





Distribution Centers and Pharmaceutical Centers

Distribution Centers Large-scale centers located in suburban areas. They realize low-cost operations through an efficient delivery
system, while fulfilling diverse customer requests.

Pharmaceutical Centers  Centers with adjoining branch offices. Located in urban areas, they maintain a broad range of inventories
close to customers, ensuring a steady supply of products and providing a Just-In-Time delivery system.

Alfresa Group will phase in the joint use of this information system at other Group companies. The
goal is to standardize operations and reduce costs.

In terms of the Group Distribution Vision, the Alfresa Group is making progress with establishing
a system that balances the fulfillment of customer needs and low-cost operations. In addition to
the Meguro Pharmaceutical Center, Kanagawa Distribution Center and Tohoku Distribution Center,
we put into operation the Shikoku Distribution Center and a Distribution Center for the Chugoku
area at SEIWA SANGYO CO,, LTD. Going forward, we plan to further develop distribution centers in
Iwate Prefecture and Saitama Prefecture.

In addition, in pursuit of higher operating efficiency, we are further reducing costs and improving
sales productivity as well as strengthening initiatives aimed at achieving an SG&A expenses ratio
of less than 6%.
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Interview With the President

\

Progress With the 07-09 Medium-term Management Plan

How about initiatives in the Manufacturing business?

In the Manufacturing business, we are working in many ways to establish a solid management base.

We have worked to enhance our product lineup by actively forming marketing partnerships with
other companies and taking on product transfers. We are committed to improving medical care
and patient quality of life by marketing pharmaceuticals in strong demand at the frontlines of
medicine, while striving to strengthen priority areas such as allergic diseases.

We are also working to enhance pharmaceutical manufacturing facilities so as to ramp up
contract manufacturing capacity. Our goal is to develop contract manufacturing into one of the
core operations of the Manufacturing business. We will build even more advanced quality assur-
ance systems, including addressing international GMP standards (quality control standards for
pharmaceuticals and other products) while working to reduce manufacturing costs by boosting
capacity utilization.

Efforts are also being continued to expand indications of the narcolepsy treatment Modiodal.
Moreover, as the manufacturing arm of the Alfresa Group, whose core activity is the Wholesaling
business, the Manufacturing business is taking full advantage of the Group’s distribution channels

with the aim of enhancing the added value of this business.

EBITDA in the Manufacturing business
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How much progress are you making toward your financial targets?

Net sales are holding steady, exceeding the target of our medium-term management plan. This was
highlighted by the ethical pharmaceutical wholesaling business capturing the market's top posi-
tion. The SG&A expenses ratio has been lower than targeted through the fiscal year ended March
31, 2009, testifying to the steady progress we are making with cost reductions. Going forward, we
will promote further low-cost operations with a view to achieving an SG&A expenses ratio of less
than 6% for the Wholesaling business.

The net income margin fell short of our target because of a sharp decline in net income for the
fiscal year ended March 31, 2009, due to lower selling prices. For the fiscal year ending March 31,
2010, we will strive to increase net income by ensuring appropriate profits and further reducing
the SG&A expenses ratio.

Our capital and financial strategy targets in the Medium-term Management Plan are ROE of 9%
or more, ROA of 2% or more and an equity ratio of 23% or more. In particular, we achieved our
ROE and ROA targets for the year ended March 31, 2008, but these indicators trended at low levels
in the fiscal year ended March 31, 2009 due to the sharp decline in net income. In the fiscal year
ending March 31, 2010, we anticipate improvement in financial indicators owing to a projected
upturn in net income and other factors. Nonetheless, we are taking a guarded view of our pros-

pects for achieving these targets.

Medium-term Group Targets

Net Sales SG&A Expenses Ratio (Wholesaling Business)
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Interview With the President

Progress With the 07-09 Medium-term Management Plan

How is the "Healthcare Consortium” vision progressing?

We are actively engaged in priority initiatives. These include supporting the functional enhance-
ment of the ethical pharmaceutical wholesaling business, strengthening partnerships in the whole-
saling of medical devices and diagnostic reagents, entering new business categories that address
healthcare-related needs such as prevention and care, and developing pharmaceutical distribution
operations overseas.

In this context, we are working to establish alliances with dispensing pharmacies. For example, in
September 2008, the Alfresa Group and MEDICAL SYSTEM NETWORK Co., Ltd. concluded a busi-
ness partnership agreement in the dispensing pharmacy and ethical pharmaceuticals distribution
fields. MEDICAL SYSTEM NETWORK Co., Ltd. is mainly engaged in the pharmaceutical network
business and the dispensing pharmacy business. In addition, the Company acquired an equity inter-
est in Pharmaholdings Co., Ltd., a subsidiary of MEDICAL SYSTEM NETWORK Co., Ltd. and a hold-

ing company of dispensing pharmacies.

How are you strengthening the Group’s management base?

The Alfresa Group is vigorously carrying out priority initiatives that include promoting CSR man-
agement, implementing internal control measures, and exerting collective strength through Group
management. In order to enhance systems for promoting CSR, we established the CSR Promotion
Committee and are taking various steps at the Group level, which include creating action plans
based on the Alfresa Group's Charter of Conduct. In addition, we are enhancing compliance and
risk management systems and bolstering initiatives in the area of internal control over financial
reporting. Moreover, we are striving to further define the Group's identity and exert its collective
strength through Group-wide committees that include the Group Strategy Committee, Group
Management Committee and meetings of division managers, as well as through exchanges among

Group personnel and other human resources development programs.

\
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What are your strategies for overcoming the current harsh earnings
environment?

With the business climate in constant flux, we will continue to pursue low-cost operations, while
adequately considering business areas with medium- to long-term growth prospects to aggres-
sively invest in these areas in an effort to establish a framework for future growth.

In the ethical pharmaceuticals wholesaling business, the Group's core business, we will work to
achieve nationwide coverage as quickly as possible. Another priority is to expand and strengthen
the wholesaling business for self-medication products, where market growth is expected following
the enforcement of the amended Pharmaceutical Affairs Law.

In the Manufacturing business, in addition to enhancing our product lineup, we will work to
ramp up production capacity and further solidify our business foundations.

Furthermore, with regard to the backbone information system for which joint use by Group
companies is being promoted, we have begun considerations of upgrading to a next-generation
backbone information system.

Besides business development in Japan, we are considering overseas development eyeing the
fast-growing Asia-Pacific market.

Through these initiatives, we will steadily execute our *07-09 Medium-term Management
Plan—Advancement and Expansion,” as we begin formulating our next medium-term management

plan, which will be aimed at the Alfresa Group's next phase of advancement.

What is your approach to raising shareholder value and returning profits
to shareholders?

In order to fulfill our social mission of supporting various aspects of medical care in Japan, includ-

ing distribution, we are currently actively investing in distribution networks and system develop-

ment, among other areas. On the other hand, we consider raising shareholder value and
distributing profits to shareholders to be important management

(B)Wide"d per Share priorities. In light of this, the Company's fundamental policy is to

determine dividends based on consolidated financial results, while

7 o & taking into consideration the stability of its management base and

4 future business expansion. In doing so, the Company targets an
69

s annual DOE (dividend on equity) of 2% or more.
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