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1. Consolidated Results for Fiscal 2010 (April 1, 2009 - March 31, 2010)

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

Net sales Year-on-year | Operating income  Year-on-year | Ordinary income Year-on-year
(¥ million) change (%) (¥ million) change (%) (¥ million) change (%)
Fiscal 2010 2,546,029 3.3 18,433 37.0 26,802 (7.6)
Fiscal 2009 2,463,569 9.3 13,455 (51.9) 29,005 (32.0)
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 2010 1,958 (84.3) 8.31 — 0.7 2.3 0.7
Fiscal 2009 12,510 (55.0) 52.30 52.22 4.3 2.6 0.5
(Reference) Equity in earnings of affiliates: ¥— million (Fiscal 2009: ¥— million)
(2) Financial Position
Total assets Net assets Net worth ratio (%) Net assets
(¥ million) (¥ million) per share (¥)
Fiscal 2010 1,166,486 330,992 24.9 1,236.15
Fiscal 2009 1,117,287 294,500 26.4 1,229.34

(Reference) Net worth: ¥289,951 million (Fiscal 2009: ¥294,500 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 2010 13,992 (29,845) 10,194 132,454
Fiscal 2009 23,370 (21,834) (10,208) 138,067
2. Dividends
Dividends per share (¥) lT_otaI . Dividends/net
dividends Payout ratio
1st . 3rd paid (consolidated) assets
quarter Interim quarter Year-end | Full year (full year) (%) (consg)%jated)
(¥ million) 0
Fiscal 2009 — 11.00 — 7.00 18.00 4,312 34.4 15
Fiscal 2010 — 9.00 — 9.00 18.00 4,222 216.7 15
Fiscal 2011 (est.) — 9.00 — 9.00 18.00 32.0

3. Projected Results for Fiscal 2011 (April 1, 2010 - March 31, 2011)

(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 1,316,000 | 3.6 16,300 76.2 20,200 49.1 2,600 (16.6) 11.08
Full term 2,651,000 | 4.1 32,400 75.8 40,500 51.1 13,200 574.1 56.28




4. Other
(1) Changes in the state of material subsidiaries during the period (changes in specified subsidiaries due to changes in
the scope of consolidation: No
New: ~
Eliminated: *

(2) Changes in accounting principles, procedures, and methods of presentation, etc., related to the preparation of the
consolidated financial statements (changes in material items that form the basis of preparation of the consolidated
financial statements)

(a) Changes related to revisions of accounting standards: Yes
(b) Changes other than (a) above: No
Note: For details, see “Preparation of the Consolidated Financial Statements” on page 19.

(3) Number of shares issued and outstanding (common stock)
(a) Number of shares at the end of the period (including treasury stock): Fiscal 2010: 244,524,496 shares,
Fiscal 2009: 244,524,496 shares
Fiscal 2010: 9,965,301 shares,
Fiscal 2009: 4,963,671 shares

(b) Treasury stock at the end of the period:

Note: See “Per Share Information” on page 35 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 2010 (April 1, 2009 — March 31, 2010)
(1) Sales and Income (Percentages represent change compared with the previous fiscal year.)

N Year-on-year Operating Year-on-year Ordinary Year-on-year
et sales . -
¢ million) change income change income change
(%) (¥ million) (%) (¥ million) (%)
Fiscal 2010 822,512 (49.1) 3,579 61.6 8,925 (45.2)
Fiscal 2009 1,617,310 3.7 2,215 (18.0) 16,294 20.1
Net ipc_ome Yei[]-;):ézear Earnings per share SE:::I(%?fu?:(;)
(¥ million) (%) ®*) ¥
Fiscal 2010 5,452 (37.3) 23.13 —
Fiscal 2009 8,699 19.8 36.37 36.31
Note: Net sales for fiscal 2010 includes operating revenue.
(2) Financial Position
Total assets Net assets Net worth ratio Net assets
(¥ million) (¥ million) (%) per share (¥)
Fiscal 2010 254,707 214,272 84.1 913,51
Fiscal 2009 921,754 272,146 295 1,136.02

(Reference) Net worth: ¥214,272 million (Fiscal 2009: ¥272,146 million)

Note: Cautionary Remarks Regarding Proper Use of Projected Results and Other Items

The projected results are based on information available at the time of this announcement. Actual results may differ
from the figures in the projection owing to a wide range of factors in the future. See page 5 of the attached materials for
items concerning the projected results.




1. Business Results
(1) Analysis of Business Results
Business Results for the Fiscal Year Ended March 31, 2010

In the fiscal year ended March 31, 2010, while the Japanese economy picked up steadily and capital investment
bottomed out, conditions were challenging, as the autonomy of the recovery was weak and the unemployment rate
remained high.

In these economic conditions, the MEDIPAL Group (the Company and its consolidated subsidiaries) has been
carrying out business innovations aimed at establishing a new, customer-oriented business model that is highly
responsive to changes in the industry environment and customer needs. In addition, the MEDIPAL Group has been
making proactive investments to ensure stable earnings in the future.

These business innovations are proceeding smoothly. On October 1, 2009, based on its judgment that more
speed-oriented decision making is necessary to respond appropriately to the rapid changes in the operating
environment, the MEDIPAL Group clearly divided Group headquarters functions and operating company functions
by shifting to a pure holding company system. Simultaneously, the Company changed its corporate hame to
MEDIPAL HOLDINGS CORPORATION. On the same date, the purchasing, distribution, information system,
customer support and other operating company functions the Company had managed for prescription
pharmaceuticals were transferred to wholly owned subsidiary KURAY A SANSEIDO Inc. (Chuo-ku, Tokyo), which
merged with five wholly owned subsidiaries of the Company in the prescription pharmaceutical wholesale business
and changed its corporate name to MEDICEO CORPORATION.

Also on October 1, 2009, the Company’s wholly owned subsidiary ATOL CO., LTD. (Hakata-ku, Fukuoka)
merged with its own subsidiary, ATOL Naha Yakuhin Co., Ltd. (Yonabaru-cho, Shimajiri-gun, Okinawa). In
addition, the Company’s wholly owned subsidiary MEDICEO MEDICAL CO., LTD. (Bunkyo-ku, Tokyo) changed
its corporate name to MM CORPORATION with the aim of increasing its name recognition and further growing its
business.

Meanwhile, as part of the comprehensive alliance the Company has had with Mitsubishi Corporation in the
medical services business since September 2005, the two companies formed a comprehensive alliance with
Sinopharm Group Co., Ltd. (“Sinopharm Group”), the largest pharmaceutical wholesaler in China. On October 27,
2009, the Company and Mitsubishi purchased stakes in Sinopharm Medicine Holding Beijing Huahong Co., Ltd.
(“Beijing Huahong™), a subsidiary of Sinopharm Group, and launched a joint venture in the fields of pharmaceutical
distribution and wholesaling in China.

Wholly owned subsidiary Paltac Corporation (Chuo-ku, Osaka; name changed from PALTAC KS
CORPORATION to Paltac Corporation on April 1, 2010) judged that in order to succeed in competition in the
cosmetics, daily necessities and over-the-counter (OTC) pharmaceutical wholesale industry, where competition is
forecast to become more severe in the future, faster decision-making and securing independence through its own
fund raising are necessary to aggressively expand its business, and began making preparations for the public listing
of its shares. As a result, its listing on the Tokyo Stock Exchange and the Osaka Securities Exchange was approved,
and it was listed on the First Section of each exchange on March 18, 2010. With the listing, Paltac issued 7 million
new shares, and MEDIPAL Holdings conducted a secondary offering of the 9 million Paltac shares it held.

Consolidated net sales for the period totaled ¥2,546,029 million (a 3.3 percent increase compared with the
previous fiscal year) and operating income was ¥18,433 million (a 37.0 percent increase). Ordinary income was
¥26,802 million (a 7.6 percent decrease), mainly due to the completion of amortization of negative goodwill, which
had been recorded in non-operating income until the previous fiscal year, and net income was ¥1,958 million (a
84.3 percent decrease) due to special retirement benefits and loss on the sale of shares related to the public listing of
Paltac Corporation recorded as extraordinary losses.

A summary of results by principal business segments follows below.

Prescription Pharmaceutical Wholesale Business

In sales of prescription pharmaceuticals, demand for products related to a new influenza virus grew due to the
spread of infections, and all companies in the MEDIPAL Group aggressively implemented measures to strengthen
sales of lifestyle disease medications and new products, while working to maintain rational selling prices and secure
reasonable profits.

In addition, with overall optimization of distribution as the primary theme, MEDICEO CORPORATION, a
wholly owned subsidiary of the Company, established a state-of-the-art Area Logistics Center in Totsuka-ku,
Yokohama (Kanagawa ALC), and the facility began operations in September 2009. Subsequently, the MEDIPAL
Group successively consolidated sales bases in the Kanagawa area, and began supplying products to all of
Kanagawa Prefecture from Kanagawa ALC in December 2009. Furthermore, the Group completed construction of
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the Minami Osaka ALC in Yao, Osaka Prefecture, on March 4, 2010. In the future, the Group will work to further
raise productivity and contribute to regional medical care.

On the other hand, to address the rapid deterioration of the earnings environment, a reduction in compensation
was implemented for officers and managers of the Company and its wholly owned subsidiaries in the Prescription
Pharmaceutical Wholesale Business. In addition, as part of business streamlining measures, voluntary early
retirement was offered to employees of the Company’s subsidiaries in the Prescription Pharmaceutical Wholesale
Business, with a retirement date of September 30, 2009, and 257 employees applied.

As a result, sales of the Prescription Pharmaceutical Wholesale Business were ¥1,826,114 million (a 4.4
percent increase compared with the previous fiscal year) and operating income was ¥9,694 million (a 65.0 percent
increase).

Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business

In sales of cosmetics, daily necessities and OTC pharmaceuticals, the MEDIPAL Group endeavored to increase
supply chain efficiency and productivity by enhancing merchandising functions and in-store solutions to support
customers in effective merchandise selection and sales activities, and by reinforcing its advanced logistics functions
to help lower distribution costs from suppliers to sales outlets. To promote the realization of these efforts more
strongly, the Group constructed two large-scale, high-tech distribution centers (RDC Hokkaido and RDC Tohoku)
for the purpose of providing even higher-quality and lower-cost distribution services in the Hokkaido and Tohoku
areas, thus strengthening and expanding its operating bases in these areas. In addition, the MEDIPAL Group
upgraded its information services for customers, including sending merchandising information through a
specialized Web site.

As a result, sales of the Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business were
¥717,493 million (a 0.9 percent increase compared with the previous fiscal year), and operating income was ¥8,677
million (a 15.4 percent increase).

Related Business

In sales of industrial chemicals, inventory adjustments proceeded in the semiconductor and IT industries and
business with customers in newly industrialized countries expanded, but challenging conditions continued. Sales of
food additives were weak due to the effect of unfavorable summer weather, although demand for domestic food
products remained stable, reflecting food safety issues.

As a result, Related Business sales were ¥3,684 million and operating income was ¥17 million.

On November 30, 2009, the Company transferred all shares of its wholly owned subsidiary KURAY A KASEI,
INC. (Chikuma-shi, Nagano) to MITANI SANGYO CO., LTD. (Kanazawa-shi, Ishikawa), which provides high-
quality, high-value-added services in a wide range of business areas, including chemical products and information
systems, based on its decision that this will contribute significantly to KURAY A KASEI’s future growth.

Consequently, the year-on-year comparison of results in Related Businesses is omitted.

Note: Business segment sales include intersegment sales.



Outlook for the Fiscal Year Ending March 31, 2011

The MEDIPAL Group (the Company and its consolidated subsidiaries) has been carrying out business
innovations aimed at building a new, customer-oriented business model that is highly responsive to changes in the
industry environment and customer needs. The Group has also formulated a concrete vision that it hopes to realize
with these reforms. At the same time, in order to realize this vision, we have drawn up and are aggressively carrying
out a medium-term management plan that includes policies and targets for the three years from April 2008.

However, based on its judgment that more speed-oriented decision-making is necessary to respond
appropriately to the rapid changes in the MEDIPAL Group’s operating environment, on October 1, 2009, the
Company shifted to a pure holding company specializing in Group head office functions, and changed its corporate
name to MEDIPAL HOLDINGS CORPORATION. On the same date, the Company’s operating company
functions were transferred to wholly owned subsidiary KURAY A SANSEIDO Inc., which merged with five wholly
owned subsidiaries of the Company in the prescription pharmaceutical business and changed its corporate hame to
MEDICEO CORPORATION.

In addition, the Company’s wholly owned subsidiary Paltac Corporation was approved for listing on the Tokyo
Stock Exchange and Osaka Securities Exchange. Its shares were listed on the first section of each exchange on
March 18, 2010.

Furthermore, as part of the Group’s business restructuring, on April 1, 2010, the animal health products
wholesale business was consolidated in wholly owned subsidiary MARUZEN YAKUHIN CO., LTD.
(Kitahiroshima-shi, Hokkaido), which changed its corporate name to MP AGRO CO., LTD. This Company will be
included as a consolidated subsidiary starting with the next fiscal year.

Under this new structure, we will build a foundation for sustained growth in the future operating environment
by fully deploying the strengths of Group companies.

In the Prescription Pharmaceutical Wholesale Business, we will respond to a hew system (a premium to
promote new drug development and eliminate off-label use) introduced on a trial basis with the National Health
Insurance (NHI) drug price revisions in April 2010, and will work to secure reasonable profits by negotiating prices
commensurate with the value of each prescription pharmaceutical.

To adapt to changes in the industry environment, the MEDIPAL Group is establishing Area Logistics Centers
(ALCs) as part of its business innovations aimed at maximizing efficiency and customer satisfaction. Following the
start of operations at the Kanagawa ALC in September 2009, MEDICEO CORPORATION plans to start up the
Minami Osaka ALC in 2010. With state-of-the-art distribution functions, the new ALCs will further raise
productivity and contribute to regional health care.

In the Cosmetics, Daily Necessities and OTC Pharmaceutical Wholesale Business, industry realignment
including mergers and acquisitions and equity and business alliances across different business types is forecast to
continue, centering on customers of this business. On the other hand, weak consumer spending will continue to
stoke concerns about deflation, and the operating environment is likely to remain challenging.

To deal with these conditions, we will focus on increasing our in-store share by maintaining an efficient
distribution network that can make a greater contribution to the overall supply chain and strengthening sales to key
customers. In addition, we will endeavor to raise the Group’s corporate value by implementing measures including
improvements to our efficient business management framework.

In the Related Businesses segment, as part of the Group’s business restructuring, the animal health products
wholesale business has been concentrated in MP Agro Co., Ltd. In addition to expanding the sales area, we will
build a flexible business operation structure, fortify sales and improve the internal control system to further enhance
the operating efficiency and customer service of the animal health products wholesale business of the MEDIPAL
Group.

As a result, for the year ending March 31, 2011, we forecast consolidated net sales of ¥2,651.0 billion (a year-
on-year increase of 4.1 percent), consolidated operating income of ¥32.4 billion (a year-on-year increase of 75.8
percent), consolidated ordinary income of ¥40.5 billion (a year-on-year increase of 51.1 percent) and consolidated
net income of ¥13.2 billion (a year-on-year increase of 574.1 percent).



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

As of March 31, 2010, total assets were ¥1,166,486 million, an increase of ¥49,199 million from a year
earlier. The principal factors were a ¥24,652 million increase in marketable securities and investment
securities and a ¥14,416 million increase in notes and accounts receivables, trade.

Liabilities totaled ¥835,493 million, an increase of ¥12,707 million from the end of the previous fiscal
year. The principal factors were a ¥6,796 million increase in debt and a ¥3,838 million increase in income
taxes payable.

Net assets were ¥330,992 million, an increase of ¥36,491 million from the end of the previous fiscal
year. The principal factors were a ¥41,041 million increase in minority interests and a ¥5,718 million
decrease due to purchase of treasury stock.

B. Cash Flows

In the year ended March 31, 2010, on a consolidated basis, cash and cash equivalents (hereafter, “net
cash”) at the end of the year decreased ¥5,612 million (4.1 percent) from the end of the previous fiscal year,
to ¥132,454 million.

T Cash Flows from Operating Activities

The increase in net cash from operating activities was ¥13,992 million (a decrease of ¥9,378 million
compared with the previous fiscal year). Main factors increasing cash were income before income taxes
and minority interests of ¥8,688 million, depreciation and amortization of ¥11,441 million, loss on sale of
stock of affiliated companies of ¥5,190 million, loss on changes in equity of ¥3,938 million and increase in
notes and accounts payable of ¥4,703 million, while the main factors decreasing cash were a ¥15,995
million increase in notes and accounts receivable—trade and a ¥5,394 million increase in inventories.

T Cash Flows from Investing Activities

The decrease in net cash from investing activities was ¥29,845 million (an increase of ¥8,010 million
compared with the previous fiscal year). The decrease resulted mainly from ¥25,602 million of payments
for purchase of property, plant and equipment, including construction of Kanagawa ALC and RDC Tohoku.

T Cash Flows from Financing Activities

The increase in net cash from financing activities was ¥10,194 million (a decrease of ¥10,208 million in
the previous fiscal year). The increase resulted mainly from ¥14,476 million in proceeds from stock
issuance to minority shareholders and a net increase in borrowings of ¥7,048 million, while the main
factors decreasing cash were purchase of treasury stock totaling ¥5,718 million and cash dividends paid to
shareholders of ¥3,787 million.

Reference: Trends of Cash Flow Indicators

Year ended Year ended Year ended Year ended Year ended
March 31, March 31, March 31, March 31, March 31,
2006 2007 2008 2009 2010
Net worth ratio (%) 24.4 25.3 26.3 26.4 24.9
Net worth ra.tlo on a market a1 50.3 390 295 293
value basis (%)
Cash flow to interest-bearing
debt ratio (%) 93.1 216.7 169.1 186.1 359.9
Interest coverage ratio (times) 207.9 47.9 429 27.4 16.8

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, 2010 and Ending
March 31, 2011

The Company considers returns to shareholders one of its highest management priorities. The Company’s basic
policy for distribution of profits is to provide dividends that are linked to profits from business activities, while
securing the necessary internal reserves to strengthen its financial position and aggressively expand its business.
The Company’s basic target is to raise the dividend level in stages to a consolidated payout ratio of 25 percent in
the year ending March 31, 2011.

The Company will effectively deploy its internal reserves for purposes including promotion of innovations for
deepening and expanding businesses that are responsive to change. The Company will also appropriately make
repurchases of its own stock, taking into account its financial condition, stock price trends and other factors, to
execute a flexible capital policy in response to changes in the corporate environment.

The Company will remain committed to improving its performance and increasing shareholder value.

For the year ended March 31, 2010, emphasizing stable dividends, the Company will pay a year-end dividend
of ¥9.00 per share. Combined with the interim dividend of ¥9.00 per share, which was implemented on December
4, 2009, this will bring total dividends for the period to ¥18.00 per share, the same as for the previous fiscal year.

For the year ending March 31, 2011, the Company plans to pay interim and year-end dividends of ¥9.00 each,
for total dividends of ¥18.00 per share.

(4) Business and Other Risks

The main business and other risks of the MEDIPAL Group (the Company and its consolidated subsidiaries) are as
follows.
Statements regarding the future in the text are the judgments of the MEDIPAL Group as of March 31, 2010.

. About risks related to specific legal regulations, etc.

The MEDIPAL Group handles various types of pharmaceuticals and related products. Therefore, the Group
conducts 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.

. About 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 prescription
pharmaceutical wholesale business.

. About NHI drug price standards
Prescription pharmaceuticals, the products handled by the Prescription Pharmaceutical Wholesale business,
are listed in the National Health Insurance (NHI) drug price standards, which stipulate the range of drugs
that can be used in insured medical treatment and the billing prices of the drugs used. Therefore, the drug
price standards act as a ceiling on selling prices. The prices set by the drug price standards are based on
surveys of prevailing market prices and are generally revised every two years. Changes in these prices may
affect the business results of the prescription pharmaceutical wholesale business.

.. About investment cost and unit selling prices
The MEDIPAL Group is expanding its competitive scale and scope. Increased investment costs associated
with improvement and expansion of the distribution and information systems to handle this expansion or a
larger than expected decrease in unit selling prices may affect business results.

.. About 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.

. About system trouble
The business operations of the MEDIPAL Group are 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 sales and product distribution.

.. About 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 the
MEDIPAL Group conducts with medical institutions.
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.. About merchandise inventory risk
Business results may be affected in the event that merchandise inventory held by the MEDIPAL Group
declines in value or becomes unsaleable due to the bankruptcy or civil rehabilitation, etc. of suppliers.

.. About risks to financial condition and business performance from tie-ups, etc.
The MEDIPAL Group goes through ample and careful deliberation in forming business tie-ups and other
partnerships. However, the Group’s financial condition or business performance could be affected if the tie-
up or other partnership is unable to proceed as originally planned as a result of these measures.

About litigation risk
The MEDIPAL Group may be a party to litigation requesting payment of damages in the course of
conducting business activities.

About accident and disaster risk

The MEDIPAL Group has established crisis management systems and backup systems to prepare for
natural disasters such as earthquakes and typhoons, an outbreak of a new strain of influenza, or other such
events. However, if the Group’s business operations are suspended in the event of a large-scale natural
disaster, the Group’s business performance could be affected due to decreased sales resulting from lost sales
opportunities or an increase in recovery costs or other expenses.

About environmental risk

The MEDIPAL Group conducts environment-conscious business operations while complying with related
laws and regulations, and promotes re-use of resources, reduction of carbon dioxide and other such measures.
However, further changes in the environment in the future or changes in environmental laws and regulations
could affect the Group’s business performance due to increased costs of environmental measures or other
factors.

About risk of information leaks

In storage of information assets held by the MEDIPAL Group, including customer information and
confidential information, the Group works to maintain a management system to prevent information from
leaking to parties outside the Group. However, if such an information leak occurs due to unforeseen
circumstances, it could affect the Group’s business performance due to a decrease in public trust or an
increase in expenses.

Various risks other than these exist, and the risks described here are not all of the risks of the MEDIPAL Group.



2. Corporate Group

The MEDIPAL Group (the Company and its consolidated subsidiaries) consists of 21 consolidated subsidiaries

and 8 affiliates, with MEDIPAL HOLDINGS CORPORATION as the core. The Group companies are primarily
engaged in sales of pharmaceuticals, cosmetics, daily necessities and other goods, and provision of services.

On October 1, 2009, the Company clearly divided Group headquarters functions and operating company

functions by shifting to a pure holding company system, specializing in strategy and planning for the Group as a
whole, and changed its corporate name to MEDIPAL HOLDINGS CORPORATION. On the same date, the
Company transferred its operating company functions (prescription pharmaceutical wholesale business) to its
wholly owned subsidiary KURAYA SANSEIDO Inc., which changed it corporate name to MEDICEO
CORPORATION.

The organization by business of the group companies is shown in the flow chart below.

(As of March 31, 2010)

Prescription Pharmaceutical Wholesale Business

MEDICEO CORPORATION M2
EVERLTH Co., Ltd.
ATOL CO., LTD. Mot >

MM CORPORATION Mo 4

Auedwo) BuipjoH aind

Cosmetics, Daily Necessities and OTC Pharmaceutical
Wholesale Business

Paltac Corporation "¢

Related Business

MARUZEN YAKUHIN CO., LTD. ™9
EVERLTH AGROTECH Co., Ltd. "¢®
TOKIMO CO., LTD.

M.1.C. (Medical Information College), INC. :n/,\
BUTSURYU 24, INC.

Trim Co., Ltd.

KURAYA (USA) CORPORATION

S19W0IsND

O O O O O O O

Consolidated subsidiary
o Unconsolidated subsidiary not accounted for by equity method

Others Unconsolidated subsidiaries not accounted

ason (, AURAWOD,, 8Y}) NOILYHOJHOD SONIATOH 1vdIda3an

for by the equity method 9 companies
Affiliated companies not accounted for by
the equity method 8 companies

|:> Products/services

Notes:

1.

2

(<22 S ) B~ OV ]

On October 1, 2009, Mediceo Paltac Holdings Co., Ltd. changed its corporate name to MEDIPAL HOLDINGS CORPORATION.

. On October 1, 2009, SENSHU YAKUHIN CO., LTD., USHIODA KURAYA SANSEIDO Inc., KURAYA SANSEIDO Inc., YAMAHIRO

KURAYA SANSEIDO Inc., HEISElI YAKUHIN CO., LTD. and IZUTSU KURAY A SANSEIDO Inc. merged, with KURAYA SANSEIDO Inc. as
the surviving company. On the same date, KURAY A SANSEIDO Inc. changed its corporate name to MEDICEO CORPORATION.

. On October 1, 2009, ATOL CO., LTD. merged with its wholly owned subsidiary, ATOL Naha Yakuhin Co., Ltd.

. On October 1, 2009, MEDICEO MEDICAL CO., LTD. changed its corporate name to MM CORPORATION.

.On April 1, 2009, PALTAC KS CORPORATION changed its corporate name to Paltac Corporation.

.On April 1, 2010, EVERLTH AGROTECH Co., Ltd. merged with MARUZEN YAKUHIN CO., LTD., with the latter as the surviving company, and

changed its corporate name to MP Agro Co., Ltd.



Overview of Consolidated Subsidiaries

(As of March 31, 20010)

Percentage of

pharmaceutical wholesale
business

Company name Address ¥Cap|||tlal Principal business voting rights Nature of relationship
(¥ million) (%)
Prescription . . .
MEDICEO . Directors in common with the
CORPORATION Chuo-ku, Tokyo 100 gha_rmaceutlcal wholesale 100.0 Company; loan of facilities
usiness
) Prescription . . .
EVERLTH Co., Ltd. N‘?ka k_u, 1,510 | pharmaceutical wholesale 100.0 Directors in common with the
Hiroshima busi Company
usiness
Prescription Directors in common with the
ATOL CO., LTD. Hakata-ku, Fukuoka 3,965 | pharmaceutical wholesale 100.0 Compan
business pany
Prescription Directors in common with the
MM CORPORATION Bunkyo-ku, Tokyo 100 | pharmaceutical wholesale 100.0 c . f deb
business ompany; guarantee of debt
Cosmetics, daily
Paltac Corporation Chuo-ku, Osaka 12,482 necessities and OTC 570 Directors in common with the

Company
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3. Management Policies

(1) Basic Management Policy
Management Philosophy
“Contributing to people’s health and the advancement of society through creation of value in distribution.”

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

On January 30, 2008, the Mediceo Paltac Group announced the vision it has formulated for the year ending
March 31, 2013, and a medium-term management plan that sets policies and targets for the three years ending
March 31, 2011 toward the realization of that vision.

Vision for the Year Ending March 2013

Net Sales 3 trillion yen
SG&A Ratio 6.2% or lower
Operating Margin 1.8% or higher

Medium-Term Management Plan (April 2008 to March 2011)
1. Basic Policy
“Aim to be a corporate group with growth potential by developing new wholesale functions to
maximize customer satisfaction.”

2. Medium-Term Business Policies of Prescription Pharmaceutical Wholesale Business
1. Offer solutions that increase customer satisfaction.
2. Strengthen logistics to create and broaden our demand chain.
3. Contribute to the market penetration of prescription pharmaceuticals
with a focus on new drugs.
4. Diversify revenue sources using merchandise strategies.

3. Medium-Term Business Policies of Cosmetics, Daily Necessities and OTC Pharmaceutical
Wholesale Business
Intermediate Distribution Innovation
— Enhance Our Top-Level Functions as a National Wholesaler —
Maximize customer satisfaction and minimize distribution costs with the following measures:
1. Improve store solution functions and create new sales functions.
2. Aim for one-stop distribution to help customers reduce costs (contribute to supply chain
management).
3. Expand our multi-channel wholesaling model nationwide.
4. Enhance profitability by reducing costs and increasing productivity.
5. Create a solid business foundation with the aim of sustained growth.

4. Consolidated Performance Targets (Year Ending March 2011)

Net Sales 2,695 billion yen
SG&A Ratio 6.75% or lower
Operating Margin 1.53% or higher

5. Dividend Policy (Year Ending March 2011)
Aim for a payout ratio of 25%.
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6. CSR-oriented Items in the Medium-Term Management Plan
a. Close attention to compliance, pharmaceutical management, disaster prevention, information
management, and environmental preservation
b. Improvement of work attitudes as an honest company with a strong sense of ethics
c. Universal service and response to emergencies in pharmaceutical supply.

(3) Medium-to-Long-Term Management Strategies of the Company

Based on the vision for the year ending March 31, 2013 and the medium-term management plan for the three
years ending March 31, 2011 toward the realization of that vision, the Mediceo Paltac Group will continue to
carry out business innovations aimed at creating a new, customer-driven business model to establish a corporate
group capable of more dynamic growth.
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4. Consolidated Financial Statements
(1) Consolidated Balance Sheets
(Millions of yen, rounded down to the nearest million)

As of As of
March 31, 2009 March 31, 2010
ASSETS
Current assets
Cash and time deposits *3 143,292 137,754
Notes and accounts receivable, trade 556,842 571,259
Marketable securities — 18,711
Product inventory 115,143 120,436
Deferred income taxes 6,960 6,559
Accounts receivable, other 50,013 52,991
Other current assets 3,519 3,737
Allowance for doubtful accounts (1,565) (1,611)
Total current assets 874,206 909,839
Fixed assets
Property, plant and equipment:
Buildings and structures (net) *3 60,818 66,983
Machinery, equipment and vehicles (net) — 11,972
Land *3, *5 83,072 93,053
Construction in progress 11,006 6,818
Other tangible fixed assets (net) 15,938 5,749
Total property, plant and equipment *1 170,836 184,577
Intangible assets:
Goodwill 5,916 1,800
Software 3,932 6,667
Other intangible assets 3,455 1,029
Total intangible assets 13,304 9,496
Investments and other non-current assets:
Investment securities *2, 3 44,177 50,118
Long-term loans receivable 414 86
Deferred income taxes 342 —
Other 16,132 14,164
Allowance for doubtful accounts (2,227) (1,795)
Total investments and other non-current assets 58,939 62,573
Total fixed assets 243,080 256,647
Total assets 1,117,287 1,166,486
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(Millions of yen, rounded down to the nearest million

As of
March 31, 2009

As of
March 31, 2010

LIABILITIES
Current liabilities:
Notes and accounts payable, trade *3
Short-term bank loans
Long-term debt due within one year
Income taxes payable
Provision for employees’ bonuses
Allowance for losses on sales returns
Other current liabilities
Total current liabilities
Long-term liabilities:
Long-term debt
Deferred income taxes
Deferred income taxes — land revaluation *5
Employees’ severance and retirement benefits
Other long-term liabilities
Total long-term liabilities
Total liabilities
NET ASSETS
Shareholders’ equity
Common stock
Capital surplus
Retained earnings
Treasury stock, at cost
Total shareholders’ equity
Valuation and translation adjustments
Unrealized gains on securities, net of taxes
Gain (loss) on deferred hedges
Land revaluation differences, net of taxes *5
Total valuation and translation adjustments
Minority interests
Total net assets
Total liabilities and total net assets

716,767 719,437
28,813 37,837
3,488 1,956
532 4,370
7,517 8,372
726 770
23,537 25,428
781,382 798,172
6,999 6,304
7,600 8,791
1,628 1,668
16,779 14,818
8,396 5,738
41,403 37,321
822,786 835,493
22,398 22,398
134,625 134,625
160,797 158,783
(7,782) (13,500)
310,038 302,306
2,137 5,177
— 0
(17,675) (17,533)
(15,537) (12,355)
— 41,041
294,500 330,992
1,117,287 1,166,486
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(2) Consolidated Statements of Income
(Millions of yen, rounded down to the nearest million)

Year ended Year ended
March 31, 2009 March 31, 2010
Net sales 2,463,569 2,546,029
Cost of sales *1 2,276,571 2,354,894
Gross profit 186,998 191,135
Reversal of allowance for losses on sales returns 964 726
Provision for losses on sales returns 726 770
Net gross profit 187,236 191,091
Selling, general and administrative expenses
Wages and salaries 73,190 72,728
Welfare expenses 9,401 9,404
Provision for bonuses 7,458 8,351
Employees’ severance and retirement benefit expenses 8,206 7,971
Shipping and delivery expenses 14,734 14,645
Rental expenses 5,434 5,228
Depreciation and amortization 10,509 10,711
Provision for doubtful accounts 91 59
Amortization of goodwill 3,196 2,891
Other 41,557 40,664
Total selling, general and administrative expenses 173,780 172,657
Operating income 13,455 18,433
Non-operating income
Interest income 302 189
Dividend income 1,208 1,429
Research fee income 5,719 5,995
Real estate rental income 1,620 925
Amortization of negative goodwill 7,142 —
Other non-operating income 1,836 1,688
Total non-operating income 17,829 10,288
Non-operating expenses
Interest expense 841 842
Real estate rental expenses 1,030 585
Other non-operating expenses 408 432
Total non-operating expenses 2,280 1,859
Ordinary income 29,005 26,802
Extraordinary gains
Gain on sale of fixed assets *2 307 4
Gain on sale of investment securities 237 0
Gain on sale of equity in affiliates 7 —
Gain on disposal of golf memberships 1 3
Reversal of allowance for doubtful accounts 907 40
Gain on cancellation of shares due to absorption of a subsidiary — 322
Total extraordinary gains 1,460 372
Extraordinary losses
Loss on sale and disposal of fixed assets *3 873 732
Loss on impairment of fixed assets *4 3,228 1,142
Loss on sale of investment securities 2 5
Loss on valuation of investment securities 2,465 214
Loss on sale of stock of affiliates — 5,190
Loss on valuation of equity in affiliates 302 4
Loss on changes in equity — 3,938
Loss on disposal of golf memberships 11 0
Loss on valuation of golf memberships 5 0
Special retirement benefits 1,004 6,961
Office relocation expenses 101 39
Loss on cancellation of shares due to absorption of a subsidiary 885 —
Restructuring expenses — 256
Total extraordinary losses 8,882 18,486
Income before income taxes and minority interests 21,583 8,688
Current income taxes 7,902 6,389
Deferred income taxes 1,173 340
Total income taxes 9,075 6,729
Minority interests in net income (loss) of consolidated subsidiaries (2) —
Net income 12,510 1,958
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(3) Consolidated Statements of Changes in Net Assets

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

Shareholders’ equity
Common stock
Balance at March 31, 2009
Changes during the year
Issuance of new stock
Total changes during the year
Balance at March 31, 2010
Capital surplus
Balance at March 31, 2009
Changes during the year
Issuance of new stock
Disposal of treasury stock
Total changes during the year
Balance at March 31, 2010
Retained earnings
Balance at March 31, 2009
Changes during the year
Cash dividends paid
Net income
Reversal of land revaluation differences
Total changes during the year
Balance at March 31, 2010
Treasury stock
Balance at March 31, 2009
Changes during the year
Acquisition of treasury stock
Disposal of treasury stock
Total changes during the year
Balance at March 31, 2010
Total shareholders’ equity
Balance at March 31, 2009
Changes during the year
Issuance of new stock
Cash dividends paid
Net income
Acquisition of treasury stock
Disposal of treasury stock
Reversal of land revaluation differences
Total changes during the year
Balance at March 31, 2010

Year ended Year ended
March 31, 2009 March 31, 2010
21,813 22,398
585 —
585 —
22,398 22,398
134,039 134,625
585 —
— 0)
585 0)
134,625 134,625
153,533 160,797
(5,137) (3,787)
12,510 1,958
(108) (183)
7,264 (2,013)
160,797 158,783
(7,665) (7,782)
(116) (5,718)
— 0
(116) (5,718)
(7,782) (13,500)
301,720 310,038
1,170 —
(5,137) (3,787)
12,510 1,958
(116) (5,718)
— 0
(108) (183)
8,318 (7,731)
310,038 302,306
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(Millions of yen, rounded down to the nearest million)

As of
March 31, 2009

As of
March 31, 2010

Valuation and translation adjustments
Unrealized gains on securities, net of taxes
Balance at March 31, 2009
Changes during the year
Changes in items other than shareholders’ equity (net)
Total changes during the year
Balance at March 31, 2010
Gain (loss) on deferred hedges
Balance at March 31, 2009
Changes during the year
Changes in items other than shareholders’ equity (net)
Total changes during the year
Balance at March 31, 2010
Land revaluation differences, net of taxes
Balance at March 31, 2009
Changes during the year
Changes in items other than shareholders’ equity (net)
Total changes during the year
Balance at March 31, 2010
Total valuation and translation adjustments
Balance at March 31, 2009
Changes during the year
Changes in items other than shareholders’ equity (net)
Total changes during the year
Balance at March 31, 2010
Minority interests
Balance at March 31, 2009
Changes during the year
Changes in items other than shareholders’ equity (net)
Total changes during the year
Balance at March 31, 2010
Total net assets
Balance at March 31, 2009
Changes during the year
Issuance of new stock
Cash dividends paid
Net income
Acquisition of treasury stock
Disposal of treasury stock
Reversal of land revaluation differences
Changes in items other than shareholders’ equity (net)
Total changes during the year
Balance at March 31, 2010

6,772 2,137
(4,634) 3,039
(4,634) 3,039

2,137 5,177

— 0

— 0

— 0
(17,824) (17,675)
148 141
148 141
(17,675) (17,533)
(11,051) (15,537)

(4,485) 3,182

(4,485) 3,182
(15,537) (12,355)
23 —

(23) 41,041

(23) 41,041

— 41,041
290,692 294,500

1,170 —
(5,137) (3,787)
12,510 1,958

(116) (5,718)

— 0
(108) (183)
(4,509) 44,223
3,808 36,491
294,500 330,992
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(4) Consolidated Statements of Cash Flows
(Millions of yen, rounded down to the nearest million)

Year ended Year ended
March 31, 2009 March 31, 2010
Cash flows from operating activities
Income before income taxes and minority interests 21,583 8,688
Depreciation and amortization 11,224 11,441
Loss on impairment of fixed assets 3,228 1,142
Amortization of goodwill 3,196 2,891
Amortization of negative goodwill (7,142) —
Increase (decrease) in employees’ severance and retirement benefits — net 1,764 (849)
Increase (decrease) in accrued employees’ bonuses (1,204) 861
Increase (decrease) in allowance for doubtful accounts (1,159) (285)
Increase (decrease) in allowance for losses on sales returns (238) 44
Interest and dividend income (1,510) (1,618)
Interest expenses 841 842
Loss (gain) on disposal of fixed assets 566 728
Loss (gain) on sale of marketable securities and investment securities (234) 4
Loss (gain) on valuation of marketable securities and investment securities 2,465 214
Loss (gain) on sale of stock of affiliated companies @) 5,190
Loss on valuation of stock of affiliated companies 302 4
Loss (gain) on changes in equity — 3,938
Loss (gain) on sale of golf memberships 9 )
Loss on valuation of golf memberships 5 0
Additional retirement benefits for employees 1,004 6,961
Decrease (increase) in notes and accounts receivable — trade (7,797) (15,995)
Decrease (increase) in inventories (9,965) (5,394)
Decrease (increase) in other current assets 3,787 (1,477)
Increase (decrease) in notes and accounts payable 27,216 4,703
Increase (decrease) in accrued consumption taxes (2,646) 1,200
______ Increase (decrease) in other current liabilities | (6486) | 1145
[ Subfofal T 38,805 | 24379
Interest and dividends received 1,508 1,611
Interest expenses paid (853) (830)
Payment for additional retirement benefits for employees — (7,452)
Income taxes paid (16,089) (3,715)
Net cash provided by operating activities 23,370 13,992
Cash flows from investing activities
Increase in time deposits (8,844) (10,045)
Decrease in time deposits 8,880 10,250
Payments for purchase of marketable securities — (18,711)
Payments for purchase of property, plant and equipment (16,880) (25,602)
Proceeds from sale of property, plant and equipment 1,736 509
Payments for purchase of intangible assets (2,996) (3,324)
Payments for purchase of investment securities (4,816) (2,361)
Proceeds from sale or redemption of investment securities 822 41
Payment for acquisition of investment in subsidiaries (94) (222)
Proceeds from sale of investment in affiliates 40 18,712
Payments for acquisition of investment in subsidiaries due to change in scope of
consolidation (98) —
Proceeds from acquisition of investment in subsidiaries due to change in scope of
consolidation *2 — (201)
Disbursement of loans (20) (66)
Collection of loans 238 452
Payments for business transfer (308) —
Other, net 508 724
Net cash used in investing activities (21,834) (29,845)
Cash flows from financing activities
Increase (decrease) in short-term bank loans — net (3,325) 9,024
Repayment of lease obligation (2,387) (1,824)
Proceeds from long-term debt 5,880 1,500
Repayment of long-term debt (4,872) (3,475)
Proceeds from stock issuance to minority shareholders — 14,476
Repayment of bonds (220) —
Repayment of convertible bonds (29) —
Purchase of treasury stock (116) (5,718)
Proceeds from sale of treasury stock — 0
Cash dividends paid to shareholders (5,137) (3,787)
Net cash provided by (used in) financing activities (10,208) 10,194
Net increase (decrease) in cash and cash equivalents (8,671) (5,657)
Cash and cash equivalents at beginning of year 146,345 138,067
Increase (decrease) in cash and cash equivalents due to merger of consolidated
subsidiaries 393 44
Cash and cash equivalents at end of year *1 138,067 132,454
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(5) Notes Regarding Assumption of Going Concern
None applicable

(6) Preparation of the Consolidated Financial Statements

Year ended March 31, 2009

Year ended March 31, 2010

1. Scope of Consolidation

(1) Number of Consolidated Subsidiaries: 12 companies
SENSHU YAKUHIN CO., LTD.
USHIODA KURAYA SANSEIDO Inc.
KURAYA SANSEIDO Inc.
YAMAHIRO KURAYA SANSEIDO Inc.
HEISEl YAKUHIN CO., LTD.
IZUTSU KURAYA SANSEIDO Inc.
EVERLTH Co., Ltd.
ATOL CO,, LTD.
ATOL Naha Yakuhin Co., Ltd.
MEDICEO MEDICAL CO., LTD.
PALTAC KS CORPORATION
KURAYA KASEI, INC.

KOBASHOU.CO., LTD. and its subsidiaries KS-
HOKKAIDO CO., LTD., KS-TOUHOKU CO., LTD.,
KS-TOUKAI CO., LTD. and SEIEI CO., LTD. merged on
April 1, 2008. On the same date, KOBASHOU.CO., LTD.
merged with PALTAC CORPORATION, the surviving
company, and therefore is excluded from the scope of
consolidation as of the year ended March 31, 2009. Also
on April 1, 2008, PALTAC CORPORATION changed its
name to PALTAC KS CORPORATION.

EIKO CO., LTD. became a wholly owned subsidiary of
PALTAC KS CORPORATION, a wholly owned
subsidiary of Mediceo Paltac, when PALTAC KS
acquired all of its shares on April 1, 2008, and therefore is
included in the scope of consolidation as of the year ended
March 31, 2009. On October 1, 2008, EIKO CO., LTD.
merged with PALTAC KS CORPORATION, the
surviving company, and was therefore excluded from the
scope of consolidation.

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

Reason for exclusion from consolidation:

The unconsolidated subsidiary is small in scale, and its
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: 5 companies
MEDICEO CORPORATION
EVERLTH Co., Ltd.
ATOL CO,, LTD.
MM CORPORATION
Paltac Corporation

PALTAC KS CORPORATION changed its corporate
name to Paltac Corporation on April 1, 2009.

MEDICEO MEDICAL CO., LTD. changed its corporate
name to MM CORPORATION on October 1, 2009.

SENSHU YAKUHIN CO., LTD., USHIODA KURAYA
SANSEIDO Inc., YAMAHIRO KURAYA SANSEIDO
Inc., HEISEI YAKUHIN CO., LTD. and 1ZUTSU
KURAYA SANSEIDO Inc. merged with the Company’s
consolidated subsidiary KURAYA SANSEIDO Inc., the
surviving company, on October 1, 2009. These companies
therefore are excluded from the scope of consolidation as
of the third quarter of the year ended March 31, 2010.
KURAYA SANSEIDO Inc. changed its corporate name to
MEDICEO CORPORATION.

ATOL Naha Yakuhin Co., Ltd. merged with the
Company’s consolidated subsidiary ATOL CO., LTD., the
surviving company, on October 1, 2009, and therefore is
excluded from the scope of consolidation as of the third
quarter of the year ended March 31, 2010.

KURAYA KASEI, INC. is excluded from the scope of
consolidation as of the third quarter of the year ended
March 31, 2010 because the Company transferred all of its
shares of this subsidiary on November 30, 2009. This
company’s profit and loss and cash flows through
December 31, 2009 are consolidated.

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

Reason for exclusion from consolidation:

The unconsolidated subsidiary is small in scale, and its
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.
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2. Application of the Equity Method 2. Application of the Equity Method

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

(2) The equity method is not applied to unconsolidated (2) The equity method is not applied to unconsolidated
subsidiaries (EVERLTH AGROTECH Co., Ltd. and subsidiaries (EVERLTH AGROTECH Co., Ltd. and
others) and affiliates (Nihon Hospital Service Co., Ltd. others) and affiliates (Nihon Hospital Service Co., Ltd.
and others) as the total assets, net sales, net income and and others) as the total assets, net sales, net income and
retained earnings of these companies would not have a retained earnings of these companies would not have a
material effect on the consolidated financial statements, material effect on the consolidated financial statements,
and the importance of these companies in the aggregate is and the importance of these companies in the aggregate is
not significant. not significant.

3. Accounting Periods of Consolidated Subsidiaries 3. Accounting Periods of Consolidated Subsidiaries

The accounting periods of all consolidated subsidiaries end The accounting periods of all consolidated subsidiaries end
on the consolidated account settlement date. on the consolidated account settlement date.

4. Accounting Standards 4. Accounting Standards

(1) Accounting Standards for Valuation of Major Assets (1) Accounting Standards for Valuation of Major Assets

a. Valuation of Securities a. Valuation of Securities

Held-to-maturity bonds: Held-to-maturity bonds:

Amortized cost method (Straight-line method) Amortized cost method (Straight-line method)

Other marketable securities: Other marketable securities:

Securities quoted on stock exchanges: Securities quoted on stock exchanges:

Valued at market based on market prices at the year-end Valued at market based on market prices at the year-end

consolidated account settlement date (valuation consolidated account settlement date (valuation

differences are fully capitalized and selling prices are differences are fully capitalized and selling prices are

computed using the moving-average method) computed using the moving-average method)

Securities without market prices: Securities without market prices:

Valued at cost using the moving-average method Valued at cost using the moving-average method
b. Derivatives b. Derivatives

Valued at market Valued at market
c. Valuation of Inventories c. Valuation of Inventories

Valued at cost mainly using the moving-average method Valued at cost using the moving-average method

(Balance sheet values are calculated by the book value (Balance sheet values are calculated by the book value

devaluation method based on the decline in profitability.) devaluation method based on the decline in profitability.)

(2) Method of Depreciation of Major Depreciable Assets (2) Method of Depreciation of Major Depreciable Assets

a. Property, plant and equipment (excluding leased a. Property, plant and equipment (excluding leased
assets) assets)
The Company and its consolidated subsidiaries primarily The Company and its consolidated subsidiaries primarily
use the declining-balance method. However, for buildings use the declining-balance method. However, for buildings
(excluding attached facilities) acquired on or after April 1, (excluding attached facilities) acquired on or after April 1,
1998, the straight-line method is employed. Estimated 1998, the straight-line method is employed. Estimated
useful lives are primarily 3-50 years for buildings and useful lives are primarily 3-50 years for buildings and
structures and 4-15 years for machinery and equipment and structures and 4-15 years for machinery and equipment
carriers. and carriers.
Additional Information:
Pursuant to a revision of the Corporation Tax Law, the
Company and its consolidated subsidiaries reviewed the
useful lives of machinery and equipment in property
and equipment, and changed the number of years of
useful life as of the fiscal year ended March 31, 2009.
This change has no material effect on profit and loss.
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b. Intangible assets (excluding leased 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. Leased assets
Leased assets related to finance lease transactions without
ownership transfer are depreciated using the straight-line
method with the lease periods as the useful lives and zero
residual value.

d. 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. Provision 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 employees’ severance and retirement
benefits
The Company and its consolidated subsidiaries mainly
provide for employees’ 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.

(4) 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

b. Intangible assets (excluding leased 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. Leased assets
Leased assets related to finance lease transactions without
ownership transfer are depreciated using the straight-line
method with the lease periods as the useful lives and zero
residual value.

d. 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. Provision 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 employees’ severance and retirement
benefits
The Company and its consolidated subsidiaries provide
for employees’ 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.

Change in Accounting Policies:

Starting from the year ended March 31, 2010, the
Company has adopted the Partial Amendments (3) to
Accounting Standard for Retirement Benefits (ASBJ
Statement No. 19, July 31, 2008). This has no effect on the
consolidated financial statements.

(4) 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
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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.

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

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.

(5) 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. Amortization of Goodwill and Negative Goodwill
Goodwill and negative goodwill are amortized regularly
on a straight-line basis over the period in which they have
an effect, within 20 years. However, if the amount is
insignificant, the goodwill is charged to income in the year
in which it arises.

. Amortization of Goodwill and Negative Goodwill

Goodwill and negative goodwill are amortized regularly
on a straight-line basis over the period in which they have
an effect, within 20 years. However, if the amount is
insignificant, the goodwill is charged to income in the year
in which it arises.

7. 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.

. 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.

(7) Significant Changes in Basis of Preparation of Consolidated Financial Statements

Year ended March 31, 2009

Year ended March 31, 2010

Accounting Standard for Lease Transactions
Finance lease transactions without ownership transfer

were formerly accounted for as operating leases. Beginning
in the fiscal year ended March 31, 2009, the Company and
its consolidated subsidiaries have applied ASBJ Statement
No. 13, “Accounting Standard for Lease Transactions,”
which was issued on March 30, 2007 and revised the
former accounting standard for lease transactions issued on
June 17, 1993, and ASBJ Application Guidance No. 16,
“Application Guidance on Accounting Standard for Lease
Transactions,” which was issued on March 30, 2007 and
revised the former guidance issued on January 18, 1994.
Accordingly, all finance lease transactions are accounted
for as ordinary sales transactions.

This change has no material effect on profit and loss.

22




(8) Changes in Disclosure Policy

Year ended March 31, 2009

Year ended March 31, 2010

Consolidated Balance Sheets:

In accordance with the application of the “Cabinet Office
Ordinance Partially Revising Regulation for Terminology,
Forms and Preparation of Financial Statements” (Cabinet
Office Ordinance No. 50, August 7, 2008), the line item
described as “Inventories” in the year ended March 31,
2008 has been changed to “Merchandise and products”
from the year ended March 31, 2009.

Consolidated Statements of Cash Flows:

1. With the adoption of the XBRL format in EDINET, items
are reported separately to facilitate comparability of the
consolidated financial statements.

The line item described as “Amortization of goodwill
(negative goodwill) in the year ended March 31, 2008 is
reported separately as “Amortization of goodwill” and
“Amortization of negative goodwill” from the year ended
March 31, 2009. The amounts of goodwill amortization and
negative goodwill amortization included in the year ended
March 31, 2008 are ¥2,847 million and negative ¥7,000
million, respectively.

The line item described as “Loss (gain) on sale or
valuation of securities” in the year ended March 31, 2008 is
reported separately as “Loss (gain) on sale of marketable
securities and investment securities” and “Loss (gain) on
valuation of marketable securities and investment
securities.” The gain on sale of marketable securities and
investment securities and the loss on valuation of
marketable securities and investment securities included in
the year ended March 31, 2008 were ¥141 million and ¥103
million, respectively.

The line item described as “Loss related to stock of
affiliated companies” in the year ended March 31, 2008 is
reported separately as “Loss (gain) on sale of stock of
affiliated companies” and “Loss on valuation of stock of
affiliated companies” from the year ended March 31, 2009.
The gain on sale of stock of affiliated companies and the
loss on valuation of stock of affiliated companies included
in the year ended March 31, 2008 were ¥5 million and
¥1,282 million, respectively.

The line item described as “Loss (gain) on golf
memberships” in the year ended March 31, 2008 is reported
separately as “Loss (gain) on sale of golf memberships”
and “Loss on valuation of golf memberships” from the year
ended March 31, 2009. The gain on sale of golf
memberships included in the year ended March 31, 2008
was ¥17 million.

2. Payments for purchase of intangible assets were formerly
included in “Other, net” in cash flows from investing
activities. This item is reported separately as “Payments for
purchase of intangible assets” from the year ended March
31, 2009 to increase the clarity of the line items. Payments
for purchase of intangible assets included in the year ended
March 31, 2008 were ¥1,142 million.

Consolidated Balance Sheets:

Machinery, equipment and vehicles (net), which had been
included in “Other tangible fixed assets (net)” in Property,
plant and equipment until the previous fiscal year, is listed
separately in the year ended March 31, 2010 because it
accounts for more than 1 percent of total assets. Machinery,
equipment and vehicles amounted to ¥8,623 million in the
previous fiscal year.
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(9) Notes to Consolidated Financial Statements

Notes to Consolidated Balance Sheets

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

As of March 31, 2009

As of March 31, 2010

1 Accumulated depreciation of property, 1 Accumulated depreciation of property,
plant and equipment plant and equipment
Buildings and structures 66,426 Buildings and structures 70,001
Other 28,364 Machinery, equipment and vehicles 17,607
Other 12,596
Total 94,791 Total 100,205
2. Items pertaining to unconsolidated 2. Items pertaining to unconsolidated
subsidiaries and affiliates subsidiaries and affiliates
Investment securities (stock) 3,005 Investment securities (stock) 3,203
3. Pledged assets 3. Pledged assets
Time deposits 1,120 Time deposits 1,120
Buildings and structures 192 Buildings and structures 181
Land 1,947 Land 1,764
Investment securities 429 Investment securities 493
Total 3,689 Total 3,559
Liabilities corresponding to above Liabilities corresponding to above
pledged assets: pledged assets:
Accounts payable 35,927 Accounts payable 37,859
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. 698 EVERLTH AGROTECH Co., Ltd. 210
Other 86 Other 36
Total 784 Total 246

5. Land Revaluation

The Company and certain of its consolidated subsidiaries
carried out a revaluation of land for business use, under the
“Land Revaluation Law” (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
shareholders’ equity as “Land revaluation differences, net of
taxes.”

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 “Executive Order on the Land
Revaluation Law” (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, 2009 and book value after revaluation: ¥4,830 million

5. Land Revaluation

The Company and certain of its consolidated subsidiaries
carried out a revaluation of land for business use, under the
“Land Revaluation Law” (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
shareholders’ equity as “Land revaluation differences, net of
taxes.”

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 “Executive Order on the Land
Revaluation Law” (Directive No. 119, published on March
31, 1998).

Date of land revaluation: March 31, 2002

6. The Company and its consolidated subsidiaries have
overdraft contracts with 22 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)
Total amount of overdraft limit 159,723
Unexercised balance 28,353
Net balance 131,370

6. The Company and its consolidated subsidiaries have
overdraft contracts with 17 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)
Total amount of overdraft limit 148,997
Unexercised balance 37,837
Net balance 111,160
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Notes to Consolidated Statements of Income

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

Year ended March 31, 2009

Year ended March 31, 2010

1. Amount of loss on evaluation of ending 1. Amount of loss on evaluation of ending
inventory of merchandise that had inventory of merchandise that had
declined in profitability below book declined in profitability below book
value as of March 31, 2009 included value as of March 31, 2010 included
in cost of sales 233 in cost of sales 1,039
2. Components of gain on sale of fixed 2. Components of gain on sale of fixed
assets: assets:
Land 165 Machinery, equipment and vehicles 3
Other 141 Other 1
Total 307 Total 4
3. Components of loss on sale and disposal 3. 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 498 Buildings and structures 167
Other 204 Software 303
Other 207
Total 702 Total 678
(Loss on sale of fixed assets) (Loss on sale of fixed assets)
Land 128 Land 48
Other 42 Other 5
Total 171 Total 54

4. Loss on Impairment of Fixed Assets

During the period ended March 31, 2009, the
Company and its consolidated subsidiaries recorded
impairment losses for the following asset groups.

1) Summary of existing impaired assets

4. Loss on Impairment of Fixed Assets

During the period ended March 31, 2010, the
Company and its consolidated subsidiaries recorded
impairment losses for the following asset groups.

1) Summary of existing impaired assets

Application Type Locations/ A_m_ount
Number (Million yen)
Land and Kinki, 3 171
Idle Assets Buildings, Other 76
Etc. Total 248
Land and Kanto, 17 1,274
Business Buildings, Tokai, 5 620
Assets Lease Assets, | Other 225
Etc. Total 2,121
Leased Buildings, gﬂl; L ggg
Assets Etc. Total 858
Total 3,228

Application Type Locations/ A_m_ount
Number (Million yen)
Kanto, 12 422
Landand G0 259

Idle Assets Buildings,

Etc. Other 170
Total 851
Land and Kanto, 16 120
Business Buildings, Other 170
Assets Leas:eE é.ssets, Total 200
Total 1,142

(2) Method of Grouping Assets

The Group's Prescription Pharmaceutical Wholesale
Business has established region-based operating
classifications, and groups assets by region. Assets of the
Cosmetics, Daily Necessities and OTC Pharmaceutical
Wholesale Business and Related Business are also
grouped by region.

The distribution centers owned by the Company, an
operating holding company, conduct central buying for
the Group from manufacturers and perform the
wholesale distribution functions of sales subsidiaries,
and are therefore treated as assets of the Prescription
Pharmaceutical Wholesale Business.

(2) Method of Grouping Assets
The Group's Prescription Pharmaceutical Wholesale
Business has established region-based operating
classifications, and groups assets by region. Assets of
the Cosmetics, Daily Necessities and OTC
Pharmaceutical Wholesale Business and Related
Business are also grouped by region.
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(3) Amount of Impairment Losses

With respect to business-use assets owned by the Group
that are idle, are not expected to be used in the future and
have recoverable values less than book value, the
Company writes down the book value to the recoverable
value, and accounts for the amount of this write-down as
an impairment loss (¥3,228 million) in extraordinary
losses.

(3) Amount of Impairment Losses
With respect to business-use assets owned by the

Group that are idle, are not expected to be used in the
future and have recoverable values less than book
value, the Company writes down the book value to
the recoverable value, and accounts for the amount of
this write-down as an impairment loss (¥1,142
million) in extraordinary losses.

Item A”_‘OL”“

(Million yen)
Land 340
Buildings and structures 917
Leased assets 1,685
Other 283
Total 3,228

Item A”_‘OL”“

(Million yen)
Land 326
Buildings and structures 526
Leased assets 160
Other 128
Total 1,142

(4) Method of Calculating Recoverable Value

The Company measures the recoverable value of assets
using the net sale value. The net sale value is the amount
calculated based on the appraised value determined by a
real estate appraiser (the planned sale value for real estate
for sale) or the property tax assessed value.

(4) Method of Calculating Recoverable Value

The Company measures the recoverable value of assets
using the net sale value. The net sale value is the
amount calculated based on the appraised value
determined by a real estate appraiser (the planned sale
value for real estate for sale) or the property tax
assessed value.
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