


Establishing a Wholesaling Business for Self-medication Products

Transfer Meisho’s OTC drug wholesaling business to CS YAKUHIN

¥215.0 billion \,,,‘z\ )
A Vision
A Current stage
Meisho CS YAKUHIN RYUYAKU  TAMPEI NAKATA
¥5.0 billion ¥75.0 billion ¥4.0 billion ¥130.0 billion Cooperative
wholesalers

Outlook for the Wholesaling Business for Fiscal Year Ending
March 31, 2009
Despite an average reduction of 5.2% in NHI drug prices on April 1, 2008,
the ethical pharmaceuticals market is expected to continue growing at a
gradual pace in the fiscal year ending March 31, 2009. We are projecting
market growth of around 2% based on Japan’s aging population, the impact
of new pharmaceutical launches and other factors.

In light of an urgent proposal raised at the Conference for Improving
Distribution of Pharmaceuticals last year, the Wholesaling business has posi-

n ou

tioned “implementing economically rational price negotiations,” “reforming
package discounts,” and “reforming the practice of deliveries prior to price
agreements” as priorities, and we will work to address each issue. Further-
more, we will enhance value-added services for customers while striving to
raise distribution efficiency and promote low-cost operations. Based on this,
the Wholesaling business is projecting net sales of ¥1,907,000 million, an
8.8% increase year on year, and operating income of ¥28,550 million, a

16.6% increase year on year, for the fiscal year ending March 31, 2009.
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PERSPECTIVES FROM THE PRESIDENT

é M Solidifying the Business Base of the Manufacturing Business

Performance in the Manufacturing Business in the Fiscal Year Ended
March 31, 2008

In the Manufacturing business, overall net sales decreased slightly, mainly due

to lower sales of Capilia Flu A+B for rapidly detecting influenza virus antigens A

and B. This was despite higher sales of Modiodal, a narcolepsy treatment
brought to market in March 2007, in the pharmaceuticals field and Monodiox,
a synthetic absorbable monofilament suture in the medical devices and equip-
ment field. Operating income was down from the previous fiscal year, partly
due to rising R&D expenses related to Modiodal, for which we are working to
expand indications.

Consequently, net sales in the Manufacturing business were ¥24,703
million, down 0.5% year on year, while operating income decreased 14.7%

year on year to ¥630 million.

Outlook for the Manufacturing Business in the Fiscal Year Ending March
31, 2009

In the Manufacturing business, the Group will promote sales of POCT (point-
of-care testing) reagents while actively pressing ahead with sales and busi-

ness alliances with other companies to enhance its product lineup. Following

Performance and Targets in the Manufacturing Business

Net Sales Gross Profit SG&A Expenses Operating Income
(¥ millions) (¥ millions) (¥ millions) (¥ millions)
ugn g 500 9565 9523 9700 o058 9050 2
22,028 8342 7,937 630 650
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(planned) (planned) (planned) (planned)
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the launch of NOBELZIN for the treatment of Wilson’s disease, the Group
began selling a discreet type of P-U CELSITE PORT that is optimized for
systemic chemotherapy for cancer patients in the medical devices and
equipment field. P-U CELSITE PORT is a catheter access port developed,
manufactured and marketed by Toray Industries, Inc. In addition, we will

ramp up contract manufacturing capacity by enhancing pharmaceutical

production facilities. Meanwhile, in May 2008, we applied for appfoval of

P-U CELSITE PORT

additional indications for Modiodal relating to residual excessive daytime
sleepiness associated with obstructive sleep apnea syndrome, and we aim to
obtain approval in the near future.

Based on the foregoing, the Manufacturing business is forecasting net
sales of ¥26,000 million, an increase of 5.3% year on year, and operating

income of ¥650 million, 3.1% higher year on year.

é M Realizing the “Healthcare Consortium” Vision
The Alfresa Group aims to realize its Group Vision for becoming a “Healthcare
Consortium” that provides comprehensive healthcare-related services. Posi-

tioning pharmaceutical wholesaling as our core

“Healthcare Consortium” Vision
( business, we are working to further develop
Alternative ) (Preventive )

medical care

medical care

related businesses such as wholesaling of

examinations

(ecmeu meaica) medical devices and diagnostic reagents.

Eyeing further projected growth in Japan’s

l eorganization of
distribution

Dist| 'butiw!
harmaceuticals,
Supply chain etc. Overseas
management development:

pport for . . . .
medical institutions [ In regard to alliances with dispensing

pharmacies, in March 2008 we made
APOLLO MEDICAL HOLDINGS Co., Ltd.,

healthcare-related markets, we plan to enter

(‘““i‘,ﬁ;"u%f"“) new business categories. This includes the

health food supplement domain and other

home care

Nmingm) areas, and establishment of alliances and

business with dispensing pharmacies.
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PERSPECTIVES FROM THE PRESIDENT

which runs a dispensing pharmacy business, a subsidiary through an
acquisition of shares.

We are also considering developing overseas businesses targeting
Asian markets such as India, South Korea, Taiwan, China and Southeast
Asian countries. As one concrete measure, we have begun sales of

Japanese manufacturers’ pharmaceuticals in China.

é B Enhancement of Group-wide Management Base and Administration System

In keeping with the main theme of the Alfresa Group’s 07-09 Medium-term
Management Plan, “Advancement and Expansion,” our organizations and systems
are now undergoing advancement. First, following the introduction of an execu-
tive officer system, the Alfresa Group is sharing management policies throughout
the Group by holding various meetings. Group Management Promotion Confer-
ences are attended by executive officers and above of Group companies and are
held once a year, while Group Management Committee meetings are attended by
senior management of Group companies and are held seven times* a year.
Second, we have appointed more personnel in charge of internal controls to
ensure that Alfresa Holdings Corporation plays a central role in successively
enhancing internal control systems at all Group companies.

We are also focusing on building systems at Alfresa Holdings Corporation.
Executive Committees are held to reinforce the Group’s collective capabilities. We
are discussing and passing various resolutions at these meetings and are holding

these meetings more frequently with the aim of expediting management.
*For the fiscal year ended March 31, 2008
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