CORPORATE GOVERNANCE

Strengthening Corporate Governance

The Mediceo Paltac Group is
strengthening its corporate governance
system with a focus on maximizing cor-
porate value while ensuring sound, trans-
parent management.

The Board of Directors considers and
decides matters stipulated by manage-
ment policy and by law, as well as other
important matters concerning manage-
ment, and also supervises the status of
overall business execution. The Board
consists of 13 directors, and holds
monthly meetings attended by corporate
auditors. The term of office of directors
was reduced from two years to one year
to support the creation of an optimal,
agile management structure and promote
shareholder confidence. Retirement ben-
efits for directors and corporate auditors

The Mediceo Paltac Group ensures sound, transparent

management in developing its operational framework in

order to continuously improve corporate value.

were abolished to clarify performance-
based management evaluation.

The Company has adopted the execu-
tive officer system to clearly separate
management decision-making and super-
vision from business execution. In addi-
tion, to promote efficient Group manage-
ment activities, the representative direc-
tors, directors and individuals so desig-
nated by the President form the
Management Meeting. Functioning as an
advisory council, the Management
Meeting convenes twice a month, in prin-
ciple, to share information on the Group's

management strategies and deliberate
and consider business solutions.

The Company has also adopted the
auditor system, and has six corporate
auditors, four of whom are from outside
the Company. The corporate auditors
strictly monitor the execution of the
duties of directors from the standpoints
of legality and efficiency. The outside
corporate auditors have no personal,
financial, business or other relations of
interest with the Company.
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Upgrading Internal Control Systems
and Strengthening Risk Management
Systems

In accordance with the enforcement of
the Corporation Law as of May 1, 2008, the
Company established and is implementing
the basic policy for systems that ensure
the appropriateness of business opera-
tions, or internal control systems, based on
Article 362, Paragraph 5 of the Law.

The Company sets rules and guidelines,
conducts training and prepares a manual
with regard to its risk management system,
and promotes thorough familiarity with
them among employees. If a risk material-
izes and is expected to have a serious
impact, a director in charge of crisis man-
agement appointed in advance takes a
leadership role.

As a system to ensure efficient execu-
tion of duties by directors, the Company
has established a Corporate Planning
Division, Administration Division,
Pharmaceutical Sales Division and
Logistics Division, and the Board of
Directors appoints a director or executive
officer as general manager to oversee
and manage each division. The president
and CEO holds meetings of the
Management Meeting and the CSR
Committee, and promotes unified efforts
and cooperation among different units.
The annual budget is prepared based on
the medium-term management plan for-
mulated by the Board of Directors, and
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performance management is conducted
with the use of information technology.
In addition, the department in charge of
investor relations works to make timely
disclosure to ensure transparency and
fairness in the markets of the Company
and its subsidiaries.

Strengthening the Audit System

The four-member Auditing Office,
under the direct control of the President,
conducts regular, Company-wide internal
audits. Based on the Basic Audit Policy
prepared each fiscal year, the Auditing
Office carries out on-site, paper and com-
bined audits covering all aspects of the
Company’s business execution and orga-
nizational structure. Upon completion of
the audits, the Auditing Office prepares
an audit report and submits it to the
President. After determining areas in
need of improvement, the President
issues instructions to the concerned divi-
sions, and has them prepare improvement
plans and report on implementation.

Corporate audits are conducted by
three full-time corporate auditors and
three part-time corporate auditors. The
corporate auditors attend all meetings of
the Board of Directors in addition to impor-
tant meetings within the Company, and
conduct audits in areas including legal
compliance and adherence to the
Company's articles of incorporation, com-
petitive trade and conflict of interest rules.

Corporate auditors also attend meet-
ings of the independent auditors concern-
ing audit plans and results to exchange
views, and work to perform efficient and
effective audits through collaborative
efforts including participation in audits of
business sites and subsidiaries. In addi-
tion, the corporate auditors exchange
views concerning the business execution
audits of the Internal Audit Division. As of
June 29, 20086, the Company has been
receiving the auditing services of KPMG
AZSA & Co. The Group is providing all
necessary information and data in order
to create and upgrade an environment for
conducting appropriate audits.

The four outside corporate auditors
have no personal, financial, business or
other relations of interest with the
Company.

Compensation of Officers and
Independent Public Accountants

Total compensation for directors and
corporate auditors in the year ended
March 31, 2007 was ¥580 million. Of
this, ¥486 million was paid to directors,
and ¥93 million to corporate auditors.

The Company also paid KPMG AZSA
& Co. ¥54 million for services provided
pursuant to Article 2, Paragraph 1 of the
Certified Public Accountants Law; no
compensation was paid for other servic-
es. These figures do not include con-
sumption tax.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 350
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 350
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 72
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /JPN <>
  >>
>> setdistillerparams
<<
  /HWResolution [350 350]
  /PageSize [612.000 792.000]
>> setpagedevice




