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Established in 1928, Nihon Nohyaku
Co., Ltd. has grown in tandem with the
advance of agricultural technology in
Japan. Boasting strong capabilities in
fine chemicals, the Company is one of
Japan’s leading agrochemical
manufactures. The quality of its
in-house-developed agrochemicals has
earned Nihon Nohyaku a strong
reputation in Japan and a rising profile
overseas.

In all its activities, Nihon Nohyaku is
guided by a commitment to be
academically oriented and technology
driven, to emphasize quality over
quality, to protect the environment, and
to contribute to the health and welfare

of people worldwide.



Financial Highlights

Nihon Nohyaku Co., Ltd. and Consolidated Subsidiaries

For the years ended September 30
.Millions of yen Thousands of U. S. dollars
(Except per share data) (Except per share data)
2003 2004 2005 2006 2007 2007
For the year:
NEt SAIES....oeeiereerer e ¥35,430 ¥35,589 ¥35,354 ¥36,835 ¥38,733 $336,809
Net income (10SS)....coveevveeerererrcrieereeee 105 106 508 940 1,612 14,018
At year end:
NEL BSSELS ..o 27915 27,979 29,006 30,006 30,490 265,130
Total @SSELS.......cevereeereeeere s 51,121 49,627 47,441 49,295 49,150 427,391
Per share data (yen and U. S. dollars):
NELINCOME....eierieeeeee e 150 153 7.12 13.58 23.35 0.203
Cash dividends.........coccovvviiiiiiiiisce 3.00 3.00 3.00 5.00 7.00 0.061

Note: U. S. dollar amounts are translated from Japanese yen, for convenience only, at the rate of ¥115=%1, the approximate Tokyo foreign exchange market rate

as of September 28, 2007.
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A Message from the president

We extend our wishes for health and prosperity to all of
our shareholders and take this opportunity to offer thanks
for the support given to us. In conjunction with the
presentation of this business report for the 108th term, we
would like to offer afew words here as an overview.

Our company group has been moving forward with
our medium-term management plan, the “Nichino Step
Forward Plan 2009 (for advancement and rapid
progress) aimed at strengthening our competitive
business power and continuing the expansion of our
earnings capability, and during this, our first fiscal year,
we were able to produce business performance figures
which showed increased earnings and profit compared
with the previous term.

For our agrochemical business division, the core area
of our company group’s business, we made devoted
efforts in domestic and overseas markets to expand sales
of our own developed technical grade and agrochemical
products, and in overseas markets, we made favorable
progress in sales, particularly in the Asian region. We
aso worked to raise our earnings through efforts to
improve prime costs including controlling of cost
increases and manufacturing costs.

In the domestic market, we registered, launched, and
steadily expanded sales of our eagerly-awaited new
insecticide for horticultural use, Phoenix water
dispersible granules, and we aso began sales for this
product overseas. In our areas of business for
pharmaceutical  products, topical antifungal agent
Lanoconazole was sold as an over-the counter
pharmaceutical product, and its sales expanded together
with those for topical antifungal agent Luliconazole, a
pharmaceutical  product for  prescription  use.
Furthermore, as a result of our research and development
over the course of many years, milestone income for this
term increased from contracts for our technological
know-how, thereby contributing to our earnings.

Asaresult of our effortsin the above areas of business,
our company group’s consolidated figures for this fiscal
year amounted to sales figures of 38,732 million yen (a

increase of 1,165 million yen over the previous term),
and with the extraordinary losses from the expenses for
termination of toll production associated with the
transfer of agrochemical business in fiscal 2003 from
Mitsubishi Chemical, the net profit this term was 1,612
million yen (a 71.5% increase of 672 million yen over
the previous term). Based on these business results, our
term-end dividend will be increased by 2 yen to 4.50 yen,
making our dividend for the year amount to 7 yen per
share.

In November of 2008, our company will be
celebrating the 80" anniversary of our establishment.
We owe this to the guidance, support, and cooperation
we have received from al of you, and on behalf of our
directors and al of our staff, | would like to express our
deepest thanks. We have incorporated these feelings of
gratitude into our catch phrase for our 80" year,
“Gratitude fuels our strength for the future”, so these
feelings of gratitude will be the driving force behind our
technological innovations from this point onward, and
we will continue with even further efforts as we strive
toward our 90" anniversary and 100" anniversary as a
company which serves as a reliable corporation that can
be of service to everyone. For the next term we aim to
increase the dividend by 2 yen for our 80" anniversary to
make the dividend for the year amount to 9 yen per
share.

In closing, we ask all shareholders for their continued
guidance and encouragement.

5.20 increase of 1,897 million yen over the previous “Gratitude fuels our strength for the future.” December 2007
Logo & catch phrase for President

term), operating profit of 3,585 million yen (a 46.1%
Nihon Nohyaku’'s 80" anniversary SEl ok

increase of 1,131 million yen over the previous term),
and ordinary profit of 3,235 million yen (a 56.3%
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ales by Segment an

d Outline of Nihon Nohyaku Group

800 million yen

2.0%
Other chemical products

5,900million yen

Overseas agrochemical sales
8,900million yen
23.0%

Breakdown by segment ratio

Landscaping business

Company group sales
38,700 million yen

Service business
900million yen
2.3%

Domestic agrochemical sales
22,100million yen
57.3%

Chemical product business
37,000 million yen

Nihon Nohyaku Group

Chemical product business Landscaping business Service business
Nihon Nohyaku Nichino Ryokka Nihon Nohyaku
Nichino America Nichino Service
Nichino Ryokka Nichino Rec
Nichino Service Japan Eco Tech
Consolidated subsidiaries
Company name Capital Voting rights(%) Main areas of business
Tree plamting, landscape gardening, other
Nichino Ryokka Co., Ltd. 160 million yen 100% landscaping contrancting, des gf“ ng execuion,
management, and sales of chemicals for
gardening and tree planting.
Nichino Rec Co., Ltd. 60 million yen 100% Managemgn t of sports fecilities(golf practice
ranges, tennis courts), etc.
Agrochemical  production, receipt and
Nichino Service Co., Ltd. 3,400 million yen 100% hanc.illng of orders, proc.iuct storage, delivery
services, real estate leasing and management,
storage business.
Nichino America, Inc. 700,000 US dollars 100% Productlgn, .devel opment, and sales  of
agrochemicalsin the US.
Analysis of agrochemical crop residues,
Japan Ecotech Co., Ltd. 20 million yen 100% safety evaluation of chemical substances,
consulting for environmental conservation, etc.
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Chemical Product Business | Landscaping Business | Service Business
Sal&e Figures 37,075 758 899
(millionyen)
Compared with the prewousﬂgcgl year 1999 136 u
__________________________________ (millionyen) |
(percentage) 5.7 15.2 4.0
Op.er-atlng profits 395 20 262
(millionyen)
Compared with the prevlousfl.sc.al year 960 3 13
__________________________________ (millionyen) |
(percentage) 32.6 77.2 55

[Chemical Products Business]
-Domestic agrochemical sales

In the domestic market of this fiscal year, the business environment was difficult, and domestic figures amounted to
319,300 million yen, representing 98.4% of the total for the previous year and aloss of 5,300 million yen (source: Japan
Crop Protection Association). Our company launched Phoenix, our eagerly-awaited new insecticide developed by our
company for horticultural use, and because of its new mode of action and biological effects, sales greatly exceeded what
we had forecasted. In sales of technical grade, we worked to expand sales of products such as Phoenix, paddy rice
fungicide V-get, and insecticide Hachi-Hachi for horticultural use. Nevertheless, with the slump in paddy rice herbicides,
there was a drop in some of our aready-existing products and domestic sales figures for agrochemicals as a whole were
amost in line with those of the previous term.

-Overseas agrochemical sales

We achieved further growth in the region of Asia, particularly for products such as insecticide Applaud in India and
paddy rice fungicide Fuji-One in China, and sales in North America expanded as well. For overseas saes as a whole,
with the effects of aweaker yen also exerting an impact, results exceeded those of the previous term.

Our subsidiary sales company in the United States, Nichino America, worked on expanding local sales of products such
as miticide FujiMite for use on fruit trees, and achieved an increase in profits. Furthermore, in order to further
strengthen our expansion in Europe, we established Nichino Europe Co., Ltd. in Cambridge, U.K. on October 1, 2007

-Other chemical product

In the field of pharmaceuticals, topical antifungal agent Lanoconazole has been sold since February 2007 as an
over-the-counter pharmaceutical under the product names “Windom” and “Zespart”, and its sales, together with sales of
topical antifungal agent Luliconazole, have increased. Also, in the field of intermediates, we worked to expand
intermediates for electronic materials, etc. However, in the fields of home horticulture and home environment
maintenance products (termite control and wood treatment products), sales fell below those of the previous term.

We had an increase in milestone income from contracts for our technological know-how for newly-developed
agrochemicals and animal health products.



[Landscaping and Service Business]

In our tree planting, landscape gardening, and lawn-related work of our landscaping business, due to a decreasein
number and size of our orders, sales fell below those of the previous term.

In our sports facilities area of our service business, our results were largely in line with those of the previous term. In
our production contract work, our results exceeded those of the previous term, and in our agrochemical residue analysis
business, our 100% subsidiary, Nihon Ecotec Co., Ltd., obtained certification as a registered laboratory for the Food and
Sanitation Law from the Ministry of Health, Labour and Welfare, and with the increased demand resulting from the
introduction of the “positive list” system, our results exceeded those of the previous term.

[Research and Development]
<Agrochemical products>

- Phoenix water dispersible granules (new insecticide for Lepidoptera)

We obtained registration in February 2007 and launched the product onto the market that April. In overseas markets,
we moved forward with collaborative development work with Bayer CropScience, and the product has aready been
registered in 5 countries.

-Axel flowable (new insecticide for Lepidoptera and Coleoptera)

Domestically, we have aready applied for registration, and the product is currently under evaluation for registration.
In overseas markets, with BASF as a development partner, the product has been registered and sales have begun in 6
countries.

- Colt water dispersible granules (new insecticide for Hemiptera)
We applied for registration in Japan in April of thisfiscal year, and we have been working on step by step devel opment
overseas as well.

<Veterinary products>

- Promeris (flea and tick remedy for use on pets)

Through Fort Dodge Animal Health, we have pushed forward with the development of insecticide Axel’s active
ingredient metaflumizone as a flea and tick remedy for pets, and in Europe and the United States we have aready
obtained registration and begun its sales. Domestically, it is currently under evaluation as Promeris Cat and Promeris
Dog.

- Prac-tic (fleaand tick remedy for dogs)

With pyriprole as the active ingredient, it is currently in development by Novartis Animal Health as a flea and tick

remedy for dogs, and this fiscal year, we obtained registration for it and launched it onto the market in Japan and Europe.

<Pharmaceutical products>

- Luliconazole (topical antifungal agent)

We are actively pushing forward with development overseas. We set September 2006 for development in China
(Sumisho Pharma International and Hainan Hailing Pharmaceutical Corporation Ltd.), April of this fiscal year for
development in Europe and the United States (Janus Pharmaceuticals), September for Korea (Dream Pharma), and
November for India (Sumisho Pharma International/ Ranbxy Laboratories), thereby entering into contracts with several
different developers.



Nichino News

Seady salesfor Phoenix water dispersible granules!
(new insecticide developed by our company for horticultural use)

Since the onset of its sales, sales for our company’s eagerly-awaited Phoenix water dispersible granules have been moving
forward steadily, and sales results have exceeded what we had forecasted.

In overseas markets, we already obtained registration in countries such as Pakistan and India, and we have planned to
launch the product onto the market in several countriesin succession.

Phoenix water dispersible granule

Pharmaceutical lineup!

The history of our company’s pharmaceutical products began with our development of Malotilate, a drug to improve liver
protein metabolism that first went on sale in 1985 and is still being utilized by physicians today. After Malotilate, our
antifungal agents Lanoconazole and Luliconazole were developed from our research on fungicides for the agricultural
industry, and these antifungal agents are being sold both as prescription and over-the-counter pharmaceutical products by
sales companies in cooperation with us.

Drug to improve liver protein metabolism : Malotilate
Topical antifungal agent
Prescription pharmaceutical product : Lanoconazole
Prescription pharmaceutical product : Luliconazole
Over-the-counter pharmaceutical product : Windom
Over-the-counter pharmaceutical product : Zespart

S T "."__ J
—_—
Lanoconazol el Astat) L uliconazole

Windom Zespart



Development and sales of new animal health products!

The packages shown here are of Promeris Cat and Promeris Dog (flea and tick remedies for pets containing
Metaflumizone, the active ingredient of insecticide Axel, an insecticide currently under development), as well as Prac-tic,

(flea and tick remedy for dogs with active ingredient Pyriprole). Our company is working to actively expand the
development of our animal health products derived from our core technology of our agrochemical business.

Promeris Cat Promeris Dog Prac-tic



Consolidated Balance Sheets

Nihon Nohyaku Co., Ltd. and Consolidated Subsidiaries

September 30, 2006and 2007
ASSETS Thousands of
Millions of yen U.S. dollars (Note 3)
2006 2007 2007
Current assets:
Cash and time AEPOSITS.........c.cveviieeceeice ettt ¥7,002 ¥5,084 $44,209
Marketable SeCUritieS (NOLE 4) .......cccceireeerieire e
Receivables:
Trade notes and trade accounts receivable (NOte 6) ..........ccccvevevveeceiienenens 12,141 12,999 113,035
Loans and Other BCCOUNES.........ccuiievie it s s s ereesereesree e 245 293 2,548
Due from unconsolidated subsidiaries and affiliates (Note 5)........ccceveenen. 426 403 3,504
Less allowance for doubtful receivables (Note 2(9)).....cccceovvvveervneerennnns (30) (6) (52)
12,782 13,689 119,035
INVENLONES (NOLE 7) ...ttt et 7,208 8,316 72,313
Deferred income taxes (NOE 15) .......ccvveeeeiievieece e 644 894 7,774
Prepaid EXPENSES. ... ..ottt e e e et se s re e e ene s s ae e ne e n e s 302 586 5,095
Other CUMTENE BSSELS ...c.vcvierieiiieiee ettt e 112 132 1,148
TOtAl CUMTENT BSSELS ....viiieciiirieere e 28,050 28,701 249,574
Investments and long-ter m receivables:
Investment SECUtiES (NOLE 4) .......cveeviiieieee e e 4,891 4,050 35,217
LONG-term reCaIVADIES.......ccccveireceece e 23 22 191
Investments in unconsolidated subsidiaries and affiliates (Note 4) (Note5) ..... 297 317 2,756
Deferred income taxes (NOE 15) .......c.vveeeiiereeeesieeeesee e 1,130 1,249 10,861
OtNEN INVESLMENES.......eeiviectie ettt ettt s st s st s s e s st s st e saeesaesseessbeesteestestesns 678 675 5,870
Less alowance for doubtful receivables (Note 2(9)) .......coeeeeevvereecererinieenenns (33) (25) (217)
Total investmentsand long-term receivables............coooeeevvevceceseeeenns 6,986 6,288 54,678
Property, plant and equipment (Note 2(6) (7)) :
L8NG .. bbb 5,464 5,358 46,591
BUildings and SITUCLUIES..........ceiviieeieiecieeee ettt s 12,926 12,785 111,174
Machinery and eqUIPMENt.........ccoieeeiiereee e 16,648 16,827 146,322
CONSLIUCEION 1N PIOGIESS .....veiveieeeeiestereeeeetesteeeseste e e stesae e ressesaesesresaeneeseseesaenes 181 436 3,791
35,219 35,406 307,878
Less accumulated depreCiation........cocovveererieerisieneseie s (22,490) (22,423) (194,982
Net property, plant and eqUIPMENT........cccoveeeerereieere e 12,729 12,983 112,896
INEANGIDIE ASSELS ...ttt ene s 1,530 1,178 10,243
TOLAl BSSELS. ...t ¥49.2905 ¥49.150 $427.391

See accompanying Notes to Consolidated Financial Statements.



LIABILITIESAND SHAREHOLDERS EQUITY Thousands of

Millions of yen U.S. dollars (Note 3)
2006 2007 2007
Current liabilities:
Trade notes and accounts payable (NOtE 6) ........ccccecvvereererereeiere e ¥4884  ¥4,281 $37,226
Short-term 10aNS (NOLE 9 ) ... 750 6,522
Current portion of long-term 10ans (NOt€ 9).......cccevrrereririnreierreeseerereeeas 1,972 889 7,730
INCOME taXES PAYBDIE ......cveeeeeeiee e 685 766 6,661
Accrued bonuSES t0 EMPIOYEES.......c.ccviiiereeeceseeee e 497 560 4,870
ACCIUE EXPENSES .....cueveiereerertesteseesessesaeseesessestenessessessesessessessesessessessesessessensesenses 2,668 2,879 25,035
Due to unconsolidated subsidiaries and affiliates (Note 5) .........cceceveeevrvrvreenene. 56 62 539
Other current 11abilitieS (NOLE 6) .....ccveveeeriereeerirerere e 966 2,158 18,765
Total current HabilitieS......ccooeireeeeer s 11,728 12,345 107,348
Long-term liabilities:
Long-term loans, due after one year (NOt€ 9).......cccevvevereriveeese e 2,206 1,317 11,452
Accrued pension and severance CostS (NOtE 10) .....ocvvvevrvveereeiereneresesereeeeas 3,419 3,152 27,409
Retirement benefits for directors and corporate auditors..........cccovceveeererereenene 252 255 2,217
Other long-term liabilitieS........cveieere e 1,684 1591 13,835
Total long-term liabilitieS.......ccoveeireiee s 7,561 6,315 54,913
Contingent liabilities (Note 11)
Minority interestsin consolidated subSIdiaries.......c.ccooureeriererniisineeseseeenens
Net assets:
Shareholders' equity
Common stock, no par value (Note 12),
Authorized: 199,529,000 shares
Outstanding 2006 70,026,782 SNAI€S ........ccccveererrininieeninieesieeeseee s 10,940
Outstanding 2007 70,026,782 ShareS .........couverenereeerinieneree e eesieeseeeens 10,940 95,130
Capital SUrPIUS (NOLE 12) .....ocveieeeeeerieieere st 13,236 13,236 115,096
Retained earnings (NOtE 13)........ccueieuiiieiecieriseeeete et 4,430 5,524 48,035
Less treasury stock, at cost:
2006 846,838shares, 2007 1,059,215SN@r€S........cccrueuererueerieenerieereeeenes (189) (294 (2,557)
Total shareholders eqUILY ..occvcvieeeeceee e 28417 29,406 255,704
Accumulated other comprehensive income (10ss):
Unrealized gains on SeCUritieS (NOtE 4) .......ccecvverereeierenerere e 1,589 1,103 9,591
Foreign currency trandation adjustments .........coceeeveeeeveenseneneeseeeeseene (0)] (19) (165)
Total accumulated other comprehensiveincome (10SS)........cccoveeeeveveenenee. 1,589 1,084 9,426
TOtAl NEEL ASSELS.....ecuiereeereeterer et 30,006 30,490 265,130
Total liabilitiesand Net assets.........ccoveeerrerreerree e ¥49.2905 ¥49.150 $427.301




Consolidated Statements of income

Nihon Nohyaku Co., Ltd. and Consolidated Subsidiaries
For the years ended September 30, 2006 and 2007

Thousands of
Millions of yen U.S. dollars (Note 3)
2006 2007 2007
NEL SAIES (NOLE 17) ..ttt sttt st neas ¥36,835 ¥38,733 $336,809
COSE Of SAIES.... ettt 21,790 22,918 199,287
€01 o] (o) 11 S 15,045 15,815 137,522
Selling, general and administrative EXPENSES......ccoveevveeerereereeerese e 12591 12,229 106,339
Operating iNCOME (NOE 17).....cuiirieerieteeriee sttt 2,454 3,586 31,183
Non-oper ating income (expenses):
Interest and dividend INCOME ... 64 94 817
INEErESE EXPENSES. ... ieeeeeeerieiee et ee ettt ste et te et esae e esesresaeneeneseensens (207) (206) (1,791)
Equity in earnings of unconsolidated subsidiaries and affiliates........................ 10 20 174
Evaluation 0SS 0n investment SECUNTIES........ccveirriererieinesee e 9 (25) (217)
Gain (loss) on disposal of property, plant and equipment  net........ccccccevvvneee. (41) 9 817
Loss on cancellation of production 0N COMMISSION.......cccovvereerererereene e (726) (6,313)
Impairment of fixed assetS (NOLE 2 (7)) .oveevreerrereeeeere e e e (690)
L0ss 0N disposal Of INVENTOMTES ......cccceeirireeieeseeee et (210) (256) (2,226)
OENEN  NEL .ttt ne e (49 9 78
(1,132 (996) (8,661)
Income (10ss) befor @ iNCOME LAXES........ccccviiieeciieces e 1,322 2,590 22,522
Income taxes:
CUITENL ...ttt b et b et b bbb bt e bt e bt b nn bt nnas 695 1,018 8,852
(D= 1= 1 (=0 TSR (313) (40 (348)
TOtal INCOMETAKES ......veveeete ettt bene e 382 978 8,504
[N = T TeTo g1 TSRS ¥040  ¥1612 $14.018

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statements of Changes in Net Assets

Nihon Nohyaku Co., Ltd. and Consolidated Subsidiaries
For the years ended September 30, 2006 and 2007

Millions of yen

Number of
Shares of Additional  Retained Total
Common stock Common paid-in capital earnings Treasury shareholders’
(Thousands) _ stock (Note12) (Note 13) Other stock equity

Balance at September 30, 2005.........cooverereeieieeenierrreens 70,026 10,940 13,236 3,712 1,274 (156) 29,006
Net income for the year ended September 30, 2006...... 940 940
Year-end cash dividends paid (¥3.00 per share) ............ (207) (207)
BONUSES tO AIFECLOrS.......veieeeeeieeereeee s (15) (15)
Other comprehensive income (10ss):

Unrealized gains on securities (Note 4) ................. 283 283
Foreign currency trandation adjustments............... 32 32
Increase of treasury stock during the year ..................... (33) (33)

Balance at September 30, 2006...........cocorerrreerereienenerennns 70,026 ¥10,940 ¥13236  ¥4430  ¥1589  ¥(189) ¥30,006
Net income for the year ended September 30, 2007...... 1,612 1,612
Year-end cash dividends (¥5.00 per share) .......c.cccccueee (346) (346)

Interim cash dividends paid (¥2.50per share) ............... (172) 72
Other comprehensive income (10ss):
Unrealized gains on securities (Note 4) ................. (486) (486)
Foreign currency trandation adjustments............... (219 (219
Increase of treasury stock during theyear ..................... (105) (105)
Balance at September 30, 2007.........ccoeeerrenenecrenieenns 0026 ¥10940 ¥13 236 ¥b.524 ¥1.084 ¥(294)  ¥30490
Thousands of U. S. dollars (Note 3)
Number of
Shares of Total
Common stock Common  Additional  Retained Treasury shareholders’
(Thousands)  stock paid-in capital earnings other stock equity
(Note12)  (Note 13)

Balance at September 30, 2006...........cocvrerrreereeenirerenerenens 70,026 $95130 $115,096 $38,522 $13,817 $(1,644) $260,921
Net income for the year ended September 30, 2007...... 14,018 14,018
Year-end cash dividends paid ($0.043 per share).......... (3,009) (3,009)
Interim cash dividends paid ($0.022 per share) ........... (1,496) (1,496)

Other comprehensive income (10ss):
Unrealized gains on securities (Note 4) ................. (4,226) (4,226)
Foreign currency trandation adjustments............... (165) (165)
Increase of treasury stock during theyear ...................... (913) (913)
Balance at September 30, 2007.........ccvvreerneerereeienenrennns — 70026 $95130 $115006 $48035  $9.426 $(2.557) $265130

See accompanying Notes to Consolidated Financial Statements.
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Consolidated Statements of Cash Flows

Nihon Nohyaku Co., Ltd. and Consolidated Subsidiaries
For the years ended September 30, 2006 and 2007

Thousands of
Millions of yen U.S.dollars (Note 3)
2006 2007 2007
Cash flows from operating activities:
INEBE TNCOME ettt ettt et s e s et e e e st e s e ese e esteseseeseass et ereeseaseaneseeseseeseeseeneenesrensennans ¥940 1,612 $14,018
Adjustments to reconcile net income to net cash provided by (used in)
operating activities
Depreciation and @mMOrtiZatION...........coeirreierieire et 1,602 1,671 14,530
Accrua pension and severance costs, |ess payments (207) (268) (2,331)
Payments on abolition of pension Plans............c.ccrerrennenneeeee e (247)
Accrual retirement benefits for directors and corporate auditors..........c..coceeeverereriecnennes 1 4 35
Increase in allowance for doubtful accounts and other accounts  net............cccccceevennene. 125 18 157
Evaluation loss on investment securities 10 25 217
IMPairMENt Of fIXEH @SSELS.......c.iueirirrerireeee s 690
Gain on sales and disposals of property, plant and equipment  net........c.cccooveeercenenes 26 (117) (1,017)
Equity in net income of unconsolidated subsidiaries and affiliates...........ccccooeeereennencns (20 (20 (174)
Deferred INCOME tAXES .......ceieieeirieeerie ettt ettt (313) (40) (348)
Changesin assets and liahbilities:
Increase in notes and accouNtS reCAIVADIE..........c.oovrrirreecee e (1,061) (856) (7,443)
INCIEASE IN INVENTOTIES ...ttt (703) (1,124) (9,774)
(Increase) decrease in Other CUMTENt @SSELS .......coueereruiririee e 160 (349 (3,035)
(Decrease) increase in notes and accounts payabl ... 2,012 (576) (5,009)
Increase in other current lHabilitiES .........cocuiiiieieecce s 1,097 1,319 11,470
OLNEN e (57) 89 774
Net cash provided by operating aCtiVities..........covovrrrrenreeeiersseseee s 4,165 1,388 12,070
Cash flows from investing activities:
Payments for purchase of fiXed @SSELS........cvviieirieirreeee e (578) (1,005) (8,739)
Proceeds from Sales Of fiXed 8SSELS........cv i 13 293 2,548
Payments for purchase of iNVESIMENt SECUNTIES..........ovrvereeiueieirs s (151)
Payments for purchase of intangible aSSetS .........oo i (151) (727) (6,322)
Deposit in time deposit maturities over three months-net ... (500) (510) (4,435)
Proceeds from sales of investMent SECUMTIES ..o 519
PaymeNtS fOr AOVANCE.........c.ciiieieesicie ettt sa s en et (125) (120) (1,043)
Proceeds from collections Of 8AVANCE...........ccieueiiirniicre e 126 121 1,052
OBNEN <.ttt bbbt 22 (23) (200)
Net cash used in iNVEStiNG ACHIVITIES ........oeiieeeeerieerereere e (825) (1,971) (17,139)
Cash flows from financing activities:
Proceeds from short-term debt-NEL ............oooviiiieicecece e 752 6,539
Repayments of 10Ng-1erM deDE..........cciiiiree s (2,000) (1,897) (16,496)
RePaymMENt O DONG ..ot e (75) (75) (652)
Payments for purchase of treasury SLOCK ...........ccoieirrerriineeree e (33 (105) (913)
DiIVIAENAS PBIG.......ceverireiieeictereeee sttt enas (207) (518) (4,504)
Net cash used in finanCing aCtiVItiS.........ccceveviiieeeeceeeeeee s (2,315) (1.843) (16,026)
Effect of exchange rate changes on cash and cash equivalents............ccccoeoireiernienneicneene 7 ©)] (26)
Net (decrease) increasein cash and cash eqUIVAIENES..........ccovrieceeeennerne e 1,032 (2,429) (21,121)
Cash and cash equivalentsat beginning Of YEaI ..o 4,424 5,456 47,443
Cash and cash equivalentsat end Of YEAr .........ccoririiiirieiee e ¥5.456 ¥3.027 $26.322
Supplemental data:
Cash paid during theyear for  INCOME tAXES .......c.evviueereriirieereeier e ¥139 ¥937 $8,148
INEEIESE ...ttt 207 177 1,539
Cash received during the year for interest and dividends..........c.ccoeevveereiccinciensei e 70 98 852
Cash and cash equivalents, end of year (Note 2(3))
Cash and time deposit excluded maturities of over three month...........ccoeveevecereirnennne. ¥5 456 ¥3.027 $26.322

See accompanying Notes to Consolidated Financial Statements.



Notes to Consolidated Financial Statements

Nihon Nohyaku Co., Ltd. Consolidated Subsidiaries

Basis of presenting consolidated financial statements

The accompanying consolidated financial statements are prepared
from the consolidated financial statements issued for domestic
reporting purposes in accordance with the provisions set forth in
the Japanese Financia products and Exchange Law.

Nihon Nohyaku Co., Ltd. (the Company), and its subsidiaries in
Japan maintain their records and prepare their financial statements
in accordance with accounting principles generally accepted in
Japan, while its foreign subsidiaries maintain their records and
prepare their financia statements in conformity with accounting

Summary of significant accounting policies

(2) Principles of consolidation

The consolidated financial statements include the accounts of
Nihon Nohyaku Co., Ltd. and those of its 100%-owned subsidiary
companies (together , the Companies).

All inter-company transactions and accounts are eliminated.

Investments in which the Company has significant influence or
ownership of 20% or more but less than or equal to 50% are
accounted for under the equity method. Under the equity method,
investments are stated at cost plus/minus the Company’s equity in
undistributed earnings or losses. Consolidated net income includes
the Company’s equity in current earnings or losses of such
companies, after elimination of unrealized inter-company profits.
If the value of an investment has declined and is judged to be other
than temporary, the investment is written down to its fair value.

(2) Trandation of foreign currencies

Foreign currency transactions are trandated into Japanese yen at
rates in effect at the date they are transacted, and the gains or
losses arising on the settlement of the related receivables or
payables are reflected in income or expenses. Monetary current
assets and current liabilities denominated in foreign currencies are
trandated into Japanese yen current exchange rate in effect at
balance sheet date. Others in foreign currencies are trandated at
historical exchange rates. In case where forward exchange
contracts have been entered into, trandations are made at the
contracted rates. Gains or losses resulting trandation gains are
taken into income currently.

All asset and liability accounts and all income and expense
accounts of foreign subsidiaries and affiliates are trandated into
Japanese yen at approximate year-end current rates. The resulting
trandation adjustments are accumulated as a component of
comprehensive income (10ss).

(3) Cash and cash equivalents

Cash and cash equivaents include al highly liquid investments,
generally with original maturities of three months or less, which
are readily convertible to known amounts of cash and are so near
maturity that they present insignificant risk of changes in value
because of changesin interest rates.

(4) Marketable and investment securities

Debt securities and equity securities designated as available-for-
sale, whose fair values are readily determinable, are carried at fair
value with unrealized gains or losses included as a component of
other comprehensive income, net of applicable taxes. Debt

principles generally accepted in the countries of their domiciles.

In preparing the consolidated financial statements, certain
reclassifications and rearrangements have been made to the
consolidated financial statements issued in Japan in order to
present them in a form which is more familiar to readers outside
Japan. In addition, certain notes to consolidated financial
statements which are not required for domestic reporting purposes
areincluded herein for the reader’s convenience.

securities that are expected to be held-to-maturity are carried at
amortized cost. Individual securities classified as either
available-for- sale or held-to-maturity are reduced to net realized
value by a charge to income for other than temporary declines in
fair value. Realized gains and |osses are determined on the moving
average cost method and are reflected in income.

(5) Inventories

Inventories of the Company and foreign subsidiary are valued at
cost, not in excess of market, cost being determined on the average
cost basis. Inventories of Japanese subsidiaries are valued at the
average cost except work-in process construction which is stated
at job order cost individualy.

(6) Property, plant and equipment and depreciation

Property plant and equipment are stated at cost. Depreciation of
property, plant and equipment is computed by the straight-line
method for the Company and foreign subsidiary and by the
declining-balance method for domestic subsidiaries. The
straight-line method is applied to buildings acquired after April 1,
1998 for Japanese subsidiaries.

Depreciation is computed at rates based on estimated useful lives
as described by tax regulations for the Company and Japanese
subsidiaries and on estimated useful lives. Significant renewals
and additions are capitalized at cost. Maintenance and repairs, and
minor renewal's and betterments are charged to income as incurred.
(7) Impairment of fixed assets
The “Accounting standard for Impairment of Fixed Assets’ was
issued on August 9, 2002 by Business Accounting Council.

This standard requires an entity to review its' long-lived assets
for impairment changes wherever events or changes in
circumstances indicate the carrying amount of an assets or asset
group may not by recoverable. An impairment loss shall be
recognized by reducing carrying amount of assets or asset group to
the recoverable amount to be measured as the higher of net selling
price and value in use. The Companies applied this new standard
for the fiscal year ended September 30, 2006. As a result, the
Companies recorded impairment loss of ¥690 million (US$6,000
thousand).

(8) Derivative instruments and hedging activities

The Company has certain financia instruments including financial
assets and liabilities incurred in the normal course of business.
Such financial instruments are exposed to market risk arising from
the changes of foreign currency exchange rates and interest rates.
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In applying a consistent risk management strategy for the purpose
of reducing such risk, the Company uses derivative financial
instruments, which include foreign exchange forward contracts,
foreign currency option contracts, and interest rate and currency
swap agreements. The Company does not use derivative financial
instruments for trading or speculative purposes. Foreign exchange
forward contracts and foreign currency option contracts are
utilized to limit the exposure affected by changes in foreign
currency exchange rates on cash flows.

These instruments are executed with creditworthy financial
ingtitutions.
(9) Allowance for doubtful accountsreceivable
Allowance for doubtful accounts receivable is provided for in an
amount sufficient to cover possible losses on collection.
Allowance for doubtful accounts is provided based on the actual
historical default rate of past three years for normal loans, and
based on individually estimated assessed amounts for doubtful and
default loans.
(10) Accrued bonusesto employee
The companies follow the genera Japanese custom that
companies pay bonuses to employees in June or July and
December. Accrued bonus liability to employees at the baance
sheet date is the estimated amounts to be paid in December to be
charged to current income.
(11) Retirement benefitsfor directorsand corporate auditors
Allowance for retirement benefits for directors and corporate
auditors (“Officers”) of the Company and all domestic subsidiaries
is provided based on the Companies pertinent rules and is
calculated as the estimated amount which would be payable if al

U.S. Dollar Amounts

U.S. dollar amounts presented in the financia statements are
included solely for the convenience of the reader and have been
trandated, as a matter of arithmetical computation only, at the rate
of ¥115=US$1, the approximate current rate at September 28,

Marketable and investment securities

officers were to retire at the balance sheet date. Any amounts
payable to Officers upon retirement are subject to approval at the
annual stockholders' meeting.

(12) Bonusesto directors and corporate auditors

Effective October 1, 2005, the Companies changed the method of
accounting for bonuses to directors and corporate auditors
(“Officers”) from appropriation of retained earnings to expenses
on accrual basis. The Companies provided bonuses to Officers of
¥25 million (US$217 thousand) for the year ended September 30,
2007.

(12) Research and development costs

Research and devel opment costs are expensed as incurred.

(13) Income taxes

The Companies are subject to a number of different taxes based on
income, such as corporate income tax, inhabitant tax and
enterprise tax. These taxes are charged to current income on an
accrual bases.

The ordinary relationship between income tax expenses and
pretax accounting income is distorted by a number of items,
including various tax credits and certain expenses not deductible
for income tax purposes. The deferred income taxes are arisen
from temporary differencesin the above-mentioned items.

The provision for income taxes is computed based on the pre
tax 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 consequences of
temporary differences between the carrying amounts and the tax
basis of assets and liabilities.

2007 (September 29,and 30, 2007 are holidays, so Tokyo
exchange market was closed) . These tranglations should not be
construed as representations that the yen amounts actually
represent, or have been or could be converted into U.S. dollars.

The aggregate cost, gross unrealized gains and losses and fair value pertaining to available-for-sale securities and held-to-maturity securities

of marketable and investment securities are as follows:

Millions of yen

September 30, 2006

September 30, 2007

Gross Gross Gross Gross
unrealized unrealized Fair unrealized unrealized Fair
Cost gains losses value Cost gains losses value
Available-for-sale:
Equity securities ¥1,562 ¥2 691 ¥32 ¥4,221 ¥1,538 ¥1,883 ¥A7 ¥3,374
Investment fund.........cccovveeeeiiencccc e 71 20 91 71 24 95
Held-to-maturity
878 878 898 898
¥2511 ¥2711 ¥32 ¥5.190 ¥2.507 ¥1.907 ¥47 ¥4.367
Thousands of U.S. Dollars
September 30, 2007
Gross Gross
unrealized unrealized Fair
Cost gains losses value
Available-for-sale:
Equity securities. $13,374 $16,374 $409 $29,339
Investment fund....... 617 209 826
Held-to-maturity
EQUITY SECUNTIES......cuiucieieiriescecteisi ettt et s st s s e s st s s ne e s s s s e s 7,808 7,808
Bond........ccccuceee.
Totd.... $21.799 $16.583 $409 $37.973

In September 2002, the Company contributed certain marketable equity securities tomén employee retirement benefit trust, with no cash
proceeds thereon. The fair value of these securities as of September 30, 2007 was ¥936million (US$8,139thousand).
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Account balances and transactions with affiliates
Account balances and transactions with affiliates are presented below:

Millions of yen

Thousands of U.S. dollars

September 30 2006 2007 2007
ACCOUNLS FECEIVADIE, TrAUE .......eveieeieceeesee ettt sttt e e e e st be e seesssesreneas 426 ¥403 $3,504
ACCOUNES FECEIVADIE, OLNET ...ttt sb e sbessaeeeas

ACCOUNLS PAYADIE, TFBAE ...t e 1 41 357
Accounts payable, other 55 21 183
INVESEMIENES ...ttt et ettt et e et e e s beeeabeeebeesabeeseeesse e beessseesbeesasesnseesreesaneanseens 297 317 2,756

Millions of yen

Thousands of U.S. dollars

Years ended September 30 2006 2007 2007
SAlBS ..ottt et b et b b e b e Rt he e be b et e e b e ebe b et e Rt eaeebeeb e b eReeReebenre b ensereeaeeberens ¥647 ¥568 $4,939
(@11 QL=< 10 [ 2 0 0
Purchase and operating expenses... 31 24 209
Interest and diVIAENT INCOME ......cc.oouiiieiceiceececeeee ettt ettt et et steeeesteeseesbeeseesesseane 6 5 43

Effect of bank holiday on September 30, 2007

In case the balance sheet date is a bank holiday, notes maturing on the balance sheet date were settled on the following business day and
accounted for accordingly. Accounts outstanding as at September 30, 2007, whose settlement was postponed, were as follows:

Trade NOLES TECEIVADIE.........eocviceececee ettt ettt s stesre e tesbeentesreeaneee e ¥1,168
Trade NOLES PAYADIE.......c.oeieeeeeeee e 134
Trade notes payable for equipment included in other current liabilities 16

o Il Inventories
Inventories comprise the following:

$10,157
1,165
139

Millions of yen

Thousands of U.S. dollars

September 30 2006 2007 20067
Finished goods and MerchandiSe ..........cooreereiiniie et ¥4,585 ¥5,217 $45,365
Raw materials and supplies 1,884 1,690 14,696
WOrK in process.......c.ccceveeeerereeuenenn 722 1,391 12,096
WOrK in Process  CONSITUCTION ....c.ceveeueieiieresire et 17 18 156

¥7.208 ¥8.316 $72.313

N\ Il Lease assets

The Company and its consolidated subsidiaries |ease machinery and equipment, under financial leases which are not deemed to transfer the

ownership of |ease assets to the Companies.
Lease assets are as follows:

Millions of yen

Thousands of U.S. dollars

2006 2007 2007
Machinery and equipment ¥584 ¥519 $4,513
Accumulated amortization (370) (281) (2,443)
¥214 ¥238 $2.070

The total future minimum payments as of September 30, 2007 including interest are as follows:

Millions of yen

Thousands of U.S. dollars

DUE WiIthin ONE YEBI ...vvevieeiecieieieisesisise et sese sttt sttt s st ssesesssse s nsesssesesssnssnnas ¥80 $696
DUE @B ONEYEAN .....eieiieiieteee ettt bbbt ne bt 158 1374
Total MIiNIMUM PAYMENES.......c.cerererieiiirire sttt se s bbb as e s e sesesenes ¥238 $2.070
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Note o NS

Long-term loans at September 30, 2006 and 2007 are as follows:

Millions of yen Thousands of U.S. dollars

2006 2007 2007

Loans, principally from banks, due through September 2010, with 1.55% t02.24% interest rate

per annum at September 30, 2007:

Secured .............. ¥3,446 ¥1,549 $13,470
Unsecured 7 7 60
3,453 1,556 13,530

Unsecured yen bonds, due September 2010, with interest rate of 0.95 % per annum........ 725 650 5,652
4,178 2,206 19,182

Current portion of 10NG-terM 1O8NS ...........cciriiiereerre e (1,972) (889) (7,730)
Long-term loans, due after one year ¥2.206 ¥1317 $11 452

The annual maturities of long-term loans outstanding at September 20, 2006 are as follows:

Year ending September 30

Millions of yen Thousands of U.S. dollars

¥889 $7,730
786 6,835
525 4,565

0 0

6 52
¥2.206 $19.182

Property, plant and equipment of ¥9,460 million (US$82,261 thousand, less accumulated depreciation) is pledged as collateral for long-term

loans of ¥1,549 million (US$13,470thousand).

Short-term loans from bank with 6.12% interest rate per an um is ¥750 (US$6,522 thousand).

everance and pension plans
Upon terminating employment, employees of the Company and
Japanese subsidiaries are entitled to lump-sum indemnities or
pension payments as described below. For employees voluntarily
retiring, under normal circumstances, minimum payment is an
amount based on current rates of pay and length of service. In
calculating minimum payment for employees involuntarily retiring,
including employees retiring due to meeting mandatory retirement
age requirements, the Companies may grant additional benefits.
With respect to directors’ and corporate auditors' resignations,

lump-sum severance indemnities are paid subject to the approval
of the companies shareholders and not covered with the pension
plan.

On April 30, 2006, the Company arranged contributory funded
defined benefit pension plans to cover 50% of the indemnities
under the existing regulations to employees. Domestic
subsidiaries have no benefit pension plans, 100 % of indemnities
is covered by severance payments by them.

The components of net pension and severance costs for the years ended September 30, 2006 and 2007 are as follows:

Millions of yen Thousands of U.S. dollars

Years ended September 30 2006 2007 2007
SEIVICE COSE..nvvaeeteseeestie sttt bbbttt ¥243 ¥246 $2,139
Interest cost on projected benefit obligation.... 145 79 687
Expected return 0N Plan 8SSELS ........coeveiieieieicecrerres et (22) (34) (295)
RECOGNIZEA ACLUAITAl 10SS ... eeveeeeeierie ettt 4) (26) (226)
Amortization of unrecognized net obligation at tranSition...........coceereiereinneienecereeeiene 32 32 278
AMOrtiZation Of Prior SEIVICE COSL......iiuiiiiiriirisieirieteie ettt e s b s s e sesens 2 (1) (9)
Net PEriodic DENEFIT COS....viuiriririririiicee et snas ¥396 ¥296 $2.574
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The benefit obligation and plan assets, funded status and composition of amounts recognized in the consolidated balance sheets at September

30, 2006 and 2007 are as follows:

Millions of yen Thousands of U.S. dollars

2006 2007 2007
BENEfit ODlIgatioN .......cucvieciicvecce ettt bbb ¥4,178 ¥4,068 $35,374
Unrecognized actuarial profit 460 502 4,365
Unrecognized net obligation at tranSitioN ... (286) (254) (2,209)
UnNrecogniZed Prior SEIVICE COSE.....uiuiiiiiiiiiiisieiesistes sttt saesens 45 44 383
Fair value Of Plan @SSELS* ..ottt (978) (1,208) (10,504)
NEt amMOUNE FECOGNIZEM.........eeveeeeeiiierere ettt ¥3.419 ¥3.152 $27.409

* The Company contributed certain marketable equity securities to an employee retirement benefit trust, which isincluded in plan assets (Note 4).

Assumptions used as of September 30, 2006 and 2007 were as follows:

2006 2007
DISCOUNE FALE........eesieeeeieretet ittt bbbttt b ettt 2.0% 2.0%
EXPected return ON Plan 8SSELS ......c.c.c ittt 3.5% 3.5%

([q:R&Y Contingent liabilities

The Company has contingent liabilities amounting to ¥652 million (US$5,670thousand), mainly arising as guaranty of subsidiary company’

borrowing at September30, 2007.

Common stock and capital surplus

Under the Japanese Corporate Law, the entire amount of new
stock issue price is required to be accounted for as common stock,
athough an amount not exceeding one-half of the issue prices
could be accounted for as additional paid-in capital by resolution
of the Board of Directors. Additional paid-in-capital and other

oK Retained earnings

Retained earnings at September 30, 2006 and 2007 include a legal
reserve of ¥1,574 million and ¥1,574 million (US$13,687
thousand), respectively. The Japanese Corporate Law provides that
an amount equal to at least 10% of cash dividends from retained
earnings paid by the Company and its Japanese subsidiaries be
appropriated as a legal reserve. No further appropriations are
required when the total amount of the additional paid-in capital
and the legal reserve equals 25% of their respective stated capital.
The Japanese Corporate Law aso provides that to the extent
which the sum of the additional paid-in -capital and the lega

([ CRYE Research and development costs

lega reserve could be distributed, by resolution of Board of
Directors, in the form of free shares to sharehol ders.

Additional-paid-in  capital amounting to ¥8,236 million
(US$71,617thousand) is included in capital surplus at September
30, 2007

reserve exceeds 25% of the stated capital, the amount of the
excess, if any, is available for appropriations by the resolution of
the shareholdersin principle.

The amount of retained earnings available for dividends is
determined in accordance with the Japanese Corporate Law.
Retained earnings at September 30, 2007 do not reflect year-end
dividends of ¥310 million (US$2,696thousand) for the year ended
September 30, 2007, which are formally approved at the general
shareholders' meeting held on December 18, 2007, and will be
payable subsequently.

Research and devel opment costs charged to operating expenses for the rears ended September 30, 2006 and 2007 are ¥3,434 million and

¥3,369million (US$29,296thousand), respectively.

([N Income taxes

Reconciliation of the differences between the statutory tax rate and the effective income tax rate is as follows:

2006 2007

S (010 Y = = (=TSO TSSO U PP 40.7% 40.7%

Increase (reduction) in taxes resulting form:

Permanent differences unrecognized iNCOME taX EXPENSES.........ccvireeriiriririeireerese e esess st ss e sse e ssesasesaesensens 27 13
Permanent differences Credited 10 INCOME. ...t 1.3) (0.7)
21 1.0
(15.3) (4.6)

28.9% 37.7%

17



The significant components of deferred tax assets and liabilities are as follows:

Millions of yen Thousands of U.S. dollars
2006 2007 2007
Deferred tax assets:
Accrued pension and retirement Benefit COSES.......covrirrmiriinneiereess e ¥1,634 ¥1,536 $13,357
ACCIUEH DONUS........eouviticie ettt sttt ettt et e et e st e besbe et e steeneesaesreesbesrean 202 228 1,983
Provision for retirement benefits for directors and corporate auditors............c..ccucuee... 102 104 904
ACCIUBH EXPENSES......cvueietenerteuirestees st ss et sb et se bbbt s e b et b et se e b et b s e s e b e e neebe e ens 329 611 5,313
Evaluation loss of marketable and investment SECUNti€s.........oooviceevceiccvie e 288 286 2,487
Impairment of fixed assets........cccovvvveieveerceiesceeeeene 281 167 1,452
Operating loss carryforwards for tax purposes 3
(1 1= R 147 84 730
GroSS AEfEITEA TAX ASSELS ......vviiviiitie ettt ettt e e ba s sb e s sbassabeesbessaneeans 2,986 3,016 26,226
Less vauation allowance for deferred tax aSsetS........covvvereerereerinenereienneens
DL = o [ = = 5= £ 2,986 3,016 26,226
Deferred tax liabilities:
Gain on securities contribution to employee retirement benefit trust.........c.cccoevereneee. (122) (116) (1,009)
Unrealized gains ON SECUMLIES..........cccviurieiieeeiere ettt bbb s (1,090) (757) (6,582)
Gross deferred tax [1abilitiES........cccceeieeiceee e (1,212) (873) (7,591)
Net dEfErred taX @SSELS ......cerrerrrererireeieteeeeere st sene e s ¥1.774 ¥2.143 $18.635
Per share data
Yen U.S. dollars
2006 2007 2007
NN 070 4 TSRS ¥13.58 ¥23.35 $0.203
CASN QIVIENGS. ......cviveiiiirie ettt bbbttt b bbbttt b bbb 5.00 7.00 0.061
SharENOIAEIS EOUILY ...ttt bbbttt n bt 433.74 442.09 3.844

18



Segment information

(1) Business segments

The Companies operate principally in the following business segments:

Chemicals: Agrochemical products, medica products, and other
non-agrochemical products

Construction: Landscape gardening of golf clubs and parks, sales of lawn

turf and related products
Service: Rent of real estate, warehousing and management of sport
facilities such as tennis court, golf training center

For the year ended September 30, 2006

Millions of yen

Consolidated

Chemicals Construction Service Total Elimination total

Net sales and operating income:

Net sales
(1) Net sales to OutSIde CUSLOMENS...........covecriecrriecmniecinieeinieecs e ¥35,076 ¥895 ¥864 ¥36,835 ¥ ¥36,835
(2) INEEI-SEYMENT ....coveevveeeeeereseeseeeeeeeseeseeess s eessssessees s sssssssneees 6 1 786 793 (793)
TOUA .ottt 35,082 896 1,650 37,628 (793) 36,835
OPErating EXPENSES .....cuvvevreririerrretnesesesssesessssesesssssesessssesssssesessssssssssssessssenes 32,137 907 1,401 34,445 (64) 34,381
Operating iNCOME (10SS)......ccvueviuriieeirieeiieeirtie ettt ¥2.945 ¥(11) ¥249 ¥3.183 ¥ (729) ¥2.454
Assets, depreciation and capital expenditures:
AASSSELS ...t bbb bbbt ¥46,100 ¥492 ¥2,703 ¥49,295 ¥ ¥49,295
DEPIECIALION ...ttt bbb 1,502 0 100 1,602 1,602
Capital EXPENAITUIES........cvvrereeeeerieirriereee e sssesesnsseses 780 7 787 787
For the year ended September 30, 2007
Millions of yen
Consolidated

Chemicals Construction Service Total Elimination total

Net sales and operating income:
Net sales

OPErating EXPENSES .....ocuevirerereirieretseseeisie st sse e nens
Operating iNCOME (10SS) ......veueurueuerririeieieieiseresesiere e nes

Assets, depreciation and capital expenditures:

DEPIECIALION ....cecvieierereeieie sttt bbb
Capital EXPENAITUIES........ccevrerieereeieirreeree et ssesesesneses

¥37,076 ¥758 ¥899 ¥38,733 ¥ ¥38,733
6 7 776 789 (789)
37,082 765 1,675 39,522 (789) 38,733
33,176 785 1413 35,374 (227) 35,147
¥3.906 ¥ (20) ¥262 ¥4.148 ¥ (562) ¥3.586
¥46,066 ¥A27 ¥2,657 ¥49,150 ¥ ¥49,150
1,578 1 92 1,671 1,671
1,760 4 1,764 1,764
Thousands of U.S.dollars
Consolidated

Chemicals Construction Service Total Elimination total

Net sales and operating income:
Net sales

OPErating EXPENSES .....cucuvriririeieieteisereeieie bbbt be bbb bes s
Operating EXPENSES (10SS) .....cuvururureririeieieirirereresieie s ssssees

Assets, depreciation and capital expenditures:

DEPIECIALION ...t
Capital eXPENAITUIES........ccoceeeeeirirereeieiei st

$322,400 $6,591 $7,818  $336,809 $ $336,809
52 61 6,748 6,861 (6,861)

322,452 6,652 14,566 343,670 (6,861) 336,809

288,487 6,826 12,287 307,600 (1,974 305,626

$400,574 $3,713 $23,104  $427,391 $ $427,391
13,722 9 800 14,531 14,531
15,304 35 15,339 15,339
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(2) Net salesin overseas counties

For the year ended September 30, 2006

Millions of yen

Asia America Europe Other Total
. NEet SAESIN OVErSEAS COUNITIES ......veiieicciie ittt et eae e ¥3,487 ¥3,262 ¥1,228 ¥276 ¥8,253
. Consolidated NEL SAIES........coviueieieiiiier s 36,835
. Percentage of consolidated Nt SAIES ........c.ceeirirrerrieieecee s 9.5% 8.9% 3.3% 0.7% 22.4%

For the year ended September 30, 2007
Millions of yen

Asia America Europe Other Total
. Neét SAleSiN OVErSEaS COUNETIES........cveveieeeeeee ittt st eeesreereennas ¥4,131 ¥3,437 ¥967 ¥392 ¥8,927
. CoNSOlidated NEL SAIES.......coceeieeeceeeetie et sresraeeaes 38,733
. Percentage of consolidated nNet SAlES........ccceevveiieiceincecese e 10.7% 8.9% 2.5% 1.0% 23.1%

Thousands of U.S. dollars

Asia Americas Europe Other Total
. NEt SAES N OVEISEAS COUNIIIES .....e.eeeeeeeeeeeeseeeeeee e et eeeeseeaeeeeseneeeeeseeseneeeeans $35,922  $29,887 $8,409 $3,408 $77,626
. CoNSOliAated NEL SAIES.......coceeeeie ettt sresraeeaes 336,809
. Percentage of consolidated net Sales..........coeorrenreinineneee e 10.7% 8.9% 2.5% 1.0% 23.1%



Report of Independent Auditors

KYOWA AUDIT CORPORATION
CERTIFIED PUBLIC ACCOUNTANTS (JAPAN)

OFFICE:
MIYAKO BUILDING,

3-1-8 NIHONBASHI MUROMACH]
CHUO-KU, TOKYO  103-0022
TEL: (03) 3241-5956

FAX : (03) 3246-0068

TheBoard of Directors and Shareholders
Nihon Nohyaku Co., Ltd.

We have audited the consolidated bal ance sheets of Nihon Nohyaku Co., Ltd. (the Company) as of September 30, 2007
and 2006, and the related consolidated statements of income, changes in net assets and cash flows for the years then ended,
al expressed in Japanese yen. These financial statements are the responsibilities of the Company’s management. Our
responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits of these statements in accordance with auditing standards generally accepted in Japan. Those
standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide areasonable basis for our opinion.

In our opinion, the consolidated financia statements referred to above present fairly the consolidated financial position
of Nihon Nohyaku Co.,Ltd. and its subsidiaries at September 30, 2007and 2006, and the consolidated results of their
operations and their cash flows for the years then ended in conformity with accounting principles generally accepted in
Japan, applied on a consistent basis.

We have also reviewed the translation of the financial statements mentioned above into United States dollars on the

basis described in Note 3. In our opinion, such statements have been translated on such basis.

Tokyo, Japan
December 18, 2007
KyowaAudit Corporation
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Corporate Information

[Board of Directors and Corporate Auditors]

President

Director,
Senior Managing Executive Officer

Directors,
M anaging Executive Officer

Directors, Executive Officer

Director

Corporate Auditors

Head Office

2-5, Nihonbashi 1-chome, Chuo-ku,
Tokyo 103-8236, Japan
Td :(03)3274-3374

Fax:(03)3281-5462

Branches

Sapporo, Sendal, Tokyo, Osaka, Fukuoka
Over seas Offices

Bangkok, Thalland

Shanghai, China

Research Laboratories
Kawachinagano (Osaka)

Shukichi Ohuchi* Executive Officers

Masahiro Aimi

Eiji Kikyo
Toshinobu Ito

Hiroshi Hamaguchi
Youichi Kouyama

Kaoru Hirose
Takamichi konno

Kouichi Mano
Yousuke Tomoi

Hiroyuki Nakajima

Sadao Urabe
Akiralida
Manabu Tanaka

[Offices, Subsidiaries and etc.]

Nurseries

Hiroyuki Nakashima
Shin Sakuma

Hideji Hosoda
Masanori Yoshida
Kazuhisa Goh
Sumitaka Kose
Nobumasa Hamade

* Representative Director
(As of December 18,2007)

Yotsukaido (Chiba), Naganuma(Hokkaido)

Subgdiaries

Nichino Ryokka Co., Ltd.
Nichino Rec Co., Ltd.
Japan Ecotech Co.,, Ltd.
Nichino Service Co., Ltd.
NichinoAmerica, Inc.

Nichino Europe Co., Ltd. (Establishment of October 1, 2007)
General Megting of Shareholders

The ordinary generd mesting of the Company’s shareholders
isusudly held in December each year in Tokyo.
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