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Corporate profile

Company AMS Life Science Co., Ltd.
Activities Manufacturer (OEM) of dietary supplements and cosmetics
Address 3-6-36 Toyoda, Suruga-ku, Shizuoka, 422-8027 Japan

Paid-in capital

1,385,587,008 (as of Feb.2006)

Chairman & CEO

Tadahiko Asayama

President & COO

Takehiko Asayama

Founded

June 8, 1969

Exchange listed

JASDAQ (code 2927)

Number of employees

296 (consolidated basis as of Aug. 2005)

Subsidaries

AFC Co., Ltd.
Nihon Preventive Medical Laboratory Co., Ltd.
Kenko TV Co., Ltd.




AMS is a fully integrated dietary supplement and cos
manufacturer (OEM) that covers all aspects of the busines
from R&D, marketing, advertising, to sales activities

AMS Life Science Co.,Ltd

AFC Co.,Ltd.
Mail-order

[
Wholesale distribution
l Overseas wholesale distribution
- L .‘

Manufacturing dietary
supplement & cosmetics

Full

O clients

ithon Preventive M
oratory Co.,Ltd.

.
Jeny«
R&D of dietary supplem

& cosmetics




June 1969
September 1975

December 1980

February 1982

December 1982

January 2001

July 2001

September 2004

March 2005
July 2005

December 2005

History

"Asayama Shoji " was founded in Shizuoka City.

"Miou Shokuhin Kabushiki Kaisha" (origin of the current Company) was '
__.g-r:ll""-n-.._.____

established in Shizuoka City by Tadahiko Asayama (current Chairman & and Chief :_,"::-a-"' "
Executive Officer of the Company) to manufacture health foods. — Xl - o

"Asayama Shoji" changed its corporate structure to "Asayama Shoji Kabushiki
Kaisha" (part of the current Company) as part of the Company's strategy to strengthen
the health food department.

"Asayama Family Club " was newly founded in Shizuoka City by Tadahiko Asayama to establish
health food mail-order business. "Asayama Family Club" changed its corporate structure to "AFC
Co., Ltd." in Shizuoka City in August 2003.

The factory with the head office of "Asayama Shoji Kabushiki Kaisha" was newly constructed in
Shizuoka City.

The name of "Miou Shokuhin Kabushiki Kaisha" was changed to "AMS Life Science Co.,
Ltd." (current Company) following the completion of its new factory in Shizuoka City.

The Company established a business department that specialized in cosmetic products
and obtained a business license in association with cosmetic products. The Company

"Kenko TV Co., Ltd." was established in Shizuoka City as a subsidiary of Nihon
Preventive Medical Laboratory Co., Ltd.

The Company launched an Initial Public Offering. The shares of the Company were listed __ = i
A large scale factory was constructed to extend the Company's health food business. ?J g 1 o <

Nihon Preventive Medical Laboratory Co., Ltd. Founded a new facility to futher their R&D
activities.
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E?OHYK << Research and Development >>
Nihon Preventive Medical Laboratory Co.,Lt

Advanced technologies surrounding tableting, capsulation and granulation based on
30 years of data compilation and experience in the dietary supplement industry

_ __ Marketing Research TS

— _;' l Collaborative
- - : Basic Research
"9 _ Planning )

Investigation
Analysis

Bench scale test Applied Research

Collect data, plan/design products, resea ommodities

Partner with academia and government a ies to develop safe and effective (absorption,
metabolism, etc.) products

Improve quality of products and shorten ing time by introducing advanced test facilities
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<< OEM manufacturer >>

AMS Life Science Co.,Ltd.

High quality of products certified
“GMP (Good Manufacturing Practices)”

Raw Materials
- :
Inspectlon )—‘f

& —— Manufactunn)

Packaglng* Bulk

 —— _ Commodity )

OEM for 250 companies

Mail-order companies arious products in accordance with clients’ unique
Wholesale companies

R () 21 e e el and challenges by utilizing our advanced facilities

Major pharmaceutical companies Manage deadlines efficiently with our advanced production
Planning companies, etc. management system to handle products with a short-lead time




Certified dietary supplement “G

2

Japan Health Food & Nutrition Food Association

2727, kehigay i, Bhinj koz, Tokyn 24T, dapan.
Phone: +813-3363-1 134 Fax: B1-3-3168-3138

Good Manufacturing Practice Certificate

This is to l;\erﬂl'r l:hul, upan  rgorous
e O35, # LeHilh i

[& T L4 -

CrY A TR 1 cm, Shizucka Prefecture has been found to
ummpummmmsmqmmmnnmnpanﬂmmmn.
Hutrition Food Association Dietary Supplement Good Manufscturing
Practice {OMF] authorization system.

. Hame of plant representative: Takehiko Asayama
. Managing Crircctor
3. Authorszation numbor: 1810101
4, Authorzation period: From July 29, 2006, to July 25, 3008
koo 2k

4/“1, zfl o

i’h’lmlu.!!myu. MO, Phl.
tar Cienessl
MHuthﬁM:ﬁ_

Safety Reliabllity
High Quality

GMP stands for “Good Manufacturing Practice” and
represents international standard for manufacturing
management and quality management for health food
and nutrition food.
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Sales of PB (private brand named “AFC”) products

Mail-order Div.

<< Sales >>

AFC Co.,Ltd.

/\/

Wholesale Div.

Newspaper advertise
Internet
TV shopping
DM to members

WhoIesaIers/Agencieﬁ

ment =~ I

Supermarkets, Drug stores
Convenience stores, DIY stores
A

currently selling at approximately 6,000 retail S

and agencies _

ad
jops in Japan w

Overseas Div.
N

Overseas agencies)

Supermarkets, Drug stores
Convenience stores
A

|

e Ly
B g

Domestic and Overseas Customers
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<< Information Distribution >>

K') Kenko TV Co.,Ltd.

Health and beauty information distribution

Advertisement ) Motion pictures) \

,,,,,,

8 i e R N ARy | [T
e

R e |
o I=10% '_h_!
EERIT A Lo | mm

A0 ';

Plan and produce health care programs and

Manage advertisements on major and local

newspapers and magazines TVCM, etc.

Manage advertisements on TV Plan and provide internet content material
(BS,CS,Conventional waves) and radio

Plan and design brochuers

Promote health information programs an shopping programs which are produced at

our studio
Support AFC sales by using various cha

Customers

=




What is AMS Group’s
competitiveness?

Strict quality assurance system in accordance with GMP standards

N

Compliance with the following standards: Medicines Act, mm
Health Promotion Policies and Advertising Policies -

Product development and information distribution capability ﬁ?‘nyl( (K)

Superior sales promotion through wide variety of sales channels @

/

High quality and reliable
Further growth in the future

. A R
AMS G MS, OWE
roup \&nw y
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Market overview in dietary suppleme

Europe U.SA. Japan
1.7 trillion yen (NBJ), 4 trillion | 2.5 trillion yen (NBJ), 5 trillion 1.29 trillion yen, 2 trillion yen
Market Size | yen including nutrition yen including nutrition including nutrition supplements
supplements (2003) supplements (2004) (2005)
Market is growing. Market is growing Market is growing
Mar ket . - )
overview has intensified the public's
interest in the management of the
health
Overall
_ Herbs Vitamins (nutritional fortification, Diet
Main immunity
product " " "
Nutrition supplements Nutrition supplement Nutrition supplement
Capsules, tablets Capsules, tablets Capsules, tablets
M ar ket . . . . . .
environment Aging society Aging society Aging society

Sales method | Drug stores, organic stores, etc. | Grocery stores, organic store, etc. | Mail order, drug stores, etc.

NBJ = Nutrition Business Journal

15



Dietary Supplements

-
-

Medical Supply | Specified Health
(Including Foods
quasi-drugs) (Specificity-appraval) |

Nutrition
unctional Foods

General Foods
Including “ health”

fo

Specified Health Foods Foods that specifically indicate their expected function

Nutrition Functional Foods  Foods that indicate specific nutritional ingredients
and that follow standards established by Japanese Health Minister. E.g. foods

contain vitamins

"Health foods” include tablets, capsules, traditional health foods and foods used

for alternative treatment

Currently there is not a valid definition for “health foods” except for “Health Promoting Foods”

(Health, Labour and Welfare Ministry)

16



“*Health foods” industry in Japan

: (" EX,

Niche market 1. Companies that specialize in product
Upsurge of small management and development (including

Undeveloped -

cialized companies raw matgrials developm_ent_
legal system 2B P 2. Companies that specialize in OEM

(_3. Companies that specialize in sales/retail

Aging population, decreasing birth rates, metabolic syndrome lifestyle

Policies @
; Increase in medical expenses
- W SUOEIAE ELEE [ attention towards preventive medicine. ]

e e i' Truth-in-advertising laws) NE€W entrants from players traditionally outside of the industry
Vd \/ Ex, Major Food producers, major pharmaceutical companies
JAS law \_/ @
\/ Increasing concerns for safety and comfort

JAS = Japanese Agricultural Standard @

urrently , no laws and acts
onitor “health foods” in Japan |  Clear “winners” and “losers” are emerging within
the dietary supplement industry

17



Industry Trends

Millions of Yen Development of Health Foods Market (Not include specified health foods)
14,000 T - NNNRKR 50
{ trillion 2850 million yen In W oo
B Market Size f : 2004 12,300
12,000 | 0 |
—e—Growth rate 4.5/0 |ﬂ0rease N e 1 a0
0 870 10:300
10,000 | 87
8,100 i
8,000 [ 7,500 £
6,900
6,200 8500 6.600
6,000 | 20
5,90
4,000 [ |
2,000

95 96 97 98 99 00 01 02 03 04 O05

Health, Labour and Welfare Ministry 18
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Interim consolidated financial highlights

Fiscal year 2005 ended August 31

(Millions of Yen)

: ' ' ' f inc.
Consolidated Flrsl’:[YhoaAIff of Flrsl;[YhOaSIf of Flrsl’:[Yhoaéf of Ra;s gec. C
NSRRI 1,979 2,550 2,721 106.7%
Operating
income 228 437 351 80.3%
Ordinary
income 221 403 352 87.3%
Ordinary
income ratio 11.2% 15.8% 13.0%

-

20




Interim consolidated net sales

(Millions of Yen)

3,000

2,550

2,500

2,000

1,500

1,000

500

2005

Interim

2006

106.7%
2,721

Interim




Interim consolidated ordinary income

(Millions of Yen) 30.3%0

450 403
400
350
300
250
200
150
100

50

- % 2004 2005 2006
Interim Interim Interim 22

352




Interim non-consolidated financial highlight
Fiscal year 2005 ended August 31

(Millions of Yen)

Non-consoiidated | VST half of | First half of | First half of | Rate of
FYO04 FYO05 FYO06 Inc. or dec.
e el 1,544 1,788 2153  120.4%
Operating
income 165 327 330/ 100.7%
Ordinary
income 159 298 332 111.7%
Ordinary
income ratio 10.3% 16.7% 15.5%

-

23




Interim non-consolidated net sales

(Millions of Yen) 120.4%
2,500 2153

2,000

1,500

1,000

500

2005 2006
Interim Interim 24



Interim non-consolidated ordinary incom

(Millions of Yen)

111.7%

oW ol ol

350

99<4

300

250

200

150

100

50F "

-O 2004
nterim

2005
Interim Interim 25

2006



Summary of Interim FY2006 ended March

Increase reliability through the listing on JASDAQ on March 3, 2006
Increase safety and reliability upon achieving GMP certification
Acquire new clients by introducing brand-new state-of-the-art facilities

' Positive factors

‘ Negative factors

lllegal advertisement by a dietary supplement company
Negative press coverage surrounding “forged ingredients” in the dietary
supplement industry
g Negative impact on the dietary supplement industry

g Enforcement of laws against illegal marketing activities
Weak sales reported for “co-enzyme Q10" related products

Weak sales reported for “amino acid, a - lipoic acid, L-carnitine related
products

Delay in utilizing the new plant/facility that was built in August 2005

26



amroxd - Net sales by category in OEM

(Millions  a -lipoic acid

of Yen) L-carnitine main products in each cate
400 . W 2005/8 E 2006/8 W 2006/8
-6.4% . . .
Interim results Interim plan Interim results
350
300
-3.6%
250 CoQ10
Chlorella  -6.3% 24.6%
200 gggl HrONC ™ Glucosamine
Collagen Shark cartliage 52.6%
150 3480 62.9%
Calcium Maca -4.6% 16.7%
100 Zinc Adder Agaricus Lutein
Other Blueberry
mushroom
50

Internal ~ Beautification . Mineral Nutritionall . . Others
form Arthralgia supplementation fortification ~ IMmunity Asthenopia 57

Diet



Sales composition by business segmen

AMS AFC
A A
ik Mail order wholesale |\ EXport
OEM sector sales sector merchant and others

45

47.1% . 1.8%

5.1% UP 1.7% UP 175.0% UP

200608 | ioes

Interim

11.6% 4.3%

1,000 1,500 2,000 2,500 3,000
(Millions of Yen)
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Changes of net sales (Consolidated)

Millions of Yen

Sum of 1st &

First half Second half ond half of % of 1st half of | % of 2nd half of
of fiscal year | of fiscal year fiscal year fiscal year fiscal year
FY2003 23th 1,529 1,740 3,269 46.8% 53.2%
FY2004 24th 1,979 2,357 4,336 45.6% 24.4%
FY2005 25th 2,550 3,405 5,955 42.8% 57.2%
FY2006 26th 2,721 - - - -
FY2006 Plan 3,000 4,000 7,000 42.9% 97.1%

29
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5. Forecasting the second half of
FY2006 and medium-term
management strategies
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’A‘M Strategy for the second half of
2006703 08

2. Strengthen nationwide sales promotions

3. Acquire OEM customers specifically in for the
cosmetic business

4. Organize sales campaigns on large lot orders




Sustainable growth strategy

1. Differentiate by producing original raw-materials

By developing and producing raw-materials, it is possible to monopolize orders for products
created by those materials

2. Extend product range

Sugar-coated tablets, hard capsules made by plant materials, soft gel capsules made by
fish gelatin, etc. :

Large lot of drinks

3. Expand sales branches

Expand into FUKUOKA, the biggest market in western Japan

TOKYO

SHIZUOKA
OSAKA

FUKUOKA

4. Strengthen cost competitiveness via economies of scale @f

Reduce manufacturing cost by fully utilizing the equipment and
resources

Mergers and acquisition of a mail-order system company, a wholesales company
r.an OEM maker potentially producing a synergy effect

32 I



@ Strategy for the second half of F

2006/03 08

Raising recognition through various channels

Feature a prominent actor and popular comedian for advertisement to raise
recognition of AFC’s brand image

Expected Effect

Increase effectiveness through advertising by placing ads in national newspapers,
broadcasting TV commercials and sending direct mail repeatedly
Generate sales through existing customers and revitalize sales among inactive

customers through direct mail and/or phone sales
: -
Practical Contents _—
&
TV commercials Launch in large quantities. Focus on certain areas intensively
Radio commercials The first real test of radio commercials through a local radio
station

Newspaper advertisements Appear in national and sports newspapers frequently
Leaflets in newspapers New medium in its testing stage
33 I



@ Sustainable growth strategy

1. Acquire 1 million active customers and

achieve annual sales of 10 billion yen

Currently, there are 970,000 members of which 350,000 members are active
customers
We anticipate an increase of 100,000-200,000 new customers each year

2. Sales promotion through “Kenko TV”

Develop various of sales methods through the television media such as shopping
channels, health information programs, internet and/or other mass media in
replacement of paper based media

3. Advertise aggressively

34 I



(?‘nyK Strategy for the second half of
2006/03 08

1. Formulation Study

Develop high contented and high concentrated formulation process
Formulation study for ultra fine grinding technology
Study of micromeritics and hydrodynamic analytic methods

2. Production development

Develop new products for medical institutions (Sales promotion)
Research and development for specified health foods

Inform concept of new product concepts

Research new raw materials and develop merchandising strategies
Develop products utilizing ultra fine grinding technology

3. Scientific testing

Examine the effectiveness of our products “Touka”
(Anti-aging, Suppression of elevated blood-sugar levels)
(Research presentation at the Pharmaceutical Society of Japan, March 2006)

File a patent application for “Touka”

35 I



(?‘nyK Sustainable growth strategy

“Research and application of new technologies”
“Cooperation and support to enhance sales promotion”

1. Formulation Study

Develop high contented and high concentrated formulation process
Formulation study for ultra fine grinding technology
Study of micromeritics and hydrodynamic analytic methods

2011

2. Production development

Develop new products for medical institutions (Sales promotion) _
Research and development for specified health foods *}
Inform concept of new product concepts .
Research new raw materials and develop merchandising strategies

Develop products utilizing ultra fine grinding technology

3. Scientific testing

Examine the effectiveness of products in development through animal testing

Examine the effectiveness and safety of products manufactured through ultra fine grinding
logy (through animal testing)

36



@ Strategy for the second half of F

2006/03 08

CWAS VTR RSN e WV I ISt Strategic advertising to increase AFC's sales

Manage AFC marketing and planning as the main advertising agent for AMS group

Gain know-how and experience in advertising

Approaching other clients to expand the business and aiming increasing saling

Aim to increase the number of new customers. Barter transaction with other mail-order selling
companies

e Program production.business. IS s
Respond to multiple digital channels
Produce programs that include of health information. Produce TV commercials
Strengthen media promotion through newspaper advertising and direct mail
Strengthen “AFC brand” through sales promotion

"



@ Sustainable growth strategy

2011

1. Provide extended health information programs and CMs

2. Establish broadcasting network for information distribution

EX, Internet broadband casting
Acquire BS/CS channel
Acquire cable TV channel

=



