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1. Consolidated Results for Fiscal 2007 (April 1, 2006 - March 31, 2007)
(1) Sales and Income

Net sales Year-on-year | Operating income  Year-on-year | Ordinary income  Year-on-year
(¥ million) change (%) (¥ million) change (%) (¥ million) change (%)
Fiscal 2007 2,166,762 12.8 27,776 34.8 41,574 27.0
Fiscal 2006 1,921,713 15.4 20,608 87.6 32,736 41.2
Net income  Year-on-year Earnings Earnings Return on Ordinary Operating
(¥ million) change (%) per share (¥) per share equity (%) income/total income/net
(diluted) (¥) assets (%) sales (%)
Fiscal 2007 19,105 (8.3 82.86 82.29 7.6 4.1 1.3
Fiscal 2006 20,842 138.8 97.64 94.22 10.2 3.6 1.1
(Reference) Equity in earnings of affiliates: ¥& million (Fiscal 2006: ¥d million)
(2) Financial Position
Total assets Net assets Net worth ratio (%) Net assets
(¥ million) (¥ million) per share (¥)
Fiscal 2007 1,032,931 261,111 25.3 1,128.39
Fiscal 2006 993,491 242,413 24.4 1,051.97

(Reference) Net worth: ¥261,111 million (Fiscal 2006: ¥6 million)

(3) Cash Flows

Cash flows from Cash flows from investing Cash flows from Cash and cash equivalents
operating activities activities financing activities at end of period
(¥ million) (¥ million) (¥ million) (¥ million)
Fiscal 2007 19,836 (20,137) (1,690) 142,439
Fiscal 2006 41,795 4,366 (22,375) 142,908
2. Dividends
Dividends per share Total dividends Payout ratio Dividends/net
Interim Year-end Full year paid (full year) (consolidated) (consolidated)
Fiscal 2006 6.00 9.00 15.00 3,203 154 15
Fiscal 2007 7.50 7.50 15.00 3,463 18.1 14
Fiscal 2008 (est.) 7.50 7.50 15.00 0 14.8 0

3. Projected Results for Fiscal 2008 (April 1, 2007 - March 31, 2008)
(Percentages represent change compared to the previous interim period or fiscal year, as applicable)

Net sales Operating income Ordinary income Net income Earnings
per share
million) | (%) | (¢million) | (%) | (¢million) | (%) | (¢million) | (%) )
Interim period 2008 1,106,000 3.0 11,300 (21.2) 18,200 (16.0) 11,000 27.4 47.54
Fiscal 2008 2,234,000 3.1 25,200 (9.3) 39,000 (6.2) 23,500 23.0 101.56




4. Other

(1) Changes in Scope of Consolidation and Application of Equity Method: No

(2) Changes in Accounting Rules, Procedures, Presentation Method, etc. for the Consolidated Financial Statements
(a) Changes due to revisions of accounting methods: Yes
(b) Changes other than (a) above: Yes

Note: For more details, see fiSignificant Changes in Basis of Preparation of the Consolidated Financial
Statementso on page 20, "Changes in Disclosure Policy" on page 22, "Notes to Consolidated Financial
Statements: Notes to Consolidated Statements of Operations: 3. Loss on Impairment of Fixed Assets" on page 25
and "Segment Information" on page 34.

®3)

Number of shares issued and outstanding (common stock)

(a) Number of shares at end of period (including treasury stock): Fiscal 2007: 243,093,358 shares, Fiscal 2006:
242,518,061 shares
(b) Treasury stock at end of period: Fiscal 2007: 11,692,050 shares, Fiscal 2006: 12,494,507 shares

Note: See fiPer Share Informationo on page 37 for the number of shares used as the basis for calculation of
earnings per share (consolidated).

(Reference) Summary of Unconsolidated Results
1. Unconsolidated Results for Fiscal 2007 (April 1, 2006 T March 31, 2007)

(1) Sales and Income

(Percentages represent change compared with the previous fiscal year.)

Net sales Year-on-year Operating Year-on-year Ordinary Year-on-year
(¥ million) change income change income change
(%) (¥ million) (%) (¥ million) (%)
Fiscal 2007 1,503,798 (0.6) 2,418 (5.3) 11,691 44.6
Fiscal 2006 1,512,189 13.1 2,555 (40.9) 8,083 (7.7)
Net income Year-on-year Earnings per Earnings per
(¥ million) change share share (diluted)
(%) (¥ (¥
Fiscal 2007 7,401 50.5 32.10 31.90
Fiscal 2006 4,917 94.7 22.87 22.15
(2) Financial Position
Total assets Net assets Net worth ratio Net assets
(¥ million) (¥ million) (%) per share (¥)
Fiscal 2007 855,512 256,796 30.0 1,109.74
Fiscal 2006 848,569 249,684 29.4 1,084.87
(Reference) Net worth: ¥256,796 million (Fiscal 2006: ¥6 million)
2. Projected Unconsolidated Results for Fiscal 2008 (April 1, 2007 T March 31, 2008)
(Percentages represent change compared to the previous interim period or fiscal year, as applicable
Net sales Operating income Ordinary income Net income Earnings
per share
million) | (%) | (¥million) | (%) | (¥million) | (%) | (¥million) [ (%) )
Interim period 2008 764,000 2.3 1,200 (1.5) 6,200 (7.0 4,500 (6.8) 19.45
Fiscal 2008 1,546,000 2.8 1,500 (38.0) 10,900 (6.8) 7,800 54 33.71
Note: Cautionary Remark Regarding Forward-Looking Statements

Statements made in this document with respect to Mediceo Paltacds plans, strategies, beliefs and other statements that are not
historical facts are forward-looking statements based on the assumptions and beliefs of the Companyis management in light
of the information currently available to it and involve risks and uncertainties which may affect the Companyés future
performance.

Please refer to page 4 of the attached materials for items concerning the projected results.




1. Business Results and Financial Position
(1) Business Results

Summary of the Year Ended March 31, 2007

During the year ended March 31, 2007, the Japanese economy recovered. While weakness in
production was seen in certain sectors, consumer spending trended upward, capital investment increased,
and widening improvement was seen in employment conditions.

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

In addition, Mediceo Paltac Holdings Co., Ltd. ("Mediceo Paltac” or the "Company") acquired 34.0
percent of the common stock of Nihon Hospital Service Co., Ltd. (Chiyoda-ku, Tokyo), which was a
wholly owned subsidiary of Mitsubishi Corporation (Chiyoda-ku, Tokyo). As a result, 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 KURAYA
SANSEIDO Inc., a wholly owned subsidiary of the Company, transferred its prescription pharmaceutical
wholesale business in Toyama, Ishikawa and Fukui prefectures to IZUTSU KURAYA SANSEIDO Inc.
(formerly 1ZUTSU PHARMACEUTICAL CO., LTD.), a wholly owned subsidiary of the Company, and a
portion of its medical equipment business in Osaka, Hyogo and Nara prefectures to MEDICEO MEDICAL
CO., LTD., a wholly owned subsidiary of the Company

On October 1, 2006, the OTC pharmaceutical wholesale businesses of wholly owned subsidiaries
KURAYA SANSEIDO Inc. and EVERLTH Co., Ltd. were consolidated at wholly owned subsidiary
PALTAC CORPORATION. Through this measure, the Mediceo Paltac Group aims to further strengthen
and enhance customer service functions and has worked to reduce costs by making its business foundation
stronger and more efficient.

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

As a result, consolidated net sales for the period totaled ¥2,166,762 million (a 12.8 percent increase
compared with the previous fiscal year), operating income was ¥27,776 million (a 34.8 percent increase),
ordinary income was ¥41,574 million (an 27.0 percent increase) and net income was ¥19,105 million (an
8.3 percent decrease).

Results by business segment are as follows. The Mediceo Paltac Group changed its business segment
classifications in this consolidated fiscal year in connection with the management integration of the health
care business into PALTAC CORPORATION in stages from April 1, 2006. The former Pharmaceutical
Wholesale Business, Cosmetics & Daily Necessities Wholesale Business and Medical-Related Products
Business have been changed to the Prescription Pharmaceutical Wholesale Business, the Cosmetics, Daily
Necessities and OTC Pharmaceutical Wholesale Business and Related Business.

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. In these conditions, the Mediceo Paltac
Group adjusted its selling prices to reflect the reduction in drug price standards, and has conducted persistent
negotiations with an emphasis on securing reasonable profits. Despite delays in pricing agreements with some
medical institutions and dispensing pharmacies, we increased the contract rate by March 31, 2007 and continued
to work to maintain selling prices. In addition, the Group conducted detailed community-based sales activities,
including providing a stable supply of related products for early prevalence of pollen allergy and for an outbreak
of influenza, which was concentrated near the end of the period. As a result, sales of the Prescription
Pharmaceutical Wholesale Business totaled ¥1,647,151 million.

T 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 a result, sales of the Cosmetics, Daily Necessities and OTC Pharmaceutical
Wholesale Business were ¥515,103 million.



In order to provide high-quality, efficient distribution functions, PALTAC CORPORATION, which
handles this business, completed construction of a large-scale, high-tech distribution center in Asaminami-
ku, Hiroshima (RDC Chugoku) in December 2006.

On December 20, 2006, Mediceo Paltac and PALTAC CORPORATION agreed with Kobayashi
Pharmaceutical Co., Ltd. (Chuo-ku, Osaka) and its consolidated subsidiary KOBASHOU CO., LTD.
(Chuo-ku, Tokyo) to begin discussions on a management integration between PALTAC CORPORATION
and KOBASHOU CO,. LTD.

1 Related Business

Sales of industrial chemicals to the semiconductor and automobile industries were steady. On the other hand,

food additive-related sales were weak due to unseasonable weather and other factors. As a result, sales of the
Related Business were ¥5,964 million.

Note: Sales of business segments include intersegment sales.

Outlook for the Year Ending March 31, 2008

Based on a review conducted by the Business Innovation Committee, the Mediceo Paltac Group will
aggressively implement reforms based on the three fundamental strategies of ficompetitive strategy,o fiprice
strategy0 and fiinternal operations strategy0 and create a new, customer-driven business model.

In addition, the Group will exert every effort to develop its business, including continuing to work to
realize synergy and cost reductions from the management integration with PALTAC CORPORATION.

Under a comprehensive operating alliance with Mitsubishi Corporation in the medical business, the
Company will continue to promote new business in the year ending March 31, 2008 to respond to needs of
medical institutions and social changes.

In the Prescription Pharmaceutical Wholesale Business, the Company will continue to conduct selling
price negotiations aimed at securing reasonable profits, and will closely monitor changes in the
environment affecting hospitals, dispensing pharmacies and other customers to provide the added value
they demand.

In the Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business, combining the OTC
pharmaceutical wholesale business, which is concentrated at PALTAC CORPORATION, with its
cosmetics and daily necessities wholesale business will raise the level of service and functions, in order to
establish a foundation as a multi-channel wholesaler and further increase customer satisfaction.

As a result, for the year ending March 31, 2008, the Company projects consolidated net sales of
¥2,234.0 billion (a year-on-year increase of 3.1 percent), consolidated operating income of ¥25.2 billion (a
year-on-year decrease of 9.3 percent), consolidated ordinary income of ¥39.0 billion (a year-on-year
decrease of 6.2 percent) and consolidated net income of ¥23.5 billion (a year-on-year increase of 23.0
percent). On an unconsolidated basis, the Company projects net sales of ¥1,546.0 billion (a year-on-year
increase of 2.8 percent), operating income of ¥1.5 billion (a year-on-year decrease of 38.0 percent),
ordinary income of ¥10.9 billion (a year-on-year decrease of 6.8 percent) and net income of ¥7.8 billion (a
year-on-year increase of 5.4 percent).

(2) Analysis of Financial Position
A. Assets, Liabilities and Net Assets
As of March 31, 2007, total assets were ¥132,931 million, an increase of ¥39,439 million from a year
earlier. The principal factors were a ¥3,405 million increase in cash on hand and in banks, a ¥3,405 million
increase in notes and accounts receivable 8 trade, a ¥9,543 million increase in inventories, a ¥3,995
million increase in accounts receivable, and a ¥9,000 million increase in investment securities.
Liabilities totaled ¥771,819 million, an increase of ¥20,741 million from the end of the previous fiscal
year. The principal factors were a ¥15,044 million increase in notes and accounts payable & trade and a
¥5,415 million increase in short-term bank loans.
Net assets were ¥261,111 million, an increase of ¥18,698 million from the end of the previous fiscal
year. The principal factors were a ¥13,812 million increase in retained earnings and a ¥1,781 million
increase in unrealized gain on available-for-sale securities.

B. Cash Flows
In the year ended March 31, 2007, on a consolidated basis, net cash provided by operating activities was
¥19,836 million, net cash used in investing activities was ¥20,137 million, and net cash used in financing
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activities was ¥1,690 million. The increase from the merger of consolidated subsidiaries was ¥1,522

million. As a result, cash and cash equivalents at the end of the year decreased ¥469 million (0.3 percent)

from the end of the previous fiscal year, to ¥142,439 million.

71 Cash Flows from Operating Activities

The increase in net cash from operating activities was ¥19,836 million (a year-on-year decrease of 52.5
percent). Main factors increasing cash were income before income taxes of ¥34,339 million (a 14.1 percent
increase) and a ¥8,974 million increase in notes and accounts payable, while the main factors decreasing
cash included an ¥8,770 million increase in inventories and ¥13,430 million in cash paid for income taxes.

T Cash Flows from Investing Activities

The decrease in net cash from investing activities was ¥20,137 million (in the previous fiscal year the
increase was ¥4,366 million). The decrease mainly resulted from ¥12,235 million in payments for purchase

of property, plant and equipment, including RDC Chugoku.

71 Cash Flows from Financing Activities

The decrease in net cash from financing activities was ¥1,690 million (in the same period of the

previous year the decrease was ¥22,375 million). The main components were a ¥2,245 million net increase

in borrowings and ¥3,798 million in cash dividends paid.

Reference: Trends of Cash Flow Indicators

Year ended Year ended Year ended Year ended Year ended
March 31, 2003 | March 31, 2004 | March 31, 2005 March 31, 2006 | March 31, 2007

Net worth ratio (%) 17.6 20.6 19.8 24.4 25.3

Net worth _ratlo on a market 18.9 309 312 441 50.3

value basis (%)

Cash flow to interest-bearing

debt ratio (%) 293.1 175.7 59.5 93.1 216.7
Interest coverage ratio (times) 29.8 43.7 1122 207.9 47.9
Notes:

Net worth ratio: Net worth/Total assets

Net worth ratio on a market value basis: Total market value of stock/Total assets
Cash flow to interest-bearing debt ratio: Interest-bearing debt/Cash flow

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

1. All indicators are calculated based on consolidated financial figures.

2. Total market value of stock is calculated based on the number of shares issued and outstanding (excluding treasury shares).

3. Cash flow is cash flows from operating activities.

4. Interest-bearing debt comprises all liabilities stated on the consolidated balance sheets on which the Company pays interest.

(3) Basic Policy for Distribution of Profits and Dividends for the Years Ended March 31, 2007 and

Ending March 31, 2008

Mediceo Paltac considers returns to shareholders as one of its highest management priorities. The
Companysbs basic policy is to provide stable dividends while giving consideration to increasing internal
reserves needed to strengthen its financial position and aggressively develop its business. In the future, the
Company will continue to take a medium-to-long-term perspective in working for sustainable growth,
enhanced corporate value and increased shareholder value by investing its resources in business areas

where growth is expected.

For the year ended March 31, 2007, the Company plans to pay a year-end dividend of ¥7.50 per share.
Combined with the interim dividend of ¥7.50 per share, which was implemented on December 8, 2006,

total dividends for the period were ¥15.00 per share.

For the year ending March 31, 2008, the Company plans to pay interim and year-end dividends of ¥7.50

per share each, for total dividends of ¥15.00 per share.

(4) Business and Other Risks

The main risks in the business of Mediceo Paltac Holdings Co., Ltd. and the Mediceo Paltac Group are as follows.

.. Risks related to specific legal regulations, etc.




The pharmaceutical wholesale business and the medical-related business handle various types of
pharmaceuticals and related products. Therefore, they conduct sales activities after receiving the necessary
authorizations, registrations, 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 is an 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 a larger 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 is heavily 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 institutions.

. Merchandise inventory 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 unsaleable 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.

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



2. Corporate Group

The Mediceo Paltac Group consists of 37 consolidated subsidiaries and 8 affiliates, with Mediceo Paltac Holdings Co.,
Ltd. as the 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 companies is shown in the flow chart below.

(As of March 31, 2007)

% = Prescription Pharmaceutical Wholesale Business
%’- D SENSHU YAKUHIN CO., LTD.
«Q = USHIODA KURAY A SANSEIDO Inc.
I 8 KURAYA SANSEIDO Inc.
5 O L]  YAMAHIRO KURAYA SANSEIDO Inc. I::>
al HEISEI YAKUHIN CO., LTD.
Q — <::> 1IZUTSU KURAY A SANSEIDO Inc.
2 8 EVERLTH Co., Ltd.
S| T ATOL Co., Ltd.
o MEDICEO MEDICAL CO., LTD.
o
—_ (@)
>
n Cosmetics, Daily Necessities and OTC Pharmaceutical -
O Wholesale Business g
o
= > PALTAC CORPORATION |::> 2
a8
- Related Businesses
=
3 KURAYA KASEI, INC.
=t ——— > u TOKIMO CO., LTD. |::>
Q u M.LC. (Medical Information College), INC
3 <::> u BUTSURYU 24, INC.
8 u Trim Co., Ltd.
3 u KURAYA (USA) CORPORATION
o
N
U Consolidated subsidiary
u  Unconsolidated subsidiary not accounted for by equity method
Others Unconsolidated subsidiaries not accounted
for by the equity method 21 companies
Affiliated companies not accounted for by
the equity method 8 companies
— Capital relationship
:I‘ : Products/services
Notes:

. On April 1, 2006, KURAYA SANSEIDO Inc. transferred its prescription pharmaceutical wholesale business in
Toyama, Ishikawa and Fukui prefectures to IZUTSU PHARMACEUTICAL CO., LTD. As of the same date,
IZUTSU PHARMACEUTICAL CO., LTD. changed its name to IZUTSU KURAYA SANSEIDO Inc.

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

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

. On October 1, 2006, KURAYA SANSEIDO Inc. and EVERLTH Co., Ltd. transferred their respective OTC
pharmaceutical businesses to PALTAC CORPORATION.



Overview of Consolidated Subsidiaries

(As of March 31, 2007)

Percentage of

Company name Address (¥Crﬁ?|lltiiln) Principal business votir}%/r)ights Nature of relationship
0
Prescription Directors in common with
E%NSS%YAKUH IN Akita, Akita 100 | pharmaceutical wholesale 100.0 the Company; guarantee of
" ' business debt; sale of products
_— Directors in common with
Prescription )
USHIODA KURAYA Mito, Ibaraki 98 | pharmaceutical wholesale 100.0 the C_Ompa”Y' guarantee of
SANSEIDO Inc. business debt; borrowing and loan of
facilities; sale of products
_— Directors in common with
Prescription ’ h
KURAYA SANSEIDO Chuo-ku, Tokyo 100 | pharmaceutical wholesale 100.0 the Company; pqr_rowlng
Inc. busi and loan of facilities; sale of
usiness
products
Prescription Directors in common with
gAA,'\\IAS'éTDIFéOmléURAYA Chuo, Yamanashi 57 | pharmaceutical wholesale 100.0 the Company; loan of
' business facilities; sale of products
Prescription Directors in common with
E.FIIDSEI YAKUHIN CO., Gifu, Gifu 100 | pharmaceutical wholesale 100.0 the Company; borrowing of
' business facilities; sale of products
_— Directors in common with
Prescription ’ h
1IZUTSU KURAYA Nakagyou-ku, 100 | pharmaceutical wholesale 100.0 the Company; pqr_rowlng
SANSEIDO Inc. Kyoto business and loan of facilities; sale of
products
Naka-ku Prescription Directors in common with
EVERLTH Co., Ltd. Hiroshi m a 1,510 | pharmaceutical wholesale 100.0 the Company; borrowing of
business facilities; sale of products
Prescription Directors in common with
ATOL Co., Ltd. Hakata-ku, Fukuoka 3,965 | pharmaceutical wholesale 100.0 the Company; borrowing of
business facilities; sale of products
_— Directors in common with
Prescription )
MEDICEO MEDICAL Bunkyo-ku, Tokyo 100 | pharmaceutical wholesale 100.0 the_c_‘?mPa”yv I_oan of
CO., LTD. busi facilities; stocking and sale
usiness
of products
Cosmetics, daily Directors in common with
PALTAC ! necessities and OTC the Company; loan of
CORPORATION Chuo-ku, Osaka 5,206 pharmaceutical wholesale 1000 facilities; stocking and sale
business of products
KURAYA KASEI, INC. | Nagano, Nagano 20 | Related business 100.0 Guarantee of debt; loan of

facilities

Note: KURAYA SANSEIDO Inc., ATOL Co., Ltd. and PALTAC CORPORATION are special subsidiaries.




3. Management Policies

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

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

Basic operating policy
We raise the level 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 policy of listening.
We work hard to create unity.

(2) Target Management Indicators
The Medium-Term Consolidated Management Plan for the three years from April 2005 to March 2008, which was
announced on July 29, 2005, is as follows.

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

Focus Points)
1. Create an environment capable of supporting growth
1 Aspire to be an organization that is rich in creativity and has ample ability and speed.
1 Exercise price formation functions based on partnerships with customers.
1 Continuously improve business operations to strengthen cost competitiveness.

{ Enhance employee education and training to develop the employees that will shape the companygs future.

2. Evolve logistics 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 a robust, stable supply system to earn customer trust.

3. Create new value that enriches life
1 Transform into a new 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 (Year ending March 31, 2008)

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

(3) Medium-to-Long-Term Management Strategy

Based on fiEstablish a Customer-Oriented Distribution Business Model,0 the basic policy of the Medium-Term
Consolidated Management Plan, which covers the three years from April 2005 to March 2008, the Company is moving to
further strengthen distribution functions and to upgrade and enhance the information infrastructure of the Mediceo Paltac
Group, while working to generate synergy and realize cost reductions from the management integration with PALTAC
CORPORATION.



4. Consolidated Financial Statements

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

As of As of Year-on-Year
March 31, 2007 March 31, 2006 Change
ASSETS
I Current assets
1.Cash on hand and in banks ~ *3 147,674 144,268 3,405
2. Notes and accounts receivable T
trade *5 492,847 489,442 3,405
3. Inventories 106,218 96,675 9,543
4. Deferred income taxes 7,579 8,592 (1,013)
5. Accounts receivable 41,787 37,791 3,995
6. Other current assets 2,484 2,770 (286)
Allowance for doubtful accounts (2,784) (5,459) 2,674
Total current assets 795,807 77.0 774,082 77.9 21,725
Il Fixed assets
1. Tangible fixed assets: *1
(1) Buildings and structures ~ *3 65,499 63,558 1,940
(2) Land *3,6 70,338 72,196 (1,857)
(3) Construction in progress 1,802 1,819 (16)
(4) Other tangible fixed assets 13,880 13,693 186
Total tangible fixed assets 151,520 14.7 151,267 15.2 252
2. Intangible fixed assets:
(1) Goodwill 8,567 o} 8,567
(2) Software 4,200 4,682 (481)
(3) Other intangible fixed assets 726 1,456 (730)
Total intangible fixed assets 13,493 1.3 6,139 0.6 7,354
3. Investments and other assets:
(1) Investment securities *2,3 56,950 47,950 9,000
(2) Long-term loans receivable 674 775 (101)
(3) Deferred income taxes 390 1,192 (802)
(4) Other 18,221 16,478 1,742
Allowance for doubtful accounts (4,128) (4,396) 267
Total investments and other assets 72,108 7.0 62,001 6.3 10,107
Total fixed assets 237,123 23.0 219,409 221 17,714
Total assets 1,032,931 100.0% 993,491 100.0% 39,439
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(Millions of yen, rounded down to the nearest million)

As of As of Year-on-Year
March 31, 2007 March 31, 2006 Change
LIABILITIES
| Current liabilities:
1. Notes and accounts payable T trade
*3,5| 646,329 631,285 15,044
2. Short-term bank loans 31,294 25,878 5,415
3. Long-term debt due within one year 4,956 5,017 (61)
4. Income taxes payable 3,643 8,107 (4,463)
5. Deferred income taxes 6 o} 6
6. Reserve for bonuses 7,882 8,020 (137)
7. Allowance for losses on sales
returns 909 961 (51)
8. Other current liabilities 21,039 21,998 (959)
Total current liabilities 716,061 69.3 701,270 70.6 14,791
Il Long-term liabilities:
1. Convertible bonds 1,340 1,867 (527)
2. Long-term debt 4,468 5,636 (1,168)
3. Deferred income taxes 14,030 8,010 6,019
4. Deferred income taxes T
land revaluation *6 1,049 1,075 (26)
5. Reserve for employeesb retirement
benefits 17,267 17,068 198
6. Reserve for directorsd and corporate
auditorsd retirement benefits o} 492 (492)
7. Consolidated adjustment account o} 11,749 (11,749)
8. Negative goodwill 13,978 o} 13,978
9. Other long-term liabilities 3,625 3,908 (283)
Total long-term liabilities 55,757 5.4 49,807 5.0 5,950
Total liabilities 771,819 74.7 751,077 75.6 20,741
SHAREHOLDERS) EQUITY
I Common stock *8 o} o} 21,479 2.2 o}
Il Capital surplus o} o} 131,328 13.2 o}
Il Retained earnings o} o} 115,948 11.7 o}
IV Land revaluation surplus *6 o} o} (18,750) (1.9 o}
V Unrealized gain on available-for-sale
securities o} o} 11,317 1.1 o}
VI Treasury stock, at cost *9 0 o} (18,909) (1.9 0
Shareholdersd equity 0 o} 242,413 24.4 0
Total liabilities, minority interests and
shareholdersd equity 0 o} 993,491 100.0% 0
NET ASSETS
| Shareholders6 equity
1. Common stock 21,743 2.1 o} o} o}
2. Capital surplus 132,878 12.9 o} o} o}
3. Retained earnings 129,760 12.6 o} o} o}
4. Treasury stock, at cost (18,297) (1.8) 0 o} 0
Total shareholdersd equity 266,084 25.8 o} o} o}
Il Valuation, foreign currency and other
adjustments
1. Unrealized gain on available-for-sale
securities 13,099 1.3 o} o} o}
2. Land revaluation surplus *6 (18,071) (1.8) 0 o} 0
Total valuation, foreign currency and other
adjustments (4,972) (0.5) 0 o} 0
Total net assets 261,111 25.3 0 o} 0
Total liabilities and total net assets 1,032,931 100.0% 0 0 0
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(2) Consolidated Statements of Operations

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

Year ended Year ended Year-on-Year
March 31, 2007 March 31, 2006 Change
I.  Netsales 2,166,762 | 100.0% 1,921,713 100.0% 245,048
1. Cost of sales 1,978,611 | 91.3 1,760,112 91.6 218,498
Gross profit 188,151 8.7 161,601 8.4 26,550
Reversal of allowance for losses on sales returns 993 974
Provision for allowance for losses on sales returns (909) (973)
Net gross profit 188,235 8.7 161,603 8.4 26,632
I11. Selling, general and administrative expenses
1. Wages and salaries 69,124 62,203
2. Welfare expenses 8,567 10,731
3. Provision for bonuses 7,837 8,086
4. Provision for employeesd retirement benefits o] 2,396
5. Retirement benefit expenses 5,512 o]
6. Provision for directorsé and corporate auditorsd
retirement bonuses 81 84
7. Shipping and delivery expenses 13,021 9,549
8. Rental expenses 5,192 4,570
9. Depreciation and amortization 8,870 8,509
10. Amortization of goodwill 2,616 o]
11. Other 39,634 34,864
Total selling, general and administrative expenses 160,459 7.4 140,995 7.3 19,464
Operating income 27,776 1.3 20,608 1.1 7,167
V. Non-operating income:
1. Interest income 248 249
2. Dividend income 1,017 488
3. Research fee income 5,076 4,472
4. Real estate rental income 1,640 1,267
5. Amortization of consolidation difference o} 5,567
6. Amortization of negative goodwill 6,067 o]
7. Other non-operating income 1,482 1,490
Total non-operating income 15,532 0.7 13,535 0.7 1,996
V. Non-operating expenses:
1. Interest expense 417 234
2. Real estate rental expenses 1,153 776
3. Other non-operating expenses 163 396
Total non-operating expenses 1,734 0.1 1,407 0.1 326
Ordinary income 41,574 1.9 32,736 1.7 8,837
VI. Extraordinary gains:
1. Gain on sale of fixed assets *1 365 1,105
2. Gain on sale of investment securities 36 258
3. Gain on redemption of investment securities o] 39
4. Gain on sale of equity in affiliates 21 409
5. Gain on disposal of golf club memberships 16 7
6. Reversal of allowance for doubtful accounts 2,574 525
7. Gain on revision of employeeso retirement o] 363
benefit system 130 o]
8. Gain on dissolution of employeesd pension fund
Total extraordinary gains 3,144 0.2 2,709 0.2 435
VII. Extraordinary losses:
1. Loss on sale and disposal of fixed assets *2 729 1,543
2. Loss on impairment of fixed assets *3 2,767 2,109
3. Loss on sale of investment securities o} 12
4. Loss on devaluation of investment securities 121 12
5. Loss on sale of equity in affiliates o] 744
6. Loss on devaluation of equity in affiliate 249 105
7. Loss on disposal of golf club memberships 5 12
8. Loss on devaluation of golf club memberships 12 0
9. Additional retirement benefits for employees 5,750 35
10. Restructuring costs of business establishments 455 431
11. Management integration expenses o] 209
12. Employeesd pension fund withdrawal premium o] 119
13. Lease cancellation penalty 287 o]
Total extraordinary losses 10,379 0.5 5,337 0.3 5,042
Income before income taxes and minority
interests 34,339 1.6 30,108 1.6 4,231
Income taxes
Current income taxes 9,727 9,707
Deferred income taxes 5,506 (441)
Total income taxes 15,233 0.7 9,265 0.5 5,968
Gain in minority interests 5] o] 0 0.0 (0
Net income 19,105 0.9 20,842 1.1 (1,736)
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(3) Consolidated Statements of Retained Earnings

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

Year ended
March 31, 2006
CAPITAL SURPLUS

| Capital surplus, beginning of year 67,618
Il Increase in capital surplus 63,710
1. Increase due to share exchange 59,916
2. Increase due to conversion of convertible bonds 3,693
3. Gain on disposal of treasury stock 100
Il Capital surplus, end of year 131,328

RETAINED EARNINGS
| Retained earnings, beginning of year 98,910
Il Increase in retained earnings 20,842
1. Net income 20,842
Il Decrease in retained earnings 3,805
1. Cash dividends paid 2,850
2. Bonuses to directors and corporate auditors 311
[Bonuses to corporate auditors] [25]
3. Decrease in surplus due to consolidated write-offs 104
4. Reverse of land revaluation surplus 538
IV Retained earnings, end of year 115,948
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Consolidated Statements of Changes in Shareholderso Equity, Etc.

Year ended March 31, 2007

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

Shareholdersd equity
Common Capital Retained Treasury Total R
. shareholdersd
stock surplus earnings stock .
equity
Balance at March 31, 2006 21,479 131,328 115,948 (18,909) 249,846
Changes during the year
Issuance of new stock 263 263 526
Dividends from retained earnings* (2,070) (2,070)
Dividends from retained earnings (1,728) (1,728)
Bonuses to directors and corporate
auditors* (434) (434)
Merger/separation of consolidated
subsidiaries (606) (606)
Net income 19,105 19,105
Acquisition of treasury stock (138) (138)
Disposal of treasury stock 1,287 750 2,037
Reverse of land revaluation surplus (454) (454)
Net change of items other than
shareholdersd equity during the
year
Total changes during the year 263 1,550 13,812 611 16,238
Balance at March 31, 2007 21,743 132,878 129,760 (18,297) 266,084

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

Valuation, foreign currency and other adjustments

Unrealized gain Land TOt"?‘I valuation,
: : foreign currency | Total net assets
on available-for- revaluation
sale securities surplus a_nd other
adjustments
Balance at March 31, 2006 11,317 (18,750) (7,432) 242,413
Changes during the year
Issuance of new stock 526
Dividends from retained earnings* (2,070)
Dividends from retained earnings (1,728)
Bonuses to directors and corporate
auditors* (434)
Merger/separation of consolidated
subsidiaries (606)
Net income 19,105
Acquisition of treasury stock (138)
Disposal of treasury stock 2,037
Reverse of land revaluation surplus (454)
Net change of items other than
shareholdersd equity during the 1,781 678 2,460 2,460
year
Total changes during the year 1,781 678 2,460 18,698
Balance at March 31, 2007 13,099 (18,071) (4,972) 261,111

* Item for appropriation of retained earnings at June 2006 ordinary general meeting of shareholders.
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(4) Consolidated Statements of Cash Flows

(Millions of yen, rounded down to the nearest million

Year ended Year ended Year-on-Year
March 31, 2007 | March 31, 2006 Change
I Cash flows from operating activities
Income before income taxes and minority interests 34,339 30,108 4,231
Depreciation and amortization 9,663 9,125 537
Loss on impairment of fixed assets 2,767 2,109 658
Amortization of consolidation difference o} (5,567) 5,567
Amortization of goodwill (negative goodwill) (3,451) o} (3,451)
Decrease in reserve for employeest retirement benefits T net (3,721) (1,921) (1,800)
Increase (decrease) in reserve for directorsé and corporate
auditorsd retirement benefits (492) 84 (577)
Decrease in reserve for employeesd bonuses (197) (68) (128)
Decrease in allowance for doubtful accounts (3,260) (1,283) (1,977)
Decrease in allowance for sales returns (83) 1) (82)
Interest and dividend income (1,265) (737) (527)
Interest expenses 417 234 183
Loss on disposal of property, plant and equipment T net 363 438 (74)
Loss (gain) on sale or devaluation of securities T net 85 (273) 358
Loss related to stock of affiliates 228 440 (211)
Loss on sale and devaluation of golf club memberships T net 0 S (5)
Additional retirement benefits for employees 5,750 35 5,714
Decrease in notes and accounts receivable T trade 2,069 10,799 (8,729)
Decrease (increase) in inventories (8,770) 3,355 (12,126)
Decrease (increase) in other current assets (2,469) 50 (2,519)
Increase (decrease) in notes and accounts payable 8,974 (2,286) 11,260
Increase (decrease) in accrued consumption taxes (1,194 2,857 (4,052)
Decrease in other current liabilities (1,720) (2,196) 476
| _Payment of directorsb and corporate auditorsbbonuses | . (434) | (315) | (118)
I subtotal 37,599 | 44993 | | (7.394)
Interest and dividends received 1,265 738 527
Cash paid for interest (414) (201) (213)
Special retirement benefits paid (5,183) (35) (5,147)
Cash paid for income taxes (13,430) (3,699) (9,730)
Net cash provided by operating activities 19,836 41,795 (21,958)
Il Cash flows from investing activities
Payments for time deposits (4,940) (1,144) (3,795)
Maturity of time deposits 1,065 1,250 (185)
Payments for purchase of marketable securities o} (2) 2
Proceeds from sale of marketable securities o} 10 (10)
Payments for purchase of property, plant and equipment (12,235) (9,063) (3,171)
Proceeds from sale of property, plant and equipment 3,194 3,862 (668)
Payments for purchase of investment securities (4,150) (3,103) (1,047)
Proceeds from sale of investment securities 1,255 1,759 (504)
Payment for acquisition of subsidiary stock (3,975) o} (3,975)
Proceeds from sale of subsidiary stock o} 250 (250)
Proceeds from sale of affiliate stock 119 o} 119
Proceeds from acquisition of subsidiary stock due to change in
scope of consolidation o} 10,628 (10,628)
Payments for issuance of loans (75) (75) 0)
Proceeds from recovery of loans 247 212 34
Payments for transfer of business o} (30) 30
Proceeds from transfer of business 8 o} 8
Other, net (650) (189) (461)
Net cash provided by investing activities (20,137) 4,366 (24,504)
Il Cash flows from financing activities
Increase (decrease) in short-term bank loans T net 3,615 (1,033) 4,649
Proceeds from long-term debt 5,000 1,500 3,500
Repayment of long-term debt (6,369) (3,113) (3,255)
Repayment of convertible bonds 0) 0) 0
Purchase of treasury stock (138) (16,873) 16,734
Cash dividends paid (3,798) (2,246) (1,551)
Cash dividends of wholly owned subsidiary from share exchange o} (604) 604
Cash dividends paid to minority shareholders 0 (3) 3
Net cash used in financing activities (1,690) (22,375) 20,684
IV Net increase in cash and cash equivalents (1,991) 23,786 (25,778)
V Cash and cash equivalents at beginning of year 142,908 119,121 23,786
VI Increase in cash and cash equivalents due to merger of consolidated
subsidiaries 1,522 o) 1,522
VII Cash and cash equivalents at end of year 142,439 142,908 (469)
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(5) Preparation of the Consolidated Financial Statements

Year ended
March 31, 2007

Year ended
March 31, 2006

1. Scope of Consolidation

(1 Number of Consolidated Subsidiaries: 11 companies
SENSHU YAKUHIN CO., LTD.
USHIODA KURAYA SANSEIDO Inc.
KURAYA SANSEIDO Inc.
YAMAHIRO KURAYA SANSEIDO Inc.
HEISEI YAKUHIN CO., LTD.

IZUTSU KURAYA SANSEIDO Inc.
EVERLTH Co., Ltd.

ATOL Co., Ltd.

MEDICEO MEDICAL CO., LTD.
PALTAC CORPORATION

KURAYA KASEI, INC.

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

On April 1, 2006, 1ZUTSU PHARMACEUTICAL CO.,
LTD. changed its name to IZUTSU KURAYA
SANSEIDO Inc.

(2) Unconsolidated Subsidiaries

Significant unconsolidated subsidiaries:

EVERLTH AGROTECH Co., Ltd.

ALCOS CO., LTD. was a wholly owned subsidiary of
ATOL Co., Ltd., a wholly owned subsidiary of the
Company, but as a result of a merger on April 1, 2006
with PALTAC CORPORATION (a wholly owned
subsidiary of the Company) as the surviving company;,
ALCOS CO., LTD. was dissolved.

Reason for exclusion from consolidation:

The unconsolidated subsidiary is small in scale, and their
total assets, net sales, net income (equity equivalent) and
retained earnings (equity equivalent) would not have a
material effect on the interim consolidated financial
statements.

1. Scope of Consolidation

(1 Number of Consolidated Subsidiaries: 11 companies
SENSHU YAKUHIN CO., LTD.

USHIODA SANGOKUDO YAKUHIN CO., LTD.
KURAYA SANSEIDO Inc.

YAMAHIRO KURAYA SANSEIDO Inc.
HEISEI YAKUHIN CO., LTD.

IZUTSU PHARMACEUTICAL CO., LTD.
EVERLTH Co., Ltd.

ATOL Co., Ltd.

MEDICEO MEDICAL CO., LTD.

PALTAC CORPORATION

KURAYA 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 is included 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 fiscal year ended March 31,
2006, as the 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., a
wholly owned subsidiary of the Company, on January 1,
2006, with KURAYA 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 KURAYA SHOIJI,
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.
ALCOS CO., LTD.

ALCOS CO., LTD. was an affiliate of ATOL Co., Ltd., a
wholly owned subsidiary of the Company, 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 a
material effect on the consolidated financial statements.
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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 the
total assets, net sales, net income and retained earnings
of these companies would not have a material effect on
the consolidated financial statements, and the
importance of these companies in 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 others) as the
total assets, net sales, net income and retained earnings
of these companies would not have a material effect on
the consolidated financial statements, and the
importance of these companies in the aggregate is not
significant.

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

3. Interim 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 valuation of major assets
a. Valuation of Securities
Held-to-maturity bonds:
Amortized cost method (Straight-line method)
Other marketable securities:
Securities quoted on stock exchanges:
Valued at market based on market prices at the year-end
consolidated account settlement date (valuation
differences are fully capitalized 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 Inventories
Valued at cost using the moving-average method

(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 3-50
years for buildings and structures and 4-15 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.

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 stock exchanges:
Valued at market based on market prices at the year-end
consolidated account settlement date (valuation
differences are fully capitalized 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 Inventories
Valued at cost using the moving-average method

(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.
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(3) Accounting Standards for Major Reserves (3) Accounting Standards for Major Reserves

a. Allowance for doubtful accounts a. Allowance for doubtful accounts

An allowance for doubtful accounts is provided in An allowance for doubtful accounts is provided in

amounts deemed necessary to cover possible losses. It amounts deemed necessary to cover possible losses. It

comprises the amount calculated in accordance with the comprises the amount calculated in accordance with the

corporate income tax regulations and the amount corporate income tax regulations and the amount

estimated to be uncollectible on an individual basis. estimated to be uncollectible on an individual basis.

b. Reserve for employeesd bonuses b. Reserve for employeesd bonuses

To provide for payment of bonuses to employees, a To provide for payment of bonuses to employees, a

consolidated reserve is set aside in the estimated consolidated reserve is set aside in the estimated amount

amount required to be paid for the consolidated required to be paid for the consolidated accounting

accounting period. period.

c. Allowance for losses on sales returns c. Allowance for losses on sales returns

An allowance for losses on sales returns is provided An allowance for losses on sales returns is provided

based on the amount of trade receivables at the based on the amount of trade receivables at the

consolidated balance sheet date, multiplied by the consolidated balance sheet date, multiplied by the actual

actual rate of returns and the sales profit rate. rate of returns and the sales profit rate.

d. Reserve for employeesd retirement benefits d. Reserve for employeesd retirement benefits

The Company and its consolidated subsidiaries mainly The Company and its consolidated subsidiaries mainly

provide for employeesd retirement benefits in the provide for employeesd retirement benefits in the

estimated amount required to be paid at the estimated amount required to be paid at the consolidated

consolidated balance sheet date, less the estimated fair balance sheet date, less the estimated fair value of

value of pension assets related to contributory pension pension assets related to contributory pension plans.

plans. Past service liability and actuarial differences are
Past service liability and actuarial differences are expensed on a straight-line basis over three years

expensed on a straight-line basis over three years beginning in the fiscal year in which they arise.

beginning in the fiscal year in which they arise.

(Supplemental information)

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

Guideline 1).0
The effect of these transfers is an extraordinary loss of
¥363 million.

e. Reserve for directorsi and corporate auditor s e. Reserve for directorsi and corporate auditor s

retirement benefits retirement benefits

Certain subsidiaries provide for payment of directorsd

(Supplemental information) and corporate auditorsd retirement benefits based on the
Certain subsidiaries had provided for payment of amount required to be paid at the end of the accounting
directorsd and corporate auditorsd retirement benefits period, according to the internal rules of each company.
based on the amount required to be paid at the end of
the accounting period, according to the internal rules of
each company. However, the system of directorsé and
corporate auditorsd retirement benefits was abolished in
June 2006, and these subsidiaries will pay the amount
required to be paid at the time the system was abolished
to directors and corporate auditors when they retire.

This amount is expected to be ¥55.5 billion, and is
accounted for as a long-term prepaid expense in fiOther
long-term liabilities.o

(4) Accounting for Lease Transactions (4) Accounting for Lease Transactions

Finance lease transactions other than those for which Finance lease transactions other than those for which
ownership is deemed to be transferred to the lessee are ownership is deemed to be transferred to the lessee are
accounted for as ordinary lease transactions. accounted for as ordinary lease transactions.
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(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 speculative
transactions.
d. Method of assessing hedge effectiveness
For forward exchange contracts, as a rule, the
Company compares the total exchange rates of
hedged items to the total market fluctuation of
hedging instruments during the period from the time
hedging begins until the point when its effectiveness
is 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 effectiveness is clearly 100 percent.

(6) Other
Accounting for consumption taxes
Consumption taxes and local consumption taxes are
excluded from the amounts in the financial statements.

(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 speculative
transactions.
d. Method of assessing hedge effectiveness
For forward exchange contracts, as a rule, the
Company compares the total exchange rates of
hedged items to the total market fluctuation of
hedging instruments during the period from the time
hedging begins until the point when its effectiveness
is 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 effectiveness is clearly 100 percent.

(6) Other
Accounting for consumption taxes
Consumption taxes and local consumption taxes are
excluded from the amounts in the financial statements.

5. Valuation of Assets and Liabilities of Consolidated
Subsidiaries
The assets and liabilities of the consolidated
subsidiaries are valued using the full mark-to-market
method.

5. Valuation of Assets and Liabilities of Consolidated
Subsidiaries
The assets and liabilities of the consolidated
subsidiaries are valued using the full mark-to-market
method.

6.0

6. Amortization of Consolidation Difference
The consolidated adjustment account is amortized on a
straight-line basis over five years, except for
insignificant amounts, which are fully amortized in the
fiscal year in which they arise.

7. Amortization of Goodwill and Negative Goodwill
Goodwill and negative goodwill are amortized on a
straight-line basis over five years, except for
insignificant amounts, which are fully amortized in the
year in which they arise.

7.0

8.0

8. Handling of Items in Appropriation of Profits, Etc.
The Consolidated Statements of Retained Earnings are
prepared based on the final appropriation of retained
earnings of the respective consolidated companies
determined during the fiscal year.

9. Scope of Funds in the 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
are readily convertible into cash, are exposed to
insignificant risk of changes in value and are
redeemable in three months or less.

9. Scope of Funds in 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 convertible into cash, are exposed to
insignificant risk of changes in value and are redeemable
in three months or less.
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(6) Significant Changes in Basis of Preparation of Consolidated Financial Statements

0

Accounting Standards for 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, fiStatement 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 ¥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.

The effects on segment information are stated in the
relevant places.

Accounting Standards for Presentation of Net Assets
on the Balance Sheets
Effective from the year ended March 31, 2007, the
Company applies the iAccounting Standards for
Presentation of Net Assets on the Balance Sheetso
(Accounting Standards Board of Japan, Statement No. 5
issued on December 9, 2005) and fiApplication Guidance
on Accounting Standards for Presentation of Net Assets
on the Balance Sheetso (Accounting Standard
Application Guidance No. 8 issued on December 9,
2005).
The amount corresponding to the total of the previous
shareholdersd equity section is ¥261,111 million.
The net assets section of the consolidated balance sheets
in the year ended March 31, 2007 is prepared using the
revised rules for consolidated financial statements.

0

Accounting Standards for Business Combinations

Effective from the year ended March 31, 2007, the
Company applies the AAccounting Standard for Business
Combinationso (Business Accounting Council, October
31, 2003) and fiAccounting Standard for Business
Divestitureso (Accounting Standards Board of Japan,
Statement No. 7 issued on December 27, 2005), as well as
fiApplication Guidance on Accounting Standard for
Business Combinations and Accounting Standard for
Business Divestitures (Accounting Standard Application,
Guidance No. 10, December 27, 2005).

Previously, the Company presented the balance of the
consolidated adjustment account on a net basis, but now
presents goodwill and negative goodwill in their total
amounts. As a result, fixed assets and long-term liabilities
each increased by ¥8,194 billion compared with their
totals if the previous method had been used.

In the consolidated statements of operations, the
Company also previously presented the amortized amount
of the consolidated adjustment account on a net basis, but
now presents the amortized amounts of goodwill and
negative goodwill in their full amounts. As a result,
selling, general and administrative expenses increased by
¥2,429 million and operating income decreased by ¥2,429
million compared to their totals if the previous method had
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been used.
The effects on segment information are stated in the
relevant places.

Accounting Standard for Directorsi and Corporate
Auditorsi Bonuses

Effective from the year ended March 31, 2007, the
Company applies the AAccounting Standard for Directorsd
and Corporate Auditorsd Bonuseso (Accounting Standards
Board of Japan, Statement No. 4, November 29, 2005). As
a result, operating income, ordinary income and income
before income taxes each decreased by ¥563 million.

The effects on segment information are stated in the
relevant places.
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(7) Changes in Disclosure Policy

(Consolidated Balance Sheets)

The item previously displayed as iConsolidated
adjustment accounto has been changed to fiGoodwillo
and fiNegative goodwillo effective from the year ended
March 31, 2007.

(Consolidated Statements of Operations)

a. In the fiscal year ended March 31, 2006, fiProvision for
employeesd retirement benefitso was displayed. Effective
from the fiscal year ended March 31, 2007, this item is
displayed as fiRetirement benefit expenseso to increase the
clarity of the consolidated statements of operations. The
premium expenses of the defined contribution pension
plan (¥900 million in the fiscal year ended March 31,
2006), which were previously included in fiwwages and
salaries,0 and premium expenses of the welfare pension
fund (¥2,304 million in the fiscal year ended March 31,
2006), which were previously included in iWelfare
expenses, 0 are also now included in fiRetirement benefit
eXpenses.o

b. The item previously displayed as fiConsolidated adjustment
accounto has been changed to iGoodwillo and fiNegative
goodwillo effective from the fiscal year ended March 31, 2007.

(Consolidated Statements of Operations)

The item previously displayed as fiSales office
consolidation expenseso has been changed to
fiRestructuring costs of business establishmentso effective
from the fiscal year ended March 31, 2006.

(Consolidated Statements of Cash Flows)

a. The item previously displayed as iAmortization of
consolidation differenceo has been changed to
fiAmortization of goodwill (negative goodwill).0

b. The item previously presented as fiProceeds from sale of
subsidiary stocko has been changed to fiProceeds from sale
of affiliate stocko effective from the fiscal year ended
March 31, 2007.

(Consolidated Statements of Cash Flows)

The item displayed as fiLoss on cancellation of affiliateds
stockd in the previous fiscal year is displayed as and
included in fiLoss related to stock of affiliateso effective
from the fiscal year ended March 31, 2006, due to a loss in
this fiscal year related to the sale and valuation of the stock
of affiliates.
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(8) Notes to Consolidated Financial Statements

Notes to Consolidated Balance Sheets

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

As of
March 31, 2007

As of
March 31, 2006

1 Accumulated depreciation of property,
plant and equipment

1. Accumulated depreciation of property,
plant and equipment

Buildings and structures 60,432 Buildings and structures 60,765
Other 22,586 Other 20,551
Total 83,018 Total 81,317
2. Items pertaining to unconsolidated 2. Items pertaining to unconsolidated
subsidiaries and affiliates subsidiaries and affiliates
Investment securities (stock) 6,674 Investment securities (stock) 2,406
3. Pledged assets 3. Pledged assets
Time deposits 1,110 Time deposits 1,200
Buildings and structures 419 Buildings and structures 1,110
Land 545 Land 2,003
Investment securities 1,555 Investment securities 1,615
Total 3,630 Total 5,930
Liabilities corresponding to above Liabilities corresponding to above
pledged assets: pledged assets:
Accounts payable 39,481 Accounts payable 50,859
4. Contingent liabilities 4. Contingent liabilities
Guarantees are provided for loans Guarantees are provided for loans
from banks, etc., of unconsolidated from banks, etc., of unconsolidated
subsidiaries, affiliated companies subsidiaries, affiliated companies
and others, as follows: and others, as follows:
EVERLTH AGROTECH Co., Ltd. 902 ALCOS Co., Ltd. 1,904
SELMESTA CO., LTD. 82 EVERLTH AGROTECH Co., Ltd. 646
Other 44 SELMESTA CO., LTD. 107
Other 59
Total 1,029 Total 2,717

sheet date were as follows:
Item (¥ million)

Notes receivable 3,666
Accounts receivable 5,925
Notes payable 4,820
Accounts payable 23,139

5. Notes maturing on the balance sheet date, and
receivables and payables with cash settlements on the
note maturity date with the same conditions as the
natured notes, are treated as having been settled on the
maturity date, even though that date fell on a holiday for
financial institutions. Matured notes, etc., on the balance

5.0
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6. Land Revaluation

The Company and certain of its consolidated
subsidiaries carried out a revaluation of land for business
use, under the fiLand Revaluation Lawo (Law No. 34,
passed on March 31, 1998). The resulting land
revaluation difference is accounted for, net of related
deferred tax assets and liabilities, in shareholdersd equity
as fiRevaluation surplus.o

Revaluation method: The revaluation was calculated
according to the price recorded in the Property Tax
Ledger of No. 10 or the Supplementary Property Tax
Ledger of No. 11 of Article 341 of the Regional Tax Law
stipulated in Article 2, Item 3 of the fiExecutive Order on
the Land Revaluation Lawo (Directive No. 119,
published on March 31, 1998).

Date of land revaluation: March 31, 2002

Difference between market value of revalued land at
March 31, 2007 and book value after revaluation: ¥5,043
million

6. Land Revaluation

The Company and certain of its consolidated
subsidiaries carried out a revaluation of land for business
use, under the fiLand Revaluation Lawo (Law No. 34,
passed on March 31, 1998). The resulting land
revaluation difference is accounted for, net of related
deferred tax assets and liabilities, in shareholdersd equity
as fiRevaluation surplus.o

Revaluation method: The revaluation was calculated
according to the price recorded in the Property Tax
Ledger of No. 10 or the Supplementary Property Tax
Ledger of No. 11 of Article 341 of the Regional Tax Law
stipulated in Article 2, Item 3 of the fiExecutive Order on
the Land Revaluation Lawo (Directive No. 119,
published on March 31, 1998).

Date of land revaluation: March 31, 2002

Difference between market value of revalued land at
March 31, 2006 and book value after revaluation: ¥5,125
million

7. The Company and its consolidated subsidiaries have
overdraft contracts with 20 banks for the efficient
procurement of working assets. At the end of this
consolidated accounting period, the unexercised
balance of overdraft contracts was as follows:

7. The Company and its consolidated subsidiaries have
overdraft contracts with 23 banks for the efficient
procurement of working assets. At the end of this
consolidated accounting period, the unexercised
balance of overdraft contracts was as follows:

(¥ million) (¥ million)
Total amount of overdraft limit 139,994 Total amount of overdraft limit 138,678
Unexercised balance 31,294 Unexercised balance 25,878
Net balance 108,700 Net balance 112,800
8. 8. The total number of shares issued and outstanding is
242,518,061 shares of common stock.
9.° 9. The number of treasury shares held by consolidated

companies is 12,494,507 shares of common stock.
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Notes to Consolidated Statements of Operations

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

Year ended
March 31, 2007

Year ended
March 31, 2006

1. Components of gain on sales of fixed 1. Components of gain on sales of fixed
assets: assets:
Buildings and structures 65 Buildings and structures 20
Land 298 Land 1,083
Other 1 Other 0
Total 365 Total 1,105
2. Components of loss on sale and disposal 2. Components of loss on sale and disposal
of fixed assets: of fixed assets:
(Loss on disposal of fixed assets) (Loss on disposal of fixed assets)
Buildings and structures 335 Buildings and structures 90
Other 246 Software 62
Other 144
Total 582 Total 297
(Loss on sale of fixed assets) (Loss on sale of fixed assets)
Buildings and structures 80 Buildings and structures 222
Land 60 Land 938
Other 6 Other 84
Total 147 Total 1,245

3. Loss on Impairment of Fixed Assets

During the period ended March 31, 2007, the
Company and its consolidated subsidiaries recorded
impairment losses for the following asset groups.
(1) Summary of existing impaired assets

3. Loss on Impairment of Fixed Assets

During the period ended March 31, 2006, the
Company and its consolidated subsidiaries recorded
impairment losses for the following asset groups.
(1) Summary of existing impaired assets

Application Type Locations/ Amount Application Type Locations/ Amount
Number (Million yen) Number (Million yen)
Tohoku, 8 522 Tohoku, 3 112
Kanto, 12 363 Kanto, 16 981
Land and Koshinetsu, 2 205 Koshinetsu, 2 268
Idle Assets Buildings, Tokai, 3 78 Land and Hokuriku, 2 203
Etc. Kinki, 2 191 Idle Assets Buildings, Tokai, 9 275
Chugoku, 2 460 Etc. Kinki, 1 0
Shikoku, 1 99 Chugoku, 6 83
. Land and Hokaido, 5 59 Shikoku, 2 72
Business o
A Buildings, Tohoku, 9 399 Kyusyu, 7 109
ssets -
Etc. Tokai, 12 383 Leased
— Land Kanto, 1 2
Leased Buildings, Kinki 1 2 Assets
Assets Etc. ' Total 2,109
Total 2,767
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