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1. Consolidated Business Performance for the Term Ended March 2006 (from April 1, 2005 to March 31, 2006)

(1) Consolidated business performance

Net sales Operating income Ordinary income

¥million %[ ¥million %[ ¥million %
Term ended March 3L 464,310 6.0 47,606 10.4 47,718 15.4
Term ended March 31, 438,000 9.4 43,130 34.3 41,355 41.0

. Fully diluted . . ) . Ordinary
Net income Net income net income per Net income Ordinary INCOME- 1income-sales
per share share equity ratio total assets ratio ratio

¥million %[ ¥ % % %
Term ended March 31, 28,099 13.6 80.80 11.6 11.2 10.3
Term ended March 31, 24,745 58.4 70.65 69.33 115 105 9.4

Notes:

1. Profit and loss based on equity-method investment balance: ¥22 million in term ended March 2006
¥24 million in term ended March 2005
2. Average number of shares (consolidated): 346,050,680 in term ended March 2006, 348,275,463 in term ended March 2005
3. Changes to accounting policies: No
4. The percentages in the net sales, operating income, ordinary income, and net income columns, represent increases (decreases)
compared with results for the previous year.

(2) Consolidated financial position

Total assets

Shareholders' equity

Shareholders' equity ratio

Shareholders' equity per

share
¥million ¥million %[ ¥
Term endz%%lgllarch 31, 453,158 260,735 57.5 756.96
Term endZ%c(i)gllarch 31, 397,123 224,142 56.4 645.13

Notes:

Number of shares issued and outstanding (consolidated) at end of the period: 344,265,964 in term ended March 2006,
347,223,816 in term of ended March 2005

(3) Cash flow on a consolidated basis

Cash flows from operating

Cash flows from investing

Cash flows from financing

Outstanding balance of
cash and cash equivalents

activities activities activities as of the end of term
¥million ¥million ¥million ¥million
Term endz%%lgllarch 31, 47,402 (35,105) (14,198) 25,044
Term endZ%c(i)gllarch 31, 43,242 (24,791) (25,930) 25,521

(4) Scope of subsidiary consolidation and equity method
Consolidated subsidiaries: 50, Equity method non-consolidated subsidiaries: 0, Equity method affiliated companies: 2

(5) Changes to scope of subsidiary consolidation and equity method
Newly consolidated companies: 12 , Excluded: 1, Newly included in equity method companies: 0 , Excluded: O

2. Consolidated performance Forecasts for Term Ending March 2007 (from April 1, 2006 to March 31, 2007)

Net sales Ordinary income Net income
¥million ¥million ¥million
Interim term 235,000 19,500 11,500
Overall term 485,000 45,000 27,000

(Reference) Projected net income per share (Overall term): ¥ 78.43

The above performance forecasts are regarded as reasonable on the basis of information available at the time of announcement
therefore, readers should be aware that actual results may vary from these forecasts due to the various uncertain factors involved.
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Kaneka Corporation (Consolidated)

The Corporate Group Situation

The major business of Kaneka Corporation, its 75 subsidiaries and 16 affiliated companies is centering on the following 7 segments, among others:
chemicals, functional plastics, expandable plastics and products, foodstuffs products, life science products, electronic products, and synthetic fibers. The
following chart shows the positioning of each company within the company's overall business, as well as the relationship with each segment according
to business sector.

Chemicals
Manufacturing and Sales companies(domestic) Functional Plastics
Tatsuta Chemical Co., Ltd. Manufacturing and Sales companies(overseas)

Showa Kaseikogyo Co., Ltd.

Plus 1 subsidiary and 4 affiliates N Kaneka Belgium N.V.
- - Kaneka Texas Corp.
Manufacturing and Sales companies(overseas) Kaneka (Malaysia) Sdn. Bhd.
Kaneka Paste Polymers Sdn. Bhd. > Plus 2 subsidiaries and 1affiliate

Plus 1 subsidiary

Expandable Plastic and Products Foodstuffs Products

Manufacturing and Sales companies(domestic)

Hokkaido Kaneka Co., Ltd. Manufacturing and Sales companies(domestic)
Sanwa Kaseikogyo Co., Ltd. Kaneka Food Co., Ltd.

Hokkaido Kanepearl Co., Ltd. »  Tokyo Kaneka Food Co., Ltd.
Sunpolymer Corp. Kaneka Sun Spice Co., Ltd.

Kyushu Kanelite Co., Ltd. Taiyoyushi Co.,Ltd.

Monbetsu Kasei Co., Ltd. Plus 1 subsidiary

Shibetsu Kasei Co., Ltd.

Koto Co., Ltd.

Tsukasa Co., Ltd. Sales and service companies(domestic)

Miyagi Jushi Co., Ltd.

Kanto Styrene Co., Ltd. Kaneka Shokuhin Co., Ltd.

Tokyo Kaneka Shokuhin Co., Ltd.

Kitaura JUSh'_CO" Ltd. Tohoku Kaneka Shokuhin Co., Ltd.

Cosmo Kasei Co., Ltd. Tokai Kaneka Shokuhin Co., Ltd.

Toyo Styrol Co., Ltd. Chugoku Kaneka Shokuhin Co., Ltd.

Hanepack Co., Ltd. Kyushu Kaneka Shokuhin Co., Ltd.
N (Tochigi Kaneka Corp.) Plus 2 subsidiaries v
o Ibiden Jyushi Co., Ltd. < 0
L EPE Co., Ltd. > L
E Plus 1 subsidiary and 4 affiliates w Manufacturing and sales companies (overseas) 2
@) = o TGA Pastry Company Pty. Ltd. O
- < Plus 1 subsidiary -
(@)) Sales and service companies(domestic) v wn
) Kanepearl Service Co., Ltd. D
O Kaneka Tohoku Kenzai Co., Ltd. U

Kaneka Kentech Co., Ltd

Kaneka Eperan Marketing Co.,Ltd.
Hane Corp. Manufacturing and Sales companies(domestic)
Kaneka Solartech Co., Ltd.
Tochigi Kaneka Corp.

Plus 1 subsidiary

Electronic Products

Manufacturing and sales companies (overseas)

z Ezﬂztg E:L%ig”&(’)\‘r"\)/j) Manufacturing and Sales companies(overseas)

Kaneka Eperan Sdn. Bhd. »| Kaneka High-Tech Materials, Inc.
Kaneka Eperan (Suzhou) Co., Ltd. Kaneka Electec Sdn. Bhd.
Plus 2 affiliates

Life Science Products

Synthetic Fibers and Others

Manufacturing and sales companies (domestic)

Kaneka Medix Co., Ltd. : f
Osaka Synthetic Chemical Manufacturing and Sales companies(overseas)
Laboratories, Inc. > Hifua Fiber Co., Ltd.
Plus 1 subsidiary Plus 4 subsidiaries
Manufacturing and sales companies (overseas) Sales and service companies(domestic)

Kaneka Singapore Co.(Pte) Ltd.

o Kaneka Nutrients L.P. Asahi Homes Co., Ltd.
Plus 2 subsidiaries > Kaneka Engineering Corp.

Kaneka Takasago Service Center Co., Ltd
o Kaneka Insurance Center Co., Ltd.
Plus 4 subsidiaries and 3 affiliates

Sales and service companies(overseas)
[ Kaneka Pharma Europe N.V. ]
| Plus 1 subsidiary |

Notes: 1. The * " mark indicates a consolidated subsidiary, and the “o ” mark indicates a non-consolidated subsidiary
“ " mark indicates an equity method subsidiary.

2. = indicates the flow of products.

3. — indicates the flow of materials and services (including provisions for technologies).

4. Kaneka Belgium N.V., Kaneka Texas Corp., and Tochigi Kaneka Corp. are subsidiaries that overlap in several segments.
Their auxiliary business is noted in the parentheses.

5. Asahi Homes Co.. Ltd. is listed on the JASDAO Securities Exchanae.
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Kaneka Corporation (Consolidated)

(5) Impact of environment-related regulations

To minimize the impact of business activities on the global environment and ecosystem, the
Kaneka Group makes the best efforts to reduce environmental burden and save resources and
energy throughout the life cycle of its products. Environmental regulations have been tightening
every year, and expenses may be incurred in connection with the manufacture, storage, and
disposal of its products depending on the nature of regulations, rendering a significant impact on
the Group’s performance and financial position.

(6) Risks associated with lawsuits

The Group attaches importance to management in compliance with laws and regulations, making
efforts to enforce the practice at all levels of its organization. There are risks, however, that
lawsuits and administrative measures may be taken against the Group in connection with its
operations in Japan and abroad. If an important action is filed against the Group, it is possible that
the Group’s performance and financial position will be significantly affected.

(7) Other risks

The Group’s performance and financial position may be significantly affected otherwise by such
factors as fluctuations of products prices in markets, changes in laws and regulations, delay in
specific areas of research and development, and technical innovations.
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Kaneka Corporation (Consolidated)

cost method.

(2) Accounting method for important depreciated assets
Tangible fixed assets: Primarily based on the declining-balance method

(3) Standards of appropriation for important allowances

A. Allowance for doubtful receivables
To prepare for losses arising from bad debts, the estimated amount of uncollected debts is
recorded on the basis of calculations using the actual rate of uncollected debt with respect to
general debts, and by individually reviewing the collectability with respect to special debts
including doubtful debts.

B. Allowance for investment loss
In order to provide for the loss of investment value in affiliated companies, an appropriate
amount is allocated, taking into consideration the financial status of the affiliated companies.

C. Employee’s severance and retirement benefits
The amount required to provide for employees’ severance and retirement benefits has been
provided on the basis of estimated amount of projected benefit obligations and the fair value of
pension assets at the end of the current fiscal year.

Past service liabilities are calculated when they are incurred as expenses based on the
straight line method for a fixed period of time (five years) within the average remaining service
period of employees.

For the actuarial difference, the proportionate amounts for each fiscal year based on the
straight line method for a fixed period of time (ten years) within the average remaining service
period of the employees are posted as expenses in the following fiscal year.

D. Retirement benefit for director and statutory auditors
The company and the part of consolidated subsidiary provide retirement benefit for director and
statutory on the basis of the amount required as of the end of the current fiscal year in
accordance with internal rules.

(4) Treatment of major lease transactions
Finance lease transactions which do not transfer ownership are accounted for in the same manner
as operating leases in accordance with accounting methods for regular lease transaction.

(5) Hedge accounting method
A. Hedge instruments

Deferred hedge accounting is applied. However, special accounting is applied to interest rate
swap transactions that fulfill the requirements of special accounting, and transfer accounting is
applied to currency swap transactions that fulfill the requirements of allocation accounting
method.

B. Hedge instruments and hedge items
Hedge instruments: derivatives (interest rate swap and currency swap)

Hedge items: Transactions that may incur loss on account of market movements which are not
reflected in valuation, and transactions that have fixed cash flows and avoid movements.

C. Hedge policy

In accordance with internal regulations, currency movement risks, interest rate movement risks,
are hedged.

D. Method for effectiveness evaluation
For evaluation of effectiveness, hedge items and hedge methods are analyzed in market
movements or cash flow fluctuations to determine any correlation.

(6) Additional note regarding preparation of statements
Consumption taxes are not included in accounting treatments.
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Kaneka Corporation (Consolidated)
5. Valuation of Assets and Liabilities of Consolidated Subsidiaries

Assets and liabilities of consolidated subsidiaries are valued on the basis of the full fair value
accounting method.

6. Amortization of Consolidated Translation Adjustments
Consolidated translation adjustments are amortized over a five-year period based on the straight-line
method. Those, which are insignificant, are written off in the consolidated fiscal year in which they
accrued.

7. Treatment of Profit Appropriation Items, etc.

The Consolidated Statements of Retained Earnings were prepared on the basis of the appropriation
of profits of consolidated companies decided in the consolidated fiscal year.

8. Scope of Funds in Consolidated Statements of Cash Flows
Funds referred to in the Consolidated Statements of Cash Flows (cash and cash equivalents) consist
of cash on hand, readily available deposits and short-term highly liquid investments, which mature
within three months of the acquisition date and are exposed to limited price fluctuation risks.

Notes:

<Balance Sheet>

Term ended Term ended
March 31, 2005 March 31, 2006

(Unit: ¥million)

1. Less accumulated depreciation of tangible
fixed assets 388,401 412,950

2. Contingent liabilities

Guarantees 1,234 421
Letter of awareness 554 —
3. Discount on notes receivable 975 1,038
Notes payable endorsed for payment 56 44
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Kaneka Corporation (Consolidated)

5.Securities
Term ended March 31, 2005
1. Other Securities with Market Value
(Unit: ¥million)
Acquisition Cost Amount on Difference
balance sheet
(Securities that amount exceeds acquisition cost on the consolidated balance sheet)
(1) Equity securities 16,610 40,741 24,131
(2) Bonds
Government bonds and
local government bonds, 1,143 1,145 2
etc.
Corporate bonds 1,820 1,828 7
Others
(3) Others
Subtotal 19,574 43,715 24,141
(Securities that amount does not exceed acquisition cost on the consolidated balance sheet)
(1) Equity securities 313 277 (35)
(2) Bonds
Government bonds and
local government bonds, 600 600 0)
etc.
Corporate bonds 100 100 0)
Others 2,241 2,240 1)
(3) Others
Subtotal 3,255 3,218 (37)
Total 22,830 46,933 24,103
2. Other Securities Sold during the Fiscal Year (April 1, 2004 - March 31, 2005)
(Unit: ¥million)
Sales Gain on Sales Loss on Sales
2,232 459 (@)

3. Non-marketable Securities and their Amount on the Consolidated Balance Sheet

Other securities (Unit: ¥million)
Non-listed equity securities (excluding OTC stocks) 7,231
Mutual funds invested in bonds 3,014
Others 638

4. Redemption Schedule for other Securities with Maturity and Bonds Held-to-Maturity

(Unit: ¥million)
Maturity within Maturity over one
one year year less than
five years
(1) Bonds
Government bonds and
local government bonds, 1,143 602
etc.
Corporate bonds 1,928
Others 2,210 29
(2) Others
Total 5,282 632
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Kaneka Corporation (Consolidated)
Term ended March 31, 2006
1. Other Securities with Market Value

(Unit: ¥million)
Acquisition Cost Amount on Difference
balance sheet
(Securities that amount exceeds acquisition cost on the consolidated balance sheet)
(1) Equity securities 18,665 69,836 51,171
(2) Bonds
Government bonds and
local government bonds, 600 600 0
etc.
Corporate bonds 200 200 0
Others 26 27 1
(3) Others
Subtotal 19,492 70,666 51,173
(Securities that amount does not exceed acquisition cost on the consolidated balance sheet)
(1) Equity securities 400 389 (12)
(2) Bonds
Government bonds and
local government bonds,
etc.
Corporate bonds 808 808 0)
Others 500 499 0)
(3) Others
Subtotal 1,709 1,697 (12)
Total 21,202 72,363 51,161
2. Other Securities Sold during the Fiscal Year (April 1, 2005 - March 31, 2006)
(Unit: ¥million)
Sales Gain on Sales Loss on Sales
767 578 (@)

3. Non-marketable Securities and their Amount on the Consolidated Balance Sheet

Other securities (Unit: ¥million)
Non-listed equity securities (excluding OTC stocks) 7,142
Mutual funds invested in bonds 2,056
Others 512

4.Redemption Schedule for other Securities with Maturity and Bonds Held-to-Maturity

(Unit: ¥million)
Maturity within Maturity over one
one year year less than
five years

(1) Bonds

Government bonds and

local government bonds, 600

etc.

Corporate bonds 1,008

Others 527
(2) Others

Total 2,137

6. Derivatives Transactions

The details are disclosed through EDINET and thus are not presented here.
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Kaneka Corporation (Consolidated)

. Severance and Retirement Benefits

1. Outline of the System for Severance and Retirement Benefits

Defined benefit plans established by Kaneka and its domestic consolidated subsidiaries are: the employees' pension fund
plans; tax exempted retirement pension scheme; and the retirement allowance plan. A premium severance payment
system is being adopted in certain cases. Further, certain overseas consolidated subsidiaries have defined contribution
plan.

2. Benefit Obligation (Unit: ¥million)
Term ended March Term ended March
31, 2005 31, 2006
(1) Projected benefit obligation (67,553) (70,923)
(2) Fair value of pension assets 39,164 47,550
(3) Unfunded benefit obligation (1) (2) (28,389) (23,372)
(4) Unrecognized actuarial differences 11,128 5,630
(5) Unrecognized prior service cost (1,684) (900)
(6) Severance and retirement benefits  (3)+(4)+(5) (18,945) (18,642)

(Note) 1. The subsidiaries use the simplified method in calculating the retirement benefit obligation.

3. Components of Pension and Severance Costs (Unit: ¥million)

Term from April 1,
2004 to March 31,

Term from April 1,
2005 to March 31,

2005 2006

(1) Service costs (see Note 1) 2,872 3,131
(2) Interest costs 1,551 1,591
(3) Expected return on plan assets (864) (946)
(4) Amortization of actuarial difference 1,560 1,537
(5) Amortization of prior service cost (784) (784)
(6) Severance and retirement benefit expenses

(D)+(2)+(3)+(4)+(5) 4,334 4,530

(Note) 1. Retirement benefit expenses of consolidated subsidiaries, which have adopted the simplified method,

4. Assumptions Used in the Calculation of Projected Benefit Obligation and Others

@
@
©)
4
®)

are included in (1) service costs.

Allocation method for projected benefits
Discount rate

Expected rate of return on plan assets
Period of amortizing prior service cost

Period of amortizing actuarial differences

Term from April 1,

2004 to March 31,
2005

Straight-line standard
25
25
5 years

10 years

25

Term from April 1,

2005 to March 31,
2006

Straight-line standard

25
25
5 years

10 years



Kaneka Corporation (Consolidated)

Manufacturing, Orders and Sales
(1) Manufacturing Results

(Unit: ¥million)
Business Seament Term from April 1, 2004 Term from April 1, 2005 Zzarlrrgtr;
g to March 31, 2005 to March 31, 2006 y )

Chemicals 65,362 69,085 5.7

Functional Plastics 63,039 74,096 17.5

Expandable Plastics and 51,101 55,738 91
Products

Foodstuffs Products 51,563 52,929 2.6

Life Science Products 41,550 46,408 11.7

Electronic Products 46,345 42,811 (7.6)

Synthetic Fibers and Others 24,128 26,642 10.4

Total 343,091 367,713 7.2

Notes: 1. Amounts for manufacturing are indicated in values converted to sales prices.
2. Because transactions between consolidated companies are complicated and it is difficult to grasp
sales by segment accurately, approximate values are indicated.

(2) Orders
Products are mainly manufactured based on sales estimations.

(3) Sales Results

(Unit: ¥million)
Business Seament Term from April 1, 2004 Term from April 1, 2005 Zzerlrrgtne
g to March 31, 2005 to March 31, 2006 y )

Chemicals 82,199 87,922 7.0

Functional Plastics 61,970 73,190 18.1

Expandable Plastics and 66,579 68,304 26
Products

Foodstuffs Products 105,228 107,567 2.2

Life Science Products 46,861 49,147 4.9

Electronic Products 46,387 47,159 1.7

Synthetic Fibers and Others 28,773 31,016 7.8

Total 438,000 464,310 6.0
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