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1. Results for the Interim Period Ended September 30, 2007 (April 1, 2007 - September 30, 2007)
(Percentages represent change compared with the same period of the previous fiscal year.)

Net sales Year-on-year Oi%igarfqlgg Year-on-year ?rr]gg:ggy Year-on-year
(¥ million) change (%) - change (%) - change (%)
(¥ million) (¥ million)
Interim period ended Sept. 30, 2007 | 1,110,252 34 11,704 (18.3) 19,202 (11.4)
Interim period ended Sept. 30, 2006 | 1,073,411 26.1 14,330 174.8 21,678 89.8
Year ended March 31, 2007 2,166,762 0 27,776 0 41,574 o}
lEl¥etn; micz)rrr:;a \::izrr;gg-()éz?r Earnings per share (¥) Earnings per(if;are (diluted)
Interim period ended Sept. 30, 2007 11,711 35.7 50.60 50.31
Interim period ended Sept. 30, 2006 8,632 (4.9) 37.49 37.22
Year ended March 31, 2007 19,105 o} 82.86 82.29

(Reference) Equity in earnings of affiliates: Interim period ended Sept. 30, 2007: ¥ million, Interim period ended Sept. 30, 2006:
¥0 million, Fiscal year ended March 31, 2007: ¥ million

(2) Financial Position

Total assets Net assets Net worth ratio Net assets

(¥ million) (¥ million) (%) per share (¥)
Interim period ended Sept. 30, 2007 1,041,807 270,180 25.9 1,167.10
Interim period ended Sept. 30, 2006 1,016,613 248,995 24.5 1,080.70
Year ended March 31, 2007 1,032,931 261,111 25.3 1,128.39

(Reference) Net worth: Interim period ended Sept. 30, 2007: ¥270,180 million, Interim period ended Sept. 30, 2006: ¥248,995 million,
Fiscal year ended March 31, 2007: ¥261,111 million

(3) Cash Flows

Cash flows from Cash flows from Cash flows from Cash and cash
operating activities investing activities financing activities equivalents at end of
(¥ million) (¥ million) (¥ million) period (¥ million)
Interim period ended Sept. 30, 2007 (1,439) (9,582) (465) 131,318
Interim period ended Sept. 30, 2006 (4,962) (6,319) (869) 132,279
Year ended March 31, 2007 19,836 (20,137) (1,690) 142,439
2. Dividends
Dividends per share (¥
Interim Year-end Full-year

Year ended March 31, 2007 7.50 7.50 15.00

Year ending March 31, 2008 7.50 0 15.00

Year ending March 31, 2008 (est.) o} 7.50 '

3. Projected Results for the Fiscal Year Ending March 31, 2008 (April 1, 2007 - March 31, 2008)
(Percentages represent change compared with the previous fiscal year.)

Net sales O_peratmg Ordinary income Net income Earnings per
income share
(¥ million) | (%) | (¥ million) | (%) | (¥ million) | (%) | (¥ million) | (%) *)
Year ending March 31, 2008 | 2,234,000 | 3.1 25,200 [(9.3)| 39,000 |(6.2)| 23,500 |23.0 100.78




4, Other

(1) Changes in Major Subsidiaries during the Period (Changes in Specified Subsidiaries due to Changes in the Scope of
Consolidation): 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: No

Note: For more details, see fiPreparation of the Interim Consolidated Financial Statementsd on page 17.

(3) Number of shares issued and outstanding (common stock)

(a) Number of shares at end of period (including treasury stock): Interim period ended Sept. 30, 2007: 243,194,870
shares, Interim period ended Sept. 30, 2006: 242,905,601 shares, Fiscal year ended March 31, 2007: 243,093,358
shares

(b) Treasury stock at end of period: Interim period ended Sept. 30, 2007: 11,697,542 shares, Interim period ended
Sept. 30, 2006: 12,502,877 shares, Fiscal year ended March 31, 2007: 11,692,050 shares

Note: See fiPer Share Informationo on page 39 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 the Interim Period Ended September 30, 2007
(April 1, 2007 - September 30, 2007)

(1) Sales and Income (Percentages represent change compared with the previous fiscal year.)
Net sales Year-on-year Oi%igartr:gg Year-on-year ?rr]gg;ggy Year-on-year
ilh 0, 0, 0
(¥ million) change (%) (¢ million) change (%) (¢ million) change (%)
Interim period ended Sept. 30, 2007 761,848 2.0 1,315 8.0 6,551 .7
Interim period ended Sept. 30, 2006 746,568 0.2 1,217 (12.5) 6,666 59.1
Year ended March 31, 2007 1,503,798 0 2,418 0 11,691 o}
Net income Year-on-year | Earnings per
(¥ million) change (%) share (¥)
Interim period ended Sept. 30, 2007 4,792 0.7) 20.71
Interim period ended Sept. 30, 2006 4,826 100.3 20.96
Year ended March 31, 2007 7,401 o} 32.10
(2) Financial Position
Total assets Net assets Net worth ratio Net assets
(¥ million) (¥ million) (%) per share (¥)
Interim period ended Sept. 30, 2007 865,127 259,617 30.0 1,121.47
Interim period ended Sept. 30, 2006 849,509 253,250 29.8 1,099.16
Year ended March 31, 2007 855,512 256,796 30.0 1,109.74

(Reference) Net worth: Interim period ended Sept. 30, 2007: ¥259,617 million, Interim period ended Sept. 30, 2006: ¥253,250 million,
Fiscal year ended March 31, 2007: ¥256,796 million

2. Projected Unconsolidated Results for Fiscal 2008 (April 1, 2007 T March 31, 2008)
(Percentages represent change compared with the previous fiscal year.)

Net sales O_peratmg Ordinary income Net income Earnings per
income share
(¥ million) | (%) | (¥ million) | (%) | (¥ million) | (%) | (¥ million) | (%) (¥)
Year ending March 31, 2008 | 1,546,000 | 2.8 1,500 |(38.0)] 10,900 |(6.8) 7,800 5.4 33.45

Note: Cautionary Remarks Regarding Forward-Looking Statements and Other Special Items

1. 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 Companybs
management in light of the information currently available to it and involve risks and uncertainties which may affect the
Companysbs future performance.
Please refer to page 4 of the attached materials for items concerning the projected results.

2. Projected results are unchanged from the figures announced on May 14, 2007. Projected earnings per share has been
calculated using the average number of shares outstanding during the interim period in consideration of the impact of the
share exchange with KOBASHOU CO., LTD. noted in the supplementary information on pages 25 and 49.




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

Summary of the Interim Period Ended September 30, 2007

During the six months ended September 30, 2007, the Japanese economy maintained upward momentum as
capital investment increased and employment conditions improved steadily, although consumer spending was
generally flat.

Based on a review by the Business Innovation Committee, the Mediceo Paltac Group implemented reforms
centered on three fundamental strategies T competitive strategy, value strategy and internal operations strategy T
with the aim of building a new, customer-oriented business model.

In addition, Mediceo Paltac Holdings and its wholly owned subsidiary PALTAC CORPORATION have
been holding talks with Kobayashi Pharmaceutical Co., Ltd. (Chuo-ku, Osaka) and its subsidiary KOBASHOU
CO., LTD. (Chuo-ku, Tokyo) on management integration between Paltac and Kobashou. The four companies
agreed to make Kobashou a wholly owned subsidiary of Mediceo Paltac Holdings through a simple exchange of
shares as of January 1, 2008, and signed a share exchange agreement. The four companies also agreed on a
merger between Paltac and Kobashou as of April 1, 2008, with Paltac as the surviving company and Kobashou
as the dissolving company. This is aimed at making the Mediceo Paltac Group a next-generation multi-channel
wholesaler with customer-oriented wholesale functions.

As a result, for the interim period, consolidated net sales totaled ¥1,110,252 million (a 3.4 percent increase
compared with the same period of the previous year), operating income was ¥11,704 million (an 18.3 percent
decrease), ordinary income was ¥19,202 million (an 11.4 percent decrease) and net income was ¥11,711 million
(a 35.7 percent increase).

Results by business segment were as follows.

1 Prescription Pharmaceutical Wholesale Business

Despite lower selling prices, sales of prescription pharmaceuticals were solid due to factors including the
Groupbs efforts to tailor sales approaches to customer needs and to conduct more aggressive sales of new
products and lifestyle disease drugs. In addition, the Group strengthened relationships with customers through
unique approaches including holding training and seminars for customers and providing information tools for
patients.

As a result, sales of the Prescription Pharmaceutical Wholesale Business totaled ¥835,227 million (a 3.1 percent
increase compared with the same period of the previous year).

T Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business

Sales of cosmetics and daily necessities continued to increase steadily. The Group focused on creating
ongoing mechanisms and making proactive capital investments aimed at maximizing customer satisfaction and
minimizing distribution costs in order to meet needs in line with customer changes such as nationwide
expansion and the shift to chain stores. Additionally, for sales of over-the-counter (OTC) pharmaceuticals,
which have been concentrated at Paltac, we have made systematic improvements, including organizational and
personnel changes, since completing a large-scale high-tech distribution center (RDC Sakai) in Naka-ku, Sakai
City in May 2007.

As a result, sales of the Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business were
¥272,742 million (a 4.7 percent increase compared with the same period of the previous year).

1 Related Business

Sales of industrial chemicals were steady as conditions rebounded in the semiconductor industry.

As a result, sales of the Related Business segment were ¥3,124 million (a 7.3 percent increase compared with
the same period of the previous year).

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 is
aggressively implementing reforms centered on three fundamental strategies: competitive strategy, price strategy
and internal operations strategy.

In distribution operations, the Group is increasing its competitiveness by reducing distribution costs and
creating a framework to both supply products and provide services that match customer needs. Moreover, in
internal company structures, we are seeking to strengthen and enhance administrative functions through
measures such as creating an advanced IT system. We are carrying out these measures from a medium-term
perspective with the goal of establishing a new, customer-oriented business model.

In addition, while realizing synergy from the management integration with Paltac and continuing our
aggressive measures to reduce costs, we are conducting new businesses that enable us to respond to changes in
society and the needs of medical institutions under a comprehensive business alliance with Mitsubishi
Corporation in the medical services business.

In the Prescription Pharmaceutical Wholesale segment, we will continue to conduct selling price negotiations
aimed at ensuring reasonable profits, and will develop consistent sales measures across the entire Group. We
will work to further strengthen relationships by focusing on providing the added-value functions that customers
want, such as easier and more efficient ordering.

In the Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale segment, we will integrate the OTC
pharmaceutical wholesale business, which is now concentrated at Paltac, with Paltacés cosmetics and daily
necessities wholesale business. This will further enhance our function as a multi-channel wholesaler and is
aimed at raising customer satisfaction even higher, with a view toward changes in the market environment due
to deregulation expected in the future.

In the Related Business segment, we will strengthen solution-based sales to customers, taking into account
the environment in the semiconductor and food processing industries, and focus on providing a stable supply of
the products they require.

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).

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

(2) Analysis of Financial Position
A. Assets, Liabilities and Net Assets

As of September 30, 2007, total assets were ¥1,041,807 million, an increase of ¥8,876 million from the end of
the previous fiscal year. The principal factors were a ¥14,871 million increase in notes and accounts receivable
0 trade, a ¥3,000 million increase in marketable securities, a ¥1,214 million increase in inventories and a
¥6,357 million increase in land, despite a ¥14,140 million decrease in cash and a ¥2,871 million decrease in
investment securities.

Liabilities totaled ¥771,626 million, a decrease of ¥192 million from the end of the previous fiscal year. The
principal factors were a ¥2,754 million increase in income taxes payable and a ¥3,499 million decrease in
negative goodwill.

Net assets were ¥270,180 million, an increase of ¥9,068 million from the end of the previous fiscal year. The

principal factor was a ¥10,001 million increase in retained earnings.

B. Cash Flows
In the interim period ended September 30, 2007, on a consolidated basis, net cash used in operating activities
was ¥1,439 million, net cash used in investing activities was ¥9,582 million, and net cash used in financing
activities was ¥465 million. The increase from the merger of consolidated subsidiaries was ¥366 million. As a
result, cash and cash equivalents at the end of the interim period decreased ¥11,120 million (7.8 percent) from
the end of the previous fiscal year, to ¥131,318 million.



71 Cash Flows from Operating Activities

The decrease in net cash from operating activities was ¥1,439 million (in the same period of the previous
year the decrease was ¥4,962 million). While the Company had income before income taxes and minority
interests of ¥18,954 million (a 42.4 percent increase), the main factors decreasing cash were amortization of
goodwill (negative goodwill) of ¥2,191 million, a ¥2,598 million decrease in decrease in employeesi severance
and retirement benefits T net, a ¥13,487 million increase in notes and accounts receivable T trade and ¥3,688
million in income taxes paid.

T Cash Flows from Investing Activities

The decrease in net cash from investing activities was ¥9,582 million (in the same period of the previous
year the decrease was ¥6,319 million). The decrease mainly resulted from ¥9,458 million in payments for
purchase of property and equipment, including land for Kanagawa ALC.

1 Cash Flows from Financing Activities

The decrease in net cash from financing activities was ¥465 million (in the same period of the previous year
the decrease was ¥869 million). The main components were a ¥1,280 million net increase in borrowings and
¥1,735 million in cash dividends paid.

Reference: Trends of Cash Flow Indicators

Year ended Year ended Year ended Year ended Interim period ended
March 31, 2004 | March 31, 2005 March 31, 2006 | March 31, 2007 | September 30, 2007
Net worth ratio (%) 20.6 19.8 24.4 25.3 25.9
Net worth ratio on a market
value basis (%) 30.9 31.2 441 50.3 39.0
Cash flow to interest-bearing
debt ratio (%) 175.7 59.5 93.1 216.7 -
Interest coverage ratio (times) 43.7 112.2 207.9 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.

5. The cash flow to interest-bearing debt ratio and the interest coverage ratio are not shown if they are negative.

6. In calculation of the cash flow to interest-bearing debt ratio for the interim period, cash flow is doubled to convert it to an annual
amount.

(3) Basic Policy for Distribution of Profits and Dividends for the Year Ending March 31, 2008
Mediceo Paltac considers returns to shareholders as one of its highest management priorities. The
Companybs 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.
The interim dividend was ¥7.50 per share. For the year ending March 31, 2008, the Company plans to pay a
year-end dividend of ¥7.50 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.
Statements in the text regarding the future are based on the judgments of the Mediceo Paltac Group as of the end of
this consolidated interim accounting period.

. Risks related to specific legal regulations, etc.

The companies in the Mediceo Paltac Group 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.

. About NHI drug prices
Prescription pharmaceutical products handled by the prescription pharmaceutical wholesale business are
listed on the National Health Insurance (NHI) drug price list. The NHI drug price list stipulates the scope of
drugs that can be used under health insurance coverage and the billing prices for the drugs that are used.
Therefore, the NHI price list functions as a price ceiling.
Recent drug price revisions are shown below:

Date announced Date implemented Rate of revision (%)
March 11, 2002 April 1, 2002 -6.3
March 5, 2004 April 1, 2004 -4.2
March 6, 2006 April 1, 2006 -6.7

.. Investment cost and unit selling prices
By merging with other wholesalers, Mediceo Paltac Holdings Co., Ltd. and the Mediceo Paltac Group are
expanding 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.

. 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 7 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 September 30, 2007)

Prescription Pharmaceutical Wholesale Business

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

KURAYA SANSEIDO Inc.
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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 7 companies

———">> Capital relationship

<:::> Products/services
—>



Overview of Consolidated Subsidiaries

(As of March 31, 2007)

Percentage of

Company name Address (¥Crﬁ?|lltiiln) Principal business votin(%/r)ights Nature of relationship
0
Prescription Directors in common with
E%NSG%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 Compan_y,_ I_ea§e and
SANSEIDO Inc. business rental of facilities; sale of
products
_— Directors in common with
Prescription )
KURAYA SANSEIDO Chuo-ku, Tokyo 100 | pharmaceutical wholesale 100.0 the Compan_y,_ I_ea§e and
Inc. busi rental of facilities; sale of
usiness
products
Prescription Directors in common with
gAA,'\\IAS'éTDIFéOmléURAYA Chuo, Yamanashi 57 | pharmaceutical wholesale 100.0 the Company; lease of
' business facilities; sale of products
Prescription Directors in common with
E.FIIDSEI YAKUHIN CO., Gifu, Gifu 100 | pharmaceutical wholesale 100.0 the Company; rental of
' business facilities; sale of products
Prescription Directors in common with
,ISZAUNTSSEUlng E@YA Eal;?gyou-ku, 100 | pharmaceutical wholesale 100.0 the Company; lease of
' Y business facilities; sale of products
Prescription -
Naka-ku, - Lease and rental of facilities;
EVERLTH Co., Ltd. Hiroshima 1,510 gﬂzirrr]rézgeutlcal wholesale 100.0 sale of products
Prescription Directors in common with
ATOL Co., Ltd. Hakata-ku, Fukuoka 3,965 | pharmaceutical wholesale 100.0 the Company; rental 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_ease of
CO., LTD. busi facilities; stocking and sale
usiness

of products
Cosmetics, daily Directors in common with
PALTAC ! necessities and OTC the Company; lease of
CORPORATION Chuo-ku, Osaka 5,206 pharmaceutical wholesale 1000 facilities; stocking and sale
business of products
Guarantee of debt; lease of
KURAYA KASEI, INC. Nagano, Nagano 20 | Related business 100.0 facilities, stocking of

products

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.

1 Enhance employee education and training to develop the employees that will shape the companyss 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. Interim Consolidated Financial Statements

(1) Interim Consolidated Balance Sheets

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

As of As of As of
September 30, 2007 September 30, 2006 March 31, 2007
ASSETS
I Current assets
1. Cash *2 133,533 133,514 147,674
2. Notes and accounts receivable T
trade 4 507,719 493,678 492,847
3. Marketable securities 3,000 o} o}
4. Inventories 107,433 106,264 106,218
5. Deferred income taxes 7,905 13,988 7,579
6. Accounts receivable, other 42,287 40,204 41,787
7. Other current assets 2,605 2,697 2,484
Allowance for doubtful accounts (2,938) (5,634) (2,784)
Total current assets 801,546 76.9% 784,711 77.2% 795,807 77.0%
Il Fixed assets
1. Property and equipment: *1
(1) Buildings and structures *2 65,149 62,236 65,499
(2) Land *2 76,695 72,010 70,338
(3) Construction in progress 828 5,207 1,802
(4) Other tangible fixed assets 15,037 12,849 13,880
Total property and equipment 157,710 152,303 151,520
2. Intangible assets:
(1) Goodwill 7,258 9,875 8,567
(2) Software 3,755 4,310 4,200
(3) Other intangible assets 815 857 726
Total intangible assets 11,830 15,043 13,493
3. Investments and other non-current
assets:
(1) Investment securities *2 54,079 48,207 56,950
(2) Long-term loans receivable 603 734 674
(3) Deferred income taxes 258 851 390
(4) Other assets 18,729 18,857 18,221
Allowance for doubtful accounts (2,951) (4,095) (4,128)
Total investments and other non-current
assets 70,719 64,555 72,108
Total fixed assets 240,260 23.1 231,901 22.8 237,123 23.0
Total assets 1,041,807 | 100.0%| 1,016,613 | 100.0%| 1,032,931 | 100.0%
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(Millions of yen, rounded down to the nearest million; %)

As of As of As of
September 30, 2007 | September 30, 2006 March 31, 2007
LIABILITIES
I Current liabilities:
1. Notes and accounts payable -
trade *2 4 645,829 630,600 646,329
2. Short-term bank loans 31,296 27,433 31,294
3. Bonds due within one year 1,247 0 0
4. Long-term debt due within one year 5,051 5,426 4,956
5. Income taxes payable 6,398 8,291 3,643
6. Deferred tax liabilities 0 0 6
7. Provision for employeesb bonuses 8,275 8,145 7,882
8. Allowance for losses on sales returns 787 971 909
9. Other current liabilities 19,834 29,188 21,039
Total current liabilities 718,719 69.0% 710,057 69.8% 716,061 69.3%
Il Long-term liabilities:
1. Convertible bonds o} 1,512 1,340
2. Long-term debt 6,586 6,831 4,468
3. Deferred income taxes 14,302 10,622 14,030
4. Deferred income taxes T land
revaluation 1,031 1,056 1,049
5. Employeesd severance and retirement
benefits 16,243 17,755 17,267
6. Negative goodwill 10,479 18,005 13,978
7. Other long-term liabilities 4,264 1,778 3,625
Total long-term liabilities 52,906 5.1 57,561 5.7 55,757 5.4
Total liabilities 771,626 74.1 767,618 75.5 771,819 74.7
NET ASSETS
| Shareholders6 equity
1. Common stock 21,789 2.1 21,657 2.1 21,743 2.1
2. Capital surplus 132,925 12.8 131,505 12.9 132,878 12.9
3. Retained earnings 139,761 13.4 120,992 11.9 129,760 12.6
4. Treasury stock, at cost (18,308) (1.8) (18,927) (1.8) (18,297) (1.8)
Total shareholdersd equity 276,168 26.5 255,228 25.1 266,084 25.8
Il Valuation and translation adjustments
1. Unrealized gains on securities, net of
taxes 12,109 1.2 11,695 1.2 13,099 1.3
2. Land revaluation differences, net of
taxes (18,096) (1.8) (17,927) (1.8) (18,071) (1.8)
Total valuation and translation adjustments (5,987) (0.6) (6,232) (0.6) (4,972) (0.5)
Total net assets 270,180 25.9 248,995 24.5 261,111 25.3
Total liabilities and net assets 1,041,807 | 100.0% | 1,016,613 | 100.0% | 1,032,931 | 100.0%
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(2) Interim Consolidated Statements of Income

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

Interim period ended Interim period ended Year ended
September 30, 2007 September 30, 2006 March 31, 2007
I Netsales 1,110,252 100.0% | 1,073,411 100.0% | 2,166,762 100.0%
Il Cost of sales 1,017,521 91.6 978,276 91.1 1,978,611 91.3
Gross profit 92,730 8.4 95,135 8.9 188,151 8.7
Reversal of allowance for losses on sales returns 909 993 993
Provision for losses on sales returns (787) (971) (909)
Net gross profit 92,852 8.4 95,157 8.9 188,235 8.7
Il Selling, general and administrative expenses
1. Wages and salaries 30,072 30,745 69,124
2. Welfare expenses 4,533 4,348 8,567
3. Provision for bonuses 8,142 8,119 7,837
4. Employeesd severance and retirement benefit
expenses 2,740 3,084 5,533
5. Provision for directorsd and corporate auditorsd 5 81 81
retirement benefits
6. Shipping and delivery expenses 6,681 6,531 13,021
7. Rental expenses 2,636 2,599 5,192
8. Depreciation and amortization 4,588 4,342 8,870
9. Provision for doubtful accounts 6 66 o}
10. Amortization of goodwill 1,308 1,308 2,616
11. Other 20,437 19,599 39,613
Total selling, general and administrative expenses 81,148 7.3 80,826 7.6 160,459 7.4
Operating income 11,704 1.1 14,330 1.3 27,776 1.3
IV Non-operating income:
1. Interest income 171 119 248
2. Dividend income 678 597 1,017
3. Research fee income 2,577 2,476 5,076
4. Real estate rental income 812 829 1,640
5. Negative goodwill 3,499 3,096 6,067
6. Other non-operating income 669 1,178 1,482
Total non-operating income 8,408 0.7 8,297 0.8 15,532 0.7
V Non-operating expenses:
1. Interest expenses 257 188 417
2. Real estate rental expenses 534 584 1,153
3. Other non-operating expenses 118 176 163
Total non-operating expenses 910 0.1 949 0.1 1,734 0.1
Ordinary income 19,202 1.7 21,678 2.0 41,574 1.9
VI Extraordinary gains:
1. Gain on sale of fixed assets *1 128 117 365
2. Gain on sale of investment securities 0 43 36
3. Gain on sale of equity in affiliates o] 21 21
4. Gain on disposal of golf memberships 2 8 16
5. Reversal of allowance for doubtful accounts 234 o} 2,574
6. Gain on revision of retirement benefit system 138 o] o]
7. Gain on settlement of pension fund o] 130 130
Total extraordinary gains 504 0.1 322 0.0 3,144 0.2
VIl Extraordinary losses:
1. Loss on sale and disposal of fixed assets  *2 338 323 729
2. Loss on impairment of fixed assets *3 75 2,390 2,767
3. Loss on sale of investment securities 0 o} o}
4. Loss on valuation of investment securities 56 82 121
5. Loss on sale of stock of affiliates 15 249 249
6. Loss on disposal of golf memberships 0 o] 5
7. Loss on valuation of golf memberships 0 9 12
8. Special retirement benefits 55 5,177 5,750
9. Office consolidation expenses 36 204 455
10. Lease cancellation penalty o] 256 287
11. Loss on cancellation of shares due to
absorption of a subsidiary 174 0 o]
Total extraordinary losses 752 0.1 8,693 0.8 10,379 0.5
Income before income taxes and minority
interests 18,954 1.7 13,307 1.2 34,339 1.6
Current income taxes 6,575 8,395 9,727
Deferred income taxes 666 (3,721) 5,506
Total income taxes 7,242 0.6 4,674 0.4 15,233 0.7
Net income 11,711 1.1 8,632 0.8 19,105 0.9
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(3) Interim Consolidated Statements of Changes in Net Assets

Interim Period Ended September 30, 2007

(Millions of yen)

Shareholdersb equity
Common Capital Retained Treasury Total shareholdersd
stock surplus earnings stock equity

Balance at March 31, 2007 21,743 132,878 129,760 (18,297) 266,084
Changes during the interim period

Issuance of new stock 46 46 92

Cash dividends paid (1,735) (1,735)

Net income 11,711 11,711

Acquisition of treasury stock (10) (10)

Disposal of treasury stock 0 0 0

Reversal of land revaluation differences 24 24

Net change of items other than share-

holders equity during the interim period

Net change during the interim period 46 46 10,001 (10) 10,083
Balance at September 30, 2007 21,789 132,925 139,761 (18,308) 276,168

(Millions of yen)

Valuation and translation adjustments

Unrealized gainson | Land revaluation Valuation and Total net assets
securities, net of differences, net of translation
taxes taxes adjustments
Balance at March 31, 2007 13,099 (18,071) (4,972) 261,111
Changes during the interim period
Issuance of new stock 92
Cash dividends paid (1,735)
Net income 11,711
Acquisition of treasury stock (10)
Disposal of treasury stock 0
Reverse of land revaluation surplus 24
Net change of items other than share-
holders equity during the interim period (989) (24) (1,014) (1,014)
Net change during the interim period (989) (24) (1,014) 9,068
Balance at September 30, 2007 12,109 (18,096) (5,987) 270,180
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Interim Period Ended September 30, 2006

(Millions of yen

Shareholdersb equity
c - - Total
ommon Capital Retained Treasury shareholderss
stock surplus earnings stock .
equity
Balance at March 31, 2006 21,479 131,328 115,948 (18,909) 249,846
Changes during the interim period
Issuance of new stock 177 177 354
Cash dividends paid* (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)
Reversal of land revaluation differences (477) (477)
Net change of items other than share-
holders equity during the interim period o]
Net change 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)

Valuation and translation adjustments

Unrealized gains on

Land revaluation

Valuation and

Total net assets

securities, net of taxes differences, net of trgnslation
taxes adjustments
Balance at March 31, 2006 11,317 (18,750) (7,432) 242,413
Changes during the interim period
Issuance of new stock 354
Cash dividends paid* (2,070)
Bonuses to directors and corporate
auditors* (434)
Increase (decrease) from merger /
separation of consolidated subsidiaries (606)
Net income 8,632
Acquisition of treasury stock (17)
Reversal of land revaluation differences (477)
Net change of items other than share-
holders equity during the interim period 377 823 1,200 1,200
Net change during the interim period 377 823 1,200 6,582
Balance at September 30, 2006 11,695 (17,927) (6,232) 248,995

* Item for appropriation of retained earnings at June 2006 ordinary general meeting of shareholders.
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Year Ended March 31, 2007
(Millions of yen)

Shareholdersb equity
c - - Total
ommon Capital Retained Treasury shareholderss
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
Cash dividends paid* (2,070) (2,070)
Cash dividends paid (1,728) (1,728)
Bonuses to directors and corporate
auditors* (434) (434)
Increase (decrease) from 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
Reversal of land revaluation differences (454) (454)
Net change of items other than share-
holdersb equity during the interim period
Net change 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)

Valuation and translation adjustments
nvatzed ganson [ SeTEaelon T VAL ottt
securities, net of taxes ! .
taxes adjustments
Balance at March 31, 2006 11,317 (18,750) (7,432) 242,413
Changes during the year
Issuance of new stock 526
Cash dividends paid * (2,070)
Cash dividends paid (1,728)
Bonuses to directors and corporate
auditors* (434)
Increase (decrease) from merger /
separation of consolidated subsidiaries (606)
Net income 19,105
Acquisition of treasury stock (138)
Disposal of treasury stock 2,037
Reversal of land revaluation differences (454)
Net change of items other than share-
holders equity during the interim period 1,781 678 2,460 2,460
Net change 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) Interim Consolidated Statements of Cash Flows
(Millions of yen, rounded down to the nearest million)

Interim period ended | Interim period ended Year ended
September 30, 2007 September 30, 2006 March 31, 2007
I Cash flows from operating activities
Income before income taxes and minority interests (interim) 18,954 13,307 34,339
Depreciation and amortization 4,923 4,723 9,663
Loss on impairment of fixed assets 75 2,390 2,767
Amortization of goodwill (negative goodwill) (2,191) (1,787) (3,451)
Decrease in employeesd severance and retirement benefits T
net (2,598) (2,374) (3,721)
Decrease in allowance for retirement benefits for directors and
corporate auditors o] (492) (492)
Increase (decrease) in reserve for employeesd bonuses 366 65 (197)
Decrease in allowance for doubtful accounts (1,033) (443) (3,260)
Decrease in allowance for returns (121) (22) (83)
Interest and dividend income (849) (717) (1,265)
Interest expenses 257 188 417
Gain on disposal of fixed assets 209 205 363
Loss on sale and devaluation of securities 56 38 85
Loss related to stock of affiliated companies 15 228 228
Gain (loss) on golf memberships 2) 0 0
Additional retirement benefits for employees 55 5,177 5,750
(Increase) decrease in notes and accounts receivable T trade (13,487) 1,046 2,069
Increase in inventories (981) (8,808) (8,770)
Decrease (increase) in other current assets 196 (2,599) (2,469)
Increase (decrease) in notes and accounts payable (836) (6,375) 8,974
Increase (decrease) in accrued consumption taxes 303 (953) (1,194)
Decrease in other current liabilities (1,081) (89) (1,720)
... Payment of officerso bonuses .l ... O (434) | (434) ..
______ Subtotal 2230 225 | 37,899
Interest and dividends received 847 717 1,265
Interest expenses paid (262) (187) (414)
Additional payment for retirement benefits (566) (189) (5,183)
Income taxes paid (3,688) (7,577) (13,430)
Net cash (used in) provided by operating activities (1,439) (4,962) 19,836
I Cash flows from investing activities
Payments for time deposits (100) (80) (4,940)
Proceeds from time deposits 3,120 205 1,065
Payments for purchase of marketable securities (3,000) o] o]
Payments for purchase of property and equipment (9,458) (6,133) (12,235)
Proceeds from sale of property and equipment 616 755 3,194
Payment for purchase of investment securities (274) (732) (4,150)
Proceeds from sale of investment securities 59 1,179 1,255
Payments for acquisition of investment in subsidiaries 2) (1,569) (3,975)
Proceeds from sale of investment in affiliates o} 119 119
Disbursement of loans (39 (41) (75)
Collection of loans 110 95 247
Proceeds from business transfer o} o} 8
Other, net (614) (119) (650)
Net cash used in investing activities (9,582) (6,319) (20,137)
Il Cash flows from financing activities
Increase (decrease) in short-term bank loans T net (847) (244) 3,615
Proceeds from long-term debt 5,000 5,000 5,000
Repayment of long-term debt (2,871) (3,536) (6,369)
Repayment of convertible bonds (©)] ) )
Purchase of treasury stock (10 an (138)
Proceeds from sale of treasury stock 0 o] o]
Cash dividends paid to shareholders (1,735) (2,070) (3,798)
Net cash used in financing activities (465) (869) (1,690)
IV Net increase in cash and cash equivalents (11,487) (12,151) (1,991)
V Cash and cash equivalents, beginning of period 142,439 142,908 142,908
VI Increase in cash and cash equivalents due to change in scope
of consolidation 366 1,522 1,522
VIl Cash and cash equivalents, end of period 131,318 132,279 142,439
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(5) Preparation of the Interim Consolidated Financial Statements

Interim Period
ended September 30, 2007

Interim Period
ended September 30, 2006

Year ended
March 31, 2007

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.
1IZUTSU KURAYA SANSEIDO
Inc.
EVERLTH Co., Ltd.
ATOL Co., Ltd.
MEDICEO MEDICAL CO., LTD.
PALTAC CORPORATION
KURAYA KASEI, INC.

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

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 interim consolidated
financial 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
a material effect on interim consolidated
net profit and loss or consolidated
returned earnings, etc., and the

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.
1ZUTSU 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 KURAY A SANSEIDO
Inc.

(2) Unconsolidated Subsidiaries
Significant unconsolidated subsidiaries:
EVERLTH AGROTECH Co., Ltd.
ALCOS 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 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 interim consolidated
financial 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
a material effect on interim consolidated
net profit and loss or consolidated
returned earnings, etc., and the

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.
1IZUTSU 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, 1IZUTSU
PHARMACEUTICAL CO., LTD. changed
its name to IZUTSU KURAY A 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.

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
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importance of these companies in 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.

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 interim 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 Derivatives
Valued at cost using the moving-average
method

c. 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.

(Changes in Accounting Policies)

Pursuant to a revision of the Corporation

Tax Law, effective from the interim
period ended September 30, 2007, fixed
assets acquired on or after April 1, 2007
are depreciated in accordance with the
method prescribed in the revised
Corporation Tax Law. This change had
no material effect on income.

(Supplemental Information)

Pursuant to a revision of the Corporation

Tax Law, assets acquired before April 1,
2007 are depreciated using the method

importance of these companies in 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.

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 interim 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 Derivatives
Straight-line method

c. 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 4-17 years
for machinery and equipment and
carriers.

statements, and the importance of these
companies in the aggregate is not
significant.

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 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 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 Derivatives
Valued at cost using the moving-average
method

c. 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.
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in the Corporation Tax Law prior to its
revision. Accordingly, when the residual
value after depreciation reaches 5% of
the acquisition cost, the difference
between the amount equivalent to 5% of
the acquisition cost and the
memorandum value is amortized on a
straight-line basis over five years from
the following fiscal year and included in
depreciation expense. This change had
no material effect on income.

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 Major

Reserves

a. Allowance for doubtful accounts
An allowance for doubtful accounts is
provided in amounts deemed necessary
to cover possible losses. It comprises the
amount calculated in accordance with
the corporate income tax regulations and
the amount estimated to be uncollectible
on an individual basis.

b. Reserve for employeest bonuses

To provide for payment of bonuses to
employees, a reserve is set aside in the
estimated amount required to be paid for
the interim period.

c. Allowance for losses on sales returns
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. Reserve for employeesi severance
and retirement benefits
The Company and its consolidated
subsidiaries mainly provide for
employeest severance and retirement
benefits in 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 actuarial
differences are expensed on a straight-
line basis over three years beginning in
the fiscal year in which they arise.

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 Major

Reserves

a. Allowance for doubtful accounts
An allowance for doubtful accounts is
provided in amounts deemed necessary
to cover possible losses. It comprises the
amount calculated in accordance with
the corporate income tax regulations and
the amount estimated to be uncollectible
on an individual basis.

b. Reserve for employeest bonuses

To provide for payment of bonuses to
employees, a reserve is set aside in the
estimated amount required to be paid for
the interim period.

c. Allowance for losses on sales returns
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. Reserve for employeesi severance
and retirement benefits
The Company and its consolidated
subsidiaries mainly provide for
employeest severance and retirement
benefits in 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 actuarial
differences are expensed on a straight-
line basis over three years beginning in
the fiscal year in which they arise.

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 Major Reserves

a. Allowance for doubtful accounts

An allowance for doubtful accounts is
provided in amounts deemed necessary to
cover possible losses. It comprises the
amount calculated in accordance with the
corporate income tax regulations and the
amount estimated to be uncollectible on
an individual basis.

b. Reserve for employees™ bonuses

To provide for payment of bonuses to
employees, a consolidated reserve is set
aside in the estimated amount required to
be paid for the consolidated accounting
period.

c. Allowance for losses on sales returns
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. Reserve for employeesi severance
and retirement benefits
The Company and its consolidated
subsidiaries mainly provide for
employeesd severance and retirement
benefits in the estimated amount required
to be paid at the consolidated balance
sheet date, less the estimated fair value of
pension assets related to contributory
pension plans.

Past service liability and actuarial
differences are expensed on a straight-
line basis over three years beginning in
the fiscal year in which they arise.
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(Supplemental information)
Two consolidated subsidiaries revised
their severance and retirement benefit
plans on April 1, 2007 and transferred
their qualified pension plans to a
contract-type corporate pension plan and
a defined contribution pension plan, in
accordance with the Financial
Accounting Standards Implementation
Guidance No. 1, AAccounting for
Transfers between Retirement Plans.o
As a result, the Company recorded
an extraordinary gain of ¥138 million.

e. Allowance for directorsé and
corporate auditorsé retirement
benefits

(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 speculative transactions.

d. Method of assessing hedge
effectiveness
For forward exchange contracts, as a rule,

e. Allowance for directorsd and corporate
auditorsd retirement benefits

(Supplemental information)

Certain subsidiaries had provided for
payment of directorsd and corporate
auditorsb retirement benefits based on the
amount required to be paid at the end of
the interim accounting period, according
to the internal rules of each company.
However, the system of directorsd 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.

The ¥555 million amount to be paid is
accounted for in accrued expenses in
fiOther current liabilitiesd (¥542 million)
and long-term accrued expenses in
fiOther long-term liabilitieso (¥12
million).

(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 speculative transactions.

d. Method of assessing hedge
effectiveness
For forward exchange contracts, as a rule,

e. Reserve for directorsf and corporate
auditorsd retirement benefits

(Supplemental information)

Certain subsidiaries had provided for
payment of directorsd and corporate
auditorsb retirement benefits 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 directorsd 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 ¥555
million, and is accounted for as a long-
term prepaid expense in fiOther long-term
liabilities.o

(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 speculative transactions.

d. Method of assessing hedge
effectiveness
For forward exchange contracts, as a rule,
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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
Consumption taxes and local
consumption taxes are excluded from the
amounts in the financial statements.

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

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
Consumption taxes and local
consumption taxes are excluded from the
amounts in the financial statements.

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

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
Consumption taxes and local
consumption taxes are excluded from the
amounts in the financial statements.

5. 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 Presenting Interim Consolidated Financial Statements

Interim Period
ended September 30, 2007

Interim Period
ended September 30, 2006

Year ended
March 31, 2007

Accounting Standards for Presenting Net
Assets in the Balance Sheets

Accounting Standards for Business
Combinations

Accounting Standards for Presenting Net
Assets in the Balance Sheets)

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

The amount corresponding to the
previous fiTotal Shareholdersd Equityo is
¥248,995 million.

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

Accounting Standards for 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 Divestitures
(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 a result, fixed assets and long-
term liabilities each increased by ¥9,409
million compared with their totals if the
previous method had been used.

In the consolidated statements of
operations, the Company previously
presented amortization of consolidation
difference on a net basis, but now presents
amortization of goodwill and amortization
of negative goodwill in their full amounts.

As a result, selling, general and
administrative expenses increased by ¥1,214
million, and operating income decreased by
the same amount, compared to the totals if
the previous method had been used.

The fiSegment Informationo section
describes the impact of this change on each
business segment.

Accounting Standards for Presentation of
Net Assets on the Balance Sheets
Effective from the year ended March 31,

2007, the Company applies the
fiAccounting Standards for Presentation of
Net Assets on the Balance Sheetso
(Accounting Standards Board of Japan,
Statement No. 5 issued on December 9,
2005) and fApplication 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.

Accounting Standards for Business
Combinations

Effective from the year ended March 31,
2007, the Company applies the fiAccounting
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
million 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 been used.

The effects on segment information are
stated in the relevant places.
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Accounting Standard for Directorsé and
Corporate Auditorsi Bonuses

Effective from the year ended March 31,
2007, the Company applies the fiAccounting
Standard for Directorsd and Corporate
Auditorsé 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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