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PART |
Iltem 1. Business

The Company, which was incorporated in 1947, isprily engaged in the marketing of fine and indasthemicals used principally in tl



agricultural, color producing, pharmaceutical andace coating industries. The Company sells 0@€rdhemicals used in these and other
fields.

Most of the chemicals distributed by the Comparymrrchased abroad mainly for sale throughout thieed States; to a minor extent, some
chemicals are sold abroad.

During the fiscal year ended June 30, 1997 appratéip 50% of the Company's purchases of chemieats'edrom Europe and approximat
35% from Asia.

There were no significant changes in the kindsrofipcts sold by the Company or in the markets seovamethods of distribution used by it.

The chemical industry is highly competitive. Mo$tloe chemicals that the Company sells are in caitiqe with the products of chemical
manufacturers, including the largest chemical camgs who have substantially greater resourcesttitm@ompany. However, in the
Company's opinion, based on reports from its custerand suppliers, its competitive position is ewlea by the following: the chemical
products that it offers are prime quality productsiny produced by major chemical companies, somehom are the largest chemical
companies in Europe and Asia, which products dexed by the Company attractive and competitive prices. For the most e Compan
warehouses the inventories of the chemicals whisalis at public warehouses strategically locéiedughout the United States, and can
therefore fill orders rapidly from inventory. Th@@pany has developed ready access to key purchassearch and technical executives of
both its customers and suppliers, and thereforeobiie salient competitive strengths is its apitib obtain quick decisions, when necessary,
because of such access. The technical supporteavides that the Company provides to its custonseatso a strength. The Company does
not consider itself to be a significant factorlie tthemical industry taken as a whole.

During fiscal years ended June 30, 1997 and 1996ingle chemical product accounted for as muctDés of the Company's consolidated
revenues; and no sales to any one customer accoiantas much as 10% of the Company's sales. Dtinediscal year ended June 30, 1995,
one bulk pharmaceutical chemical product accouftteti0% of the Company's consolidated revenuessatesb of said product to Baker
Norton Pharmaceuticals, Inc. accounted for 10%hef@ompany's sale

During fiscal years ended June 30, 1997, 1996 888 ,lone of the Company's suppliers accountedZ®s, 25% and 20% of total purchases,
respectively.

Certain of the chemicals purchased by the Compemgugpplied to it on an exclusive basis, includimg aforementioned bulk pharmaceutical
product. Based on its relationships with its vesdtre Company believes its vendors will contirmeupply such chemicals on an exclusive
basis.

The Company holds no patents, trademarks, licefregghises or concessions which it considers tmaterial to its operations.

Sales of certain of the Company's chemicals areehign the last six months of the fiscal year. ther most part, the Company warehouses the
products that it sells and fills orders from invamt It, therefore, does not consider information@erning backlogs to be applicable.

A subsidiary of the Company markets certain agtizal chemicals and contracts for the manufactéiteer agricultural chemicals which

are subject to the Federal Insecticide, FungicideRodenticide Act (FIFRA). FIFRA requires thatttdata be provided to the Evironmental
Protection Agency (EPA) to register, obtain andntean approved labels for pesticide products. TR& Eequires that folloven registrants «
these products compensate the initial registrartti® cost of producing the necessary test datahmasis prescribed in the FIFRA regulations.
Follow-on registrants do not themselves generatmoiract for the data. However, when FIFRA requigats mandate the generation of new
test data to enable all registrants to continueketarg a pesticide product, often both the iniéiatl follow-on registrants establish a task force
to jointly undertake the testing effort. The Comp@npresently a member of two such task force ggofhe Company estimates the cost of
test data at the time it is first required, whichimates are amortized over a period of up to yars, updated annually; and are included in
cost of sales.

Liability under FIFRA would arise if the Companyiléal to compensate the initial registrant for tlstof producing the necessary test data.
Since the Company markets no pesticide productshwdnie not registered, and compensates initiastregits for the cost of producing test
data, it believes it does not subject itself totaggent liabilities in such regard.

Compliance with Federal, State and local provismwhi&ch have been enacted or adopted regulatingitoharge of materials into the
environment will have no material effect on theitaexpenditures and competitive position of thmr@any. During fiscal 1993 the
Company announced the closing of its manufactwsingsidiary located in Carlstadt, New Jersey. Atsilueme time an environmental
consultant was engaged by the Company to deterimnextent of contamination on the site and develptan of remediation. Based on the
initial estimates from the consultant a liabilitpsvestablished in fiscal 1993 for $1.5 million. Dgrfiscal 1997, after additional testing was
completed, the company received a revised estifmatethe consultant. As a result, the company @edrn additional liability of $800,000
in the quarter ended September 30, 1996. At Jun@9®Y the remaining liability was $1.4 million. &lesompany believes it is possible that
such amount may not be sufficient to cover futurei®nmental remediation but does not believe thalebe a material adverse effect on the
financial position or liquidity of the company. Hewer, depending on the amount and timing of anyired remediation over and above the
liability established, it is possible that the camp's future results could be materially affected particular reporting period. Other than the
aforementioned remediation, the company is not ewaany material environmental liabilitie



At June 30, 1997, the Company employed approximat&lpersons, none of whom were covered by a doleebargaining agreement.
Item 2. Properties

The Company's general headquarters and main déies @accupy approximately 20,000 square feet ab&el space in a modern office
building in Lake Success, New York. The presenddezxpires in April 2001.

The Company's former manufacturing facility is lmzhon an 11-acre parcel in Carlstadt, New Jemgged by the Company. This parcel
contains one building with approximately 5,000 sgeuaet of office space. The property is held fdes

The Company owns two parcels in Long Island CitgyNyork totaling 10,000 square feet. Both parcedsheeld for sale.

In January, 1997 the Company sold a parcel it oviméang Island City, New York. This parcel was qaised of a 5,000 square foot
building.

Item 3. Legal Proceedings.
(None)
Item 4. Submission of Matters to a Vote of Securityolders.
(None)
PART II
Item 5. Market for the Company's Common Equity andRelated
Stockholder Matters.

The Company's common stock is traded in the Naltigiaaket System of NASDAQ (Symbol: ACET) and wastpd at prices* ranging as
follows:

FISCAL 1997 HIGH LOW
First Quarter 15 3/4 12 1/4
Second Quarter 14 1/2 12 3/4
Third Quarter 14 1/2 12 1/2
Fourth Quarter 15 12 3/4
FISCAL 1996 HIGH LOW
First Quarter 14 3/8 13
Second Quarter 16 3/8 14 1/4
Third Quarter 17 1/2 151/4
Fourth Quarter 17 1/2 15

*The above prices represent high and low pricesaébwal transactions.

A 10% stock dividend was paid in January 1996. dbave prices have been adjusted for this dividaadppropriate.

Cash dividends of $0.18 per common share wereipadnuary and June of both the fiscal years eddaed 30, 1997 and 1996.
As of September 1, 1997, there were approximat@lyt®lders of record of the Company's Common Stock.

Item 6. Selected Financial Data

(In thousands, except per share amounts)

Years Ended June 30 1997 1996 1995 1994 1993

Net sales $169,387 $183,163 $164,783 $149,847 $155,267
Net income 6,228(1)(2) 7,154 7,756 6,994 1,899 (3)
Net income per 1.24(1)(2) 1.34 1.38 1.23 0.33 (3)

common and common
equivalent share (4)



Total assets 86,145 87,302 86,116 81,798 76,352

Working capital 48,927 50,907 48,289 43,606 41,998
Long-term debt 500 1,000 1,500 2,000 2,500
Redeemable 750 750 821 821 821
preferred stock

Shareholders' 60,434 63,161 60,143 56,846 51,901
equity

Number of common 4,654 5,188 5,324 5506 5,526

shares outstanding
at year end (4)

Book value per $12.98 $12.17 $11.30 $10.32 $ 9.39
common share (4)

Cash dividends  $0.36 $0.36 $ 0.36 $ 032 $ 0.28
declared per
common share

(1) Includes an after-tax charge of $187 ($.04kshir final settlement of a complaint by the U.®p@rtment of Justice sent to the Company
on February 10, 1995. The complaint alleged violatf the Resource Conservation and Recovery ACRR) by a then wholly owned
subsidiary in Waterbury, CT. This subsidiary walslsm June 19, 1996.

(2) Includes an after-tax charge of $480 ($.09&shtr cover a revised estimate for remediatiohef@ompany's former manufacturing site in
Carlstadt, NJ.

(3) Includes an after-tax charge of $4.8 milliof.@5/share) to cover plant shut-down costs.

(4) Adjusted for stock dividends, as appropriate.

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
LIQUIDITY AND CAPITAL RESOURCES.

The Company's primary source of liquidity is castmaled from operating activities; $5.6 millionfiscal 1997 and $12.4 million in fiscal
1996. Cash and short-term investments totaled $#d2516.0 million and working capital was $48.9 &50.9 million at June 30, 1997 and
1996, respectively. In addition, the Company's kemgn investments totaled $11.2 and $12.7 millionthe same periods. These investments
are highly liquid and can be used for working calpitneeded. The Company has sufficient linesreflit available with banks, should any
additional funds be required.

The Company's stock buyback program resulted imgperchase of 552,000 shares for $7.4 millionrdufiscal 1997 and 171,000 shares for
$2.6 million during fiscal 1996.

In June 1996 the Company discontinued operatiodssald certain assets of its subsidiary, Pfaltza&u@r, Inc. This closure, along with the
prior closings of the Company's two manufacturiaglities, has reduced the need for capital expgeres.

The former site of Arsynco, Inc., one of the closahufacturing facilities, will require environmahtemediation. In October 1996 the
Company's environmental consultant completed itestigation of the property and estimated a co$tldd million to complete the
remediation. In the quarter ended September 3@ 89 Company increased the current environmeetakdiation liability by $800,000
thereby adjusting the liability to the revised estte. In 1993 the Company initially recorded aniremmental liability of $1.5 million and
through September 30, 1996 had expended $800,0@@sfing, evaluation and remediation of the proper

Any funds required for additional stock buybaclapital expenditures or environmental remediatiolhlve funded by the aforementioned
sources of liquidity.

RESULTS OF OPERATIONS.

In fiscal 1997, net sales decreased by 8%, to $1®dlion. Lower sales of agricultural chemicalglasulk pharmaceuticals to the generic ¢
industry, partially offset by increased sales ¢éimediates used in the manufacture of dyes, pitgraard pharmaceuticals accounted for the
decrease. The volume of products sold decreasé8thglightly less than the corresponding salesedesa. While selling prices in general
remained stable, the decrease in sales of bulkngwauticals, which tend to be higher priced, actmifor this disparity. The increase in net
sales of 11%, to $183.2 million, in fiscal 1996 qmared to 1995 was due to higher sales of speah#ynical intermediates used in the
manufacture of pharmaceuticals, dietary supplememisindustrial chemicals. In fiscal 1996, sellprices were relatively stable and volumes
were only marginally higher than the previous year.

Gross profit margins decreased to 12.6% in fise@7ldown from 13.0% in fiscal 1996 and 15.1% icdis1995. Increased competition in-



dye and pigment intermediates business was redperisi the decrease in 1997 from 1996. The deerga$996 from 1995 was caused by
increased competition in many areas of businesseglisas higher sales of a marginally profitablettieide in 1996.

Selling, general and administrative expenses wevwandb% in fiscal 1997 compared to 1996. Severalpmments increased, including the ¢
of medical insurance, selling expenses, legal esppand consulting fees. These increases were mameftfset by the elimination of selling,
general and administrative expenses of $1.3 mifiom the Company's former Pfaltz & Bauer, Inc.sdlary. The decrease of 3% in fiscal
1996 compared to fiscal 1995 was due to decreadasurance and telecommunications costs, alorgaviton-recurring expense of
$400,000 in 1995 relating to the preparation fde s& Pfaltz & Bauer, Inc. These decreases werggligroffset by increases in compensation
and selling expenses.

Interest expense, which primarily relates to loegrt debt, was $110,000, $157,000 and $196,008¢alfiL997, 1996 and 1995, respectively.
The interest on long-term debt continues to dedimscheduled payments reduce the principal balance

Other income increased to $2.5 million in fisca®Z®ompared to $1.5 million in fiscal 1996. Thererevmany factors that accounted for this
$1.0 million increase. The sale of property heldasubsidiary resulted in a $200,000 gain. In coejon with the aforementioned sale of a
subsidiary in June of 1996, inventory was transféto the new ownership and the Company has rataive will continue to be entitled to a
portion of the proceeds from the sale of this inegnfor a period of up to three years from theedafttransfer. This totaled $170,000 for the
fiscal year ended June 30, 1997. Also, relatindpitotransaction, the Company earned approxim&ey000 in interest on two notes. Royi
income increased by $100,000 and higher averadelzdances available for investment resulted imarease of $130,000 in interest
income. During fiscal 1996 a loss of $250,000 wesdized on the sale of certain assets of Pfaltza&eB, Inc. The decrease in fiscal 1996 to
$1.5 million from $1.8 million in fiscal 1995 wasi€e to the aforementioned loss of $250,000 in fi4€816, along with slightly lower
investment rates.

The effective tax rates were 38.9%, 39.4% and 38rbfiscal 1997, 1996 and 1995, respectively. Atk years were not affected by any
unusual tax circumstances and approximated the @oygtraditional effective tax rate.

IMPACT OF NEW ACCOUNTING STANDARDS.

The Financial Accounting Standards Board has isSiattment 128, "Earnings per Share" ("Statemesit) 13tatement 128 establishes
standards for computing and presenting earningshmme ("EPS"). The statement simplifies the stadsdfor computing EPS and makes them
comparable to international EPS standards. Theigioms of Statement 128 are effective for finanstatements issued for periods ending
after December 15, 1997, including interim periodse statement does not permit early applicatiahraquires restatement of all prior per
EPS data presented. Adoption of Statement 128&wailmaterially affect the Company's consolidatedificial position, results of operations,
or previously reported EPS data.

Item 8. Financial Statements and Supplementary Data
The financial statements required by this iteme3sat forth at the end of this report. The follogvis the applicable supplementary data:
The following is a summary of the unaudited quaytezsults of operations for the years ended Jind 897 and 1996.

QUARTERLY FINANCIAL DATA (Unaudited)
(In thousands except per share amounts)

Year ended Jun e 30, 1997
Quarter E nded

Sept.30,1996 Dec.31,1996

Net sales $39,184 $35,850
Gross profit 4,379 4,931
Net income 511(1)(2) 1,662

Net income per common and
common equivalent share  0.10(1)(2) 0.33

Year ended Ju
Quarter

Sept.30,1995 Dec.31,1995

Net sales $40,389 $47,29
Gross profit 4,760 6,595
Net income 1,162 2,165

Net income per common al
common equivalent share* 0.22 0.40 0.43 (

Mar.31,1997 June 30,1997
$47,361 $46,992
5,812 6,211
2,075 1,981
0.42 0.41

ne 30, 1996
Ended

Mar.31,1996 June 30,1996
$52,218 $43,261

6,853 5,666
2,293 1,535



(1) Includes an after-tax charge of $187 ($.04kshiar final settlement of a complaint by the U.®partment of Justice sent to the Company
on February 10, 1995. The complaint alleged viotatf the Resource Conservation and Recovery ACRR) by a then wholly owned
subsidiary in Waterbury, CT. This subsidiary walslsm June 19, 1996.

(2) Includes an after-tax charge of $480 ($.09ksher cover a revised estimate for remediatiothef@ompany's former manufacturing site in
Carlstadt, New Jersey.

* Adjusted for stock dividends, as appropriate.
Cost of sales during interim periods is determibgedjross profit rates based upon the mix of praslsotd during each quarter.
Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure.
None.
PART IlI
Item 10. Directors and Executive Officers of the Campany

Company's proxy statement relating to the annuatimg of the Company's shareholders to be helderembber 4, 1997, which will be filed
with the Commission not later than 120 days afterend of the fiscal year covered by this Form 1@He "Proxy Statement"), is hereby
incorporated by reference.

Based solely on its review of the copies of sugimfreceived by it, the Company believes that dutfire fiscal year covered by this Form 10-
K all filing requirements applicable to its offiegdirectors, and greater than ten- percent beéakfiwners were complied with.

Item 11. Executive Compensation.
The Company's Proxy Statement is hereby incorpdtayeeference.
Item 12. Security Ownership of Certain Beneficial Qvners and Management.
The Company's Proxy Statement is hereby incorpdtayeeference.
Item 13. Certain Relationships and Related Transaans.
The Company's Proxy Statement is hereby incorpdtayeeference.
PART IV
Item 14. Exhibits, Financial Statement Schedules @Reports on Form 8-K.

(a) See Index to Consolidated Financial StatememdsSchedules included elsewhere herein.
(b) No reports on Form 8-K were filed during theslh months ended June 30, 1997.

(c) Exhibits

3(i) Restated Certificate of Incorporation
(incorporated by reference to Exhibit 4(a )(iii)
to Registration Statement No. 2-70623 on Form S-8
("S-8 2-70623")).

3(ii) Certificate of Amendment dated November 2 1, 1985 to
Restated Certificate of Incorporation (in corporated by
reference to Exhibit 3(ii) to the Company 's Annual
Report on Form 10-K for the fiscal year e nded June 30,
1986 ("1986 10-K")).

3(iii) By-laws (incorporated by reference to Exh ibit
3(iii) to the Company's Annual Report on
Form 10-K for the fiscal year ended June 30, 1981).

3(iii)(a) By-laws (incorporated by reference to bih1l to the Company's Quarterly Report on Forr ébr the quarter ended December 31,
1991).
3(iii)(b) By-laws (incorporated by reference to kbih

3(iii)b to the Company's Annual Report on Form 10-K
for the fiscal year ended June 30, 1996 ( "1996 10-K")).



Exhibit 10(ix)

10(i) Note Agreement dated December 10, 1987 wi th the
Prudential Insurance Company of America ( incorporated
by reference to Exhibit 10(i) to the Comp any's Annual

Report on Form 10-K for the fiscal year e
1987).

10(ii)  Profit Sharing Plan, as amended and resta
effective July 1, 1984 (incorporated by r
Exhibit 10(ii) to 1986 10-K).

nded June 30,

ted
eference to

10(ii)(a) Profit Sharing Plan, as amended and resta ted
effective July 1, 1989 (incorporated by r eference to
Exhibit 10(iii)(a) to the Company's Annua | Report on
Form 10-K for the fiscal year ended June 30, 1995).

10(iv) Excess Benefit Plan, effective June 30, 1 985
(incorporated by reference to Exhibit 10( iv)
to the Company's Annual Report on Form 10 -K for
the fiscal year ended June 30, 1985).

10(iv)(a) Supplemental Executive Retirement Plan,
effective June 30, 1985, as amended and
restated, effective July 1, 1992 (incorpo rated by

reference to Exhibit 10(iv)(a) to the Com
Report on Form 10-K for the fiscal year e
1993 ("1993 10-K")).
10(v) 1980 Stock Option Plan (incorporated by
reference to Item 4(a)(ii) of S-8 2-70623
10(v)(a) 1980 Stock Option Plan (as amended and

pany's Annual
nded June 30,

).

restated effective as of September 19, 19 90)
(incorporated by reference to exhibit
4(c) to Registration Statement No. 33-386 79 on

Form S-8).

10(v)(b) Aceto Corporation Stock Option Plan (as
Amended and Restated effective as of Sept
(and as further Amended effective June 9,
(incorporated by reference to Exhibit 10(
the Company's Annual Report on Form 10-K
year ended June 30, 1992).

ember 19, 1990)
1992)

v)(b) to

for the fiscal

10(vi) Lease between Aceto Corporation and M. Pa risi
& Son Construction Co., Inc. for office
space at One Hollow Lane, Lake Success, N ew York
dated May 24, 1990 (incorporated by refer ence to

Exhibit 10(vi) to the Company's Annual Re
10-K for the fiscal year ended June 30, 1

10(vii) Arsynco, Inc. Severance Plan for employee
not covered by the Collective Bargaining
Agreement dated January 1993 (incorporate
to Exhibit 10(vii) to 1993 10-K).

port on Form
990).
s

d by reference

10(viii) Consulting agreement dated July 1, 1996 b etween the
Company and Robert E. Parsont (incorporat ed
by reference to Exhibit 10(viii) to 1996 10-K).
10(ix) Consulting agreement dated July 1, 1997
between the Company and Arnold J. Frankel .
21 Subsidiaries of the Company (incorporated by

reference to Exhibit 21 to 1993 10-K).
24 Consent of KPMG Peat Marwick LLP.

CONSULTING AGREEMENT

AGREEMENT DATED AS OF 7/1/97
BETWEEN ACETO CORP., A NEW YORK CORPORATION
(THE "COMPANY") AND ARNOLD J. FRANKEL (THE "CONSULRNT")

WHEREAS, Mr. Frankel retired from his position asa@man and C.E.O. of the Company on June 30, 1897,

WHEREAS, the Company desires to retain his senaseGonsultant, as an independent contractor aridesdo the Company, and
Consultant is willing to act in such capacity, be terms and conditions set forth herein:

NOW THEREFORE, in consideration of the promises afithe mutual agreements set forth herein, thégsanereto agree as follow

1. Retention of Consultant. The Company hereby geg&onsultant, and Consultant hereby acceptsengzdgement for a period of eighteen
(18) months commencing on the date hereof (the 8Giting Term"), subject to extension by the writkgreement of the parties and
termination as set forth in Section 8 below.

2. Services. (a) During the Consulting Term Corsulshall render consulting and advisory serviodbé senior executives of the Compe



(i) Consultant shall make himself available to @@mpany for his services for up to 60 business @ay$ereinafter defined) during the
Consulting Term at the facilities of Aceto locatgdhe principal offices of the Company in Lake &ss, NY or at such other locations as the
Company and Consultant may so agree.

For the purpose hereof the term business day steslh a weekday during the business hours of Sta.;np.m. or any part thereof.

(i) The Company may also utilize Consultant's & by telephone and/or fax. Such time expendeddnsultant shall be recorded in a log
and submitted to the Company within 5 days afterehd of each month, or as soon thereafter as Gantsipersonal travel schedule pern
Such time, will be credited to Consultant's serdbggation to Company, using a formula where &hsligurs shall be the equivalent of one
business day.

(iii) Consultant agrees to remain on the Aceto BlazfrDirectors, if elected, for the entire ConsudtiTerm. Consultant fully intends to attend
all Board meetings during the Consulting Term, sabpnly to the provisions of (b) below.

(b) The Company will give due consideration to thavenience of Consultant in respect of the tinlmes@aces at which the Company shall
request the performance of Consultant's service=uhder. The failure or inability of Consultant, f@ason of temporary iliness, reasonable
vacation time or other cause beyond his contralespond to any request made by the Company fardmisulting services hereunder shall
be deemed to constitute a default on his parterptirformance of his obligation to render suchisess

(c) Consultant shall perform advisory and consglgervices hereunder as an independent contractdmot as an employee, of the
Company.

3. Consultant Fee. (a) As compensation for Constdtaervices specified above, the Company shgltgpaonsultant a fee of $192,600, in
installments of $10,700 for each month for 18 merntthring the term of this Agreement. The fee payalereunder shall be paid on the 15th
of each month, whether or not the services of Cieensuushall have been rendered during that mordHog as Consultant shall be willing
and able to render his services for the Consullegn in accordance with the provisions of this Agment, the Company shall be required to
pay Consultant.

(b) In the event that Consultant renders servicerfore than 60 business days, as defined in sec#i@)(i) and 2(a)(ii) above, Company shall
pay Consultant an additional fee at the rate dd®@3 per day. Such fees shall be paid within 5 mssirdays following the end of the month in
which Consultant shall have rendered such additieeraices.

(c) As a member of the Board of Directors who isamemployee of the Company, the Company will @apsultant the fee it deems
appropriate for service on the Board by an outBidlector. As of this date, such fee is $7,500.

4. Expense Reimbursement. The Company will prommgiinburse Consultant for all his travel expensesiired in connection with his
services rendered pursuant to Sections

2(a)(i), 2(a)(ii) and 2(a)(iii) hereof and shallmburse Consultant for all other travel and otlearsonable expenses or disbursements incurred
in rendering his consulting services hereunder.sigh purposes, Consultant shall submit to the Gowypeports of such expenses or
disbursements. However, no reimbursement will bd fmx travel to the Company's offices, or facdiiin the Metropolitan NYNJ area, if the
Consultant resides within 50 miles of the Compaaffise.

5. Confidentiality. The Consultant covenants ancag with the Company that he will not at any timegept in the performance of his
obligations to the Company hereunder or with therpwritten consent of the Company, directly oriredtly, disclose any Confidential
Information that he has obtained or may obtaindason of his past or present association with ahgpany or any of its subsidiaries and
affiliates. The term "Confidential Information" mesaany information concerning or referring in argywo the business of the Company
disclosed to or acquired by the Consultant throughs a consequence of the Consultant's past semrassociation with the Company. For
purposes of this Agreement, Confidential Informatimnsists of information proprietary to the Compamich is not generally known to the
public and which in the ordinary course of businisgsaintained by the Company as confidential. By wf example and without limitation,
Confidential Information consists of trade secrpttgents, inventions, copyrights, techniques, aessignd other technical information in any
way concerning or referring to scientific, techmisamechanical aspects of the Company's prodoots;epts, processes, machines,
engineering, research and development. Confideinfiatmation also includes, without limitation, erfation in any way concerning or
referring to the Company's business methods, bssiplans, forecasts and projections, operatiogsniational structure, finances,
customers, pricing, costing, marketing, purchasingichandising, employees or their compensatidi, pl@cessing, and all other informat
designated by the Company as "confidential".

6. NonCompetition. The Consultant agrees that duringehm of this Agreement and for a period of two getereafter, the Consultant st
not: (i) conspire, plan or otherwise agree to oizgaor develop any business or entity that direstlindirectly competes with the Company;
(i) directly or indirectly organize, own, managgerate or control any entity in direct or indireompetition with the Company, provided,
however, that ownership by the Consultant of notartban 2% of the outstanding stock of an entitglifect or indirect competition with the
Company shall not violate this clause;

(iii) divert or attempt to divert any business gmgd or solicited by the Company during the ternthig Agreement;

(iv) solicit or attempt to solicit, directly or imectly, any of the Company's employees for any petitive service or business; (v) seek or
accept any employment or other work with any comparother entity which competes with the Compe



7. Notices. Any notice or other communication regdior which may be given hereunder shall be itingiand shall be delivered personally
or sent by registered mail, postage prepaid, ihéoCompany to Aceto Corporation, One Hollow L&beite 201, Lake Success, New York
10042, Attention:

Leonard S. Schwartz, Chairman and if to Consultamtpld J. Frankel, 535 East 86th Street, New Ydk,10028, or to such other addres
any party shall specify to the other party in vggi

8. Termination.

(a) Death. In the event of the death of Consultiaming the Consulting Term, this Agreement shathieate as of the date of his death,
without further liability of any party, except iespect of liabilities incurred or accrued up to amduding the date of such termination.

(b) Permanent Disability. In the event the constulteecomes physically or mentally disabled so tieeils unable to render the services
required by this Agreement for a period of six amdive months, or for shorter periods aggregatirgnonths during any twelve month
period, the Company may at any time after thedagtof the six consecutive months of disabilitytter day on which shorter periods of
disability equal an aggregate of six months, teatarthis Agreement by written notice to the Corailt Thereafter, there shall be no further
liability of any party, except in respect of liab#s incurred or accrued up to and including theedf termination. The Consultant will use his
best efforts to cooperate with any physician enddnyethe Company to determine whether or not a Beemt Disability exists.

(c) Cause. The Company may terminate this Agreefoeritause” by written notice to the Consultartiefieafter, there shall be no further
liability of any party, except in respect of liabés incurred or accrued up to and including thgedf termination. Cause shall include,
without limitation, intentional misconduct, dishatg and commission of a crime involving moral ttmde.

9. Arbitration. Any dispute over the interpretati@pplication or claimed violation of any term aoyision of this agreement may be
submitted to arbitration upon the written requdstither party delivered to the other party witkém (10) days of the date that the party
seeking arbitration knew or reasonably should Han@vn of the existence of the dispute. The arlitrahall be selected and the hearing shall
be conducted under the auspices of and pursudmé twles of the American Arbitration Association.

10. Governing Law. This Agreement shall be goveitmgdand construed in accordance with, the lanth®fState of New York.

11. Assignment. This Agreement shall be bindingrugod inure to the benefit of the parties heretbthrir personal representatives,
successors and assigns; provided, however, tlaf\tiieement shall not be assignable by either paithout the prior written consent of the
other party.

12. Severability. If a court of competent jurisdict determines that any term or provision hereafvalid or unenforceable: (i) the remaining
terms and provisions hereof shall be unimpaired;(@psuch court shall have the authority to replauch invalid or unenforceable term or
provision with a term or provision that is validda@enforceable and that comes closest to expretisinigtention of the invalid or
unenforceable term or provision.

13. Entire Agreement. This Agreement, containsetftére agreement among the parties hereto witrece$p the matters set forth herein and
therein, and supersedes and revokes all prioroonatitten agreements and understandings with rtgpereto. This Agreement may be
amended or terminated, and the terms and conditierenf may be waived, only by a written instrums&ghed by the parties hereto.

ACETO CORPORATION

BY:/s/Leonard S. Schwartz
Leonard S. Schwartz
Chai rman, Board of Directors

CONSULTANT

/s/ Arnold J. Frankel
Arnold J. Frankel

Exhibit 24

Independent Auditors' Consent

The Board of Directors
Aceto Corporation:

We consent to incorporation by reference in théstegfion statement (No. 33-38679) on Form S-8 cété Corporation of our report dated
August 15, 1997, relating to the consolidated badagsheets of Aceto Corporation and subsidiaries dsne 30, 1997 and 1996, and the
related consolidated statements of income, shatet®lequity and cash flows for each of the yaathé three-year period ended June 30,
1997, and all related schedules, which report aigpgaghe June 30, 1997 annual report on For-K of Aceto Corporation



KPMG PEAT MARWICK LLP

Jericho, New York
September 24, 1997

Pursuant to the requirements of Section 13 or Bfthe Securities Exchange Act of 1934, the Compgeas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

ACETO CORPORATION

(Company)
By /sl Leonard S. Schwartz / s/ Donal d Horowi tz
Leonard S. Schwartz Donal d Horowitz
Chai rman, President Secretary/ Treasurer and
and Chi ef Executive O ficer Chi ef Financial Oficer

Dat e: Sept enber 24, 1997

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Company and in the capacities and on the dalesated.

Si gnat ures Title Dat e
/sl Leonard S. Schwart z Chai rman, President and 9-24-97
Leonard S. Schwartz Chi ef Executive Oficer
/ s/ Donal d Horowitz Secretary/ Treasurer, 9-24-97
Donal d Horowit z Chi ef Financial Oficer

and Director
/ s/ Ant hony Bal di Di rector 9-24-97
Ant hony Bal di
/ s/ Thomas Brunner Director 9-24-97

Thomas Brunner

/ s/ Sarruel |. Hendl er Di rector 9-24-97
Sanmuel |. Hendl er

ACETO CORPORATION AND SUBSIDIARIES
Index to Consolidated Financial Statements
Independent Auditors' Report

Consolidated financial statements:

Consolidated balance sheets as of June 30, 19979 &dConsolidated statements of income for thesyeaded June 30, 1997, 1996 and
1995

Consolidated statements of cash flows for the yeaded June 30, 1997, 1996 and 1995 Consolidattzhstnts of shareholders' equity for
the years ended June 30, 1997, 1996 and 1995 Motesisolidated financial statements

Schedules:
Il - Valuation and qualifying accounts

All other schedules are omitted because they aresgaired or the information required is giverthie consolidated financial statements or
notes thereto.

Independent Auditors' Report

The Board of Directors
Aceto Corporation:

We have audited the accompanying consolidated balsineets of Aceto Corporation and subsidiaried dane 30, 1997 and 1996, and the
related consolidated statements of income, shatdet®lequity, and cash flows for each of the yeatise three-year period ended June 30,
1997. In connection with our audits of the consaiiédi financial statements, we also have auditefirthacial statement schedule 1l as listed
in the accompanying index. These consolidated irzdustatements and financial statement schedel¢éharresponsibility of the Compan



management. Our responsibility is to express aniopion these consolidated financial statementdiaadcial statement schedule based on
our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetageferred to above present fairly, in all matenégpects, the financial position of Aceto
Corporation and subsidiaries as of June 30, 19671886 and the results of their operations and tash flows for each of the years in the
three-year period ended June 30, 1997, in confgmwith generally accepted accounting principlesodin our opinion, the related financial
statement schedule II, when considered in reldtdhe basic consolidated financial statementsrtasea whole, present fairly, in all material
respects, the information set forth therein.

KPMG PEAT MARWICK LLP

Jericho, New York
August 15, 1997

Aceto Corporation and Subsidiaries
Consolidated Balance Sheets
Years ended June 30, 1997 and 1996

Assets 1997 1996
(In thousands)

Current assets:

Cash and cash equivalents $4 142 $5,380
Short-term investments 10 ,013 10,595
Receivables:
Trade, less allowance for doubtful
accounts 1997,$219; 1996,$207 24 ,627 24,739
Other 1 ,363 590
25 ,990 25,329
Inventory 31 ,210 30,156
Prepaid expenses 240 104
Deferred income tax benefit 1 ,267 1,125
Property held for sale 512 595
Total current assets 73 374 73,284
Long-term investments 11 212 12,737
Long-term notes receivable 948 790

Property and equipment:

Computers 674 616

Furniture and fixtures 573 500

Automobiles 178 230

1 425 1,346

Less accumulated depreciation 1 ,125 1,046

300 300

Other assets 311 191
Total Assets $86 ,145  $87,302

See accompanying notes to consolidated financ#tsients.

Liabilities and Shareholders' Equity 1997 1996
(In thousands except par value)

Current liabilities:

Drafts and acceptances payable $ 743 $ 1,002
Current installments on long-term debt 250 250
Accounts payable 3,939 3,047
Accrued merchandise purchases 1 1,720 11,202
Accrued compensation 3,455 3,330
Accrued environmental remediation 1,387 790
Accrued income taxes 943 701
Other accrued expenses 2,010 2,055

Total current liabilities 2 4,447 22,377



Long-term debt, excluding current

installments 500 1,000
Deferred income taxes 14 14
Redeemable preferred stock 750 750

Shareholders' equity:
Common stock, $.01 par value per share;
Authorized 10,000 shares;

issued: 1997,6,001; 1996,6,001 60 60
outstanding: 1997,4,654; 1996,5,188
Capital in excess of par value 5 7,381 57,387
Retained earnings 2 1,079 16,646
7 8,520 74,093
Less:
Cost of common shares held in treasury;
1997, 1,347 shares; 1996, 813 shares 1 8,086 10,932
Total shareholders' equity 6 0,434 63,161

Commitments and contingencies
Total Liabilities and Shareholders' Equity $8 6,145  $87,302
Aceto Corporation and Subsidiaries

Consolidated Statements Of Income
Years ended June 30, 1997, 1996 and 1995

1997 1996 1995
(In thousands except p er share amounts)
Net sales $169,387  $18 3,163  $164,783
Cost of sales 148,053 15 9,289 139,949
Gross profit 21,334 2 3,874 24,834
Selling, general and
administrative expenses 12,719(1) 1 3,430 13,847
Provision for environmental
remediation 800(2) - -
Operating profit 7,815 1 0,444 10,987
Other income (expense):
Interest expense (110) (157) (196)
Interest and other
income 2,496 1,522 1,824
2,386 1,365 1,628
Income before income taxes 10,201 1 1,809 12,615
Income taxes:
Federal:
Current 3,571 3,603 4,016
Deferred (121) 346 89
State and local:
Current 544 644 738
Deferred (21) 62 16
3,973 4,655 4,859
Net Income $6,228(1)(2) $ 7,154 $ 7,756

Net income per common and
common equivalent share: $ 1.24(1)(2) $ 1.34 $ 1.38

See accompanying notes to consolidated financ#tsients.

(1) Includes an after-tax charge of $187($.04/9h&225 pre-tax, in final settlement of a compldiptthe U.S. Department of Justice sent to
the Company on February 10, 1995. The complaiagatl violation of the Resource Conservation andRay Act (RCRA) by a then
wholly owned subsidiary in Waterbury, CT. This sdiary was sold on June 19, 1996.

(2) Includes an after-tax charge of $480($.09/sh&®&00 pre-tax, to cover a revised estimate foradiation of the Company's former
manufacturing site in Carlstadt, NJ.

Aceto Corporation and Subsidiaries
Consolidated Statements of Cash Flows
Years ended June 30, 1997, 1996 and 1995

199 7 1996 1995



(In thousands)
Operating activities:
Net income $6,22 8 $7,154  $7,756
Adjustments to reconcile net income to
net cash provided by operating activities:

Depreciation 17 9 265 299
Loss (gain) on sale of assets (19 8) 257 --
Stock distribution to employees - 3 1
Effect of market value over original
option price for options exercised 5 9 144 272
Provision for doubtful accounts 1 2 3 28
Provision for (recovery of) deferred
income taxes (14 2) 407 104
Changes in operating assets and
liabilities:
Decrease (increase)in investments -
trading securities (43 7) 2,965 1,044
Decrease (increase) in trade accounts
receivable 10 0 1,350 (2,540)
Decrease (increase) in other receivables (77 3) 576 (406)
Decrease (increase) in inventory (1,05 4) 367  (4,350)
Decrease (increase) in prepaid expenses (13 6) 123 321
Decrease (increase) in long-term
notes receivable (15 8) 28 25
Increase in other assets (12 0) - -
Increase (decrease) in drafts &
acceptances payable (25 9) 73 (421)
Increase (decrease) in accounts payable 89 2 