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The illustration on the cover page
is a German iris, also known as a
“rainbow flower” (variety:
Niagara), which is the symbol of
the Nichii Gakkan Group.
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The Group holds the philosophy, “We will
contribute to the enhancement of human
life with sincerity, pride, and passion,” and
has the concept of “user-oriented” as the
business base to realize this philosophy.

With awareness of ourselves as a
leading company providing medical support
and long-term care services, we will further
contribute to local communities in order to
provide services and goods that accurately
meet diversifying needs of users. We will
also aim to become a highly influential
company that responds to the trust and
expectation of our shareholders, and all of
our stakeholders.
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1968

1971

1973
1985

1995
1996

1999

1999
2000

2001

2002
2002

2004

2004

The Company was established.
Started the business of providing medical
practice operation

Started education business for medical
office work

The Company was incorporated

Completed the opening of branch stores
in 47 prefectures

The Company is OTC-registered.

Started health care business centering on
home care (total long-term care business)

The Company is listed in the 2nd section
of TSE

Merged with Healthy Life Service Co., Ltd.

Developed long-term care service facilities
across the country

Certified ISO 9001 in the medical practice
operation and health care business

Merged with Aitac Co., Ltd.

The Company is listed in the 1st section
of TSE.

Started the operation of Yao Medical PFI
Co,, Ltd.

Expansion of home-visit long-term care
facilities (to be increased to 200 facilities)
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I\/Iessa:e from the Chairman
B AvE—D

New management setup will push forward improvement of the control FHEEMITIAFICT, TI—TRED
- BE I [—] |
system for the group companies and further enhance the sales system. SEARIORIEE S ESER0
FRZEDET,

As former president and representative director, | was needs, and to realize continuous company growth. 2005060240 00000 OO000MOOH
appointed chairman, while the presidency was assumed Our efforts toward a continuously growing company e
by Mr. Takashi Mori, former president of UFJ Asset will continue to aggressively restructure the business URDDEODOnonoa0oa00a0000

: . . . 00000000000000000000000
Management Co., Ltd., on June 24, 2005. Under this new foundation of the entire group, and to provide expanded

. . . : . 00000000000000000000000
management setup, we have entered a new phase in our and improved services as a leading medical and welfare T T_—_—__—_—
structural reform, seeking to improve the control system company under the “user-oriented” business concept, 1000000000000
for the group companies and further enhance which will eventually contribute to reinforcement of the Sialalalalalalatalaatslalalalatatatalalals
sales system. social infrastructure of Japan. 000000000000 0000000000n

Nichii Gakkan group has promoted its structural 0000000000000 0000mooooon

reforms as a unit, aiming to be a solid company capable 000000000000 000000000000
of quick and adequate responses to business 000000000o0000o0
environment changes (such as amendments to the Chairman and representative director 000000000 000000000000
publishing system) as well as to diversifying customer Akihiko Terada 00000000000000000000000
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Interview with the President

President and
Representative Director

Takashi Mori

ooooooo
Fo

% Can you express your determination
as the new president?

| was appointed president and representative director in
July 2005, as the successor to Mr. Terada, the founder of
the company.

It is my desire to maximize the corporate value of
Nichii Gakkan in its second growth stage, playing a part
in the new management setup, together with Mr.

Terada, our new chairman.

For the fiscal year ending March 2006, we are
focusing on corporate innovation and establishment of
competitive leadership, in order to promote
fundamental structural reforms. In particular, in order to
reconstruct the management base of the head office, we
have started activities with three themes: revitalization
of the organization by renewing the management
system, supporting branch offices for better business
performance by taking advantage of the headquarter
functions, and promotion of strategic business
development toward market expansion.

To summarize our progress by segment, the medical
support business and health care business have both
completed the first phase “operational improvement project,”
and have now entered the second phase. The education
business is in the improvement project of the first phase,
with goals set for the operational improvement plan. More
concretely, we defined the second phase as the “period of
sales system reform," and started to expand and improve the
sales division and hold marketing strategy meetings on a
regular basis from April 2005. By holding joint marketing
strategy meetings with branch shops, branch offices and the
head office, we intend to share the same goals and work
together to accomplish our business plan.

What is the medical care insurance system?

In Japan's medical system, all Japanese citizens are obliged to enter the national health insurance system in order to get equal medical care. The financial resources of the health insurance
system, consisting of the insurance premiums paid by citizens and the national treasury (taxes), are becoming aggravated by shortages due to increases in medical costs for the elderly caused
by the aging of society. Therefore, a critical issue is to reconstruct the insurance system targeted at the elderly, the discussion of which has begun in earnest. The structural reform plan
expected to be implemented in 2008 contains the foundation of a new insurance system for the elderly, integration and restructuring of public institutions operating the medical insurance
system, and a review of the medical service fees and pharmaceutical prices.
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Interview with the President
B issa-

% What is your view of the market
~ environment for Nichii Gakkan?

In the current environment, fundamental reforms are
now taking place, and are being discussed along with
the rapid aging of society, in order to reconstruct the
social security system for medical and long-term care
services in order to maintain a sustainable system.

Regarding the medical insurance system, the industry
is bringing modern and efficient reforms to health
service management, including an overhaul of the
medical service payment system and introduction of
new technology such as electronic medical charts, in
order to maintain appropriate medical treatment costs
and to streamline the health care system.

The long-term care insurance system is to undergo a
major amendment from April 2006.

The focuses of the amendment include the creation of
“community-based services” with a high regard for life in
the community, improving quality of life, and establishing
a “preventive care system” to prevent the progression of
required long-term care level as much as possible.

Because long-term care costs will be reviewed around
the same time, the long-term care service providers will
be undergoing significant changes in the near future.

In view of these conditions, we would like to expand and
improve our organizational structure and our service
provision system, make efforts for business recovery, and
focus our energy on improvement of service content,
thus taking advantage of this huge opportunity for our
leap into the second growth stage.

Trends in Social Security Benefits / #H &fREEHIE DR EHIEE T

(Trillions of yen /0 ()

2004 2010 2015 2025

Social security system benefits are expected to reach in 2025, amounting to 152
trillion yen, about twice of the expected result of 2004.
SRR OB (IT . 20255232004 FEDOF2MEIIEA T HETFEEN B,

Source: Database of the Ministry of Health, Labor and Welfare / HAR : B4 5 @#

What is the long-term care insurance system?

The Long-term care Insurance System implemented in April 2000 covers people 65 or older requiring long-term care, and those ranging in age from 40 to 64 who need long-term care due to a specified illness. To receive
insurance benefits, recipients must apply to their municipality for certification of long-term care needs. This certification is classified into the requirement for support and the requirement for long-term care of level 1 to 5, each
of which is limited by a ceiling on benefits. The cost of long-term care is 90% covered by the insurance (whose financial resources are public funds and insurance fees), so that the individual expense is 10%. Meanwhile, to
optimize the long-term care insurance system, long-term care benefits are to be reviewed every three years and the insurance system is to be reviewed every five years. In April 2006, the long-term care insurance system is to be
fundamentally reviewed for the first time. New preventive benefits to be introduced at this time, for the purpose of preventing patients from progressing to lower long-term care levels, have gotten a lot of attention recently.
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Interview with the President
D 5> s |

% What is your outlook for the
" next year?

Let me explain my outlook for the next year (FY March
2006) by business segment.

Regarding the medical support business, we see the
hospital PFI business and business alliances with medical
institutions started in the current year as new business
models, and will address development of the service
system to comprehensively support health service
management. We will also strive to build a stable
profit structure, enforcing improvement of contract
details and operational efficiency using the
strengthened on-site management system we have
promoted since last year.

For the health care business, we will promote the

Collaboration between medical
care and long-term care
gooooooo

Medical Support Business

ESE{ESIEEE S

Medical institutions 0 O 0 O ‘

Collaboration between medical support service
and staff development
gooOopoOooboobooooooo

‘ Trainees 0 O O ‘

L4 —FA28

Education Business

midterm “Multi-functional care center plan" program,
and make efforts to expand and improve the service
system. It is our desire to be the community's best
service provider by responding appropriately to the
needs of users and their families, and communicating
effectively with the local community and

local government.

In the education business, we started a “preventive
exercise instructor course” in late May 2004, and expect
its demand to grow as a skill-improvement program for
helpers. The existing courses are now under review with
respect to content and price, in order to improve sales,
and efforts are aimed at early profit increases, mainly
focusing on effective advertisement and review of
class management.

Other business categories are expected to support
the three major business (medical support, health care
and education), aiming to increase business efficiency by
developing services that can maximize synergy effects.

Health Care Business
NVATPEE
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Customers / Municipalities / Member stores
oooooooooooo

Collaboration between long-term care services
and staff development
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Information processing / Storage and delivery of goods / Publication and sale of books /
Production and sale of flowers and ornamental plants, seeds and saplings / Management g ESDDDDS S g SDDDD% EDDSDDDDDDD Sgg E' o
of drugstores and pharmacies / Advertising agency / Manpower supply business / Leasing O0ooomoOoooooooonoo

business / Childcare, etc.
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Interview with the President
B issa-

% Can you explain the
{ correction made to the

settlement of accounts for
the year ended March 2004?

That correction was made in the midterm financial
report for the year ended March 2005 (consolidated),
due to a mistake in the aggregate calculation for land
sales of our subsidiary “Keihin Life Service Co., Ltd.” in
the process of creating the disclosure documents.
We sincerely apologize to the stakeholders and equity
holders who support our activities for any concern
caused by this correction.

The following improvements are being made to the
system of accounting for consolidation.

MOperating performance /¥ &k (Millions of yen / 5573F3)

2004.3 2005.3
Net sales / 75 5 189,987 201,590
Operating income / =275 13,869 5284
Ordinary income / &% % 14,045 5472
Net income / =3ERfHA i 7,762 2,029

MBreakdown of net sales,/ 55 L=k

T Other

HEBE FOMELE
7.7% ‘ 3.7%
Net sales
b=
189,987

(Millions of yen, /&% M)

Health Care Medical Support
Business Business
ANIWATTEE ERRERE
36.7% 51.9%

(1) We will move the consolidated accounting
department into the accounting office, increase the
staff to process the consolidated accounting, and
reinforce the system of the relevant department.

(2) We will enhance the check system in the
consolidated accounting department.

(3) We will improve the internal check function using a
thorough internal audit.

(4) We will strengthen our ties with the auditing firm.
By implementing these measures, we will fortify our

internal control system and fully enforce compliance

with the timely disclosure rule, so as not to make the
same mistake again, and will spare no effort to regain
your trust.

www.nichiigakkan.co.jp
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Interview with the President

% Lastly, do you have a few words
¢ for the stakeholders?

=

In conducting business, it is critically important to
always be conscious of the stakeholders, especially the
equity holders and our company members.

Our Approach towards Return to Shareholders
Month/Year Dividend Stock Split Shares Buy-Back

(As of June 2005)

1997/3 15yen  1:1.1(1996/5)
1998/3 15yen
1999/3 15yen

1:1.15(1999/5)
2000/3 15yen 115(2000/2)

2001/3 15yen
2002/3 15yen
2003/3 17.5yen 1:1.1(2002/5)

2004/3 175yen  1:11(2003/11) Acquired 86.3% of the buy-back

limit of 600,000 shares.

Acquired 71.9% to date within
2005/3 22yen the limit of 700,000 shares.

*The ban on shares buy-back was lifted in Japan in October 2000 with the revision of the Commercial Code.

I would like to respond to the shareholders'
expectations by realizing improved operating results,
with increases in both sales and profits.

In the fiscal year ended March 2005, we increased
dividends from profits by 4.50 yen compared with the
previous year, and distributed 22 yen per share (dividend
payout: 23.2%) as a result of our efforts to return more
profit to the shareholders.

The driving force to elevate corporate value is the
increase in employee motivation. It is therefore
important to build a system that motivates employees.
| believe that respecting our employees, believing in
their abilities, and taking full advantage of their skills
will eventually bring profit to the equity holders
and stakeholders.

| also believe that one of my critical roles is to
continue to provide a working environment where
employees can work happily and vigorously.

President and Representative Director

Takashi Mori

WH OB ETICXT T ZEHEA (2005468 FIETT)
$£H Y #XoE BHe#XOmE
1997/3 15 1:11(1996%E58)
1998/3 15[
1999/3 15[

1:1.15(1999%58)
20008 15F 1= o000%28)
2001/3 150
2002/3 150
2003/3 175  1:1.1(20024E58)
2004/3 175  1:1.1(2003%11H) %@@gﬁg(:ﬁb‘

BISRT0FRRICKTL .,

2005/3 22M T19% %N
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Review of Operations

EBPIRIBLSR

Medical Support Business

In Medical Support Business, we aggressively entered
new businesses and diversified services to tailor
solutions to the various managerial issues faced by
each medical institution. Our forays include Japan's
first hospital PFI business at Yao City Hospital in May
2004 and a comprehensive medical and long-term care
service system that caters to the local community in a
business alliance with Kitakyushu Hospital Group in
November 2004.

In terms of operating expenses, the additional
control costs of the substantially changed work system
have greatly affected income. However, we are
beginning to see such benefits as more extensive cost
control and improvement in service quality.

As a result of these activities, net sales in Medical
Support Business during year ended 31st March, 2005
was ¥104,672 million (up 7.9% year on year) and
operating income was ¥8,876 million (down 16.6% year
on year).

With the declining birthrate and aging population,
the medical industry is going through reconstruction for
a sustainable medical care system, including unifying

the medical insurance system, establishing a new
medical care system for the elderly, and overhauling the
medical service payment system.

To cope with such a changing environment,
medical institutions are continuously inclined to
pursue higher-quality medical services and increased
business efficiency, and to promote outsourcing to
private businesses.

In order to adapt to these drastic changes, we will
strive to develop, expand and improve available services
to meet the needs of medical institutions and
strengthen our support system.

(Millions of yen)
ooo

(
120,000

100,000

Net sales 80,000
b=
201,590 60,000 -
(Millions of yen, /&% M)
40,000 ---
51 ' 9% 20,000 --
104,672

0
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Review of Operations

ERPIRIBES

Health Care Business

In Health Care Business, we have increased long-term
care service facilities to accommodate the rise in
demand for services and improved the service menu as
the number of elderly persons and others who require
long-term care reached some 4 million in Japan and will
continue to increase.

In addition, we launched the multi-functional care
center plan in October 2004, and have begun two new
services -- preventive care service and overnight care
service -- at some locations. As these examples
illustrate, we aggressively increased the number of
facilities this fiscal year. Due to the delay in training the
staff at the new facilities, however, we did not achieve
the anticipated sales effect, and could not accelerate the
increase in the number of users.

In terms of operating expenses, the increase in
miscellaneous expenses accompanying the increase in
the number of facilities temporarily diluted the income
per facility. In addition, we incurred an unexpected
increase in the expenses for hiring and training long-
term care specialists. As a result of these activities, net

sales of this segment was ¥73,973 million (up 6.3% year
on year) and operating income was ¥2,213 million
(down 51.6% year on year).

In Long-term care Business, the long-term care
insurance system (LTCI), which will undergo a set of
revisions over the next five years, is to experience its
first amendment after enforcement in April 2006.

Facing the creation of community-based services,
establishment of a preventive care system, and other
revisions to be made, we see these changes as business
opportunities for launching new services, and will
promote quick and flexible business development.

(Millions of yen)Ol
(ooo)
80,000

Net sales

bl =

201,590

(Millions of yen /&% M)

3 6 o 7 ) 20000 -

73,973 \

2000.3 2001.3 2002.3 2003.3 2004.3 2005.3
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Review of Operations

EBPIRIBLSR

Education Business

In Education Business, we strove
to training human resources :
suited to the needs of the times [l
through such courses as medical
office work course, home helper
training course, and baby sitter 2
training course. We also founded Manabi Net, a Web site
specializing in medical and long-term care education
curriculums, that provides brief descriptions of courses and
accepts enrollment applications on-line, to add another
channel for attracting students. Due to the effect of the
press report that the government is contemplating a review
of the qualifications for long-term care workers (e.g.,
longer training and more difficult curriculums), however,
both sales and number of students fell short of forecasts.

As a result, net sales of this segment amounted to
¥15,446 million (down 11.4% year on year) and operating
income was ¥83 million (down 97.3% year on year). Japan’s
social climate, with a declining birthrate and an aging
population, is creating a greater demand for workers in the
medical and welfare industries, and an increasing need for
qualifications in these areas. In response, we are further
improving our existing courses, including our medical office
worker courses and home helper training courses.

In addition, we started a “preventive exercise
instructor course” across the country, to train specialists
to undertake preventive care services.

Other Businesses

The manpower service company
“Power Bank*” became a consolidated
subsidiary from the middle of the year
ended March 2005.

In Other Businesses, we dedicated our efforts to achieve
profitability and improve operational efficiency by
aggressively engaging in such businesses as welfare
equipment leasing, publishing in medical and welfare
field, manpower service, pharmacy management, storage
and delivery service, and production and sale of flowers,
ornamental plants, seeds, and saplings. The inability of
Power Bank*, a manpower service company that had
increased the number of sales facilities at the beginning
of the fiscal year, to achieve its targets had a large impact
on operating expenses.

As a result, net sales of this
segment was ¥7,498 million
(up 24.9% year on year) and
operating loss was ¥355
million (operating income was
¥307 million last fiscal year). L.

*To be renamed from Nichii Power
Bank as of July 20, 2006.

7.7%‘3-7%

15,446 7,498
Net sales
b=
201,590 10000~ -

(Millions of yen, /&7 M)

(Millions of yen)O

0
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Market Data

I s

The ratio of aged started
rising sharply in Japan
starting in 2000, as
compared with other
advanced countries.

oooooooocooo
ooooooooooo
000000000000

The number of medical
institutions that
outsource medical
support operations other
than medical practice is
increasing since they
face a severe
management
environment.

oooooooood
ooooooooooo

ooooooooodd
ooooocoooooo

[ Demographic statistics / AO#kET

Elderly population (aged 65 or older) of major countries /

FEED6SEULEDAOEE
35.0 ~e-Japan/000
300 Germany/0OCO T
-e-France /00000
250 UK/ooooo - S e
--USA/000oO
200 T L T e
150 T e————” T
100 7
50

0.0 1970 1980 1990 2000 2010 2020 2030 2040 2050
L Forecast /0 0 1

Demographic change in Japan / B&® AO##

(M hoag%nd people/ 0 01)  « Total population / 0 01 01 1 m Population aged 65 or older /6501 01 01 0 01 () DSED

140,007~ ~—Ratio of population aged 65 or older /650 0 0 0 0 01 0 0 3
wor 'l BB B o %
100000 -
80000 2
60,000 | s
40,000 0

20,000 .

0779w 195 2000 2005 2010 205 2000 2025 2030 0

Forecast/ 0 0 (=
Source: “World Statistics” Database of the Statistics Bureau, Ministry of Public Management, Home Affairs, Posts and Telecommunications / HAf : #8B & et BT — 2 N— X [t FRO#HET |

The population of Japan
aged 65 or older will
reach a peak during a
period from 2025 to
2030, in which about one
out of three will be
considered as aged.

2025020300 0000
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1000004000
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[ Medical Support Domain / EERESEF

— The ratio of contracts for medical support services / E#R:EY—E 2 &5EHR

000 vedialoficework/00ooo
~ Hospital information computer system /0 0 0 0 000000000000
40 -~ Medical business consulting/ 0 0 0 000D 000000

1991 1994 1997 2000 2003
Source: Database of the Ministry of Health, Labour and Welfare / HiAf : B4 HEE 7 —2~X—2

Medical billing field Estimated market size / EEEHER HETHRE

(Billions of yen /00 01)

Source: Based on our estimation / H77 : Lt E

The market size has
continued to grow at a
10% annual rate over the
last 10 years. Our share
is currently about 60%.

ooooooozeon
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[Health Care Domain / NIV 758

Number of medical institutions (May 2005) / E##%REz% % (2005538 )
(Case / #4)

General clinics —
pgooooo
97,495

Dental clinics Hospitals
gooooo ooo
66,761 9,040

Public hospitals
poooo
1,798

Private hospitals
poooo
7,242

Source: Health, Labour and Welfare Ministry database / Hiff: BEHBHET —2N—2X
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The number of clinics is
approximately 165
thousand, including
dental clinics. The
number is growing every
year. About 70% of the
hospitals are private.
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[Health Care Domain / NIV 7 55

Changes in amounts of home and facility ca efits / EENE - RN FE Y —EZOHB

Benefits (Tillions of yen /0 0 )

USErs  (thousand people / 0 01)
BITE

fA&Ess0

= Home care service/ 0000000
« Facility care service/ 0 000000

0.52 mil. /0
5200

0.97 mil. /0
970 0

2000 2001 2002 2003 2004

Source: “Presentation Materials and Statistical Information” Database of All Japan Federation of
National Health Insurance Organizations / i : El RIERRBRFRE T —2N—X [ RFEF - HEHER]

2000.4

Source: Health, Labour and Welfare Ministry database / HiAft

Benefits for home-visit long-term care service
BHRET Y —E TR

Benefits for day-care service
BT E Y —E XGRS

Benefits for welfare equipment rental service

People certified as requiring long-term care and beneficiaries of long-term People utilizing home and facility care (April 2005) / L
g;’%gfomggdmagerf:qﬁ P v services / i ay_casuw s NEH—E ABREOBE (2005%45) Numbers of beneficiaries

(Thousand people / 071 ) ! of long-term care
long-term care and people - oo s e/ 00005 e BRBDE services certified as
who are beneficiaries of qopo - onefRres/EODONON0 . e 12% 1% requiring care level 1
long-term care services Gors eve 4 account for 30% and is
increased about two million 3000 13% —— Care level 1 higher than other levels
during the 5 years from 00010 of beneficiaries.
2000 to 2005. 2000 - PRPRR =

gobiwooooooo
20000 0020050 0O 12000 L gagelme\;emm Care level 2 gooooooooo
EIZIDDDIZIDDDDD % ISIZI . 1456 ooz 0000000300
2000.4 2005.4 oooo

gzo00 00000000 Source: “Presentation Materials and Statistical Information” Database of All Japan Federation of Source: Database of the Ministry of Health, Labour and Welfare / tiffi : B4 % B 7 —S~N—2

National Health Insurance Organizations / H7 : EIR fERERER PR T — 4 N—X [ RFREH - HiEHER]

(Up-100% /100%0)- - g e B
w ) increasing higher than
0.74mil./ 7900 that of facility care
(up aze ] 4svenl) benefits.

(up 130%/ 130%01)

The amount of home

2.98 mil. / 2980 0 care benefits is

ooooooooooon
ooooocooood
ooooooooo

2.23mil. /2560 O Ooooooooooo

2005.4

BEHBET —#N—X

Benefits for home care support service
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(Billions of yen /0 0 01)
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BENEXEY —E R BRES

(Billions of yen/ 0101 01)
250 Up 10% /10%01 0

Up 33% /33%0 0
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Source: “Presentation Materials and Statistical Information” Database of All Japan Federation of National Health Insurance Organizations / Hiff : El RIBBERIR P RE T —2N—X [ RREH - HEHER]
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Consolidated Financial Statements

ERM R

Consolidated Balance Sheets

(Millions of yen)

ooooooo

ooooo

2004.3 2005.3

Assets oooo
Current assets oooo
Cash and deposits oooooo 6,107 4,058
Notes and accounts receivable 0oooooooo 24,038 24,801
Inventories ooooo 4,480 4,698
Deferred tax assets (current) ooooog 1831 1,847
Short-term loans receivable ooooo 364 38
Other current assets ooo 2,371 3,133
Allowance for doubtful accounts 0oooon (31) (74)
Total current assets gooooo 2,371 3,133
Fixed assets ooog
Tangible fixed assets oooooo
Buildings and structures 0oooooon 15,704 18,853
Machinery and vehicles 0oooooooo 60 39
Tools, furniture and fixtures oooo 421 482
Land oo 8,707 8,002
Construction in progress ooooo 2,224 1,235
Total tangible fixed assets oooooooo 27,117 28,614
Intangible fixed assets oooooo
Consolidated adjustment account oooooo 3,317 3,112
Software oooooo 120 642
Other intangible fixed assets ooo 160 156
Total intangible fixed assets oooooooo 3,597 3910
Investments and other assets 0ooooooo
Investments securities gooooo 2,889 1,831
Long-term loans receivable 00000 4,239 5,089
Long-term prepaid expenses oooooo 92 104
Guarantee money deposited ooooon 4,483 5,022
Other investments ooo 920 1,256
Deferred tax assets 0ooooo 895 976
Allowance for doubtful accounts 00000 (66) (68)
Total investments and other assets oooooooooo 13,456 14,212
Total fixed assets 0ooooo 44,172 46,738
Total Assets 0ooo 83,333 85,240

www.nichiigakkan.co.jp

2004.3 2005.3

Liabilities oooo
Current liabilities ooog
Notes and accounts payable 0oooooooo 2,049 2,391
Short-term loans payable gooooo 853 4,717
Current Installments of long-term debt 0oo00oooooooog 58 78
Income taxes payable oooooo 3,035 978
Consumption taxes payable oooooo 1,466 1,205
Accrued expenses oooag 13,406 13,866
Allowance for employee bonuses ooooon 3,163 3,681
Other current liabilities ooo 4,810 4,254
Total current liabilities oooooo 28,844 31,173
Long-term liabilities ooog
Long-term loans payable oooon 66 57
Deferred tax liabilities 0ooooo 261 0
Allowance for employee retirement benefits ooooooo 2,067 2,414
Allowance for directors’ and auditors' retirement benefits 0oooooooo 128 128
Other long-term liabilities ooo 60 87
Total long-term liabilities oooooo 2,585 2,688
Total liabilities oooo 31,429 33,861
Minority interests oooooo
Minority interests ooooog 111 137
Shareholders’ equity oooo
Common stock ooo 11,933 11,933
Capital surplus ooooo 17,354 17,354
Retained earnings ooooo 26,713 27,562
Gain or loss from revaluation of marketable securities 00o0ooooooooo 41 182
Treasury stocks ooog (4,250) (5,791)
Total shareholders’ equity oooo 51,791 51,241
Total liabilities, minority interests, and shareholders’ equity 0DOODO0O0OO0O0O0O00O000 — 83333 85,240

Note: Amounts under one million yen have been rounded down. /() SE# £33 BRAXRBEYVE TTERRLTVET,



Consolidated Statements of Income (Millions of yen) Consolidated Statements of Retained Earnings (Millions of yen)

goooooo ooooad oooooooo poooa
2004.3 2005.3 2004.3 2005.3
Net sales ooo 189,987 201,590 Capital surplus 0oooooo
Cost of sales 0ooo 146,196 160,854 Capital surplus at beginning of the year oooooooon 14,361 17,354
Gross profit ooooo 43,791 40,735 Increase in capital surplus afsfafa)a)afsls 2992 -
Selling, general and administrative expenses 0000000000 29,921 35,450 Increase in equity swap D EEEEEEE 2992 _
Operating income oooo 13,869 5,284
i s Capital surplus at end of term 0oooooooo 17,354 17,354
Non-operating income ooooo 288 303
Retained earnings oooooog
Interest Income onoo 90 90
it e EEETE 30 _ Retained earnings at beginning of the year 0o0o0O0oO0o0o 19,559 26,713
Commission on consignment for office work ooooo 48 77 Increase in retained earnings 0ooooooo 7,762 2,029
Income from lease of fixed assets 00000000 36 25 Net income ooooo 7,762 2,029
Others ooo el =0 Decrease in retained earnings ODOOoOoOoO 608 1,180
= i 112 115
Non-operating expenses ooooo Dividends S0 569 626
Interest expenses oooo 37 44 ] _
- Bonuses for directors and auditors oooo 36 36
New share issue expenses ooooo 2 i
e T S —— 17 42 Decrease in additional consolidated subsidiaries 00000000000000 - 516
Loss on disengagement of guarantee money deposited 0o0oo0o0o 38 21 Loss on liquidation of treasury stock ooooooog 3 1
Others ooo 16 7 Retained earnings at end of the year 0Ooooooooo 26,713 27,562
Ordinary income oooo 14,045 5472 Note: Amounts under one million yen have been rounded down. /(i%) 8 £81E. BHAKRBETIVIE TTRRLTVET,
Extraordinary income onoo 137 5
Gain on sale of fixed assets gooooog 3 1
Gain on sale of investment in securities 000000000 134 3
Extraordinary losses Dooo 8 435 Consolidated Statements of Cash Flows (Millions of yen)
Loss on retirement of fixed assets 0oooooo 55 71 Nalalanainnalaiaiaiats ooooo
Loss on sale of fixed assets ooooooo 0 244 2004.3 2005.3
Loss on revaluation of golf club membership Joooooo@g £ i Cash flows from operating activities 0000000000000000 2839 471
i - 112
Lk @) e iz w7 ol JooooE Cash flows from investing activities 0000000000000000 (3,748) (4,502)
Loss on closedown of stores ooooo 13 =
Cash flows from financing activities 0000000000000000 (4,233) 1,486
Others ooo = 1 ]
A Effects of exchange rate changes on cash and cashequivalents 000000 0000000000 (0) 0
Income before income taxes 00000000000 14,008 5,043
D in cash and cash equivalent nfafu)afu)afu)afualsfuls] 5,142 2,545
Income, inhabitants and business taxes 000000000000 6,265 3,440 £crease In cash and cash equivalents i) ( )
Adjustments for income and other taxes ooooooo 40 (454) Cash and cash equivalents at beginning of the year 0000D000D0000000 11,042 5,900
Minority interest oooooo 29 27 Cash and cash equivalents due to additional consolidated subsidiaries 0 OO000000000000000000 = 516
Net income oooon 7,762 2,029 Cash and cash equivalents at end of the year 0000000000000 5,900 3,871
Note: Amounts under one million yen have been rounded down. /() &Ef £33, BHFARBEVE TTERRLTVET, Note: Amounts under one million yen have been rounded down. /(%) 8 £%E. BHAKRBEETIVIE TTRRLTVET,
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Non-consolidated Financial Statements

Non-consolidated Balance Sheets (Millions of yen) Non-consolidated Statements of Income (Millions of yen)

goooooo goooo gooooooo ogoooo
Assets ooog Net sales ooo 180,608 190,638
Current assets oooo Cost of sales oooo 139,237 153,167
Cash and deposits ooooon 4,482 1,657 e oy ——— 41371 37471
Accounts receivable ooo 22,446 22,955 - .
e e e 00D 8427 9,033 Selling, general and administrative expenses 0000000000 27,860 31,282
Total current assets oooooo 35,356 33,647 Operating Income oooo £3510 plete
Fixed assets oooo Non-operating income 0oooo 350 352
Total tangible fixed assets 00000000 25,840 28,067 Non-operating expenses goooon 96 102
Total intangible fixed assets 0oo0ooooo 228 744 Ordinary income oooo 13,764 6,438
Total investments and other assets 0oooooooon 15,497 17,745 Extraordinary income - 137 3
Total fixed assets ooooog 41,567 46,557 -
e p— p—— 76923 80204 Extraordinary losses oooo 64 276
Liabilities P Income before income taxes 00000000 13,837 6,165
Current liabilities oooo Income, inhabitants and business taxes 000000000000 6,052 2,924
Short-term loans payable ooooo 508 4,002 Adjustments for income and other taxes 0oo0oooo 57 (165)
Accounts payable ooo 1,636 5,454 Net income ooooo 7,728 3,407
Actrued expenses Doog i) o Profit brought forward oooooo 1163 1,226
Other current liabilities ooo 10,318 6,335 o
— Loss on liquidation of treasury stock 0OooOoO0oOo 3 1
Total current liabilities oooooo 25,703 27,287
Long-term Liabillties e Unappropriated retairﬁe'd earningsatend of theyear 0000000 8,888 4,631
Allowance for employee retirement benefits e = 2,020 2354 Note: Amounts under one million yen have been rounded down. /(i) BB £33, EHAKXBEYVIR TTRRLTVLET,
Other long-term Liabilities 0oo 157 176
Total long-term Liabilities ooooog 2,178 2531
Total Liabilities oooo 27,881 29,818
Shareholders equity ooog
Common stock ooo 11,933 11,933
Capital surplus oooooo
Capital reserve ooooo 15,262 15,262 R L
Total capital surplus ooooooo 15,262 15,262 Statements Of Eal’nlngS AppI’OpI’Iatlon (Millions of yen)
Retained earnings ooooo oooo ooooo
Voluntary reserves DE@EE Unappropriated retained earnings at end of theyear 00O0ODD 8,888 4,631
Other reserves Loooo 16,802 23802 Appropriations were made as follows. 000000000 0000000
Unappropriated retained earnings at end of the year ooooooo 8,888 4,631 Dividends ooo 626 776
Toatal retained earnings oooooog 26,055 28,799 22.00 yen per share 10000170 500 10000220
Gain or loss from revaluation of marketable securities 000000000000 40 181 Bonuses to directors ooooo 36 36
Treasury stock oooo (4,250) (5,791) Bonuses to auditors included onoooo 3 3
Total shareholders™ equity oooo 49,041 50,385 Other reserves oooon 7,000 2,000
Total liabilities and shareholders™ equity ooooooo 76,923 80,204 Balance to be carried forward oooooo 1,226 1,819

Note: Amounts under one million yen have been rounded down. /Gx) E#£5s. BAAXBHE VR TTRRLTVET,
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Note: Amounts under one million yen have been rounded down. /) SE# £33 BRAXRBEYVE TTERRLTVET,



Consolidated Financial Data

ENet Sales MOperating Income / ®@Operating Income to Sales WOrdinary Income / ®@Ordinary Income to Sales ENet Income / ®Net Income to Sales
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R 7= 2 AR 2 NREE/THKREEEX/C ATEFHE LI EER ®ROE/ " ROA
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* Graphs are based on consolidated operating results. / 757 0%t § N TCEEN—-2TT,
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Stock Information

(As of Mar. 31, 2005 200553 A 31 HIRFE)
Stock Data HADRKR
Total number of shares authorized to be iSSUed.........cccccoveverivriinerinerinniinnns 110,000,000 shares 0oo0oOoooooooo 110,000,00000
Total issued and outstanding SNAIES...........cmrrmrrinssnssnssssssssnns 36,508,976 shares OO0 00000 ittt ettt ss bt ss b e bt ens s renenas 36,508,9760
CAPITAL .o 11,933,790,500 yen O D D0 ettt ettt 11,933,790,5000
NUMbBEr of SNArENOIAETS ... 26,010 0 TR 26,0100
*3,117 shareholders increased compared to the previous year. 000000000000311700000000
Major Shareholders K¥EE
Number of shares holding  Voting share
Name of shareholders (Thousand shares) (Percentage) ooo 00MO0O00 O00000mo0
Meiwa Co., Ltd. 6,495 17.79 oooooo 6,495 17.79
Akihiko Terada 4776 13.08 ooon 4,776 13.08
Japan Trustee Service Bank, Ltd. 2817 771 0000000000000 0000000 2,817 771
The Master Trust Bank of Japan, Ltd. 2371 6.49 000000000000000000 2,371 6.49
Trust & Custody Services Bank, Ltd. 1,029 282 000000000000O00on 1,029 2.82
UFJ Trust Bank Limited 862 2.36 URJO0OOoOoOoooo 862 2.36
UFJ Bank, Ltd. 803 2.20 O0O00OURIOO 803 2.20
Nippon Life Insurance Company 727 1.99 0oDo00oOooOoooo 727 1.99
The Tokyo Tomin Bank, Ltd. 505 1.38 00oooooooo 505 1.38
Kyoko Kano 472 1.29 oooo 472 1.29
Notes: 1. The shares held by trust and banking corporations include those for trusted services. 0001.0000000000000000000000000000
2. Shareholdings of less than 1,000 have been rounded down. 2.000000000000000000000000000

Stock Price and Volume / #ffif### L0 HRS

(Yen/0O)
9,000
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5,000 [F T (¥ ' l (Thousand[ .
4,000 (SD";'TS)U Forward-looking Statements—f¥3k o ¥t il LI B 3 % 1 35 3
3,000 I D te by L] o 180 This Investors Guide contains future performance including business plan, performance projections, and strategic forecasts. Those
2000 120 statements are based on management’s assessment of currently available information to Nichii Gakkan. Therefore changes in the
’ operating environment may cause actual results and progress in management strategies differed from the forecasts in this report.
1,000 I I 60
000000000000000000000000000000000000000000000000000
ole== = n llllllll- llllll.llllllllll I Illll Iln pooooooo
34567890MNR12345678910MN1R1234567890MNR1234567890N0N1R1234567 000000000000 0000000000000000000000000000000000
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Corporate Information

215

(As of Jul. 31, 2005 20057 A31 A H7E)

Company Profile SHBIE
Registered name: Nichii Gakkan Company n] ] ooooooooo
Location: 2-9 Kanda-Surugadai, Chiyoda-ku, Tokyo, Japan n] 0 n] 0ooOo0o0oO00ooo0O0200900

Tel: 03-3291-2121 (Rep.) TELDO8) 32912120 0 O O

Tel: 03-3291-3954 (Public & Investor Relations) TELDO0S 32918954 0 0 0 0
Established: August 1973 0 O 197300 800
Number of employees:  5,955(Consolidated) 5,419(Non-consolidated) 0o o o o 5955000 54190000
Principal of businesses: |17/ [=le[[eel FEit ojaleln B EE TR 1= Oooooooon

Medical affairs support service, medical equipment service, medical affairs consulting service 000000000000 00000000000000000000
Home care support (care planning), home-visit long-term care, home-visit bathing,

. . . . 000000000MO00000000000000000000000000
day-care, rental/selling for welfare equipment, catering and other services

0000000 Oofooob0mMOoO0o0oo0oooooooooo

Various courses, such as for medical office work, home helper training, and babysitter noooooo

training

0000000000000000M000000000000000000

Information processing, production and sale of flowers and ornamental plants, seeds

and saplings, management of pharmacies, manpower supply business, childcare, etc. vooooooobodooooboooooooooooooooooo
Major subsidiaries:  Tokyo Marunouchi Publishing Co., Ltd. ~ Nihon Support Service Co., Ltd. u o o b o oooo0oooooo oooooooooooooo

Roris Co., Ltd. Sun Medic Co., Ltd. oooooooo 0o0ooooooooo

Keihin Life Service Co., Ltd. NIHON CREDIT LEASE Co., Ltd. 0oooooooooooo 0000000000o

reha team japan Co., Ltd. Power Bank Co., Ltd. 000000 0000oooo 0000000ooo

Nichii Gakkan Website /| =F 1% EEF—LN—D
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Family-directed cooked food delivery service Manabi-net, a special site for leaming medical and I;)}\g-tennwre
CHREMTREBEALARMRERT-EX EELBUDEHET RV
http://www.nichiigakkan.co.jp http://nichii-ir.irbridge.com/ http://www.nichiigakkan.co.jp/food/ http://www.e-nichii.net
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Nichii Gakkan Company

2-9 Kanda-Surugadai, Chiyoda-ku, Tokyo, 101-8688 Japan
TEL  +81-3-3291-2121 (Rep.)

TEL +81-3-3291-3954 (Public & Investor Relations)
FAX  +81-3-3291-6864

E-mail kouho@nichiigakkan.co.jp

BRXeH —F 18

T101-8688 R & T A HX #HERF & 2-9
TEL  03-3291-2121 (%)

TEL 03-3291-3954 ([E$i%)

FAX 03-3291-6864

E-mail kouho@nichiigakkan.co.jp
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