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1. Resultsfor the Interim Period Ended September 30, 2006 (April 1, 2006 - September 30, 2006)

Note: All amounts are rounded down to the nearest million yen.

(1) Sdesand Income

Net sdes Y ear-on-year Operating Y ear-on-year Ordinary Y ear-on-year
(¥ million) change (%) income change (%) income change (%)
(¥ million) (¥ million)

Interim period ended Sept. 30, 2006 | 1,073,411 26.1 14,330 174.8 21,678 89.8
Interim period ended Sept. 30, 2005 850,974 4.4 5,214 (14.0) 11,420 (74)
Y ear ended March 31, 2006 1,921,713 0 20,608 0 32,736 0

Net income Y ear-on-year Earnings per share (¥) Earnings per share (diluted)

(¥ million) change (%) ¥
Interim period ended Sept. 30, 2006 8,632 4.4 37.49 37.22
Interim period ended Sept. 30, 2005 9,031 315 48.37 46.08
Y ear ended March 31, 2006 20,842 0 97.64 94.22

Notes: 1. Equity in earnings of affiliates: Interim period ended Sept. 30, 2006: ¥0 million;
Interim period ended Sept. 30, 2005: ¥& million; Year ended March 31, 2006: ¥0 million
2. Average number of shares outstanding (consolidated): Interim period ended Sept. 30, 2006: 230,244,964 shares,
Interim period ended Sept. 30, 2005: 186,715,815 shares; Year ended March 31, 2006: 209,013,592 shares
3. Changesin accounting methods: Yes
4. Year-on-year change for net sales, operating income, ordinary income, and net income represent comparisons with the

previous interim period.

(2) Financia Position

Total assets Net assets Net worth ratio Net assets

(¥ million) (¥ million) (%) per share (¥)
Interim period ended Sept. 30, 2006 1,016,613 248,995 245 1,080.70
Interim period ended Sept. 30, 2005 833,376 182,480 21.9 966.37
Y ear ended March 31, 2006 993,491 242,413 24.4 1,051.97

Note: Number of shares outstanding a end of period (consolidated): Interim period ended Sept. 30, 2006: 230,402,724 shares,
Interim period ended Sept. 30, 2005: 188,832,028 shares; Y ear ended March 31, 2006: 230,023,554 shares

(3) Cash Flows
Cash flows from Cash flows from Cash flows from Cash and cash
operating activities investing activities financing activities | equivalentsat end of
(¥ million) (¥ million) (¥ million) period (¥ million)
Interim period ended Sept. 30, 2006 (4,962) (6,319) (869) 132,279
Interim period ended Sept. 30, 2005 (831) (4,746) (1,320) 112,222
Y ear ended March 31, 2006 41,795 4,366 (22,375) 142,908
(4) Scope of consolidation and application of the equity method
Consolidated subsidiaries: 11 companies
Unconsolidated subsidiaries accounted for by the equity method: None
Affiliated companies accounted for by the equity method: None
(5) Changesin scope of consolidation and application of the equity method:
Consolidation: (New) None (Eliminated) None
Equity method: (New) None (Eliminated) None
2. Projected Results for Fiscal 2007 (April 1, 2006 - March 31, 2007)
Net sdes Ordinary income Net income
(¥ million) (¥ million) (¥ million)
Y ear ending March 31, 2007 2,162,000 38,800 17,700

Reference: Estimated earnings per share (fiscal 2007): ¥76.53

Note: Please refer to page 6 of the attached materials for items concerning the projected results.




1. Corporate Group

The Mediceo Paltac Group consists of 35 consolidated subsidiaries and 5 affiliates, with Mediceo Paltac Holdings Co.,
Ltd. asthe core. The Group companies are primarily engaged in sales of pharmaceuticals, cosmetics, daily necessities
and other goods, and provision of services. The organization by business of the group companiesis shown in the flow
chart below.

(As of September 30, 2006)
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the equity method 5 companies
— Capital relationship
::>:: Products/services
Notes:

. OnApril 1, 2006, KURAYA SANSEIDO Inc. transferred its prescription pharmaceutical wholesale businessin
Toyama, Ishikawa and Fukui prefecturesto 1IZUTSU PHARMACEUTICAL CO., LTD. As of the sasme date,
IZUTSU PHARMACEUTICAL CO., LTD. changed itsnameto IZUTSU KURAYA SANSEIDO Inc.

. OnApril 1, 2006, KURAYA SANSEIDO Inc. transferred a portion of its medical equipment businessin Osaka,
Hyogo and Nara prefectures to MEDICEO MEDICAL CO., LTD.

. OnApril 1, 2006, USHIODA SANGOKUDO YAKUHIN CO., LTD. changed itsname to USHIODA KURAYA
SANSEIDO Inc.

. OnOctober 1, 2006, KURAYA SANSEIDO Inc. and EVERLTH CO., Ltd. will transfer their respective OTC
pharmaceutica businesses to PALTAC CORPORATION.



Overview of Consolidated Subsidiaries

=

Capital Percentage of
Company name Address i Principal business voting rights Nature of relationship
(¥ million) (%)
Prescription Directorsin common with
g%NSI'_:{r%YAKUH IN Akita, Akita 2,400 | pharmaceutical wholesale 100.0 the Company; guarantee of
N ) business debt; sale of products
" Directorsin common with
Prescription .
USHIODA KURAYA | \1ito, Ibaraki 98 | pharmaceutical wholesale 1000 | theCompany; guarantee of
SANSEIDO Inc. business debt; borrowing and loan of
facilities; sale of products;
" Directorsin common with
Prescription ’ h
KURAYA SANSEIDO Chuo-ku, Tokyo 100 | pharmaceutical wholesale 100.0 the Company; l_i)C_)r_rCl{VI ng
Inc. busi and loan of facilities; sale of
usiness
products
Prescription Directorsin common with
\S(,':\IEIA S'ggg?n'éURAYA Chuo, Yamanashi 57 | pharmaceutical wholesale 100.0 the Company; loan of
’ business facilities; sale of products
Prescription Directorsin common with
E.ﬁl)sa YAKUHIN €O, Gifu, Gifu 809 | pharmaceutical wholesale 100.0 the Company; borrowing of
) business facilities; sale of products
" Directorsin common with
Prescription . )
1IZUTSU KURAY A Nakagyou-ku, 118 | phar tical wholesale 100.0 the Company; l_i)C_)r_rCl{VI ng
SANSEIDO Inc. Kyoto business and loan of facilities; sale of
products
Nakaku Prescription Directorsin common with
EVERLTH Co.,, Ltd. Hiroshi m a 1,510 | pharmaceutical wholesale 100.0 the Company; sale of
business products
Presciption the Compary: et
ATOL Co,, Ltd. Hakata-ku, Fukuoka 3,965 | pharmaceutical wholesale 100.0 roducts: bor’rowin o
business procucts, 9
facilities
" Directorsin common with
Prescription .
MEDICEO MEDICAL Bunkyo-ku, Tokyo 280 | pharmaceutical wholesale 100.0 the_ CC.’mF’a“yv I_oan of
CO.,LTD. business facilities; socking and sale
of products
Cosmetics, daily
PALTAC necessitiesand OTC Directorsin common with
CORPORATION Chuo-ku, Osaka 5,206 pharmaceutical wholesale 100.0 the Company
business
KURAYA KASEI, INC. | Nagano, Nagano 20 | Related business 100.0 Guarantee of debt; loan of

facilities

Note: SENSHU YAKUHIN CO., LTD., KURAYA SANSEIDO Inc., ATOL Co., Ltd. and PALTAC CORPORATION are special

subsidiaries.




2. Management Policies

(1) Basic Management Policy
The Mediceo Paltac Groupds management philosophy is fiContributing to peopleis health and the advancement of
society through creation of value in distribution.o

Management policy
1. Creating avvitalized corporate culture to make the Mediceo Paltac Group trusted by society
2. Management that rai ses shareholder value and thorough legal compliance
3. Faithfully create afree and open-minded corporate culture and train creative personnel

Basic operating policy
Weraise thelevd of energy among the united companies of Mediceo Paltac.
We fully concentrate on reform and improvement.
We overcome organizational hurdles and sublimate knowledge into shared wisdom.
We pursue a basic palicy of listening.
We work hard to create unity.

(2) Basic Palicy for Distribution of Profits
By increasing profitability, the Group strives to increase retained earnings for use in future business development and
strengthening of operations, while also providing stable dividendsto shareholders.

(3) Target Management | ndicator sand M edium-to-Long-Term Management Strategies
The Medium-Term Consolidated Management Plan for the three years from April 2005 to March 2008 is as follows.

(Basic Palicy of the Medium-Term Consolidated Management Plan)
Establish a Customer-Oriented Distribution Business Model

(Focus Paints)

1. Create an environment capable of supporting growth

1 Aspireto be an organization that isrich in creativity and has ample ability and speed.
1 Exercise price formation functions based on partnerships with customers.

{1 Continuoudly improve business operations to strengthen cost competitiveness.

' Enhance employee education and training to develop the employees that will shape the companyds future.

2. Evolve logigtics that start with the customer

1 Shift to logistics that start with the customer

1 Focus on objective evaluations from customers

1 Ensure high shipping accuracy and arobust, stable supply system to earn customer trust.

3. Create new value that enricheslife
1 Transform into anew type of wholesaler by combining medical care with health and beauty.
1 Enhance product selection functions from the perspective of creating new demand.

Consolidated Management Targets (Y ear ending March 31, 2008)

Net sales ¥2,175 hillion
Gross profit ¥186.6 hillion
SG&A expenses ¥155.9 hillion
Operating income ¥30.7 hillion
Ordinary income ¥41.6 hillion
Net income ¥24.3 billion
Return on assets (ROA) 3.0%
Return on equity (ROE) 9.2%

(4) Infor mation Concer ning Parent and Other Companies
N/A



3. Business Results and Financial Position
(1) Business Results
1) Summary of the Interim Period Ended September 30, 2006

During the six months ended September 30, 2006, the Japanese economy recovered moderately
overall. While growth in consumer spending weakened, capital investment continued to i ncrease, and
widening improvement was seen in employment conditions, despite lingering severity.

The Mediceo Paltac Group launched the Business I nnovation Committee (BIC) on April 1, 2006, and
will work to build a new business model for the prescription pharmaceutical businessin order to realize
stable long-term growth.

In addition, Mediceo Paltac Holdings acquired 34.0 percent of the common stock of Nihon Hospital
Service Co., Ltd.(Chiyoda-ku, Tokyo), which was awholly owned subsidiary of Mitsubishi Corporation
(Chiyoda-ku, Tokyo). As aresult, by combining the functions and know-how of the Mediceo Paltac
Group and Nihon Hospital Service in the supply processing & distribution (SPD) business, we intend to
provide sophisticated, high-value-added SPD services for a complete range of products from
pharmaceuticals to medical materials.

In addition, to promote more efficient, enhanced sales activities, on April 1, 2006 KURAY A
SANSEIDO Inc. transferred its prescription pharmaceutical wholesale business in Toyama, Ishikawa and
Fukui prefecturesto IZUTSU KURAY A SANSEIDO Inc. (formerly 1IZUTSU PHARMACEUTICAL
CO., LTD.), and a portion of its medical equipment business in Osaka, Hyogo and Nara prefectures to
MEDICEO MEDICAL CO., LTD.

The Mediceo Paltac Group offered early retirement to empl oyees of prescription pharmaceutical
wholesale business companies (excluding MEDICEO MEDICAL CO., LTD.). As of September 30, 2006,
305 employees retired under this program.

Asaresult, for theinterim period, consolidated net sales totaled ¥1,073,411 million (a 26.1 percent
increase compared with the same period of the previous year), operating income was ¥14,330 million (a
174.8 percent increase), ordinary income was ¥21,678 million (an 89.8 percent increase) and net income
was ¥8,632 million (a 4.4 percent decrease).

Sales of the main business segments were as foll ows.

1 Prescription Pharmaceutical Wholesale Business

The prescription pharmaceutical market was weak due to the effects of an average 6.7 percent
reduction in National Health Insurance (NHI) drug price standards on April 1, 2006. The Mediceo Paltac
Group adjusted its selling prices with the reduction in NHI drug price standards, and conducted sales
activities with afocus on price formation based on economic rationality and on securing reasonable
profits. In addition, the Group promoted consistent sales measures. As aresult, sales of the Prescription
Pharmaceutical Wholesale Business totaled ¥810,030 million.

1 Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business

Sales of cosmetics and daily necessities continued to increase steadily, primarily at drugstores. Sales
of OTC pharmaceuticals were lackluster due to weak demand resulting from slumping sales of seasonal
products and other items. As aresult, sales of the Cosmetics, Daily Necessities and OTC Pharmaceutical
Wholesale Busi ness were ¥260,576 million.

In the OTC pharmaceutical wholesale business, on April 1, 2006 PALTAC CORPORATION, a
wholly owned subsidiary of the Company, merged with ALCOS Co., Ltd. (Shime-cho, Fukuya-gun,
Fukuoka Prefecture), awholly owned subsidiary of the Company with sales bases in the Kyushu region,
with PALTAC CORPORATION as the surviving company and ALCOS Co., Ltd. dissolved.

Note: Sales of business segments include intersegment sales.
2) Sales and Income Analysis

1 Consolidated Net Sales

Consolidated net sales were ¥1,073,411 million, a 26.1 percent increase compared with the same
period in the previous year.

Thelargeincrease in consolidated net sales was due to the addition of PALTAC CORPORATION as
a consolidated subsidiary on October 1, 2005.



1 Consolidated Operating Income

Despite therevision of NHI drug prices in April 2006, the Companybs efforts to conduct sales
activities with a focus on securing reasonable profits and the addition of PALTAC CORPORATION asa
consolidated subsidiary resulted in gross profit of ¥95,157 million, a 40.1 percent increase compared with
the same period of the previous year. Although we made efforts to reduce costs through measures such as
integration of core sales, distribution and accounting systems in the Group, selling, general and
administrative expenses totaled ¥80,826 million, an increase of 28.9 percent, and increased 0.2
percentage point to 7.6 percent of net sales, from 7.4 percent in the previous interim period, due to the
application of business combination accounting as of this interim period and the amortization of the full
amount of goodwill.

As aresult, consolidated operating income was ¥14,330 million, an increase of 174.8 percent
compared with the same period in the previous year.

1 Consolidated Ordinary Income

Non-operating income was ¥8,297 million, an increase of 25.8 percent compared with the same period
of the previous year, mainly because the Company recorded research fee income and amortization of
negative goodwill. Non-operating expenses totaled ¥949 million, an increase of 142.5 percent, dueto an
increase in interest expense and other items.

As aresult, consolidated ordinary income was ¥21,678 million, an increase of 89.8 percent compared
with the same period of the previous year.

1 Consolidated Net Income

Extraordinary gains totaled ¥322 million, a decrease of 61.9 percent compared with the same period of
the previous year. Extraordinary |osses totaled ¥8,693 million, an increase of 518.5 percent, due to factors
including additional retirement benefits for employees and loss on impairment of fixed assets.

As aresult, consolidated net income was ¥8,632 million, a decrease of 4.4 percent compared with the
same period of the previous year.

3) Outlook for the Fiscal Y ear

On October 1, 2005, the Company carried out a management integration with PALTAC
CORPORATION, awholesaler of cosmetics and daily necessities, using the share exchange system. We
will work aggressively to realize synergy and cut costs by quickly combining the management know-how
of the two companies and integrating healthcare-related businessinto PALTAC CORPORATION. In
addition, under our comprehensive business alliance with Mitsubishi Corporation, we will promote new
busi nesses to respond to changes in soci ety and the needs of healthcare institutions.

In the Prescription Pharmaceutical Wholesale Business, we will continue to conduct detailed,
community-based sales activities and will work toward price formation that considers economic
rationality. Wewill also reinforce relationships of trust by enhancing our added-value functions for
customers such as hospitals and dispensing pharmacies.

In the Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business, PALTAC
CORPORATION will handle OTC pharmaceuticals in addition to cosmetics and daily necessities,
thereby further strengthening and enhancing its services for customers. On October 1, 2006, the OTC
pharmaceutical wholesale business of KURAY A SANSEIDO Inc. and EVERLTH Co.,, Ltd. was
concentrated in PALTAC CORPORATION, which will facilitate reinforcement of Paltacis sales
foundation as well as efficiency improvements and cost reductions.

As aresult, for the year ending March 31, 2007, the Company projects consolidated net sales of
¥2,162.0 billion (a year-on-year increase of 12.5 percent), consolidated ordinary income of ¥38.8 hillion
(ayear-on-year increase of 18.5 percent) and consolidated net income of ¥17.7 billion (a year-on-year
decrease of 15.1 percent). On a non-consolidated basis, the Company projects net sales of ¥1,505.0
billion (a year-on-year decrease of 0.5 percent), ordinary income of ¥10.8 billion (a year-on-year increase
of 33.6 percent) and net income of ¥7.6 billion (a year-on-year increase of 54.5 percent).

Projections of results are prepared on the basis of information available to management on the date of announcement. Various factors
could cause actual resultsto differ from the projected figures.




(2) Financial Position

On aconsolidated basis, cash and cash equivalents (hereafter, finet casho) at the end of the interim
period decreased ¥10,628 million (7.4 percent) from the end of the previous fiscal year, to ¥132,279
million. Net cash used in operating activities was ¥4,962 million, net cash used in investing activities
was ¥6,319 million, and net cash used in financing activities was ¥869 million. Theincrease in net cash
related to the merger of consolidated subsidiaries was ¥1,522 million.

1 Cash Flows from Operating Activities

The decrease in net cash from operating activities was ¥4,962 million (in the same period of the
previous year the decrease was ¥831 million). Although income before income taxes was ¥13,307 million
(anincrease of 22.5 percent), the decrease resulted mainly from an increase in inventories of ¥3,808
million, a decrease in notes and accounts receivable T trade of ¥6,375 million, and cash paid for income
taxes of ¥7,577 million.

1 Cash FHows from Investing Activities

The decrease in net cash from investing activities was ¥6,319 million (in the same period of the
previous year the decrease was ¥4,746 million). The decrease mainly resulted from ¥6,133 millionin
payments for purchases of property, plant and equipment, including RDC Chugoku (tentative name).

1 Cash Flows from Financing Activities

The decrease in net cash from financing activities was ¥869 million (in the same period of the
previous year the decrease was ¥1,320 million). The main components were a ¥1,218 million net increase
in short-term bank loans and ¥2,070 million in cash dividends paid.

Trends of Cash Flow Indicators

Y ear ended Y ear ended Y ear ended Y ear ending
March 31, 2004 March 31, 2005 March 31, 2006 March 31, 2007
Interim Year Interim Year Interim Year Interim
end end end
Net worth ratio (%) 19.0 20.6 20.6 19.8 21.9 24.4 245
'E‘;t)worth ratio on market valuebasis |, g 30.9 265 312 | 410 44.1 54.8
0
Debt repayment period (years) - 18 18 0.6 - 0.9 -
Interest coverage ratio - 437 443 1122 - 207.9 -
Notes:

Net worth ratio on amarket value basis: Total market value of stock/Totd assets

Debt repayment period: Interest-bearing liabilities/Cash flows from operating activities

Interest coverage ratio: Cash flows from operating activitied/Interest expense

1. All indicators are cal culated based on consolidated financia figures.

2. Total market vadue of stock is calculated by multiplying the closing price at the end of the period by the number of shares
issued and outstanding a the end of the period (excluding the number of treasury shares).

3. Cash flows from operating activities are as stated on the consolidated statements of cash flows. Interest-bearing liabilities
includes al debt stated on the consolidated balance sheets on which interest is paid. For interest expenses, cash paid for
interest in the consolidated statements of cash flowsis used.

4. Debt repayment period and interest coverage retio are not listed if they are negative.

5. The calculation of debt repayment period for interim periods is doubled because cash flows from operating activities are

converted
to ayearly amount.



(3) Businessand Other Risks
The main risks in the business of Mediceo Paltac Holdings Co., Ltd. and the Mediceo Paltac Group are asfollows.

.. Risksrdated to specific legal regulations, etc.

The pharmaceutical wholesal e business and the medical-rel ated business handl e various types of
pharmaceutica s and related products. Therefore, they conduct sales activities after receiving the necessary
authorizations, regigtrations, designations and licenses from the local governments where business sites are
located, pursuant to the Pharmaceutical Affairs Law and other laws.

Medical system reform

In Japan, fiscal reconstruction isan urgent issue, and medical system reforms are being implemented as part of
this. Depending on their content, these reforms may affect the business results of the pharmaceutical wholesale
business and the medical-related business.

Investment cost and unit selling prices

By merging with other wholesalers, Mediceo Paltac Holdings Co., Ltd. and the Mediceo Paltac Group are
expanding their competitive scale and scope. Increased investment costs associated with improvement and
expansion of the distribution and information systems to handle these expansions or alarger than expected
decrease in unit selling prices may affect business results.

Sales discontinuations, product recalls, etc.
Business results may be affected in the event of a situation such as the discontinuation of sales or recall of
products due to factors such as unforeseen side effects or tampering with products sold.

System trouble

The business of Mediceo Paltac Holdings Co., Ltd. and the Mediceo Paltac Group isheavily reliant on
computer network systems. Discontinuation of functions due to a natural disaster, accident, intrusion of a
computer virus or other occurrences, may result in significant obstacles to product distribution.

Default risk

Business results would be affected in the event that a default occurs due to the bankruptcy or civil
rehabilitation, etc. of customers, in regard to the credits associated with ongoing transactions that Mediceo Paltac
Holdings Co., Ltd. and the Mediceo Paltac Group conduct with medical ingitutions.

Merchandisinventory risk

Business results may be affected in the event that merchandise inventory held by Mediceo Paltac Holdings Co.,
Ltd. and Mediceo Paltac Group companies declines in value or becomes unsal eabl e due to the bankruptcy or
civil rehabilitation, etc. of suppliers.

. Litigation risk
Mediceo Paltac Holdings Co., Ltd. or Mediceo Paltac Group companies may be parties to litigation requesting
payment of damages in the course of conducting business activities.

Variousrisks other than these exist, and the risks described here are not al of the risks of Mediceo Paltac Holdings
Co., Ltd. and Mediceo Paltac Group companies.



4-1. Interim Consolidated Balance Sheets
(Millions of yen, rounded down to the nearest million; %)

Asof Asof Asof
September 30, 2006 | September 30, 2005 March 31, 2006
ASSETS
| Current assets
1. Cash on hand and in banks *2 133,514 113,377 144,268
2. Notes and accounts receivable T trade 493,678 435,896 489,442
3. Marketable securities 0 2 0
4. Inventories 106,264 67,404 96,675
5. Deferred income taxes 13,988 6,755 8,592
6. Accountsreceivable 40,204 31,037 37,791
7. Other current assets 2,697 2,707 2,770
Allowance for doubtful accounts (5,634) (3,346) (5,459
Total current assets 784,711 77.2% 653,835 78.5% 774,082 | 77.9%
Il Fixed assets
1. Tangible fixed assets: *1
(1) Buildingsand structures *2 62,236 49,188 63,558
(2) Land *2 72,010 62,468 72,196
(3) Construction in progress 5,207 305 1,819
(4) Other tangible fixed assets 12,849 9,387 13,693
Total tangible fixed assets 152,303 121,349 151,267
2. Intangible fixed assets:
(1) Goodwill 9,875 0 0
(2) Software 4,310 5,010 4,682
(3) Other intangible fixed assets 857 872 1,456
Total intangible fixed assets 15,043 5,882 6,139
3. Investments and other assets:
(1) Investment securities *2 48,207 39,027 47,950
(2) Long-term loansreceivable 734 835 775
(3) Deferred income taxes 851 1,939 1,192
(4) DeferredincometaxesT land
revaluation 0 133 o}
(5) Other 18,857 14,906 16,478
Allowance for doubtful accounts (4,095) (4,532 (4,396)
Total investments and other assets 64,555 52,309 62,001
Total fixed assets 231,901 22.8%| 179,540 21.5%| 219,409 | 22.1%
Total assets 1,016,613 | 100.0%| 833,376 | 100.0%| 993,491 | 100.0%




4-1. Interim Consolidated Balance Sheets

(Millions of yen, rounded down to the nearest million; %)

As of As of As of
September 30, 2006 | September 30, 2005 March 31, 2006
LIABILITIES
| Current ligbilities:
1. Notes and accounts payabletrade *2,4 | 630,600 561,200 631,285
2. Short-term bank loans *2 27,433 5,075 25,878
3. Long-term debt due within one year *2
4. Income taxes payable 5,426 385 5,017
5. Deferred income taxes 8,291 2,733 8,107
6. Reserve for bonuses o) 3 o)
7. Allowance for losses on salesreturns 8,145 6,976 8,020
8. Other current liahilities 971 704 961
29,188 14,834 21,998
Total current liabilities 710,057 69.8% | 591,913 71.0% | 701,270 70.6%
Il Long-term liabilities:
1. Convertible bonds 1,512 6,902 1,867
2. Long-term debt *2 6,831 751 5,636
3. Deferred income taxes 10,622 6,726 8,010
4. Deferred income taxes 1 land
revaluation 1,056 938 1,075
5. Reserve for employees retirement
benefits 17,755 14,396 17,068
6. Reserve for directorsh and corporate
auditorsh retirement benefits o} o} 492
5. Consolidated adjustment account o} 25,404 11,749
6. Negative goodwill 18,005 o} o}
7. Other long-term liabilities 1,778 3,857 3,908
Total long-term liabilities 57,561 57% | 58,976 7.1% 49,807 5.0%
Total liahilities 767,618 75.5% | 650,890 78.1% | 751,077 75.6%
MINORITY INTERESTS 4 0.0% 0 o}
Minority interests o} o} 4 o}
SHAREHOLDERS) EQUITY
| Common stock o} o} 18,962 2.3% 21,479 2.2%
Il Capita surplus o} o} 69,014 8.3% | 131,328 13.2%
Il Retained earnings o} o} 106,473 12.8% | 115,948 11.7%
IV Land revaluation surplus o} o} (19,151) (2.3%) | (18,750) (1.9%)
V Unredized gain on available-for-sale
securities o} o} 9,228 1.1% 11,317 1.1%
VI Treasury stock, at cost 0 o} (2,046) (0.3%) | (18,909) (1.9%)
Total shareholdersi equity o} o} 182,480 21.9% | 242,413 24.4%
Total liabilities, minority interests and
shareholdersh equity o} o} 833,376 100.0% | 993,491 100.0%
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(Millions of yen, rounded down to the nearest million; %)

As of As of As of
September 30, 2006 | September 30, 2005 March 31, 2006

NET ASSETS
| Shareholdersh equity

1. Common stock 21,657 2.1% o} o} o} o}

2. Capital surplus 131,505 12.9% o} o} o} o}

3. Retained earnings 120,992 11.9% o} o} o} o}

4. Treasury stock, at cost (18,927) (1.8%) o} o} o} o}
Total shareholdersi equity 255,228 25.1% o} o} o} o}
Il Valuation, foreign currency and other

adjustments
1. Unredlized gain on available-for-sale
securities 11,695 1.2% o} o} o} o}

2. Land revaluation surplus (17,927) (1.8%) o} o} o} o}
Total valuation, foreign currency and other

adjustments (6,232 (0.6%) o} o} o} o}
Total net assets 248,995 24.5% o} o} o} o}
Total liabilities and total net assets 1,016,613 | 100.0% o} o} o} o}
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4-2. Interim Consolidated Statements of Operations

(Millions of yen, rounded down to the nearest million; %)

Interim period ended Interim period ended Y ear ended
Sept. 30, 2006 Sept. 30, 2005 March 31, 2006
I Netsales 1,073,411 100.0% | 850,974 100.0% | 1,921,713 100.0%
Il Cost of sdes 978,276 91.1 783,045 92.0 1,760,112 91.6
Gross profit 95,135 8.9 67,928 8.0 161,601 8.4
Reversd of dlowance for losses on sales returns 993 710 974
Provision for allowance for |osses on sdes
returns (971) (704) (973)
Net gross profit 95,157 89 67,934 8.0 161,603 8.4
Il Selling, general and administrative expenses+1 80,826 7.6 62,719 7.4 140,995 7.3
Operating income 14,330 13 5,214 0.6 20,608 11
IV Non-operating income:
1. Interest income 119 123 249
2. Dividend income 597 284 488
3. Research feeincome 2,476 2,215 4,472
4. Real edtate rental income 829 378 1,267
5. Amortization of consolidation difference o} 3,050 5,567
6. Amortization of negative goodwill 3,096 o] o]
7. Other non-operating income 1,178 543 1,490
Total non-operating income 8,297 0.8 6,596 0.8 13,535 0.7
V Non-operating expenses.
1. Interest expense 188 71 234
2. Red edtate rental expenses 584 206 776
3. Other non-operating expenses 176 113 396
Total non-operating expenses 949 0.1 391 0.1 1,407 0.1
Ordinary income 21,678 20 11,420 13 32,736 17
VI Extraordinary gains.
1. Gain on sde of fixed assets *2 117 20 1,105
2. Gain on sade of investment securities 43 17 258
3. Gain on redemption of investment securities o] o] 39
4. Gain on sale of equity in affiliates 21 180 409
5. Gain on disposal of golf club memberships 8 1 7
6. Reversal of allowance for doubtful accounts o} 261 525
7. Gain on revision of employees) retirement
benefit system o] 363 363
8. Gain on dissol ution of employees) pension
fund 130 o} o}
Total extraordinary gains 322 0.0 845 0.1 2,709 0.2
VIl Extraordinary losses:
1. Loss on sale and disposal of fixed assets *3 323 388 1,543
2. Loss on impairment of fixed assets *4 2,390 727 2,109
3. Loss on sale of investment securities o} 1 12
4. Loss on devaluation of investment securities 82 14 12
5. Loss on sde of equity in affiliates o] o] 744
6. Loss on deval uation of equity in affiliate 249 59 105
7. Loss on disposal of golf club memberships o] 3 12
8. Loss on deval uation of golf club memberships 9 3 0
9. Additional retirement benefits for employees 5,177 o] 35
10. Restructuring costs of busi ness establishments 204 178 431
11. Management integration expenses o] 28 209
12. Employeesh pension fund withdrawal
premium o] o] 119
13. Lease cancellation penalty 256 0 o]
Total extraordinary losses 8,693 0.8 1,405 0.1 5,337 0.3
Income before income taxes and minority
interests 13,307 12 10,860 13 30,108 16
Current income taxes 8,395 2,846 9,707
Deferred income taxes (3,721) (1,016) (441)
Total income taxes 4,674 0.4 1,829 0.2 9,265 0.5
Gain in minority interests o] o] 0 0.0 0 0.0
Net income 8,632 0.8 9,031 1.1 20,842 1.1
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4-3. Interim Consolidated Statements of Retained Ear nings

(Millions of yen, rounded down to the nearest million)

Interim period ended Y ear ended
Sept. 30, 2005 March 31, 2006
CAPITAL SURPLUS

| Capita surplus, beginning of period 67,618 67,618
Il Increasein capital surplus 1,396 63,710
1. Increase due to share exchange 120 59,916
2. Increase due to conversion of convertible bonds 1,175 3,693
3. Gain on disposal of treasury stock 100 100
Il Capital surplus, end of period 69,014 131,328

RETAINED EARNINGS
I Retained earnings, beginning of period 98,910 98,910
Il Increasein retained earnings 9,031 20,842
1. Netincome 9,031 20,842
Il Decreasein retained earnings 1,468 3,805
1. Cash dividends paid 1,113 2,850
2. Bonusesto directors and corporate auditors 234 311
[Bonuses to corporate auditors] [18] [25]
3. Decrease in surplus due to consolidated write-offs o] 104
4. Reverse of land revaluation surplus 120 538
IV Retained earnings, end of period 106,473 115,948
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(4) Interim Consolidated Statements of Changesin Shar eholder s Equity, etc.

Interim Period Ended September 30, 2006

(Millions of yen)

Shareholders) equity
. . Total
Common Capita Retained Treasury N
stock surplus earnings stock mar;huciﬂtgerso
Balance at March 31, 2006 21,479 131,328 115,948 (18,909) 249,846
Changes during the interim period
Issuance of hew stock 177 177 354
Dividends from retained earnings* (2,070) (2,070)
Bonuses to directors and corporate auditors* (434) (434)
Increase (decrease) from merger/separation
of consolidated subsidiaries (606) (606)
Net income 8,632 8,632
Acquisition of treasury stock (17) (17)
Reverse of land revaluation surplus (477) (477)
Net change of items other than shareholders)
equity during the interim period 5
Total changes during the interim period 177 177 5,044 (17) 5,381
Balance at September 30, 2006 21,657 131,505 120,992 (18,927) 255,228
(Millions of yen)
Vauation, foreign currency and other adjustments
Unr_edized gainon Land revaluation Totgl valuation, Total net asscts
available-for-sale surplus foreign currency and
securities other adjustments
Balance at March 31, 2006 11,317 (18,750) (7,432) 242,413
Changes during the interim period
Issuance of hew stock o} 354
Dividends from retained earnings* o) (2,070
Bonuses to directors and corporate auditors* o] (434)
Increase (decrease) from merger/separation
of consolidated subsidiaries o] (606)
Net income o} 8,632
Acquisition of treasury stock o] (17)
Reverse of land revaluation surplus o] (477)
Net change of items other than shareholders)
equity during the interim period 377 823 1,200 1,200
Total changes during the interim period 377 823 1,200 6,582
Balance at September 30, 2006 11,695 (17,927) (6,232) 248,995

* |tem for appropriation of retained earnings at June 2006 ordinary genera meeting of shareholders.
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4-4. Interim Consolidated Statements of Cash Flows
(Millions of yen, rounded down to the nearest million)

Interim period ended | Interim period ended Y ear ended
Sept. 30, 2006 Sept. 30, 2005 March 31, 2006
I Cash flows from operating activities
Income before income taxes and minority interests 13,307 10,860 30,108
Depreciation and amortization 4,723 3,842 9,125
Loss on impairment of fixed assets 2,390 727 2,109
Amortization of consolidation difference o] (3,050) (5,567)
Amortization of goodwill (negative goodwill) (1,787) o] o]
Decrease in reserve for employees) retirement benefits T net (2,374) (1,720) (1,921)
Increase (decrease) in reserve for directorsh and corporate
auditors retirement benefits (492 o] 84
Increase (decrease) in reserve for employeesh bonuses 65 115 (68)
Decrease in alowance for doubtful accounts (443) (658) (1,283)
Decrease in dlowance for losses on sades returns (22 5) D
Interest and dividend income (717) (407) (737)
Interest expenses 188 71 234
Loss on disposd of property, plant and equipment T net 205 367 438
Loss (gain) on sale or devauation of securities T net 38 (183) (273)
Loss on devaluation of stock of affiliates o} 59 o}
Loss related to stock of affiliates 228 o} 440
Loss on sale and devaluation of golf club membershipsT net 0 5 5
Additiona retirement benefits for employees 5,177 o] 35
Decrease in notes and accounts receivable T trade 1,046 1,895 10,799
Decrease (increase) in inventories (8,808) 10,890 3,355
Decrease (increase) in other current assets (2,599) (120) 50
Decrease in notes and accounts payable (6,375) (23,066) (2,286)
Increase (decrease) in accrued consumption taxes (953) 1,847 2,857
Decrease in other current liabilities (89) (1,715) (2,196)
... Payment of directorsh and corporate auditors) bonuses | . (434) | (239) ... (319) ...
______ Subtotl 2 ey a8
Interest and dividends received 717 407 738
Cash paid for interest (187) (71 (201)
Specid retirement benefits paid (189) o] (35
Cash paid for income taxes (7,577) (685) (3,699)
Net cash (used in) provided by operating activities (4,962) (831) 41,795
Il Cash flows from investing activities
Payments for time deposits (80) (208) (1,144)
Maturity of time deposits 205 568 1,250
Payments for purchase of marketabl e securities o] o] 2
Proceeds from sale of marketable securities o} 5 10
Payments for purchase of property, plant and equipment (6,133) (3,624) (9,063)
Proceeds from sale of property, plant and equipment 755 437 3,862
Payments for purchase of investment securities (732 (2,672 (3,103)
Proceeds from sale of investment securities 1,179 366 1,759
Payments for acquisition of subsidiary stock (1,569) o] o]
Proceeds from sale of subsidiary stock 119 o] 250
Proceeds from acquisition of subsidiary stock dueto change
in scope of consolidation o] o] 10,628
Payments for issuance of loans (41 (33 (75)
Proceeds from recovery of loans 95 114 212
Proceeds from transfer of business o] (30) (30)
Other, net (119 332 (189
Net cash (used in) provided by investing activities (6,319) (4,746) 4,366
Il Cash flows from financing activities
Decrease in short-term bank loans T net (244) (250) (1,033)
Proceeds from long-term debt 5,000 300 1,500
Repayment of long-term debt (3,536) (244) (3,113)
Repayment of convertible bonds (0] (0] (0]
Purchase of treasury stock 17) 9 (16,873)
Cash dividends paid (2,070) (1,113 (2,246)
Cash dividends of wholly owned subsidiary from share
exchange o] o] (604)
Cash dividends paid to minority shareholders o] 3 3
Net cash used in financing activities (869) (1,320) (22,375)
IV Net increase (decrease) in cash and cash equivalents (12,151) (6,898) 23,786
V  Cash and cash equivalents, beginning of period 142,908 119,121 119,121
VI Increasein cash and cash equivalents due to merger of
consolidated subsidiaries 1,522 o} o}
VIl Cash and cash equivalents, end of period 132,279 112,222 142,908
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4-5. Preparation of the I nterim Consolidated Financial Statements

Interim Period
ended September 30, 2006

Interim Period
ended September 30, 2005

Y ear ended
March 31, 2006

1. Scope of Consolidation
(1) Number of Consolidated
Subsidiaries: 11 companies

SENSHU YAKUHIN CO,, LTD.
USHIODA KURAY A SANSEIDO
Inc.

KURAY A SANSEIDO Inc.
YAMAHIRO KURAYA
SANSEIDO Inc.

HEISElI YAKUHIN CO., LTD.
1IZUTSU KURAY A SANSEIDO
Inc.

EVERLTH Co., Ltd.

ATOL Co,, Ltd.

MEDICEO MEDICAL CO., LTD.
PALTAC CORPORATION
KURAY A KASEI, INC.

On April 1, 2006, USHIODA
SANGOKUDO YAKUHIN CO., LTD.
changed its nameto USHIODA KURAYA
SANSEIDO Inc.

On April 1, 2006, 1ZUTSU
PHARMACEUTICAL CO., LTD. changed
its nameto 1IZUTSU KURAY A SANSEIDO
Inc.

1. Scope of Consolidation
(1) Number of Consolidated Subsidiaries:
13 companies

SENSHU YAKUHIN CO., LTD.
USHIODA SANGOKUDO
YAKUHIN CO,, LTD.

Chiyaku Co., Ltd.

KURAY A SANSEIDO Inc.
YAMAHIRO KURAY A
SANSEIDO Inc.

HEISEI YAKUHIN CO., LTD.
1IZUTSU PHARMACEUTICAL
CO.,LTD.

EVERLTH Co,, Ltd.

ATOL Co,, Ltd.

MEDICEO MEDICAL CO., LTD.
ORIENTAL PHARMACEUTICAL
CO.,LTD.

KURAYA SHOJI, INC.
KURAYA KASEI, INC.

On July, 2005, NAKAGAWA SEIKODO
CO., LTD. changed its nameto MEDICEO
MEDICAL CO., LTD.

1. Scope of Consolidation
(1 Number of Consolidated Subsidiaries:
11 companies

SENSHU YAKUHIN CO., LTD.
USHIODA SANGOKUDO
YAKUHIN CO,, LTD.
KURAY A SANSEIDO Inc.
YAMAHIRO KURAY A
SANSEIDO Inc.
HEISEI YAKUHIN CO., LTD.
1IZUTSU PHARMACEUTICAL
CO.,LTD.
EVERLTH Co,, Ltd.
ATOL Co,, Ltd.
MEDICEO MEDICAL CO., LTD.
PALTAC CORPORATION
KURAY A KASEI, INC.

On July 1, 2005, Nakagawa Seikodo
changed its name to MEDICEO MEDICAL
CO.,LTD.

PALTAC CORPORATION became a
wholly owned subsidiary using the share
exchange system on October 1, 2005, and
therefore isincluded the scope of
consolidation starting from the fiscal year
ended March 31, 2006.

ORIENTAL PHARMACEUTICAL CO.,
LTD. was removed from the scope of
consolidation in the fisca year ended March
31, 2006, asthe sale of 67.0 percent of its
outstanding shares on December 26, 2005
ended its significance. However, the profit
and loss and cash flow of ORIENTAL
PHARMACEUTICAL CO., LTD. through
September 30, 2005 are consolidated.

Chiyaku Co., Ltd. was removed from the
scope of consolidation in the fiscal year
ended March 31, 2006 because it merged
with KURAYA SANSEIDO Inc., awholly
owned subsidiary of the Company, on
January 1, 2006, with KURAY A
SANSEIDO the surviving company and
Chiyaku Co., Ltd. the dissolved company.
However, the profit and loss and cash flow
of Chiyaku Co., Ltd. through December 31
are consolidated.

SELMESTA CO., LTD. (formerly
KURAY A SHOJI, INC.) was removed from
the scope of consolidation in the fiscal year
ended March 31, 2006 because Mediceo
Paltac Holdings transferred 90.0 of its
outstanding shares on March 31, 2006.
However, the profit and loss and cash flow
of SELMESTA CO., LTD. through March
31 are consolidated.

(2) Unconsolidated Subsidiaries

Significant unconsolidated subsidiaries:
EVERLTH AGROTECH Co., Ltd.
ALCOSCO., LTD.

ALCOS CO., LTD. was awholly owned

(2) Unconsolidated Subsidiaries
Significant unconsolidated subsidiaries:
EVERLTH AGROTECH Co., Ltd.
ALCOSCO., LTD.

ALCOS CO., LTD. was an affiliate of

(2) Unconsolidated Subsidiaries
Significant unconsolidated subsidiaries:
EVERLTH AGROTECH Co., Ltd.
ALCOSCO., LTD.

ALCOS CO., LTD. was an ffiliate of
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subsidiary of ATOL Co., Ltd., awholly
owned subsidiary of the Company, but asa
result of amerger on April 1, 2006 with
PALTAC CORPORATION (awholly
owned subsidiary of the Company) asthe
surviving company, ALCOS CO., LTD. was
dissolved.

Reason for exclusion from consolidation:

The unconsolidated subsidiaries are small
in scale, and their total assets, net sales, net
income (equity equivalent) and retained
earnings (equity equivalent) would not have
amaterial effect on theinterim consolidated
financid statements.

ATOL Co,, Ltd. wasa wholly owned
subsidiary of ATOL Co., Ltd.,, but became a
wholly owned subsidiary of the Company as
of September 30, 2005.

Reason for exclusion from consolidation:

The unconsolidated subsidiaries are small
in scale, and their total assets, net sales, net
income (equity equivalent) and retained
earnings (equity equivalent) would not have
amaterial effect on theinterim consolidated
financid statements.

ATOL Co,, Ltd., awholly owned subsidiary
of the Company, but became awholly
owned subsidiary of the Company as of
September 30, 2005.

Reason for exclusion from consolidation:

The unconsolidated subsidiaries are small
in scale, and their total assets, net sales, net
income (equity equivalent) and retained
earnings (equity equivalent) would not have
amaterial effect on the consolidated
financid statements.

2. Application of the Equity Method

(1) The equity method is not applied to any
unconsolidated subsidiaries or affiliated
companies.

(2) The equity method is not applied to
unconsolidated subsidiaries (EVERLTH
AGROTECH Co., Ltd. and others) and
affiliates (ORIENTAL
PHARMACEUTICAL CO., LTD. and
others) as each company would not have
ameaterial effect on interim consolidated
net profit and loss or consolidated
returned earnings, etc., and the
importance of these companiesin the
aggregate is not significant.

2. Application of the Equity Method

(1) The equity method is not applied to any
unconsolidated subsidiaries or affiliated
companies.

(2) The equity method is not applied to
unconsolidated subsidiaries
(EVERLTH AGROTECH Co., Ltd. and
others) and affiliates (PSC Co., Ltd. and
others), as each company would not have
ameaterial effect on interim consolidated,
net profit and loss or consolidated
returned earnings, etc., and the
importance of these companiesin the
aggregate is not significant.

2. Application of the Equity Method

(1) The equity method is not applied to any
unconsolidated subsidiaries or affiliated
companies.

(2) The equity method is not applied to
unconsolidated subsidiaries (EVERLTH
AGROTECH Co., Ltd., ALCOS CO.,
LTD. and others) and affiliates
(ORIENTAL PHARMACEUTICAL
CO., LTD. and cthers) as each company
would not have a materia effect on
consolidated net profit and loss or
consolidated retained earnings, etc., and
the importance of these companiesin the
aggregate is not significant.

3. Interim Accounting Periods of
Consolidated Subsidiaries
The interim accounting periods of all
consolidated subsidiaries end on the
consolidated account settlement date.

3. Interim Accounting Periods of
Consolidated Subsidiaries
The interim accounting periods of all
consolidated subsidiaries end on the
consolidated account settlement date.

3.Accounting Periods of Consolidated
Subsidiaries
The accounting periods of all consolidated
subsidiaries end on the consolidated account
settlement date.

4, Accounting Standards
(1) Accounting standards for val uation of
major assets

a. Valuation of Securities
Held-to-maturity bonds:
Amortized cost method (Straight -line
method)
Other marketable securities:
Securities quoted on sock exchanges:
Valued at market based on market prices
at the interim consolidated account
settlement date (valuation differences are
fully capitdized and selling prices are
computed using the moving-average
method)
Securities without market prices:
Valued at cost using the moving-average
method

b. Valuation of Derivatives
Straight-line method

c. Valuation of Inventories
Valued at cost using the moving-average
method

4, Accounting Standards

(1) Accounting standards for valuation of

major assets

a. Valuation of Securities
Held-to-maturity bonds:
Amortized cost method (Straight- line
method)
Other marketable securities:
Securities quoted on sock exchanges:
Valued at market based on market prices
at the interim account
settlement date (valuation differences are
fully capitdized and selling prices are
computed using the moving-average
method)
Securities without market prices:
Valued at cost using the moving-average
method

b.d
c. Valuation of Inventories

Valued at cost using the moving-average
method

4, Accounting Standards

(1) Accounting standards for val uation of

major assets

a. Valuation of Securities
Held-to-maturity bonds:
Amortized cost method (Straight- line
method)
Other marketable securities:
Securities quoted on sock exchanges:
Valued at market based on market prices
at the year-end account
settlement date (valuation differences are
fully capitdized and selling prices are
computed using the moving-average
method)
Securities without market prices:
Valued at cost using the moving-
average method

b. Valuation of Derivatives
Straight-line method

c. Valuation of Inventories
Valued at cost using the moving-average
method
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(2) Method of Depreciation of Mgjor

Depreciable Assets

Depreciation of fixed assets

a. Tangible fixed assets

The Company and its consolidated
subsidiaries primarily use the declining-
balance method. However, for buildings
(excluding attached facilities) acquired
on or after April 1, 1998, the straight-
line method is employed. Estimated
useful lives are primarily 3-50 years for
buildings and structures and 4-17 years
for machinery and equipment and
carriers.

b. Intangible fixed assets

The Company and its consolidated
subsidiaries primarily use the straight-
line method. However, software for
internal use is depreciated using the
straight-line method based on the
estimated useful life within the company
(5 years).

c. Long-term prepaid expenses
Long-term prepaid expenses are
primarily amortized using the straight-
line method.

(3) Accounting Standards for Mgjor

Reserves

a. Allowancefor doubtful accounts
An allowance for doubtful accountsis
provided in amounts deemed necessary
to cover possible losses. It comprisesthe
amount cal culated in accordance with
the corporate income tax regulations and
the amount estimated to be uncollectible
on an individual basis.

b. Reserve for employeesi bonuses

To provide for payment of bonusesto
employees, areserveis set asidein the
estimated amount required to be paid for
the interim period.

c. Allowance for losses on salesreturns
An allowance for losses on sales returns
is provided based on the amount of trade
receivables at the interim consolidated
balance sheet date, multiplied by the
actual rate of returns and the sales profit
rate.
d. Reservefor employees) retirement
benefits
The Company and its consolidated
subsidiaries mainly provide for
employees) retirement benefitsin the
estimated amount required to be paid at
the interim consolidated balance sheet
date, less the estimated fair value of
pension assets related to contributory
pension plans.
Past service liability and actuaria
differences are expensed on a straight-
line basis over three years beginning in
the fiscal year in which they arise.

(2) Method of Depreciation of Major

Depreciable Assets
Depreciation of fixed assets
a. Tangible fixed assets

The Company and its consolidated
subsidiaries primarily use the declining-
balance method. However, for buildings
(excluding attached facilities) acquired
on or after April 1, 1998, the straight-
line method is employed. Estimated
useful lives are primarily 8-50 years for
buildings and structures and 4-17 years
for machinery and equipment and
carriers.
b. Intangible fixed assets

The Company and its consolidated
subsidiaries primarily use the straight-
line method. However, software for
internal use is depreciated using the
straight-line method based on the
estimated useful life within the company
(5 years).

c. Long-term prepaid expenses
Long-term prepaid expenses are
primarily amortized using the straight-
line method.

(3) Accounting Standards for Mgjor

Reserves

a. Allowancefor doubtful accounts
An allowance for doubtful accountsis
provided in amounts deemed necessary
to cover possible losses. It comprisesthe
amount cal culated in accordance with
the corporate income tax regulations and
the amount estimated to be uncollectible
on an individual basis.

b. Reserve for employeesibonuses
To provide for payment of bonusesto
employees, areserveis set asidein the
estimated amount required to be paid for
the interim period.

c. Allowance for losses on salesreturns
An allowance for osses on sales returns
is provided based on the amount of trade
receivables at the interim consolidated
balance sheet date, multiplied by the
actual rate of returns and the sales profit
rate.

d. Reservefor employees)

retirement benefits
The Company and its consolidated
subsidiaries mainly provide for
employees) retirement benefitsin the
estimated amount required to be paid at
the interim consolidated balance sheet
date, less the estimated fair value of
pension assets related to contributory
pension plans.

Past service liability and actuaria
differences are expensed on a straight-
line basis over three years beginning in
the fiscal year in which they arise.

(2) Method of Depreciation of Major
Depreciable Assets

Depreciation of fixed assets
a. Tangible fixed assets
The Company and its consolidated
subsidiaries primarily use the declining-
balance method. However, for buildings
(excluding attached facilities) acquired
on or after April 1, 1998, the straight-line
method is employed. Estimated useful
lives are primarily 8-50 years for
buildings and structures and 4-17 years
for machinery and equipment and
carriers.
b. Intangible fixed assets
The Company and its consolidated
subsidiaries primarily use the straight-
line method. However, software for
internal use is depreciated using the
straight-line method based on the
estimated useful life within the company
(5 years).
c. Long-term prepaid expenses
Long-term prepaid expenses are
primarily amortized using the straight-
line method.

(3) Accounting Standards for Mgjor Reserves

a. Allowancefor doubtful accounts

An allowance for doubtful accountsis
provided in amounts deemed necessary to
cover possiblelosses. It comprisesthe
amount cal culated in accordance with the
corporate income tax regulations and the
amount estimated to be uncollectible on
anindividual basis.

b. Reservefor employees™ bonuses

To provide for payment of bonusesto
employees, aconsolidated reserveis set
aside in the estimated amount required to
be paid for the consolidated accounting
period.

c. Allowance for losses on salesreturns
An allowance for losses on sales returns
is provided based on the amount of trade
receivables at the consolidated balance
sheet date, multiplied by the actual rate of
returns and the sales profit rate.

d. Reservefor employees)
retirement benefits
The Company and its consolidated
subsidiaries mainly provide for
employees) retirement benefitsin the
estimated amount required to be paid at
the consolidated bal ance sheet date, less
the estimated fair value of pension assets
related to contributory pension plans.

Past service liability and actuaria

differences are expensed on a straight-
line basis over three years beginning in
the fiscal year in which they arise.
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e. Allowancefor directorsi and

cor por ate auditor S retirement

benefits
The Group previoudy provided for payment
of directorsh and corporate auditorsh
retirement benefits based on the amount
required to be paid at the end of the
accounting period, according to the interna
rules of each company. However, the system
of directorsh and corporate auditorsh
retirement benefits was abolished in June
2006, and payments will be madeto
directors and corporate auditors upon their
retirement based on the amount required to
be paid at the time the system was
abolished. Of the ¥555 million scheduled to
be paid, ¥542 million is accounted for in
accrued expenses (in iGther current
liabilitiesd) and ¥12 million is accounted for
in long-term accrued expenses (in fi0ther
long-term liabilitiesd).

(4) Accounting for Lease Transactions
Finance lease transactions other than
those for which ownership is deemed to
be transferred to the lessee are
accounted for as ordinary lease
transactions.

(5) Significant Methods of Hedge
Accounting
a. Hedge accounting method
Deferral hedge accounting is applied.
However, designation is applied to
forward exchange contracts that qualify.
b. Hedging instruments and hedged
items
Hedging instruments: Derivative
transactions (forward exchange contracts)
Hedged items: Foreign currency debt and
foreign currency transactions
c. Hedging policy
The Company uses hedging instruments to
reduce risks from changes in exchange
rates and to lock in cash flow, and does
not engage in specul ative transactions.
d. Method of assessing hedge
effectiveness
For forward exchange contracts, asarule,
the Company compares the total exchange
rates of hedged itemsto the total market
fluctuation of hedging instruments during

(Supplemental Information)
On April 1, 2005, six consolidated
subsidiaries revised their retirement

benefit systems and transferred part of the

lump-sum retirement benefit systemto a
defined contribution pension plan,
applying the iAccounting Process for
Transfers Between Retirement Benefit

Systems (Corporate Accounting Standards,

Application Guiddine 1).0
The effect of these transfersisan
extraordinary gain of ¥363 million.

e. Allowance for directorsi and corporate
auditor si retirement benefits
0

(4) Accounting for Lease Transactions
Finance lease transactions other than
those for which ownership is deemed to
be transferred to the lessee are accounted
for as ordinary lease transactions.

©)

(Supplemental information)
On April 1, 2005, six consolidated
subsidiaries revised their retirement
benefit systems and transferred part of the
lump-sum retirement benefit systemto a
defined contribution pension plan,
applying the iAccounting Process for
Transfers Between Retirement Benefit
Systems (Corporate Accounting Standards,
Application Guiddine 1).0

The effect of these transfersisan
extraordinary gain of ¥363 million.

e. Reservefor directorsi and corporate

auditor s retirement benefits

The Group previoudy provided for
payment of directorsi and corporate
auditors retirement benefits based on the
amount required to be paid at the end of
the accounting period, in according to the
internal rules of each company.

(4) Accounting for Lease Transactions

Finance lease transactions other than those
for which ownership is deemed to be
transferred to the lessee are accounted for
as ordinary lease transactions.

(5) Significant Methods of Hedge
Accounting
a. Hedge accounting method
Deferral hedge accounting is applied.
However, designation is applied to
forward exchange contracts that qualify.
b. Hedging instruments and hedged
items
Hedging instruments: Derivative
transactions (forward exchange contracts)
Hedged items. Foreign currency debt
and foreign currency transactions
c. Hedging policy
The Company uses hedging instruments
to reduce risks from changes in exchange
rates and to lock in cash flow, and does
not engage in specul ative transactions.
d. Method of assessing hedge
effectiveness
For forward exchange contracts, asarule,
the Company compares the total
exchange rates of hedged itemsto the
total market fluctuation of hedging
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the period from the time hedging begins
until the point when its effectivenessis
determined, and makes an assessment
based on the amount of fluctuation of the
two. However, if the material terms for the
assets and liabilities of hedging
instruments and hedged items are
identical, the assessment of effectiveness
is omitted because the effectivenessis
clearly 100 percent.

(6) Other
Consumption taxes and local
consumption taxes are excluded from the
amountsin the financia statements.

(6) Other
Consumption taxes and local
consumption taxes are excluded from the
amountsin the financia statements.

instruments during the period from the
time hedging begins until the point when
its effectivenessis determined, and
makes an assessment based on the
amount of fluctuation of the two.
However, if the material terms for the
assets and liabilities of hedging
instruments and hedged items are
identical, the assessment of effectiveness
is omitted because the effectivenessis
clearly 100 percent.

(6) Other
Consumption taxes and local
consumption taxes are excluded from the
amountsin the financia statements.

5. Scope of Fundsin the Interim
Consolidated Statements of Cash Flows
Funds (cash and cash equivalents) in the
interim consolidated statements of cash
flows comprise cash on hand, demand
deposits, and short-term investments that
arereadily convertible into cash, are
exposed to insgnificant risk of changesin
value and are redeemabl e in three months
or less.

5. Scope of Fundsin the Interim
Consolidated Statements of Cash
Flows
Funds (cash and cash equivalents) in the
interim consolidated statements of cash
flows comprise cash on hand, demand
deposits, and short-term investments that
arereadily convertible into cash, are
exposed to inggnificant risk of changes
in value and are redeemablein three
months or less.

5. Scope of Fundsin the Consolidated
Statements of Cash Flows

Funds (cash and cash equivalents) in the
consolidated statements of cash flows
comprise cash on hand, demand deposits,
and short-term investments that are
readily convertibleinto cash, are exposed
toinsignificant risk of changesin value
and are redeemable in three months or
less.

Changesin Basisof Preparing Interim
Consolidated Financial Statements

0

Changesin Basisof Preparing Interim
Consolidated Financial Statements

(Accounting Standardsfor Losson
Impairment of Fixed Assets)

Effective from the interim period ended
September 30, 2005, the Company applies
the accounting standards for loss on
impairment of fixed assets, iStatement of
Opinion on Establishment of Accounting
Standards for Loss on Impairment of Fixed
Assetso (issued by Business Accounting
Council on August 9, 2002) and
fiApplication Guidance on Accounting
Standards for Loss on Impairment of Fixed
Assets"

(Accounting Standard Application Guidance
No. 6, issued on October 31, 2003). The
application of these standards reduced
income before income taxes by ¥727 million
for the interim ended September 30, 2006.

Accumulated impairment losses are
directly written off against the value of each
asset based on the revised rules for
consolidated financial statements.

Changesin Basisof Preparing
Consolidated Financial Statements

(Accounting Standardsfor Loss on
Impairment of Fixed Assets)

Effective from the year ended March 31,
2006, the Company applies the accounting
standards for loss on impairment of fixed
assets, iStatement of Opinion on
Establishment of Accounting Standards for
Loss on Impairment of Fixed Assetsd
(issued by Business Accounting Council on
August 9, 2002) and AApplication Guidance
on Accounting Standards for Loss on
Impairment of Fixed Assets" (Accounting
Standard Application Guidance No. 6,
issued on October 31, 2003). The
application of these standards reduced
income before income taxes by ¥2,109
million for the year ended March 31, 2006.

Accumulated impairment losses are
directly written off against the value of each
asset based on the revised rules for
consolidated financial statements.

(Accounting Standardsfor Presenting Net
Assetsin the Balance Sheets)
Effective from the interim period ended
September 30, 2006, the Company applied
Accounting Standards for Presentation of
Net Assetsin the Balance Sheet (Accounting
Standards Board of Japan, Statement No. 5,
December 9, 2005) and Guidance on
Accounting Standards for Presentation of
Net Assetsin the Balance Sheet (Accounting
Standards Board of Japan, Guidance No. 8,
December 9, 2005).

The amount corresponding to the previous

0
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fiTotal Shareholdersh Equityo is ¥248,995
million.

The Company has presented Net Assetsin
the consolidated interim financia statements
in accordance with the revision of the
Regulations for Consolidated Interim
Financial Statements.

(Accounting Standardsfor Business
Combinations)

Effective from the interim period ended
September 30, 2006, the Company applied
Accounting Standards for Business
Combinations (Business Accounting
Council, October 31, 2003) and Accounting
Standard for Business Divetitures
(Accounting Standards Board of Japan,
Statement No. 7, December 27,

2005) and Guidance on Accounting
Standard for Business Combinations and
Accounting Standard for Business
Divestitures (Accounting Standards Board
of Japan, Guidance No. 10, December 27,
2005).

Previously, the Company presented the
consolidation adjustment account on a net
basis in the balance sheets, but now presents
the full amounts as goodwill and negative
goodwill. As aresult, fixed assets and long-
term ligbilities each increased by ¥9,409
million compared with their totalsif the
previous method had been used.

In the consolidated statements of
operations, the Company previously
presented amortization of consolidation
difference on anet basis, but now presents
amortization of goodwill and amortization
of negative goodwill in their full amounts.
As aresult, selling, generd and
administrative expenses increased by ¥1,214
million, and operating income decreased by
the same amount, compared to the tota s if
the previous method had been used.

The fiSegment Informationo section
describestheimpact of this change on each
business segment.

Changesto Method of Disclosure
(Consolidated Interim Balance Sheets)

Theitem previoudy presented as
fiConsolidation adjustment accounto is
presented as iGoodwillo or fiNegative
goodwillo as of the interim period ended
September 30, 2006.

(Consolidated Interim Statements of

Operations)

Theitem previoudy presented as

fiIAmortization of consolidation differenced

is presented as fiAmortization of goodwillo

or fiAmortization of negative goodwillo as of

the interim period ended September 30,

2006.

(Consolidated Interim Statements of Cash

Flows)

1.Theitem previoudy presented as
fiAmortization of consolidation
differenced is presented as fiAmorti zation

(Consolidated Interim Statements of
Operations)

Theitem previoudy presented asfiSales
office consolidation expensesd has been
renamed as fiRestructuring costs of business
establishmentsd as of the interim period
ended September 30, 2005.
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of goodwill (negative goodwill)o as of the
interim period ended September 30, 2006.

2.Theitem presented as fiLoss on valuation
of equity in affiliateso inthe interim
period ended September 30, 2005 has
been renamed to fi(Gain) lossrelated to
stock of affiliates,0 which showstheloss
on sale, disposal and valuation of the
stock of subsidiaries and affiliates, as of
the interim period ended September 30,
2006.

3.Proceeds from sale of subsidiary stock
were included in fiProceeds from sale of
investment securitiesd for theinterim
period ended September 30, 2005, but are
stated separately for the interim period
ended September 30, 2006. Proceeds from
sale of subsidiary stock included in
fiProceeds from sa e of investment
securitiesd in the interim period ended
September 30, 2005 were ¥247 million.

Notesto Interim Consolidated Balance Sheets
(Millions of yen, rounded down to the nearest million)

As of As of As of
September 30, 2006 September 30, 2005 March 31, 2006
1. Accumulated depreciation of property, plant
and equi pment 83,514 65,366 81,317
2. Pledged assets
Time deposits 1,110 822 1,200
Buildings and structures 931 2,274 1,110
Land 2,751 6,229 2,003
Investment securities 1,564 1,511 1,615
Total 6,357 10,837 5,930
Liabilities corresponding to above
pledged assets.
Notes and accounts payable 38,118 27,535 50,859
Short-term bank loans o} 1,525 o}
Long-term debt due within one year o} 111 o}
Long-term debt 0 240 0
Total 38,118 29,412 50,859
3. Contingent liabilities
Guarantees are provided for loans from
banks, etc., of unconsolidated subsidiaries,
affiliated companies and others, as
follows:
ALCOS Co,, Ltd. o} 2,507 1,904
EVERLTH AGROTECH Co., Ltd. 653 601 646
Love Drugs Co., Ltd. o} 25 o}
SELMESTA CO,, LTD. 149 o} 107
Other 49 48 59
Total 852 3,182 2,717
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As of September 30, 2006

As of September 30, 2005

As of March 31, 2006

4. Notes maturing on the interim balance
sheet dates, and receivables and payables
with cash settlements on the note maturity
date with the same conditions as the matured
notes, are treated as having been settled on
the maturity date, even though that date fell
on a holiday for financia institutions.
Matured notes, etc. on the interim balance
sheet date were as follows:

Notes receivable ¥3,852 million
Accountsreceivable ¥6,458 million
Notes payable ¥7,394 million
Accounts payable  ¥19,789 million

0

5. The Company and its consolidated 5. The Company and its consolidated
subsidiaries have overdraft contracts with 21 | subsidiaries have overdraft contracts with subsidiaries have overdraft contracts with
banks as of Sept. 30, 2006 for the efficient 28 banks as of Sept. 30, 2005 for the

0

5. The Company and its consolidated

23 banks as of March 31, 2005 for the

procurement of working assets. efficient procurement of working assets. efficient procurement of working assets.
At the end of thisinterim consolidated At the end of thisinterim consolidated At the end of this consolidated fiscal year,
accounting period, the unexercised balance of | accounting period, the unexercised balance | the unexercised baance of overdraft
overdraft contracts was as follows: of overdraft contracts was as follows: contracts was as follows:

Total amount of overdraft ¥138,083 million Total amount of overdraft ¥86,000 million | Total amount of overdraft ¥138,678 million

Unexercised balance ¥27,433 million Unexercised balance ¥5,075 million Unexercised balance ¥25,878 million

Net balance ¥110,650 million Net balance

¥80,925 million | Net balance ¥112,000 million

Notesto Interim Consolidated Statements of Operations

(Millions of yen, rounded down to the nearest million)

Interim period ended | Interim period ended Y ear ended
September 30, 2006 | September 30, 2005 March 31, 2006
1. Mgjor items and amountsin selling, general and
administrative expenses.
Wages and salaries 30,745 24,957 62,203
Welfare expenses 4,348 4,681 10,731
Provision for bonuses 8,119 6,942 8,086
Employees) retirement expenses 3,084 o} o}
Provision for employeesh retirement benefits o} 1,284 2,396
Provision for directors and corporate auditors
retirement benefits o} o} 84
Shipping and delivery expenses 6,531 3,607 9,549
Rental expenses 2,599 2,002 4,570
Depreciation and amortization 4,342 3,684 8,509
Provision for alowance for doubtful accounts 66 o} o}
Amortization of goodwill 1,308 0 0
2. Components of gain on sales of fixed assets:
Building and structures 3 20 20
Land 110 0 1,083
Other 3 0 0
Total 117 20 1,105
3. Components of loss on sale and disposal of fixed
assets:
(Loss on disposal of fixed assets)
Buildings and structures 146 30 90
Software o} 43 62
Other 74 110 144
Total 220 184 297
(Loss on sde of fixed assets)
Buildings and structures 59 22 222
Land 41 103 938
Other 1 77 84
Total 102 203 1,245
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4. Loss on Impairment of Fixed Assets

During theinterim period ended September 30, 2006, the Company and its consolidated subsidiaries

recorded impairment losses for the following asset groups.

Application . Amount
P Type Location/Number | witlions of yen)
Tohoku 7 317
Kanto 11 331
Idle assets Land and buildings, etc. Hoku'r|ku 3 s
Tokai 3 64
Kinki 2 191
Chugoku 2 438
o Hokkaido 5 57
BUSINESS assets Iét?:nd and buildings, —— 9 399
Tokai 12 383
Total 2,390

During theinterim period ended September 30, 2005, the Company and its consolidated subsidiaries

recorded impairment losses for the following asset groups.
(1) Summary of existing impaired assets

Application Type L ocation/Number (Miﬁirgr?;lr; yen)
Tohoku 1 7

Kanto 10 568

Idle assets Land and buildings, etc. Kosh'metsu ! 29
Tokai 6 49

Kinki 1 0

Chugoku 5 2

Total 72

During the fiscal year ended March 31, 2006, the Company and its consolidated subsidiaries recorded

impairment losses for the following asset groups.

Application Type L ocation/Number M iﬁgrc:;lr;c yen)
Tohoku 3 112

Kanto 16 981

Koshinetsu 2 268

Idle assets Land and buildings, etc. Hokuriku 2 203
Tokai 9 275

Kinki 1 0

Chugoku 6 83

Shikoku 2 72

Kyushu 7 109

Business assets Land Kanto 1 2
Tota 2,109
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