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At a Glance

The AIN PHARMACIEZ Group is the leader in the field of dispensing pharmacies
that boasts top position in the domestic market in terms of net sales. We vigorously
promote the opening of new stores, as well as an M&A strategy, and consistently
develop and establish an efficient operational structure. In the product sales
business, another one of our core businesses, we are expanding the number of
drugstores that sell cosmetics, over-the-counter (OTC) drugs and other items as
part of a unique lineup.

In the year ended April 30, 2010 (fiscal 2010), AIN PHARMACIEZ posted record
highs for both consolidated net sales and net income.

Two Business Domains

I Pharmaceutical Business " @
P See pages 4-5 and 14-15 . & g
afhi\ VL
> —
No.1 Dispensing Pharmacy in Japan

e Specialized in dispensing pharmacies located just outside medical
institutions™; boasts leading position in net sales in Japan

e Superior education level of pharmacists and depth of the stratification
of personnel

e State-of-the-art dispensing structure ensuring safety and reassurance

*Pharmacies located very near to medical institutions that mainly handle prescriptions from these facilities.

Product Sales Business
P See page 16 l l

e Providing general support in daily life with drugs and cosmetics
e Continually evolving store style
e Lineup focusing on style-conscious females
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The operating environment surrounding the Group is constantly changing due
in part to the strengthening of government measures to control rising medical
expenses resulting from a declining birthrate and an aging population. We
have overcome various challenges in this regard by implementing leading-edge
strategies with a view to the future.

In this Annual Report, we present an outlook for the business environment as
well as our medium- to long-term strategies to accelerate growth.

Dispensing Pharmacy Operations
Leads Domestic Market
(As of April 30, 2010)
The AIN PHARMACIEZ Group has built up a
position of superiority in terms of net sales and
profitability mainly through strategic expansion
and enhanced efficiency.

INDUSTRY POSITIONING

—Comparison of net sales and operating margin
among major companies operating dispensing
pharmacies

8.0

Exceptional Pharmacists

Through an excellent education system
and aggressive and regular recruitment of
pharmacists, the AIN PHARMACIEZ Group
has secured a pool of experts boasting a
high level of service quality that gives us a
competitive edge.

Expansive Network of
Dispensing Pharmacies

We are steadily expanding our store network
by opening new stores and through M&A.
K00 AIN PHARMACIEZ
= SOGO
) MEDICAL | DISPENSING
g PHARMACY STORE
o 40 - NETWORK «—— Hokkaido 66
£
© Qol NIHON . .
g RN 397 stores nationwide
o) (Fiscal 2010)
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Tohoku 65
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0 50,000 100,000 150,000
Net sales (¥ million) Other areas 19 «— Kanto/Koshinetsu 193
M AIN PHARMACIEZ INC.
NIHON CHOUZAI Co., Ltd. N Kinki/Tokai 54
SOGO MEDICAL CO., LTD.
M Qol Co,, Ltd. T
Souce: Complied by AIN PHARMACIEZ INC. from those
companies’ financial results for fiscal 2010. //
This annual report contains forecasts and projections concerning the plans, strategies and performance
Forward- of AIN PHARMACIEZ INC. and its consolidated subsidiaries and affiliates. These forecasts and projections
|oo|(ing constitute forward-looking statements that are not historical facts, but are based on assumptions and beliefs
Statements in accordance with data currently available to management. These forward-looking statements are subject to a
number of risks and uncertainties that include, but are not limited to, economic conditions, intense competition

in the healthcare industry, demand, foreign exchange rates, tax systems, and laws and regulations. As such,
AIN PHARMACIEZ INC. wishes to caution readers that actual results may differ materially from those projected.
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Consolidated 11-year Financial Summary

AIN PHARMACIEZ INC. and its consolidate subsidiaries
Fiscal years ended April 30

(¥ million) 2000/4 2001/4 2002/4 2003/4
For the year:
Net sales 18,570 19,5672 24,677 35,374
Selling, general and administrative expenses 2,626 2,539 2,674 3,268
Operating income 249 531 710 1,185
Net income 707 437 465 603
Capital expenditures* 316 1,155 1,022 1,052
Depreciation and amortization*? 208 278 282 366
At the end of the year:
Shareholders’ equity*® 5,243 6,079 6,379 7,003
Net assets 5,243 6,079 6,379 7,003
Total assets 16,156 17,202 18,293 23,955
Number of shares outstanding (shares) 8,030,096 8,887,696 8,886,746 11,024,650
Number of employees (persons) 415 493 564 907
Number of stores : Pharmaceutical business 58 75 92 148
Number of stores : Product sales business 30 36 33 40
Per share information (¥)
Net income 97.80 51.09 52.43 58.37
Net assets 652.96 684.08 717.88 633.22
Cash dividends - 5.0 8.0 10.0
Stock information (based on the closing price as of April 30) (¥)
Stock price 2,090 1,180 1,320 1,080
Ratios (%)
Operating margin 1.3 2.7 2.9 3.4
Return on sales™ 3.8 2.2 1.9 1.7
Return on assets (ROA)*® 4.4 2.6 2.6 2.9
Return on equity (ROE)*® 21.3 7.2 7.3 8.6
Shareholders’ equity ratio 32.5 35.3 34.9 29.2
Notes: 1. Amounts of less than ¥ million were rounded down.
2. The amounts of capital expenditures and depreciation and amortization prior to the fiscal year ended April 30, 2007 are on a non-consolidated basis.
3. Shareholders’ equity = Net assets — Minority interests
4. Return on sales = Net income / Net sales x 100
5. Return on assets = Net income / Total assets (yearly average) x 100
6. Return on equity = Net income / Shareholders’ equity (yearly average) x 100
NET SALES OPERATING INCOME NET INCOME
/OPERATING MARGIN /RETURN ON SALES
(¥ million) (¥ million) (%) (¥ million) (%)
140,000 7,000 6.0 4,000 3.0
120,000 6,000 55
700,000 5000 —s 8,000 —
780,000 4,000
__ o 30 2,000
60,000 3,000
500 —Zom 20 R 0
720,000 1,000 1.0
O 2006/4 2007/4 2008/4 2009/4 2010/4 O 2006/4 2007/4 2008/4 2009/4 2010/4 0 O 2006/4 2007/4 2008/4 2009/4 2010/4 ©
Operating income —@—Operating margin Net income —e-Return on sales
(left scale) (right scale) (left scale) (right scale)
ROA/ROE SHAREHOLDERS’ EQUITY NET INCOME PER SHARE
/SHAREHOLDERS’ EQUITY RATIO
(%) (%) (¥ milion) (%) )
10 20 725,000 50 T 250
8 JE— 720,000 40 200
15
6 715,000 30 150
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‘ h\/// “10,000 20 Y
5 I
2 5,000 10 50
0 2006/4 2007/4 2008/4 2009/4 2010/4 0 0 2006/4 2007/4 2008/4 2009/4 2010/4 0 0 2006/4 2007/4 2008/4 2009/4 2010/4
-o~-ROA (eft scale) ROE (right scale) Shareholders’ equity -8~ Shareholders’ equity ratio
(left scale) (right scale)
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2004/4 2005/4 2006/4 2007/4 2008/4 2009/4 2010/4
45,227 57,091 76,303 81,307 106,231 115,387 125,495
3,886 5,230 7,145 7,970 9,203 9,948 10,744
1,766 2,875 3,083 2,888 4,444 5,296 6,492
855 930 1,215 1,010 1,615 2,127 3,131
1,240 1,536 2,087 1,620 1,914 2,891 2,573
444 458 648 773 968 1,119 1,286
8,019 9,095 10,352 10,710 12,040 16,071 21,445
8,019 9,095 10,352 11,326 12,707 16,109 21,492
25,131 38,887 41,669 49,849 57,546 62,032 65,898
11,024,650 11,210,350 11,304,000 11,320,000 11,361,000 12,831,376 14,101,164
905 1,446 1,684 1,947 2,682 2,741 2,913
148 193 218 247 356 375 397

27 44 43 43 45 46 49
74.72 79.92 104.53 89.34 142.36 170.74 228.08
724.57 807.68 912.43 946.17 1,059.78 1,252.54 1,520.81
12.0 15.0 18.0 18.0 20.0 30.0 40.0
1,390 2,050 2,370 1,600 1,490 1,481 2,920
3.9 5.0 4.0 3.6 4.2 4.6 5.2
1.9 1.6 1.6 1.2 1.5 1.8 2.5
3.5 2.9 3.0 2.2 3.0 3.6 4.9
10.7 10.9 12.5 9.6 14.2 15.1 16.7
31.9 23.4 24.8 21.5 20.9 25.9 32.5

—

«_History of Growth

The AIN PHARMACIEZ Group has grown and expanded while dealing with the adverse effects from the repeated revisions to medical expenses, which began in April 2002.
The opening of new stores and M&A has been actively implemented to continue the scale expansion policy.

2002/4  |2003/4 2004/4  {2005/4  2006/4  |2007/4  |2008/4  |2009/4  |2010/4
Revisions i ¢pigpensing fees -1.3% <Dispensing fees +0 4Dispensing fees -0.6% §<Dispensing fees +0.17% «Dispensing fees +0.52%
to medical Drug prices -6.3% Drug prices -4.2% Drug prices -6.7% Drug prices -5.2% Drug prices -5.75%
expenses 3
‘ . | — MEDICAL | . ‘
Imagawa Yakuhin AIN TOKAI 3 Rejoice HEARTLAND | Asahi Pharmacy
M&A i B B B
AIN MEDICAL
SYSTEMS DAlleKU SUNYVOOD
Rejoice
(¥ million) } IRharmac) (¥ million)
150,000 — — 7,000
— 6,000
120,000 —
— 5,000
90,000 — — 4,000
60,000 — — 3,000
— 2,000
30,000 —
— 1,000
2002/4 2003/4 2004/4 2005/4 2006/4 2007/4 2008/4 2009/4 2010/4

Consolidated net sales (left scale)

—8— Consolidated operating income (right scale)
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Business Environment:
b Outside-the-hospital Dispensing Pharmacy Market in Japan

4 AIN PHARMACIEZ ANNUAL REPORT 2010

Japan’s outside-the-hospital dispensing
pharmacy market has major growth potential
over the medium term due to a low level of
oligopoly among major companies.

Structure of Japan’s Dispensing Pharmacy Industry

In Japan, it was standard for medical institutions to prescribe and dispense drugs to patients (in-
hospital prescriptions). However, following the introduction of a policy separating medical practice from
pharmaceutical dispensing to control medical expenses in 1974, a system was adopted whereby ethical
drugs can be dispensed at dispensing pharmacies (outside-the-hospital prescriptions).

DISPENSING PHARMACY MARKET IN JAPAN

Doctors

|
¢ prescribing Lprescribing

In-hospital prescriptions Outside-the-hospital prescriptions

Small-and-medium-

Pharmacies inside Large dispensing sized dispensing Pharmacies inside

medical institutions pharmacy chains pharmacy chains/ drugstore
small pharmacies
including the
AIN PHARMACIEZ
Group
dispensing dispensing dispensing dispensing

Patients / Customers

The separation of dispensing from medical practice has accelerated since 1990, with the proportion of
outside-the-hospital prescriptions climbing to 59.1%*, or ¥5,173 billion* and steadily growing.
* Data for March 1, 2008 through February 28, 2009 by the Japan Pharmaceutical Association

The outside-the-hospital dispensing pharmacy market is comprised of large dispensing pharmacy chains
that include the AIN PHARMACIEZ Group, small- and medium-sized chains, privately managed dispensing
pharmacies and drugstore chains. The proportion of outside-the-hospital prescriptions is expected to
continue increasing to 80%.

TOTAL DISPENSING FEES AND RATIO OF OUTSIDE-THE-HOSPITAL PRESCRIPTIONS

(¥ bilion) 59.1 (%)
6,000 60
5,173
5,000 50
~Z,000 34.8 — 0
3,000 2203 30
2,000 20
1,000 -0
0 1999 2000 2001 2002 2003 2004 2006 2006 2007 2008 E

Total dispensing fees (left scale) -~ Ratio of outside-the-hospital prescriptions (right scale)

* For respective fiscal years beginning March 1 and ending February 28/29
Source: Japan Pharmaceutical Association



Major Growth Potential in the Outside-the-hospital Dispensing Pharmacy Market

The outside-the-hospital dispensing pharmacy STRUCTURE OF OUTSIDE-THE-HOSPITAL
market, our business domain, has a unique DISPENSING PHARMACY MARKET

composition whereby large dispensing pharmacy 2‘;.04% A\j‘ive major companies”

chains, including the AIN PHARMACIEZ Group, Top 50

make up as little as 6.4% of the total. :ﬂ:ig[;jcompanies
The extremely low level of oligopoly combined

with the need to boost efficiency by becoming a g;hse;j

chain to survive in a fast-changing market provides

considerable scope for large chains to expand. (Fiscal 2010)

Source: The AIN PHARMACIEZ Group estimates based on materials by Japan Pharmaceutical Association and Drug Magazine published on July 2010.
* Top five major companies are AIN PHARMACIEZ INC., NIHON CHOUZAI Co., Ltd., PharmaCluster Co., Ltd., Qol Co., Ltd. and SOGO MEDICAL CO., LTD.

Future Outlook for Dispensing Pharmacy Industry

Since Japan has a declining birthrate and an aging population, it is projected that measures to control
medical expenses will continue to get stronger. In line with this, we expect drug prices and dispensing fees
for ethical drugs to be revised every two years. The usage rate of generic drugs on a volume base is forecast
to increase from 19.1% (as of January 2010) to 30.0% by March 2013, which is the target figure of the
Ministry of Health, Labour and Welfare.

Despite moderate growth in the dispensing pharmacy market, there is significant leeway for expansion
compared with other industries in Japan, and as such, competition is expected to intensify. Based on these
circumstances, the level of oligopoly of large dispensing pharmacy chains with a competitive advantage in
scale and accumulated know-how is projected to increase. The AIN PHARMACIEZ Group is aiming to drive
further growth under medium- to long-term strategies by leveraging current areas of comparative strength.

PROMOTION POLICY OF GENERIC DRUGS BY THE MINISTRY OF HEALTH, LABOUR AND WELFARE

Apr. 2006 Apr. 2008 Apr. 2010 Apr.2012  Mar. 2013
OctA2007
The Ministry of Health, Labour and Welfare announced the “Action
Program for the Promotion of the Use of Generic Drugs” and set a target
of achieving a 30.0% usage rate on a volume base by March 2013.
A Apr. 2006 A Apr. 2008
An area added for doctors | | An area added for doctors
Ch_an_ge of to sign off on prescriptions | to sign off on prescriptions
prescription format that allows changes to that does not allow
generic drugs changes to generic drugs
A Apr. 2008 A Apr. 2010
Revision of dispensing Establishment of new Revision to system of
; system of adding adding dispensing fees for
fees related to generic drugs dispensing fees for handling generic drugs

handling generic drugs (Shift to adding points
(4 points added whenthe ~ according to the usage

use of generic drugs rate on a volume base:
account for 30% or higher = 20% or higher: 6 points .
of the number of total 25% or higher: 13 points 1 point = ¥10
prescriptions) 30% or higher: 17 points)
USAGE RATE OF GENERIC DRUGS (Volume base)
(%) 30.0
EY
18.0 18.7 /
20 14.3 15.4 16.1
10
© 2005/3 2006/3 2007/3 2008/3 2009/3 2010/3 2011/3 2012/3
Source: Ministry of Health, Labour and Welfare (Target)
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To Our Stakeholders

Towards the Next Stage of Growth
through Continued Evolution

AIN PHARMACIEZ posted record highs
for both consolidated net sales and
net income in the year ended April 30,
2010. This result can be attributed to
ongoing store openings, the regular
recruitment of pharmacists and an
exceptional education program.
Low-cost operations, achieved
primarily through joint
purchasing and efficient
business practices, have
also contributed to

favorable performance

results.
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Following our listing on the JASDAQ stock market in 1994, the Company’s stock went
public on the Second Section of the Tokyo Stock Exchange 15 years later in April 2009
and was listed on the First Section in April 2010, proving how fast we have grown. |
would like to express my sincere appreciation to our shareholders, partners, employees
and all other stakeholders for your understanding and cooperation.

The AIN PHARMACIEZ Group has overcome tough changes in the business
environment and continued to grow amid various governmental policies to increase the
soundness of medical systems (See “Business Environment” section on pages 4-5).

In our core business of dispensing pharmacies, initiatives are under way for
developing and expanding our network of dispensing pharmacies located just outside
medical institutions for ultimate user convenience. As a result, we are building a scale of
operations that will enable us enjoy the benefits of economies of scale. In the product
sales business, we have differentiated ourselves from major drugstore chains and are
pursuing greater profitability and efficiency at stores by tackling various challenges.

We have continuously undertaken measures to develop a structure from both
software and hardware perspectives to provide safety and reassurance for customers
and to create a comfortable working environment for our employees. These long-term
strategies have helped to bring about significant achievements at this time.

Our strengths lie in the scale of our operations, our innovative systems and, above
all, our human resources, who possess a strong sense of responsibility and have
exceptional capabilities. Going forward, we will continue evolving and expanding in the
two businesses of dispensing pharmacies and drugstores with the aim of providing more
advanced healthcare services.

Although the business environment is expected to keep changing, | believe we can
realize a new stage of growth through continued efforts across the board based on the

watchwords “Become a standard for the industry.”

July 30, 2010
&(/Cv ééa-.
-
[ ]
Kiichi Ohtani

President and Representative Director
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Interview with the President

There is no shortcut to growth in this business,
where responsibility to society is so great.

We have a sense of mission and fulfill

| our responsibilities to patients and society.

Kiichi Ohtani

President and Representative Director

Q.
A.

recovery amid a resurgence in economies overseas and an improvement in

Please give us an overview of business performance for the period. TOTAL NUMBER OF STORES

T 50 446
The Japanese economy during the fiscal year showed signs of steady 401 42
400

corporate earnings. Even so, there is still a risk that economies overseas o ss6 7 [ |
will decline, while the employment situation remains severe. - 20 sy 27
100
Under these circumstances, the AIN PHARMACIEZ Group executed initiatives to further 5 20‘:)2/4 2(;37/4 25;/4 2{;102/4 2;%/4
expand business, such as actively opening new dispensing pharmacies and urban Pharmacauioal Product sales
drugstores, restructuring the Group organization for a more agile structure and increasing
capital by ¥2.4 billion through a public offering to enhance our financial position.
In terms of results, net sales were up 8.8% compared with the previous fiscal year to NET SALES
¥125,495 million due to the opening of new dispensing pharmacies and urban drugstores R 198405
together with an increase in sales at existing dispensing pharmacies. As for profits, 20000 106‘231”5387
operating income was up 22.6% year-on-year to ¥6,492 million, and net income surged T 76,306 81.307
47.2% to ¥3,131 million. We achieved record highs in terms of both sales and net income. ﬂ
60,000
740,000
=| What are the main reasons for such dynamic growth in the dispensing O o008/4 200774 2008/4 20094 201074
pharmacy business amid numerous industry controls?
A- Besides having a deep understanding of the characteristics of the
dispensing pharmacy market, including being a pharmacist myself, a key NET INCOME
reason is our policy of expanding business taking a straightforward stance. Sl
3,131
There is no shortcut to growth in this business, where responsibility to society is so great. 900 0107
We have a sense of mission and fulfill our responsibilities to patients and society. By —2000 1,615
establishing a structure and increasing efficiency in our fundamental business processes, 1215 010

we minimize the burden on our pharmacists and provide a higher quality of advice and o

services to patients and customers alike. Economies of scale provide us with low-cost O 2006/4 2007/4 2008/4 2009/4 2010/4
operations, and we place importance on reinvesting profits to foster human resources
and for further investment in facilities and equipment.

8 AINPHARMACIEZ ANNUAL REPORT 2010



Q.

A n| We have a straightforward policy of focusing on dispensing pharmacies
located just outside medical institutions as well as regular recruitment of
pharmacists. These provide us with a source of differentiation that others
cannot emulate.

Please explain exactly what you mean by taking a straightforward stance.

Dispensing pharmacies located just outside medical institutions are the most convenient
for customers. Also, opening stores near large hospitals will ensure more prescriptions,
while there are a limited number of medical institutions to target, making our job simple
and efficient. Another merit is that we handle numerous drugs for patients in critical
condition, and accordingly, this results in raising the skills of our pharmacists.

Another key approach is the regular recruitment of pharmacists. We have always
invested management resources in order to firmly establish education systems to nurture
new hires. While taking a proactive stance towards M&A, the purpose of promoting
the rapid nationwide expansion of our store network also has been to regularly recruit
graduating pharmacists from universities across Japan.

Our education system is at an industry-leading level. We also work to create a
store environment in which pharmacists can work with reassurance such as building
systems to prevent drug dispensing errors. These facilitate the recruitment of exceptional
personnel and support aggressive store expansion. We will continue with our approaches
to be straightforward in our actions.

Q.

A u| We aim to be a good company for employees and society, and we have
established our current position through ongoing efforts company-wide.

What has been the key to corporate growth?

The AIN PHARMACIEZ Group has always worked to provide a better workplace for
our personnel because we believe a motivated workforce ensures better service for
customers. This in turn increases corporate value and enables us to give back to
shareholders and other stakeholders.

While procuring funds, we have continued to make investments to open stores,
educate employees and create systems. For that reason, the profit growth rate and
profitability tend to fluctuate each year, but we still aimost always achieve the sales and
profit targets of our business plans.

In general, as the business scale of a company expands, name recognition and
credibility increases, and then earnings stabilize. Since achieving annual net sales
exceeding ¥100 billion in the year ended April 30, 2008, we have maintained stable net
sales and profits. This is proof that business expansion through economies of scale and
capital investment has led to relatively low-cost operations.

To ensure ongoing growth, | have been conscious of keeping the company public,

AIN PHARMACIEZ ANNUAL REPORT 2010 9



which is of value to society. As opposed to a private holding company, corporate GLOBAL COMPARISON OF GENERIC
. . . - i " . . DRUG USAGE RATE

information is more open and employee motivation is increased. Also, it's easier to gain (Volume base)

the understanding of shareholders and investors, thus providing us with the opportunity %)

to procure funds more flexibly for further growth. e

Q.

A u| The AIN PHARMACIEZ Group seeks to expand the handling of generic
drugs as a new revenue source.

80 68.6
60.9 63.7

60

Please explain your stance toward generic drugs. — 0

19.1

20

0 Japan u.s. UK.  Germany

Source: U.S., U.K. and Germany data: IMS

Although total pharmaceutical sales will decline as we handle more generic drugs, Health, MIDAS, Market Segmentation,

dispensing fees will gradually be added in line with the volume-based usage rate of Rx only, based on shipment volume,
MAT, Dec. 2008
generic drugs, which will boost gross profit margins. Japan data: Ministry of Health, Labour

. . d Welfare, Jan. 2010
The usage rate of generic drugs in Japan has been very slow to take off compared and yvetare, Jan

with Europe and the United States on both volume and value bases. On a volume
base, generic drugs account for 19.1% of the market in Japan as opposed to 60-70%
in Europe and the United States, and on a value base, they account for 7.1% in Japan
compared with around 20% in Europe and the United States.

The Ministry of Health, Labour and Welfare is planning to increase the use of generic
drugs and is targeting 30% on a volume base by March 2013.

In 2006, AIN PHARMACIEZ established WHOLESALE STARS Co., Ltd. (WSS), a
wholesale company specializing in generic drugs, in line with an expected increase in
usage of generic drugs and to ensure their stable supply going forward. Distribution
centers were set up in Saitama and Sapporo for that purpose. As a result, a structure has
been established that is able to help lower the purchase price of generic drugs and raise
profitability.

Q- Please tell us about the current status of the product sales business
and your future strategy.

A- While continuing to expand business mainly in urban centers, we are
working to enhance our product range, inventory management and service
content, focusing on over-the-counter (OTC) drugs and cosmetics.

At present, the AIN PHARMACIEZ Group has three different types of stores: Ainz, a
suburban drugstore mainly engaged in the sale of drugs and everyday items; Ainz &
Tulpe, which specializes in drugs and cosmetics; and Tulpe, which focuses on cosmetics.

The drugstore industry, handling mainly OTC drugs, has become saturated in recent
years in Japan. We are thus working to differentiate ourselves from general drugstores
through our urban drugstores, Ainz & Tulpe and Tulpe, by enhancing customer contact.
This includes providing in-depth explanations of drugs by our pharmacists and registered

10 AINPHARMACIEZ ANNUAL REPORT 2010



In Japan, the dispensing pharmacy market
has significant potential for growth compared
with numerous other mature industries.

vendors. We are also pursuing a differentiation strategy with our unique cosmetics range
targeting style-conscious women.

If full-scale expansion of the product sales business can be realized through a focus
on highly profitable cosmetics, it will make a significant contribution to overall corporate
profitability. This business domain still has considerable room for growth and cultivation,
and our policy and measures will remain flexible to maximize this potential.

Q- Please explain the progress of the alliance with Seven & i Holdings
Co., Ltd.

A- We are aiming to create a new business model to provide drugs that
ensure safety and reassurance for customers that utilizes the powerful
network of Seven & i Holdings extending across industries and our high level
of specialization as a leading player in the dispensing pharmacy market.

Seven & i Holdings and AIN PHARMACIEZ concluded a business and capital alliance in
August 2008. In June 2009, AIN PHARMACIEZ jointly established Seven Health Care Co.,
Ltd. with a 30% stake. Through the cooperation of both companies, Seven Health Care
is building one of Japan’s top drugstore businesses via the development of private-brand
drugs and an extensive sales network. We will also collaborate on personnel recruitment
and education for Seven Health Care by using AIN PHARMACIEZ’s pharmacist education
program.

In addition, both companies are discussing a strategy to mutually enhance corporate
value over the medium- to long-term while pursuing unique, new avenues of development
that include dispensing pharmacies.

Q- Finally, please tell us your message for shareholders and investors,
and future management vision.

A- In Japan, the dispensing pharmacy market has significant potential
for growth compared with numerous other mature industries. The AIN
PHARMACIEZ Group has formulated a medium- to long-term strategy that
takes into account governmental controls and other risk factors. | believe
we can drive further growth by making good use of our current competitive
advantages.

The Company views the return of profits to shareholders as extremely important and is
aiming for a dividend payout ratio of over 20%.

Since our line of business involves a high degree of social responsibility, we will further
develop and strengthen our efforts to realize highly transparent information disclosure,
governance, internal controls and compliance as key management challenges.

AIN PHARMACIEZ ANNUAL REPORT 2010 11
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Special Feature

Forward

and Beyond

Ensuring a Greater Competitive Advantage
by Maximizing Pharmacist Capabilities

Creating a motivating work environment for
pharmacists as well as safety and assurance
ultimately contributes to patient health. In the
long run, it also leads to higher profitability.
That’s why efforts to this end are the driving
force behind sustained growth for the AIN
PHARMACIEZ Group.

It is a key challenge for the Group to create a structure enabling
safe, stable, and speedy dispensing operations in order to
ensure sustained growth in the future. We are establishing
an operational structure to increase accuracy and speed
when providing drugs to patients, including automation at our
dispensing pharmacies. Another key challenge is to improve
our education system to help our pharmacists provide quality
advice to customers. As the largest dispensing pharmacy chain
in Japan, the AIN PHARMACIEZ Group is pursuing in earnest
these two fundamental challenges along with promoting more
advanced initiatives ahead of our competitors.

ol 'ii-.
‘ s e
_ -
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AIMING FOR ZERO ERRORS IN
DISPENSING DRUGS

Eliminating drug dispensing errors is always a priority issue for the
AIN PHARMACIEZ Group. It is vital for us to create a structure
that prevents such errors and ensures immediate recovery in
the event of an error. We have led the way ahead of competitors
in the formulation of manuals, an education system, and
automation of drug dispensing operation in order to minimize the
stress as well as careless mistakes of pharmacists to increase
accuracy and speed.

To date, we have made significant progress in terms of
efficiency and providing better advice to patients by those efforts.
We have also started initiatives to bring about total automation
of drug dispensing and are proceeding with systemization in
accordance with the characteristics of each store.

BENEFITS OF AUTOMATED DRUG DISPENSING

1. Minimizes errors in dispensing B Increases safety

2. Boosts service competitiveness 1
Increases speed of dispensing and enhances services
such as drug administration guidance

3. Raises cost competitiveness B Increases personnel efficiency

W Automatic Prescription Registration System Kl
In this system, prescriptions are read by a scanner and registered
on computer, thereby preventing errors from manual input.

B Unique Drug Dispensing Error Prevention System
This system analyzes information recorded on the receipt
computer and sends data to the various stages of the
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drug dispensing process, including preparation of the drug

envelope, tablet picking and the dispensing of a specific EXCEPTIONAL HUMAN RESOURCES,
measure of powdered or liquid drug. A KEY STRENGTH

Pharmacists cross-check the information on the prescription
sent from the computer using Personal Digital Assistants One of our strengths and most important assets is our human
(PDAs) developed by the Company with the information on the resources. As a company concerned with people’s well-being,
barcode. A warning alarm sounds if there is a discrepancy and we believe it is our mission to create a structure that minimizes
handsets are also used for filling prescriptions to prevent errors. errors in drug dispensing and to take responsibility for nurturing

the personnel who work at our pharmacies. Besides providing

B Automatic Drug Picking System JEl training up to the moment our pharmacists first step foot in the
We are working on the total automation of drug dispensing by pharmacies, we have created an ongoing education system
further evolving the drug dispensing error prevention system suited to individual careers. This makes it possible to foster
using barcode recognition. Automating the selection procedure exceptional, highly motivated pharmacists.
