TNSC s FY2006- 2008 Medi um Ter m Busi ness Pl an

The following is a report on the mediumterm busi ness pl an
recently drawn up by the Conpany’ s nmanagenent.

Tai yo Ni ppon Sanso cane into being with the merger of
Ni ppon Sanso Corporation and Taiyo Toyo Sanso Co., Ltd. in
Cct ober of 2004. Inmediately after the nmerger, we announced
targets for fiscal 2007 (the term ending March 2008), on a
consol i dated basis of ¥400 billion in sales and ¥14 billion
in net incone. We succeeded in effectively achieving these
targets in fiscal 2005, two years ahead of schedul e.

Armed with this achi evement, we announced two new
basic policies — the further expansion of our scal e of
busi ness operations, and the further inprovenent of
managenent efficiency. Inline with this, we have drafted
our first-ever three-year mediumterm business plan as
TNSC, under the nanme “d obal 5000: Stage 1” This plan is
t hus named because it is the first phase in a |longer-term
pl an whose objective is to transformthe Conpany into a
truly gl obal operator ranking alongside the world s top
i ndustrial gas manufacturers, w th annual sal es of ¥500
billion, or “5,000 oku yen” in the Japanese nunberi ng
system (one oku is 100 million). In doing so, we would
becone the first Asian industrial gas provider to break
into the global top ranks of the industrial gas industry.

1. bjectives of the dobal 5000 Plan: Stage 1

G obal 5000 plan is to lay down the groundwork (Stage 1)
of our long-termplan to becone a gl obal operator
conparable in scale with our top overseas rivals, with an
eventual annual sales target of ¥500 billion

2. Basic Policies

(1) Effectively utilize cash flowto invest into new

busi ness areas

(2) Aim at higher efficiency in managi ng busi ness

oper ati ons

By these neans, we hope to raise the efficiency of our

i ndustrial gas business, expand our operational scale, and
obtain inproved profitability.

3. Conpanyw de Busi ness Strategy

(1) Expand and inprove profitable operations through
effective and efficient investnent

(2) Launch original new products and services on the narket
based on extensive research into user needs and preferences
(3) Pursue greater efficiency by review ng and
restructuring all our business operations, including those
of subsidiaries and affiliated conpanies

(4) Restructuring of lowprofit businesses, to inprove the
profitability of the G oup as a whole

(5) Rigorously apply security, safety and product quality
nonitoring and assurance systens in a conplete break from
conventional nethods and attitudes



4. Quantitative Targets (on a consolidated basis)

(¥ billion; percent)

Princi pal FY2005 FY2008 | G ow h

i ndi cators Results |targets |rates
Sal es 397.3 450. 0 13. 3%
Operating profit 26. 8 38.0 41. 8%
Recurring profit 27.1 37.0 36. 5%
Net incone 14. 4 20.0 38. 9%
RCE 8. 7% 10. 0% --
ROCE* 9. 0% 11. 5% --

* ROCE = Rate on capital enployed

QOperating profit/(sharehol ders’ equity + interest-bearing debt)

5. Dividend Policy
The Conpany’s ains to pay annua
per share.

di vidend of nore than ¥10

6. Basic Policies of Each Busi ness Segnent
Industrial Gases Business

W will reexam ne our performance in all our functions —

from production through marketing to |l ogistics — to ensure
that they conformto the standards expected of the
country’s | eading supplier of industrial gases. W intend
on making a start on radical restructuring of our
operations by reexam ning the gas supply business fromthe
basi cs upward. By so doing, we expect to create a strong
busi ness base that generates a reliable | evel of earnings.

For this purpose, we will reinforce our donestic
network of sal es agencies and restructure our |ogistics
system We wll also review the particular functions and
roles of each of our affiliated conpanies, so as to create
the optimal division of responsibilities anong the G oup as
a whol e.

I n overseas operations, we will neke active use of the
MBA strategy and proactively invest in additional
production capacity to neet increased demand i n advance.
Wi | e assigning our best marketing and technical staff to
areas wth good growh potential, we wll also invest
managenent resources into the devel opnment of new
technol ogies for gas utilization, so as to open up
possibilities for conpletely new marketing avenues.

(consol i dat ed FY2005 result Gowmh rate
basi s;

¥ billion)

FY2008 tar get

Sal es: 169. 9 196.0 15. 4%




El ectronics rel ated Busi ness

As the | eading supplier of gases and rel ated equi pnent to
el ectroni c equi pnent manufacturers, TNSC is living up to
its name and reputation by constantly devel opi ng new and
better products and technol ogies. At the sanme tine, we
offer a total solutions service for our users in the
manufacturing fields of flat panel displays (LCDs and

ot hers), next-generation sen conductors, conpound

sem conductors, and other fast-growing fields. W believe
that formng a close and nmutual ly beneficial partnership
with each of our users is the optinmum nmethod for realizing
stronger, nore profitable business operations. In

col | aboration with G oup nenber Matheson Tri-Gas, Inc. in
the U S., we are working to build a stronger business
network in the United States and Asi a.

(consol i dat ed FY2005 result | FY2008 target |G owth rate
basi s;

¥ billion)

Sal es: 114. 4 126.0 10. 1%

On-site & Pl ant Busi ness

In this business, the nost vital element is the creation
and mai ntenance of a nutually beneficial business

rel ati onshi p between ourselves and the custoner conpanies
on whose prem ses our air separation plants and ot her

equi pnent are |ocated. W are working to expand our

busi ness scale in this segnent though the pronotion of new,
ancil |l ary busi nesses such as efficient plant replacenent
and new carbon nonoxi de pi pi ng wor k.

In the air separation plant business, we are investing
managenent resources with the aimof further inproving our
technol ogi cal expertise while not |osing existing know how
that is still valid. At the same tinme, we are making
efforts to reduce the nunber of human or system c errors
that lead to financial |osses, and to raise our
productivity levels. W are al so making even further and
even nore rigorous efforts to pursue across-the-board cost
reductions, an issue we have been seriously tackling for
some time. Success in this initiative will bear fruit in
the form of higher earnings.

(consol i dat ed FY2005 result | FY2008 target |G owth rate
basi s;

¥ billion)

Sal es: 49.0 51.0 4. 1%




Medi cal rel ated Business

To further cenent our position in the nedical -use gases and
rel at ed equi pnent industry, we are actively utilizing MAs
and col | aborations with domestic conpani es that possess

| eadi ng—edge proprietary technol ogy. W are al so | everagi ng
t he advantages of the TNSC Group, including its possession
of a nationw de network of sales agents with an extensive
and | oyal customer base. W are therefore nultiplying the
mar ket i ng channel s we nake use of to boost our annual

sales. Wth stable, long-termexpansion in mnd, we are
entering new overseas nmarkets and introduci ng new types of
products and services into the narket.

(consol i dat ed FY2005 result | FY2008 target |G owth rate
basi s;

¥ billion)

Sal es: 11.7 20.0 70. 9%

LP Gases Busi ness

The LPG busi ness i s uni que anbng our business segnents in
being highly localized, as there are [imtations to the

di stances that LPG in cylinders or |arger tanks can be
efficiently delivered to custoners. For greater efficiency,
therefore, we will transfer the cylinder-based LPG sal es
operations currently conducted by our head office staff to
affiliated sal es conpanies. At the sane tinme, we wll
consol i date operations perfornmed by LPG sal es conpanies to
accel erate the process of anal gamati on and ot her
restructurings of our nationw de network of LPG sales
conpani es. Rationalization is being pursued through the

i ntegration of operating centers and their staff, with

i nefficient business sites being closed down and staff
reassi gned and transferred for greater cost-effectiveness.
In these ways, we are working toward the goal of creating a
service network that will produce inproved customner
satisfaction, |eading to higher earnings. Regarding forns
of energy other LPG such as LNG and hydrogen, we intend to
pursue these avenues of opportunity through alliances with
ot her conpani es.

(consol i dat ed FY2005 result | FY2008 target |G owth rate
basi s;

¥ billion)

Sal es: 41.5 45.0 8. 4%




7. CGeographi cal

Japan
(¥ billion)

br eakdown of sal es & operating incone

FY2005
(result)

FY2008
(target)

G owt h
rate

Sal es

329. 4

375.0

13. 8%

OQperating profit

22.8

31.0

36. 0%

United States

(¥ billion)

FY2005
(result)

FY2008
(target)

G owt h
rate

Sal es

47. 4

50.0

5. 5%

OQperating profit

5.1

6.5

27. 5%

O her

Overseas Markets

(¥ billion)

FY2005
(result)

FY2008
(target)

G owt h
rate

Sal es

20.5

25.0

22. 0%

OQperating profit

1.3

2.5

92. 3%

8. Plans for
Thr ee-year

Japan
(¥ billion)

new i nvest nent s

plan ¥115.0 billion

\Investnents

|75.0

(of which
| ndustri al
El ectroni cs:

On-site & plant:

by segnent)
gases:

¥20 bhillion

¥22 billion

LPG ¥5 bhillion

Over seas
(¥ billion)

¥16 bhillion

\Investnents

[40.0

(of which, by region)
USA: ¥25 billion
Sout heast Asia: ¥10 billion

Chi na, Tai wan,

9. Cash fl ows

Medi cal :

¥7 billion

R&D: ¥4 bhillion

Korea: ¥5 billion

(¥ billion)

Qperating cash flow *1 126.0
Capital investnent, equity 115.0
i nvestments, and | oans

Bal ance of interest-bearing debt |130.0

*1 (of which, depreciation = ¥72 billion)



