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cutting edge on a solid foundation

The Erhort letterpress was the origin of Toppan’s platemaking technology

<

Toppan Printing Co., Ltd., was founded more than a
century ago in 1900. The Company’s name is derived

from the Erhort letterpress printing method, which
was the most advanced printing technology available
at the time of the Company’s establishment. Toppan has since
recorded significant growth as an integrated printing company
that continually adopts new technology, and now occupies a solid
position as a leader in the Japanese printing industry.

From its plate-making operations, Toppan has developed
advanced technologies that are now used in the Company’s
electronic products and in other fields. The technologies
developed through printing operations enable Toppan to provide
leading-edge products and services, such as advanced security
technologies developed from the Company’s technologies in
security counterfeit prevention and ultra-precise fabrication
technologies that utilize plate-making technologies.
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As an example, we are now using our superior technical
capabilities in leading-edge electronic products, such as color
filters for LCDs and photomasks for the production of semi-
conductors. Both of these product lines have been evaluated
highly in the marketplace and have grown into major sources of
profit for the Company.

In addition to recording its own growth and development,
Toppan has made a major contribution to the development of
Japan’s printing industry. In the future, we will continue to
support the development of the printing industry and target
further growth by pursuing new business opportunities as a
company that creates demand. While our printing operations
provide a strong, stable source of profits, it will be those products
that draw on our advanced technologies that will drive our
growth in the years ahead.
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financial highlights

Toppan Printing Co., Ltd. and Subsidiaries

YEARS ENDED MARCH 31, 2003, 2004 AND 2005

Millions of yen Thousands of U.S. dollars*
except per share data except per share data
2003 2004 2005 2005 % Change
FOR THE YEAR:
Net sales ¥1,251,606 ¥1,297,358 ¥1,413,580 $13,163,051 9.0%
Operating income 51,168 61,957 86,939 809,563 40.3%
Income before income taxes
and minority interests 58,552 54,796 76,680 714,033 39.9%
Net income 29,126 31,230 40,574 377,819 29.9%
Per share of common stock (yen and dollars):
Net income:
Basic ¥42.29 ¥45.57 ¥60.09 $0.56 31.9%
Diluted 41.77 44.86 59.94 0.56 33.6%
Cash dividends 16.00 17.00 19.00 0.18 11.8%
Capital expenditures ¥83,313 ¥85,109 ¥86,626 $806,649 1.8%
Depreciation and amortization 65,705 65,706 69,262 644,958 5.4%
AT YEAR-END
Total assets ¥1,317,454 ¥1,461,306 ¥1,483,478 $13,813,931 1.5%
Shareholders’ equity 715,439 740,481 768,246 7,153,795 3.7%
Working capital 207,333 260,303 275,267 2,563,247 5.7%
Long-term indebtedness 119,342 183,940 189,162 1,761,449 2.8%

* U.S. dollar amounts are translated from yen at the rate of ¥107.39=U.S.$1, as of March 31, 2005.

NET SALES (billion ¥) NET INCOME (billion ¥)
2005 1,413.6 2005 40.6
2004 1,297.4 2004 31.2
2003 1,251.6 2003 29.1
2002 1,296.2 2002 27.8
2001 1,293.8 2001 14.8

SHAREHOLDERS’ EQUITY (billion ¥) TOTAL ASSETS (billion ¥)
2005 768.2 2005 1,483.5
2004 740.5 2004 1,461.3
2003 715.4 2003 1,317.5
2002 707.5 2002 1,355.0
2001 716.1 2001 1,380.2

Forward-Looking Statements

This annual report includes certain “forward-looking statements.” These statements are based on management’s current expectations
and are subject to change in circumstances. Actual results may differ due to changes in economic, business, competitive, technological,
regulatory, and other factors.



a message from the management

Targeting Continuous
Growth and Harmony
with the Community

Toppan’s basic management policy is not only to establish a solid position as leader in
the information and communications industry but also to develop with the community
as a contributor to information and culture. In accordance with Toppan Vision 21,
which outlines the Company’s direction and our fields of business in the 21st century,
we will continue to establish new technologies and new businesses while observing
corporate ethics in all dealings with society and carrying out our corporate activities
with consideration for safety and the environment.

Toppan has been contributing to the development of the printing industry in Japan
for over a century. The printing industry, which has built a solid position in society,
is now entering a new phase due to the advances in information technology. In this
environment, the Toppan Group will fulfill its role as an industry leader and further
contribute to the evolution of the printing industry. We will not simply pursue corporate
profits but will also emphasize corporate social responsibility (CSR) and take a balanced
approach in regard to societal and environmental considerations. In this way, we aim
to earn an even greater level of trust from society and consumers.

Over the medium to long term, the Toppan Group will focus on three key issues —
reforming its operational structure, improving its profitability, and bolstering its
comprehensive strengths. In a difficult management environment marked by intensifying
competition, the measures that we have implemented are steadily bearing fruit, and
we intend to redouble our efforts in the future to further increase corporate value.

The Toppan Group will continue working to expand its fields of business, create
new profit, and achieve ongoing growth. We would like to ask our shareholders and
investors for their continued support and understanding in the years ahead.

August 2005
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Hiromichi Fujita Naoki Adachi
Chairman &Representative Director President & CEO

Hiromichi Fujita (left) Naoki Adachi (right)



president’s message

In the fiscal year under review, ended
March 31, 2005, Toppan recorded increases
in sales and profits that were attributable
to a stable performance in printing, our
core field of business, and substantial
gains in electronics, our growth field.

The Company sees this performance as

the result of the many initiatives it has
implemented to increase corporate value.
Toppan has also raised dividends for

the second consecutive year. In the future,
we will continue working to provide a
return to shareholders and steadily
increase shareholder value.

PERFORMANCE

In the fiscal year under review, Toppan recorded higher
sales and profits. In an operating environment marked by
intensifying competition, consolidated net sales reached

a record high level of ¥1,413.6 billion. Operating income
was up 40.3%, to ¥86.9 billion. By segment, operating
income in Information & Networks, centered on printing
operations, declined slightly. Operating income increased in
Living Environment and increased substantially in Electronics.
As a result, net income increased 29.9%, to ¥40.6 billion.
Although we fell slightly short of initial targets for net sales
and operating income, we are able to report substantial
growth on a Companywide basis.

We believe that the Toppan Group successfully used its
comprehensive marketing abilities during the year, with
efforts to further improve productivity and reduce indirect
expenses reflected in the results. Our strategic investment in
electronics, where substantial growth is expected, has also
begun to show results, with our high-quality, high-value-
added products being steadily accepted into the marketplace
and contributing to our performance.



“The technology and quality
borne from combining the
capabilities of all departments
and organizations form the
basis of customer trust.”

MARKET ENVIRONMENT AND

MANAGEMENT POLICIES

It goes without saying that printing is Toppan’s core
business. The size of the domestic printing market is
currently about ¥7,600 billion, but the market continues
to mature and it is contracting each year. Toppan,
however, can draw on the technologies and experience
that it has cultivated over more than a century as a
leader in Japan’s printing industry, even in this challenging
operating environment. Toppan’s cost competitiveness,
which has been improved through the enhancement of
advanced technologies and quality as well as through
continuous rationalization, has enabled the Company
to establish a major competitive advantage in the
marketplace. We have also worked to enhance our
comprehensive planning and proposal capabilities and
our development capabilities, and have provided
optimal solutions based on an accurate understanding
of market needs. As a result, even in a maturing market,
we have secured stable profitability on a solid
operational base.

Meanwhile, we are also working to expand our
business fields by applying the technical capabilities that
we have developed through printing to advanced
electronic products. We are establishing a solid presence
in rapidly growing markets and recording strong growth
by channeling the stable profits generated by our
printing operations into selective investments in our
high-growth electronics operations.

Toppan’s strengths consist of a combination of a
solid operating base in printing and an operating base
in electronics that continues to record high levels of
growth. We will draw on these two strengths to build
our operations and reinforce our position as a leader in
the information and communications industry in order
to achieve continuous growth over the long term.

“We will provide customers
around the world with high-
quality service backed up by
cutting-edge technology.”

GROWTH STRATEGY

As part of its growth strategy, Toppan will pursue
aggressive globalization to further bolster its rapidly
growing electronics operations. In photomasks, we
acquired all of the shares of DuPont Photomasks, Inc.,
making the company a wholly owned subsidiary of
Toppan, and renamed it Toppan Photomasks. As a
result, the Toppan Group is now the world’s largest
manufacturer of photomasks and has bases worldwide.
Moreover, in advanced product development, we will
conduct joint development activities with IBM Corporation
and work to build a supply system that meets market
demand. Furthermore, we will aggressively invest capital
and allocate human resources not only in photomasks
but also in other growth fields, such as color filters,

FC screens, and antireflective film.

In existing printing operations, we will continue to
implement cost reduction measures targeting increased
market share and profitability. To bolster efficiency and
competitiveness for the Group as a whole, we will
reevaluate our production bases and systems and
accelerate overall optimization. Furthermore, we are
working to thoroughly enhance total quality assurance
to create dedicated products, a commitment that is
common across all stages from planning and design to
the provision of products and services. In addition, we
are devoting resources to the research and development
of next-generation products, such as DNA chips, hydrogen
sensors, and organic electroluminescent displays, and
will continue working toward commercialization.



CAPITAL INVESTMENT PLANS

For each of the past three years, we have maintained
capital expenditures between ¥80 billion and ¥90 billion.
In the year under review, capital expenditures totaled
¥86.6 billion. The principal areas of investment were the
expansion of large-scale color filter production facilities
at our Mie plant in Japan and at our Taiwan plant. In
addition, we built a plant in Japan for low-reflectivity
film for large-scale displays, and in Shanghai we built a
plant and introduced a production line for advanced
packaging materials. The plant in Shanghai will be the
integrated base for the Toppan Group’s operational
development in China.

In the year ending March 2006, we plan to increase
capital expenditures to ¥115.0 billion, with our focus
remaining on growth fields. The LCD market continues
to expand. In July 2005, a Taiwanese subsidiary began
full-fledged operation of its production line for sixth-

generation products. We will bolster production capacity
on a timely basis to maintain our competitive edge and
“We will invest agg ressively supply structure for color filters. We plan to establish a

new plant for antireflective film, to respond to its rapid

In gI’OWth fields and boost our growth in sales. In our electronics operations, we

prod uction Capacity toim prove anticipate sales growth of more than 20%. Accordingly,
fit structure.” electronics will account for more than half of the current
our pro ’ year’s capital expenditures — approximately ¥69.3 billion,
an increase of more than ¥20.0 billion from the year
under review. In our information and networks opera-
tions, we are planning to upgrade our printing presses,
and will therefore increase capital investment by about

¥10.0 billion in the year ending March 2006.

PLANNED CAPITAL EXPENDITURES (billion ¥)

Year ended March 2005* Year ending March 2006 % change
Information & Networks ¥12.4 ¥ 224 +80.0
Living Environment 20.4 16.8 -17.9
Electronics 47.3 69.3 +46.5
Corporate 6.4 6.5 —
Total ¥86.6 ¥115.0 +32.8
* Segment information figures
PERFORMANCE FORECAST (billion ¥)
Actual results in Forecast for % change
year ended March 2005 year ending March 2006
Net sales ¥1,413.6 ¥1,500.0 +6.1
Operating income 86.9 87.0 +0.1
Net income 40.6 12.0 -70.4



CORPORATE GOVERNANCE
Toppan’s fundamental management policy is to pursue
continuous growth by increasing corporate value and
earning the respect of shareholders, customers, and
society. To this end, the strengthening of corporate
governance is our most important management issue.
In addition to establishing a management and control
system, we are taking steps to enhance the auditing of
corporate management, to ensure thorough compliance,
and to improve the transparency of management activities.
Moreover, from the viewpoint of CSR, we are
aggressively promoting activities that contribute to
society and preserve the environment so as to become
a better corporate citizen.

(For more details about our systems and policies, refer to
page 8 of this report.)

“We will strive to further
improve profitability by actively
undertaking comprehensive
restructuring and reducing the
cost of sales ratio.”

BASIC POLICY REGARDING

THE ALLOCATION OF PROFITS

Our basic policy for the allocation of profits is to give
thorough consideration to performance, capital efficiency,
and the dividend payout ratio and to provide shareholders
with a stable yet gradually increasing stream of dividends.
At the same time, we recognize the importance for the
Company of retaining the financial resources needed to
strengthen the business structure and build a stable
profit base.

After consideration of the improvement in
consolidated performance, annual dividends were
increased by ¥2.00 per share, to ¥19.00. The dividend
payout ratio was 31.6% on a consolidated basis, and
dividend payments totaled ¥11.7 billion.

With the goal of increasing corporate value, the
Company allocates retained earnings to capital investment
and R&D projects in fields with high growth potential
and also strives to improve capital efficiency over the
long-term. Allocating profits in this way leads to a
stronger business structure and growth, both of which
make a shareholder return possible.

OUTLOOK AND OBJECTIVES

IN THE YEAR ENDING MARCH 2006

In Japan, the economy is expected to maintain a course
of gradual recovery, supported by solid capital investment
and firm consumer spending. However, there remains
the risk of an economic recession caused by the rising
cost of raw materials and a slowdown in overseas
economies. In the printing industry, conventional
printing markets continue to mature and it is becoming
more and more important to expand into new fields

of business. The Toppan Group will work to bolster

its comprehensive strengths, reform its operational
structure, and improve its profitability. At the same
time, we will leverage our unique comprehensive
strengths by pursuing operations that draw on our
superior technical and marketing capabilities.

In the year ending March 31, 2006, we anticipate
consolidated net sales of ¥1,500.0 billion, an increase of
6.1%; operating income of ¥87.0 billion, a rise of 0.1%;
and net income of ¥12.0 billion, a decline of 70.4%.
Electronics operations will continue to be the major
contributor to our growth. We anticipate a substantial
decline in net income due to expenses associated with
the acquisition of all of the stock of DuPont Photomasks.

Looking forward, we aim to increase operating
income, which shows profitability in core operations,
and emphasize return on assets (ROA) as a management
index for measuring how efficiently we employ our
assets. We will introduce an index that incorporates
operating income and the cost of capital so that we can
evaluate each field of business separately. At the same
time, we will work to improve investment efficiency by
establishing strict criteria for the selection and focus of
operations and capital investment decisions.

In closing, | would like to ask for the continued
support of our shareholders and other investors in the
years ahead.

August 2005

Naoki Adachi
President & CEO



Toppan’s CSR activities

Toppan strives to raise corporate value;
to be a company that is highly regarded
by shareholders, customers, and society;
and to achieve ongoing growth. To those
ends, we must earn the trust of society
through CSR activities. In accordance
with the ideal corporate profile outlined
in Toppan Vision 21, the Company has
established six key themes and is imple-
menting a range of initiatives.

* For more information on Toppan’s CSR activities, please see

CSR Report 2005, slated for release in September 2005.

1. CORPORATE GOVERNANCE

Reinforcing corporate governance is a top priority for
Toppan. The Company is working to clarify management
strategy, to increase management efficiency and speed,
to strengthen management and control systems, to
enhance the auditing of Company management,

to bolster compliance, and to increase the transparency
of management activities.

Board of Directors

The board of directors comprises 31 directors, including
1 outside director. In addition to regular monthly
meetings, the board holds special meetings when
necessary in accordance with consideration for the
importance of issues. Moreover, the management
committee, which is composed of Head Office managing
directors and higher-ranking officers, meets in advance
of the board of directors to discuss important manage-
ment issues with the goal of facilitating efficient
management decision making.

Corporate Statutory Auditors and
Independent Auditors

The Company uses the corporate statutory auditor
system. From the viewpoint of preventive auditing, facts
are checked to ensure that the administrative activities
of directors and departments are in compliance with
laws and regulations and that management activities are
implemented smoothly, appropriately, and in accordance
with Company policies. There are four corporate
statutory auditors, including two outside corporate
statutory auditors.

Internal Auditing

To enhance the soundness of management, the Internal
Auditing Division, which has been made independent
from administrative departments, conducts audits of all
offices and plants, principally management auditing and
administrative auditing. The results of audits are reported
to the president and the supervising directors as needed.

2. COMPLIANCE

In accordance with the Toppan Behavior Guidelines, the
Company aggressively implements initiatives targeting
strict observance of laws and regulations as well as
corporate business ethics. In October 2004, approxi-
mately 600 Behavior Guidelines Promotion Leaders were
selected and trained. Currently, these leaders are playing
a central role in the rigorous implementation of the
behavior guidelines nationwide. In addition, to improve
compliance, we have established an internal reporting
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system that is based on a system for protecting people
who report on matters of public interest.

3. ENHANCING CUSTOMER SATISFACTION

To ensure that we provide products and services that
always earn the trust of customers, we are continually
bolstering our comprehensive quality assurance system
and implementing R&D targeting the creation of new
value. Moreover, we are working to provide products
and services that reflect concern for social issues, such as
security business and universal design initiatives.

4. RESPECT FOR HUMAN RESOURCES

The Company respects its employees as precious assets
and works to train and provide them with opportunities
to make full use of their abilities. In July 2004, we
established the Toppan Training Center, which is being
utilized as a base for Groupwide human resources
development.

5. SOCIAL AND CULTURAL CONTRIBUTIONS
Toppan aggressively implements social and cultural
contribution activities, centered on the Printing Museum
and Toppan Hall, which are located in the Toppan
Koishikawa Building in Tokyo. The Company also partici-
pates in afforestation projects and plays a principal role
in various regional communication activities.

6. ENVIRONMENTAL ACTIVITIES

In accordance with the Toppan Printing Environmental
Proclamation, which was formulated in 1992, the
Company aggressively implements environmental
activities with the participation of all employees.

The four principal activities are as follows.

Environmental Management Activities

In environmental management, we systematically create
environmental initiatives and build a framework to serve
as the foundation for all environmental activities.

Eco-Protection Activities

In eco-protection activities, we work to reduce the
environmental burden of our operating activities.
Eco-Creativity Activities

In eco-creativity activities, we develop and propose
environmentally friendly activities that will contribute
to the realization of a recycling oriented society.

Environmental Communication Activities

Our environmental communication activities entail close
cooperation with a wide range of related parties inside
and outside the Company.

Printing Museum Toppan Hall
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the foundation

Toppan was established in 1900
based on the advanced Erhort
letterpress printing technology by
former engineers from the Finance
Ministry. With superior engineers
and leading-edge facilities, Toppan
has grown into one of Japan’s top
integrated printing companies with
successful operations in a wide
range of fields. With its printing
operations — which trace back more
than a century - at the core of its
business activities, Toppan has built
a solid operation base that gener-
ates stable profits.

Japan’s printing industry continues
to mature, with competition inten-
sifying and operating conditions
becoming more challenging. In this
setting, the Company is implement-
ing various measures based on an
accurate grasp of market changes
while cutting costs to bolster
competitiveness.

> 2005
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prl ntl ng Background
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In 2003, the total value of shipments in Japan’s printing industry (including printing, plate-making, binding,
processing of printed materials, and printing-related services) was down 2.9% from the previous year,

to ¥7,199.2 billion. The printing industry expanded steadily until the collapse of Japan’s bubble economy

in the early 1990s, since which time industry growth has been sluggish. Industry shipments totaled ¥8,873.4
billion in 1997, following which the market contracted for six consecutive years.

As for the future outlook, growth is not anticipated
for conventional, paper-based printed materials; the
market for these products is expected to remain flat.
Growth is expected for Internet-based and other
electronic media, however, which should expand the
market overall.

In response to the maturing market, Toppan has
developed advanced technical capabilities and flexible
production sites so that it can accurately grasp emerging
needs, anticipate demand, and provide products that
meet the market demand. For example, we have
pursued advanced security technologies in securities
printing and developed new markets in IC cards and
other fields. In commercial printing, we have drawn
on a combination of IT and other technologies to
provide services that meet customer needs. By doing
so, we are creating new markets through our opera-
tional activities. At production sites, we are responding
aggressively to the trend toward digitization, while at
the same time pursuing rationalization measures to
establish more-efficient production processes, such as
integrating production in our Commercial Printing and
Publications Printing divisions. In maturing markets,
we are improving profitability through rationalization
and cost cutting measures and are building solid
market positions by increasing added value.

The printing industry involves more than just
production. It also involves contributing to the
progress of culture through the provision of information
media in various forms. Advances in IT are driving
major changes in the printing industry. In this environ-
ment, Toppan is working to solidify its position as a
leading information and communications company
and to respond flexibly to emerging needs. In the
future, we will continue striving to achieve effective
cost reductions. Using the technologies acquired in
printing, we will work to create new value that
further bolsters our operational base and further
develops the printing industry.

PRINTING INDUSTRY SHIPMENTS (billion ¥)
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COLOR FILTERS
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Color filters are essential for enabling liquid crystal products to display color. In an LCD, the intensity of light

from the backlight is adjusted in the liquid crystal layer, and RGB colors are added and combined in the color

filter to enable the display of color.

In recent years, LCDs have been used in a wide range of products, such as notebook PCs,
desktop PC monitors, cellular phones, digital cameras, and color TVs. The market for LCDs is
growing rapidly, and further growth is expected in the future. In 1985, we led the industry
with our commencement of mass production of color filters, important components of color
LCD panels, and still maintain the top share of the global market today.

ONGOING GROWTH IN THE LCD MARKET

In the fiscal year ended March 2005, the LCD market
recorded substantial growth in demand for both large
displays, such as those for TVs, notebook PCs, and
desktop PC monitors, and for small and medium-sized
devices, such as those for cellular phones, digital
cameras, and car navigation systems. In response to this
growth in demand, however, liquid crystal panel
manufacturers increased their production capacities,
leading to excess supply and a temporary drop in the
unit prices of liquid crystal panels.

Currently, PC monitors account for the largest share
of liquid crystal panel demand, followed by notebook
PCs, TVs, and small and medium-sized displays. For PC
products, replacement demand accompanying the
switch from CRT monitors is expected to remain strong.
Demand will be significantly affected by PC trends in the
short term, but in the long term, liquid crystal panels for
TVs are expected to record increasing demand and to
account for a major share of the market. A key trend in
liquid crystal panels for TVs is larger panel sizes, which

ESTIMATED DEMAND FOR LCD TVs BY SIZE (thousand units)
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have increased from the previous upper limit of 37 inches
to a range of 40 inches to 45 inches. Sales of LCD TVs
larger than 40 inches are strong, and liquid crystal panel
manufacturers are undertaking large-scale capital
investment to meet this favorable demand. In the
future, LCD TVs larger than 20 inches are expected to
record dramatic growth and to play an important role in
driving the expansion in demand for liquid crystal panels.

TOPPAN’S COLOR FILTERS
MEET MARKET NEEDS
Toppan’s color filters have
the top share of the global
market — more than 40%.
With demand for liquid
crystal panels increasing
worldwide, Toppan has been
able to maintain the top share. This has been possible

Color filter testing

due to the high degree of trust that our customers have
in our ability to provide a stable supply of high-quality
products. These products are supported by technologies
that we have improved in line with advancements made
together with the earliest LCD customers. Aggressive tie-
ups with manufacturers of liquid crystal panels have also
helped us to effectively develop facilities and materials
and establish production processes, enabling us to be the
first to meet market needs.

LCD TVs are recording rapid growth in both market
scale and product size, and demand for color filters that
are compatible with higher-resolution devices with
broader viewing angles is increasing. Toppan will
continue to respond to these challenging market needs
and to win the trust of customers by drawing on its
advanced technologies. To further raise productivity,
we are also making progress in joint R&D in the reverse
printing method of color filter production with
Mitsumura Printing Co., Ltd., and investigating other
production methods, such as the ink-jet method.

15



16

WELL-TIMED EXPANSION IN PRODUCTION CAPACITY
Toppan’s strategy for investing in production equipment
involves carefully ascertaining demand trends in the
rapidly changing market and raising production capacity
in a timely manner. Our domestic production bases are
currently the Shiga plant, the Niigata plant, and the Mie
plant, which is dedicated to the production of color filters
for LCD TVs. The Mie plant boasts the world’s first
production line for sixth-generation products (panel size:
1500mm x 1800mm) and is responding to the rapid
growth in the market size and the size of LCD TVs. LCD
manufacturers are adding production lines for sixth-
generation products suitable for TVs in the 20 inch to

30 inch range, on which demand is centered. In response,
we will introduce a new sixth-generation color filter line
at the Mie plant, with the start of mass production
scheduled for June 2006. In addition, demand for LCD
TVs larger than 40 inches is expected to increase, and LCD
manufacturers have announced plans to introduce TFT
LCD plants for eighth-generation (panel size: 2160mm x
2400mm) and larger products. To meet to future demand,
Toppan will build the world’s first eighth-generation color
filter plant in the city of Hisai in Mie Prefecture. Plans call
for the start of mass production in 2006.

Our overseas production base is Toppan CFl (Taiwan)
Co., Ltd. Demand for LCD panels is also growing rapidly
in Taiwan, and Toppan took steps to maintain its top
market share with the introduction of a fifth-generation
(panel size: 1200mm x 1300mm) color filter production
line in 2004. In July 2005, full-fledged operation of a
sixth-generation line was started.

COMPARISON OF GLASS SUBSTRATE
SURFACE AREAS BY GENERATION
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By July 2005, we had increased our production
capacity, in Japan and overseas, to 7 million color filters
a month (14-inch equivalent). With the operation of
new production lines, the Toppan Group’s production
capacity in Japan and Taiwan will reach 12 million color
filters a month (14-inch equivalent), the highest in the
world. By bolstering capacity to meet growing demand
and continuing to provide a stable supply of high-quality
products, Toppan has maintained the top share globally.

In addition, the fact that we have production facilities
for glass sizes from first generation to eighth generation
is a key strength of our color filter operations. We have
earned high praise for our ability to respond flexibly
to a wide range of demands and meet short delivery

schedules for products manufactured in small batches.

-

Shiga plant

Niigata plant

Mie plant

Toppan CFI (Taiwan)



Anti-glare film, which prevents glare from external light sources, such as the sun and

fluorescent light, has been used on the outer surface of large LCD panels, such as those used

for PC monitors. In recent years, however, growth in markets for LCD TVs, plasma displays,

and PCs with TV functions has led to the launch of films that not only prevent glare from

external light sources but also facilitate the production of clear, high-visibility images.

Base film —

Hard coat layer

(Transparent conductive film)
Anti-reflective layer — M

Anti-dust layer —M

Toppan offers two types of these films: anti-reflection and
low-reflection. Anti-reflection film has a low reflection ratio
and is principally utilized on small devices that are used
outdoors, such as cellular phones and personal digital
assistants. Low-reflection film is highly cost effective and is
used on large displays, such as notebook personal computers,
LCD TVs, and plasma displays. Moreover, demand for low-
reflection film has expanded rapidly in line with the especially
strong growth in the market for thin displays in recent years.
In light of this trend, the market for these types of films,
centered on low-reflection film, is expected to expand to
about ¥100 billion by the year ending March 2007.

RAISING PRODUCTION CAPACITY

TO INCREASE MARKET SHARE

To meet the tremendous demand for these films, Toppan will
make a capital investment of approximately ¥17 billion over

a three-year period beginning in the fiscal year commencing

REFLECTIO
FILFI\/IS

April 2004. By bolstering production capacity,
we aim to increase our market share from the
current 10% level to a share of 40% and to
achieve sales of approximately ¥39 billion by
the fiscal year ending March 2007. In December
2004, we added to our single production line
at the Satte plant with the start-up of two new
lines at the Shiga plant. We are also moving
forward with the construction of a second facility for low-
reflection film production at the Shiga plant, which is scheduled
for completion in autumn 2005. Once production at this
second facility starts up at the end of March 2006, we will
have a total of four low-reflection film production lines with
a monthly capacity of 4 million square meters.

The second facility at the Shiga plant will produce clear
low-reflection film with anti-static functions and a hybrid
AG-LR film as well as the clear low-reflection films for PCs that
are also produced at our Satte plant. We plan to supply these
products for large displays, such as LCD TVs and plasma displays.
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PHOTOMASKS
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Photomasks play an important role as positioning devices in the production of semiconductors. They are used
to burn detailed circuits onto silicon wafers in the first part of the production process, and can be thought of

as the original plate for the semiconductor circuit pattern. Currently, the most precise parts of semiconductors in

mass production use circuits with line widths of 90nm to 130nm (1 nanometer = one millionth of a millimeter).

These widths will be reduced further in the future.

The size of the photomask market is about ¥300 billion a year, and the trend toward higher
precision continues. Toppan uses the ultra micro fabrication technologies it originally
acquired through its plate-making operations to supply the market with advanced products.
The Company will continue to lead the market and be the first to offer next-generation
products by continually anticipating technical trends in the semiconductor market and
pursuing strategic technical tie-ups and operational acquisitions.

THE RECORD-SETTING SEMICONDUCTOR MARKET
In 2004, there was concern in the global semiconductor
market that growth would be sluggish due to the
inventory adjustments made by manufacturers from the
summer of 2003. Market conditions were favorable,
however, as a result of the strength of PCs and cellular
phones. As a result, growth in the global semiconductor
market was a record high — nearly 30% year on year.
Growth of several percentage points is also anticipated
for 2005. In photomasks, demand for commodity products,
principally 130nm devices, is strong, and full-scale mass
production of advanced 90nm to 110nm devices has
begun. Overall, the expansion of semiconductor demand
led to substantial growth in the market for photomasks
in the year under review.

SCALE OF GLOBAL SEMICONDUCTOR MARKET (billion US$)
2007*
2006*
2005*
2004
2003
2002

2001

2000

o
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W Japan [ Americas ™ Europe Asia-Pacific

Source: WSTS May, 2005 * Estimate

GLOBAL STRATEGY BASED ON TOPPAN
PHOTOMASKS, INC.

In the past, Toppan’s photomasks had been shipped
primarily to Japan and other Asian markets from produc-
tion bases at the Asaka plant and the Shiga plant in
Japan and at Toppan Chunghwa Electronics Co., Ltd.,in
Taiwan. We decided, however, that it was necessary to
have a customer-focused global system with more produc-
tion bases in order to supply leading-edge photomasks
that meet the needs of the world’s semiconductor compa-
nies. In October 2004, Toppan and DuPont Photomasks,
Inc. agreed that Toppan would acquire all of the stock of
DuPont Photomasks, the world’s No. 3 photomask maker,
to establish a worldwide supply framework. In April
2005, the company was relaunched as the wholly owned
subsidiary Toppan Photomasks, Inc., giving Toppan the
largest share of the global photomask market.

For Toppan, the acquisition of DuPont Photomasks
offered significant synergies in the areas of operational
expansion and improved efficiency. In contrast to
Toppan, with its sales concentrated in Japan and other
Asian markets, more than 70% of DuPont Photomasks’
sales were in Europe and North America. There was
essentially no overlap in the operations of the two
companies; Toppan had the three bases mentioned
above, while DuPont Photomasks had eight bases in
Europe, North America, and Asia. As a result, Toppan
now has in place a global production system.

Through the start-up of Toppan Photomasks, which
can effectively utilize bases all around the world, Toppan
aims to advance customer-focused product development
on a global scale, build a system for the timely supply of
products, and establish a solid operational foundation.
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TOPPAN PHOTOMASKS’ WORLDWIDE MANUFACTURING SITES

O Dresden
O Corbeil
Ichon O .gr@iaka
O Shanghai
O Hsinchu
M Taoyuan

OSingapore

LEADING-EDGE PHOTOMASK

DEVELOPMENT STRATEGY

Toppan’s technical development strategy involves
aggressively pursuing strategic technical tie-ups.
Leading-edge devices with circuit line widths of 90nm
are currently in mass production. Since the advancement
of semiconductor functionality is based on achieving
higher degrees of precision, the demand for advanced
devices with a width less than 90nm is expected to grow
in the years ahead. Toppan has already completed the
development of 65nm devices, and will commence
full-scale mass production of 65nm-process-compatible
photomasks in 2005. The development of 45nm
semiconductors is now in progress, with production
slated for 2007.

Due to this continuous advancement in
semiconductor technology, the demands placed on
photomask manufacturers are far surpassing those
required for 130nm products. To bolster its ability to
provide next-generation photomasks for semiconductors,
Toppan built a new facility on the grounds of the Asaka
plant in 2003 that will be able to meet the demand for
next-generation photomasks for 50nm semiconductors.
We also believe that tie-ups with companies in industries
closely related to the semiconductor manufacturing
process will be critical in the years ahead as will joint
development activities closely linked to customers.

O Santa Clara
O Round Rock

| ] Toppan production base O Toppan Photomasks production base

Asaka plant

v
H

Photomask production



Specifically, we have been working on
semiconductor photomask production and the joint
development of advanced photomasks with Elpita
Memory, Inc., the only DRAM manufacturer in Japan,
since 2003. Elpita Memory offers leading-edge
technologies and is conducting high-end memory
development. Toppan will supply all of the photomasks
used by Elpita Memory for its products.

In May 2005, we concluded a contract with IBM
Corporation for the joint development of next-
generation photomasks compatible with 45nm logic
processes. By 2007, Toppan and IBM will have invested
a total of approximately ¥20 billion in R&D to support
the mass production of next-generation semiconduc-
tors. As a semiconductor manufacturer, IBM is a world
leader in the development and application of semi-
conductor process technologies and materials.
Through this joint development, Toppan will be the
first to obtain the photomask information essential
for advanced semiconductor processes, enabling us
to develop ahead of other companies. We will also
significantly improve our efficiency in developing
photomasks for a range of customers by ensuring
compatibility with industry standard processes
developed by IBM. The establishment of the joint
development contract with IBM is an indication of the
high level of appraisal given to our technical capabilities.
We aim to support the semiconductor industry from a
technical perspective with a timely and stable supply of
45nm-process-compatible photomasks, and solidify our
position as the world’s number one photomask
manufacturer.

ESTIMATED GLOBAL PHOTOMASK MARKET SHARE

Toppan

Others

Company A
20% pany

34%

In-house 14%
Company B

SCALE OF PHOTOMASK MARKET BY DESIGN NODE (pillion ¥)
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at a glance

PRINCIPAL PRODUCTS

Information & networks

SECURITIES AND CARDS

Securities, such as stocks, bonds, and gift certificates; cards, such as
magnetic cards and prepaid cards; development and design of IC card
systems, IC tag systems, and security management systems; commu-
nications related contract services

COMMERCIAL PRINTING

Posters, catalogs, pamphlets, flyers, calendars, POP tools, gifts,
premiums, space media design and event services, sales promotion
planning, multimedia related tools, database and network system
design and operation

PUBLICATIONS PRINTING

Weekly, monthly, and other magazines; art books, dictionaries, comics,
textbooks, and other books; CD-ROMs, DVDs, and other electronic
publications; publication planning and editing; overseas copyright
mediation

BUSINESS FORMS
Continuous forms, direct mail, integrated slips, Data Print Services (DPS),
cards, envelopes, catalogs, sales and maintenance of equipment

living environment

PACKAGING

Packaging planning, development, and production (paper containers,
flexible packaging materials, liquid containers, cups, plastic containers,
corrugated cardboard, labels), development and production of packaging
materials, design and production of packaging related system equipment,
filling services, packaging consulting

INDUSTRIAL MATERIALS
Printed decorative materials for interior use, wallpaper, flooring
materials, interior materials, exterior materials

electronics

DISPLAY-RELATED
Color filters for LCDs, shadow masks, screens for micro-display rear
projection TVs, functional films

SEMICONDUCTOR-RELATED

Photomasks, leadframes, printed wiring boards, substrates 