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Profile

Mitsubishi Rayon Co., Ltd. was established in 1933 as a
manufacturer of rayon staple. Since then, the Company has
grown beyond the role of synthetic fiber maker to become
a leading manufacturer of polymers. Through constant
anticipation of future needs, we have expanded our busi-
ness into the fields of synthetic resins, carbon fibers and
composite materials, plastic optical fibers, and high-
performance membranes.

The management of Mitsubishi Rayon have recently drafted
a new medium-term business plan covering the period from
fiscal 2002 to 2004. Our main aims under this plan will be
to further strengthen our core sectors while growing new
core operations such as the Aqua-Sustainability Business. In
this way, we plan to turn the Mitsubishi Rayon Group into a
high-return, high-growth enterprise.
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Creating Opportunities for Growth by Leveraging Unique Specialties

The MMA (methyl methacrylate) and AN (acrylonitrile)
business complexes are the Mitsubishi Rayon Group’s
two main sources of earnings. Boasting high levels of
technological know-how and production capacity even
by world standards, these two business complexes serve
as powerful engines of growth in the many business
fields in which the Group is engaged.

To lay the foundations for further development, we
have not only mapped out a growth strategy that

Overview of Business Segments

MMA Business Complex

Based around methyl methacrylate (MMA) as the basic
raw material as well as finished products made from
MMA, this business complex is the Company’s largest,
encompassing polymethyl methacrylate (PMMA), acrylic
films, coating resins, artificial marble, MBS resins, plastic
optical fiber (POF), and other products. The MMA
Business Complex is far and away the largest in Asia in
terms of scale, and is the largest in the world in terms of
range of items produced. The management is aiming to
leverage its structural strength to grow it into the world’s
largest comprehensive business complex.

AN Business Complex
Based around acrylonitrile (AN) as the basic raw material
as well as finished products made from AN, this business

leverages our strengths in these material categories, but
are also promoting a product R&D and marketing
approach closely attuned to user needs. By adopting a
well-balanced mix of the product-out approach used by
the business complexes and the market-in approach used
by our specialty products and engineering businesses,
we are confident of reorganizing our overall operations
in the direction of high return and high growth.

complex produces acrylic fibers, carbon fibers, and
hydrogen cyanide derivatives. It aims to become the
largest polymer operation in Asia. Acrylic fibers are pro-
duced in Japan, where the Company boasts facilities that
are No.1 in scale in Asia, while spinning is carried out in
countries where wage levels are lower, such as
Indonesia, the Philippines, and China. Carbon fibers are
produced at plants in Japan and the United States using
precursor materials produced by Asia’s largest acrylic
fiber plant. Hydrogen cyanide, a by-product of acryloni-
trile production, is used as the raw material for various
derivatives: these include flocculants, in which the
Company is No.1 in Asia. The Complex is also develop-
ing a pharmaceutical intermediates business utilizing
biotechnology and optical activity technology.

Business Complexes and Segments

Segments
Chemicals and Plastics Fibers Specialty Products, Engineering and Others | Sales
%S | -Chemicals [MMA monomer, methacrylic acid, -Plastic optical fibers ¥ 90 billion
o higher ester) -Plastic rodlenses
g Acrylic resins (MMA sheets, pellets) -Image display materials
w| Y [-Acrylic resin processed products (acrylic films, -Construction materials (domes, lighting
Q ﬁ aircraft materials, bathtubs) covers, mirrors and water tanks)
‘A £ |-Coating resins (for coating, painting and
> z ;
M 2 adhesive use)
= -Resin additives (MBS resins, plastic modifiers)
> -DFR*
< = | Artificial marble*
ﬁﬁ -Hydrogencyanide derivatives Acrylic fibers .Carbon fibers and composite materials (tows, | ¥ 63 billion
qZ:-E % (pharmaceutical intermediates) cloth, prepreg, reinforced resin pellets)
83| -AN monomer*, Acrylamide*, Flocculants*
-Methylamine, DMF -Acetate fibers -Water purifiers ¥153 billion
- Polyester resins - Polypropylene fibers -Hollow Fiber Membrane Filter (industrial,
+ABS resins* - Polyester fibers power generation and medical use)
-Industrial-use fiber -Water treatment equipment and systems
(carpets, interior -Engineering & machinery systems
decoration) -Printed circuit boards
Sales ¥123 billion ¥97 billion ¥86 billion ¥306 billion

Products marked with an asterisk are manufactured by equity-method affiliates.

Note: The classification of Mitsubishi Rayon’s segments has been changed from the previous four areas — Chemicals and Plastics, Fibers, Specialty Products and
Others — to the three areas of Chemicals and Plastics, Fibers, and Specialty Products, Engineering and Others.




Future Growth Areas

The Aqua-Sustainability Business

Mitsubishi Rayon is advancing into the field of environ-
mental protection, centered on its cutting-edge propri-
etary water treatment technology. We aim to grow the
world’s leading membrane-based water treatment busi-
ness. The Aqua-Sustainability Business breaks down into
the areas of household-use water purification and indus-
trial waste water treatment equipment employing hollow
fiber membranes, and waste water treatment utilizing
flocculants.

Information Materials Business

By leveraging our core competencies of optical control
technology and molecular design technology, we aim to
take advantage of our integrated polymethyl methacrylate
production system to become a major player in the world
market for optical fiber communications materials and
devices. The Information Materials Business is involved in
three business lines — the optical information transmission
business, centered on plastic optical fibers; the optical sen-
sor business, which revolves around rodlenses; and the
electronic substrate business, whose main product is
printed circuit boards.

Market-in approach

Construction Materials Business

The Company’s goal is to establish itself as a significant
presence in this market utilizing transparent resins as its
main material. This business handles numerous product
categories, including molding materials, sheets and films,
earthquake reinforcing materials, materials for water
tanks, mirror materials, materials for interior and exterior
decoration, exterior wall materials, plastic materials for
domes, and the construction of sports facilities.

Life Science Business

Mitsubishi Rayon is developing a new business that com-
bines mainly biotechnology, hollow fiber membrane
technology, and resin processing technology. Products
include pharmaceutical intermediates, genome devices
(DNA chips), and medical devices such as water purifica-
tion and carbonation equipment.

Energy Business

This business segment consists of the sale of materials
for fuel cells and for the LNG supply business. The
Company is adopting the market-in approach with a
view to growing this segment as a priority area in the
near future.

Aqua-sustainability

Information
materials

Life science

Construction
materials

Energy

( Functional materials/products/systems )

Core competence and core products

MMA/PMMA/AN/Acrylic fiber/Carbon fiber

Acrylic coating resins/MBS/Film

Product-out approach

( Global and unique special development )




Mitsubishi Rayon Company, Limited and its Consolidated Subsidiaries

Financial Highlights

Years ended March 31, 2002 and 2001

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Net sales ¥306,455 ¥326,254 $2,299,850
Income (loss) before income taxes and minority interests 529 (2,824) 3,970
Net loss (964) (141) (7,235)
Total assets 348,102 359,041 2,612,398
Shareholders’ equity 136,153 138,942 1,021,786
Net loss per share — Basic (yen and dollars) ¥ (1.54) ¥ (0.22) S (0.01)
Shareholders” equity per share (yen and dollars) 217.34 221.77 1.631
Net cash provided by operating activities 31,685 28,612 237,786
Net cash used in investing activities (16,991) (7,361) (127,512
Net cash used in financing activities (14,534) (20,044 (109,073)
Cash and cash equivalents at end of year 10,948 10,331 82,161
Notes: 1. The translation of yen amounts into U.S. dollars is included solely for convenience, as a matter of arithmetical computation only, at the rate of

¥133.25=$1.

2. The computation of net loss per share is based on the weighted average number of shares of common stock outstanding during each year.

Net sales Net income (loss) Total assets Net income (loss)
[¥ billion) [¥ billion) [¥ billion) per share
(¥)
9.6
349 347
326
310 313 306 82 7.6 15.4
72 411 402 378
358 359 13.0
348 114 12.1
-0.1 -0.9 -0.2 -1.5

97 98 99 00 OI 02 97 98 99 00 01 02 97 98 99 00 01 02 97 98 99 00 01 02



A Message from the President

New Medium-Term Management Plan

US—2004"

Has Been Launched

Yoshiyuki Sumeragi
President

Mitsubishi Rayon is now definitely back on the growth path
thanks to the achievement of the targets under its three-year
management plan ended March 2002.

The current three-year plan, started April 2002, is focused
on the accelerated creation of a high-return, high-growth
corporate group.



Mitsubishi Rayon'’s structural reform efforts have been rewarded with outstanding

success. Over the past three years, we have carried out the difficult tasks of bolstering

group management, reorganizing business units, and reducing costs, thanks to which

we have greatly improved the Mitsubishi Rayon Group’s efficiency and cost structure.

Under our new three-year management plan, starting from April 2002, we are
firmly resolved to take every possible step to realize our goal of transforming the
Mitsubishi Rayon Group into a high-return, high-growth corporate entity.

Overview of achievements under the

previous management plan

I would first like to report on our
achievements under the “US - 21” three-year
management plan, which ended March 2002.

The main goal of “US - 21” was to lay the
cornerstones of future growth. As means of
attaining this goal, three priority targets were
designated: 1) fully integrated management
on the consolidated group level, 2) reform of
the group’s structure, and 3) strengthening of
cost-competitiveness.

Regarding target 1, achieving full
integration of group management, in response
to the movement toward the adoption of new
accounting standards more strongly focused
on accounts on a consolidated basis, in June
2001 we reorganized the managements of the
parent company and other group members.
We also introduced a new system of
“management responsibility units” to facilitate
the performance assessment system of
business units.

In the area of structural reform, to ensure
our long-term success as a corporate group
with acrylic (methyl methacrylate and

acrylonitrile) product chains, in which we
enjoy strength on the global market as our
core business, we plan to focus more
management resources on these core
businesses, and to employ a variety of
measures to solve the issues of businesses
where we have little hope of making higher
return on our own. Options include
collaboration with other companies, spinning
off as separate enterprises, withdrawal from
certain business fields or integration of
operations. In fiscal 2001, we initiated not
only joint acrylonitrile operations with
Mitsubishi Chemical Corporation but also joint
ABS resin operations with Ube Industries and
General Electric, and sold off our carbon
dioxide and dry ice operations. Through the
winnowing process, Mitsubishi Rayon made
significant strides toward completely
reforming its operational structure with the
goal of getting back on the growth track.
Turning to the third target of
strengthening cost-competitiveness, our
success exceeded expectations. Thanks to
reductions in the cost of production as well as
selling, general and administrative costs, we
lowered costs by approximately ¥9.5 billion,



thus surpassing our initial target by ¥1 billion.

I believe that these results show that we
have effectively met our targets under the
“US - 21” management plan. Thanks to these
successes, the morale of Mitsubishi Rayon’s
staff has risen, and we are moving forward in
pursuit of yet higher goals.

Business performance for fiscal 2001

The Company faced extremely difficult
circumstances during fiscal 2001 owing to the
worldwide economic stagnation, which was
exacerbated by the tragedy in USA on
September 11. The slump in demand was
particularly severe in Asia, which is one of the
Company’s largest markets.

On a consolidated basis, the Mitsubishi
Rayon Group recorded sales of ¥306.4 billion
for fiscal 2001, down 6.1% from the previous
business term, and operating income of ¥19.2
billion, down 6.8%. A net loss of ¥0.9 billion
was registered. Sales declined due to the spin-
off of some of the Company’s acrylonitrile
operations to an affiliate accounted for by the
equity method, while earnings were affected
by an extraordinary loss registered for the
term under review in the amount of ¥10.3
billion resulting from amortization of
retirement benefit obligations. This amortized
amount is out of a total shortfall of ¥35.3
billion: ¥24.9 billion had been amortized in
the previous fiscal year, and the amortization
was thus completed with the term under
review.

These results are regrettable. Nonetheless,
in the face of worsening market conditions,
including both higher raw materials prices
and lower prices of the Company’s products,
the Mitsubishi Rayon Group’s structural

reorganization and measures to reduce costs
bore fruit, as the group was able to hold the
decline in its earnings to a minimum.

New medium-term management plan
“Program: US - 2004"

Mitsubishi Rayon initiated its 4th medium-term
management plan in April 2002. Without
easing up on the Company’s drive toward
structural reform, the new plan switches the
focus of attention to plans for growth by the
Mitsubishi Rayon Group with the goal of
establishing a high-return, high-growth
business entity. To this end, priority will be
assigned to the following four points:

1) Increased focus on core competencies for
growth
In line with our policy of concentrating on
those business areas in which we are
competitive, we plan to focus management
resources on the Group’s core operations —
the methyl methacrylate (MMA) and
acrylonitrile (AN) business complexes. In
particular, in the MMA business complex we
aim to create a comprehensive development
ability covering monomers, molding materials,
sheets, coating materials, and processed
products, with the goal of becoming the
world’s No. 1 enterprise.

In the AN business complex, we plan to
focus marketing and technology resources
particularly on carbon fibers for industrial-use
and energy-related areas, where strong
expansion in demand is expected, and in
which we possess a competitive start-to-finish
production system.



A further major objective is to create, as
soon as possible, another earnings generator
to supplement the acrylics business
complexes. I see a promising future in the
environmental field, particularly water
resources, including water purification and
wastewater treatment utilizing hollow fiber
membranes, where the Company has already
demonstrated the excellence of its unique
technology. Moreover, management resources
will also be selectively focused on new
growth fields such as fibrous DNA chips, with
the aim of early business start-ups.

During the period of the new medium-
term management plan, we anticipate total
capital spending on the order of ¥75 billion,
and we will devote our full efforts to the
realization of the growth scenario we have
drafted.

2) Reform of earnings and cost structure

In the last few years, the chemical industry
has been beset on a global scale by
competition of an intensity never before
experienced, which has led to a wave of
mergers and business alliances. Companies
now need to strengthen their competitiveness
still further in order to survive. Starting with
technical innovation in the production process
as the wellspring, we are raising the efficiency
of our operations across the entire range of
our activities. In addition to business
restructuring and technical innovation, we are
reducing the costs of materials procurement
and processing, as well as the cost of clerical
operations through the increased employment

of information technology and outsourcing.

Following our success in cutting costs by ¥9.5
billion under the previous management plan,
under the current plan we are targeting a
reduction of ¥9 billion by the end of fiscal
2004.

3) Strengthening capabilities in basic research
and development
We plan to restrict R&D to those areas where
findings will be applicable to the business
fields in which the Company is engaged. In
other words, priority will be placed on the
MMA-related businesses and promising
growth areas such as life sciences, as well as
water purification and waste water treatment.
We intend to conduct strict R&D cost-
performance management. In particular, we
will put top priority on innovations in
production technology that lead to dramatic
improvements in process efficiency, as well as
emphasizing the need for speedy
commercialization of new discoveries in line
with our philosophy of being a “unique
specialty group.”
4) Addressing environmental issues
As a corporate citizen, it is the duty of
Mitsubishi Rayon to take steps to help protect
the environment, and accordingly, the
management has set targets for the reduction
of emissions of substances that cause
environmental load, and has been making
determined efforts to meet these targets. From
fiscal 2002, the Company will be adopting a
full-scale system of environmental accounting,
and the results will be disclosed to the public.



Under the medium-term management
plan described above, the Mitsubishi Rayon
Group has set targets for the final year, fiscal
2004, of ¥340 billion in sales and ¥30 billion
in operating income.

I intend to create a stronger corporate
structure over the next three years, and in this
way to set the stage for full-scale earnings
growth in the three-year period starting in
fiscal 2005.

More rigorous corporate governance

Companies these days are being required to
display ever higher degrees of transparency,
and to demonstrate that their management is
conducted in a fair and impartial manner. To
this end, in May 2002 we established a
management advisory committee including
experts from outside the Company. The task
of the committee members is to ensure,
through the provision of advice and
proposals, the even more rigorous
performance of corporate governance in
accordance with the highest principles,
covering not merely the observance of laws
and regulations by the Company and its
Group members, but also management that
places priority on the interests of shareholders
and investors.

In conclusion, although no single one of
the Mitsubishi Rayon Group’s businesses is of
a very large scale, each one has a major
presence in a global market. For example, in
the MMA business complex, we maintain an
overwhelming dominance in the Asian
market. Also, the Mitsubishi Rayon Group is
the only supplier of triacetate fiber in the
world. The Group also boasts a market share
of roughly 70% in the world market for plastic

optical fiber. In this way, our policy is to
create the corporate group with the
competitive business units by which we can
be sure of winning a gold medal.

Over the last few years, the management
of Mitsubishi Rayon have devoted great efforts
to rectifying the prevailing cost corporate
structure, reviewing our business portfolio
and fully adapting the Company to the new
accounting standards that have been
successively introduced. Thanks to these
efforts, we are confident that we have now
built a firm base for future growth and
prosperity, and that the Company will
properly return to the growth track within a
very short while. From here onward, we
intend to make steady inroads into the global
market with a stream of superior products,
thereby satisfying the expectations of our
shareholders and of market investors in
general.

I would like to thank all our shareholders
for their support.
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Yoshiyuki Sumeragi
President
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