 1, 2005, to March 31, 2006)
(Millions of yen)
North Europe Asia Other Total
America
Overseas sales 24,552 23,221 64,150 2,790 114,712
Consolidated sales 263,074
Ratio of overseas sales to 9.3 8.8 24.4 1.1 43.6
consolidated sales (%)
Current fiscal year (From April 1, 2006, to March 31, 2007)
(Millions of yen)
North Europe Asia Other Total
America
Overseas sales 29,647 29,285 62,064 3,350 124,345
Consolidated sales 281,613
Ratio of overseas sales to 10.5 10.4 22.0 1.2 44.2
consolidated sales (%)

12



