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Millions of Thousands of
Japanese Yen  U.S. Dollars

2004 2003 2002 2001 2000 2004
For the year:

Net sales ¥48,631 ¥48,048 ¥49,949 ¥54,758 ¥53,273 $458,783
Operating income 1,817 1,863 1,137 2,288 1,667 17,142
Net income (loss) 2,037 1,041 346 (1,079) (2,031) 19,217
Net cash provided by operating activities 4,103 7,161 6,254 3,336 429 38,708

At year-end:
Net property, plant and equipment ¥18,031 ¥19,436 ¥20,883 ¥21,656 ¥22,720 $170,104
Total assets 51,440 56,228 58,954 64,306 66,175 485,283
Total shareholders’ equity 27,699 26,380 25,616 25,254 27,448 261,311

Japanese Yen U.S. Dollars

Per share amounts:
Net income (loss) ¥031.18. ¥016.05. ¥005.34. ¥ (16.56.) ¥ (29.51.) $0.29.
Cash dividends 6.00. 4.00. 2.00.  2.00.  2.00..... 0.06.
Shareholders’ equity 428.05. 409.16. 397.15. 387.69. 421.37..... 4.04.

Ratios:
Operating income to net sales (%) 3.7.% 3.9.% 2.3.% 4.2.% 3.1.%

Net income (loss) to net sales (%) 4.2. 2.2. 0.7. (2.0.) (3.8.)
Equity ratio (%) 53.8. 46.9. 43.5. 39.3. 41.5.
Return on equity (%) 7.5. 4.0. 1.3. (4.1.) (7.0.) .

Note: U.S. dollar amounts have been translated from yen, for convenience only, at the rate of ¥106=US$1, the approximate rate of exchange prevailing on
March 31, 2004, as described in Note 1 of Notes to Consolidated Financial Statements.
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Message from the President

In the year ended March 31, 2004, the domestic economy

showed signs of recovery, including increases in exports and

capital expenditures, which benefited from improvements in

corporate earnings. Instability of the financial system and

deflationary trends failed to dissipate, however, and personal

consumption and employment conditions remained weak.

In response, the Japan Vilene Group pursued its structural

reforms and worked aggressively to expand sales and cut costs

to achieve the targets outlined in its medium-term manage-

ment plan.

As a result, consolidated net sales for the year amounted to

¥48,631 million, up 1.2% from the previous term. Operating

income dipped to ¥1,817 million, but net income surged 95.7%

to ¥2,037 million. This was due principally to extraordinary

income in the form of a ¥1,146 million gain on transfer of the

substitutional portion of the governmental pension program.

Profit Appropriation

Recognizing the return of profits to shareholders as a top pri-

ority, Japan Vilene has a basic policy to make stable dividend

payments. We also believe that retaining earnings for long-term

growth is crucial to ensure shareholder return.

Consistent with this policy, and having achieved our goals

for the year ended March 31, 2004, we declared a special year-

end cash dividend of ¥2.00 per share to commemorate the 20th

anniversary of the Company’s listing on the First Section of

the Tokyo Stock Exchange. Added to the regular dividend, this

brought the total year-end dividend to ¥6.00 per share.

Outlook

Despite expectations of continued global economic recovery

and improvements in domestic corporate earnings, personal

consumption and employment conditions in Japan will likely

remain flat. Moreover, the ongoing shift of production to over-

seas locations will affect domestic sales prices, and there is

uncertainty about the direction of the world economy and raw

material prices. The Japan Vilene Group will continue to operate

in this  environment.

Facing these challenges,

we will seek recovery in

growth and improved

profits by developing

top-quality products and

highly functional nonwoven fabrics, as well as by enhancing

Group-wide efficiency on a global basis.

We will reinforce our competitiveness in such fields as auto-

motive materials, air filters, and medical and consumer mate-

rials while working to gain market share by attracting new

customers. At the same time, we will expand sales in new fields,

including highly functional face masks, plaster materials and

chemical filters. We will also strive to meet demand for battery

separators in the rapidly growing Chinese market, and we will

broaden overseas operations by establishing an air filter com-

pany in China and expanding our car floor mat production in

North America.

For the fiscal year from April 2004 to March 2005, the Group

is targeting consolidated net sales of ¥50.0 billion and net

income of ¥1.5 billion.

Going forward, we will pursue higher earnings through

improvements in corporate value. To raise the efficiency and

transparency of our operations, we will reinforce corporate gov-

ernance and extensively upgrade our compliance systems. We

look forward to your ongoing support and encouragement as

we embrace the challenges of the future.

June 29, 2004

Yutaka Tanaka

President
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For the period ended March 31, 2004, consolidated net sales

amounted to ¥48,631 million, up 1.2% from the previous fis-

cal year. Operating income slipped 2.4% to ¥1,817 million,

but net income advanced 95.7% to ¥2,037 million. This was

due primarily to a ¥1,146 million gain on transfer of the sub-

stitutional portion of the governmental pension program.

Performance by Division

Sales of apparel materials declined 3.8% to ¥6,758 million. In

the interlinings field, more companies procured materials off-

shore as they continued to shift their sewing operations over-

seas. This led to a decline in domestic demand and a signifi-

cant fall in sales. Sales of wadding materials, by contrast, grew

considerably thanks to the growing demand from the casual

fashion market.

Sales of automotive materials edged up 0.7% to ¥15,699 mil-

lion. Sales of car floor mats in Japan and North America

rose substantially owing to stepped-up efforts to promote the

environmental and noise-reduction benefits of our offerings,

together with our North American company VIAM, which led

to our products’ adoption in new vehicles. In the car headliner

field, products with new functions were adopted in new

vehicles, but sales remained largely unchanged due to a decline

in prices.

In the air filter segment, sales were up 0.4% to ¥8,663 mil-

lion. During the period, sales of filters for use in clean-room

facilities increased owing to brisk capital spending by digital

electronic companies. Sales of car cabin air filters jumped dra-

matically, due to higher sales of new vehicles and stronger efforts

to meet replacement demand. Sales of air filter materials

declined slightly, due to longer filter replacement cycles.

Management’s Discussion and Analysis

In the medical and consumer materials segment, sales grew

2.4% to ¥6,584 million. Sales of base materials for cold com-

presses were down, due to competition and a decline in demand

stemming from the increased medical costs borne by insured

people. Following the SARS virus outbreak, sales of our

industrial-use face masks expanded rapidly due to their excellent

molding and dust-prevention qualities. Sales of commercial-

use dust mops also increased thanks to our efforts to expand

sales of new items.

Sales of industrial materials rose 2.6% to ¥5,855 million.

During the year, new businesses in the North American and

Japanese markets boosted sales of photocopier cleaning rolls.

Sales of printed circuit board bases also increased as we con-

centrated on broadening overseas sales. Owing to expanded

sales to major users and stable demand for our high-value-added

products, sales of liquid filtering materials climbed significantly.

In the electrical materials segment, sales advanced 13.9% to

¥4,108 million. Sales of battery separators for nickel cadmium

(Ni-Cd) batteries declined as solid demand for power tools in

North America was outweighed by falling domestic demand,

due to the ongoing shift of production and procurement over-

seas among Japanese battery makers. Sales of separators for

nickel metal hydride (Ni-MH) batteries rose considerably due

to growing demand for batteries replacing dry-cell types, in

such products as digital cameras. Sales of materials for hybrid

cars also rose substantially, benefiting from strong sales of new

vehicles.

Sales from other businesses fell 9.5% to ¥960 million, due

mainly to a decline in sales of intestinal catheters and other

medical implements.
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Performance by Region

In Japan, sales rose 2.7% to ¥43,152 million. During the year,

recoveries in capital investments and share prices underscored

an increasingly positive economy, which boosted sales, espe-

cially in the electrical materials and industrial materials seg-

ments. However, the overall sales gain was limited by the

ongoing offshore sourcing of materials by apparel manufactur-

ers, as well as by longer times between filter replacements in

the air filter segment. Domestic operating income fell 5.6% to

¥1,429 million, as higher sales failed to compensate for increased

retirement benefit expenses.

In the United States, sales of car floor mats by VIAM Manu-

facturing, Inc., increased on a local currency basis. Due to yen

appreciation, however, U.S. sales in yen terms declined 12.1%

to ¥5,896 million. Operating income, however, climbed 11.9%

to ¥375 million, thanks to efforts to cut manufacturing costs

and selling, general and administrative expenses.

iii

Cash Flows

Net cash provided by operating activities amounted to

¥4,103 million, down from ¥7,161 million. The decline

stemmed primarily from an increase in the previous year due

to the liquidation of accounts receivable.

Net cash used in investing activities totaled ¥453 million,

down from ¥1,242 million, due to increased proceeds from

sales of investment securities and lower purchases of invest-

ment securities.

Net cash used in financing activities was ¥4,999 million, up

from ¥4,152 million. The increase stemmed mainly from the

redemption of convertible bonds.

As a result, cash and cash equivalents at fiscal year-end stood

at ¥3,648 million, down ¥1,387 million from a year earlier.
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