MEDICAL INFORMATICS BUSINESS

. Medical Informatics Business Net Sales - BUSINESS OVERVIEW
N The medical informatics business mainly sells Medical
(T”ol(l)%nsowemm ****** Station®, an internally developed electronic patient chart
3372 . 48 system. This system offers integrated patient chart and medi-
RET Rttt 0 teleieiete 0 St fieteled S i cal billing functions, and borrows extensively from technolo-
e gies and expertise cultivated in our clinical testing business.
T hhhh bt Ahik  Ghhid B Medical Station® also boasts enhanced testing-related func-
tions, including the ability to easily prepare test request forms
STTieoe T Ihhht Dbkl bkl  Bhiii R on a special screen and the ability to make graphs from the
data of test results.
, 5 bo0s 0705 0805 00008 Lor0s Medical Station® comes in two versions: the mainstay
A Medical Station® Clinic (MS-C) for medical clinics, and a basic
version called Medical Station® Economy (MS-E). Various
Medical Station® functions can be selected as options,
enabling us to respond flexibly to the needs of users.
Medical Station®: - In addition to direct sales, we have been focusing on sales
f:;:ual and Total Installations through agencies and the development of maintenance and
< support systems, which have produced recent gains in effi-
ciency in our maintenance and services framework. We are
also conducting sales promotion activities together with
200 Microsoft Corporation and Intel Corporation, two partners in
the joint development of software and tablet PC versions of
a6 our electronic patient chart systems.
Going forward, we will reinforce capacity with respect to
sales and products and enhance our product lineup in an effort
0 06/03 07/03 08/03 09/03 10/03 to solidify the leading position our MS systems enjoy in Japan.
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Picture Image of Medical Station®

PERFORMANCE
In the medical informatics business, regarding sales promotion
activities for Medical Station® (MS) in fiscal 2009, following
organizational realignment we pursued marketing activities
that merge the clinical testing and medical informatics busi-
nesses. In addition to sales from new MS installations and
replacement demand, net sales growth stemmed from brisk
sales of compatible software following a government decision
to provide assistance grants for receipt computerization. Earn-
ings saw similar benefits, as the robust profitability of the
aforementioned software helped profits expand, thus building
on the return to profitability in this business a year earlier.

As a result of the above and other factors, net sales in the
medical informatics business increased 7.1% year on year to
¥3,661 million.

Advertisements of Medical Station®

OUTLOOK

In the medical informatics business, the prospects appear
certain of ongoing advancement in the adoption of medical IT,
given the likelihood of a mandatory move to receipt computer-
ization and other factors going forward. Our Medical Station®
electronic patient chart systems also offer substantial syner-
gies with clinical testing. Accordingly, we will seek to expand
our business base through activities that merge these opera-
tions. Elsewhere, we are responding to diverse user needs by
enhancing Medical Station® functionality and developing new
versions of our electronic patient chart systems to achieve a

fuller product lineup.
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R&D

The Advanced Technology & Development Division develops groundbreaking clinical testing methods and

testing reagents in response to medical advances and social needs. The division supplies these technologies and

reagents to locations where clinical testing is conducted, playing its part in advancing medical science. In fiscal
2009, the Company’s R&D expenses totaled ¥4.11 million.

KEY ACCOMPLISHMENTS IN
FISCAL 2009

In the genome testing field, we have
been taking orders to perform K-ras gene
mutation analysis to determine the effi-
cacy of the colon cancer drug Erbitux
(generic name: Cetuximab). With the
addition of K-ras testing for colon cancer
to the 2,000 points allotted for genetic
testing of malignant tumors under the
2010 revision to medical treatment fees,
making the tests eligible for insurance
coverage, we expect to see a significant
climb in orders going forward. This test-
ing, in fact, has the potential to become
one of the largest testing items next to
EGFR gene mutation testing for lung
cancer. Also, in March of 2010, we
began taking orders for gene mutation
testing for drug-resistant HBV. While
these are research tests not covered by

insurance, because they are intended to

determine resistance to entecavir, the
standard drug set forth under Hepatitis B
treatment guidelines, this test could
become a useful tool in responding to
clinical needs.

In the allergy field, we established a
new allergen testing method (BAT) using
basophil activation as an indicator, and in
February 2009, we began contract testing
for food allergies and other specified
allergens at certain institutions. In fiscal
2009, we added this to our clinical testing
items, increasing the number of orders.
With regards to the soluble interleukin-2
receptor (s IL-2R), we found that it does
fluctuate in non-Hodgkin's lymphoma,
adult T-cell leukemia and other hematopoi-
etic tumors. Leveraging this property, we
created a specific monoclonal antibody
targeting s IL-2R, and developed a
reagent (sold under the name IL-2R Test/

BML) based on the principle of the

Advanced Technology & Development Division Organization

Advanced Technology &
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BML, INC.
ANNUAL REPORT 2010

Development Planning Office

Advanced Medicine Department

Reagent Department

enzyme immunoassay method. Certifica-
tion was obtained in February of 2009,
and we began taking orders for testing
using this kit in October of 2009.
Meanwhile, concerning our joint
industry-academia project with the New
Energy and Industrial Technology Devel-
opment Organization (NEDO), we suc-
ceeded in developing a practical
congenital abnormality syndrome analysis
test using a high-density genomic DNA
array, and in October of 2009 began
taking orders for this congenital abnormal-
ity analysis/GD array. We expect use of
this test to expand going forward as a
way of detecting abnormalities that could
not be analyzed using traditional chromo-
somal and FISH testing. NEDO is currently
studying ways to develop practical tests
that might be useful in cancer diagnoses
based on genomic abnormality indicators,

and in prognosis predictions.

Advanced Medicine, Section 1
Advanced Medicine, Section 2

Advanced Medicine, Section 3
Reagent Manufacturing Section
Development & Quality Control Section



CORPORATE GOVERNANCE

BASIC POSITION
BML sees corporate governance as important to:
1) Realizing management compliance
2) Maintaining competitiveness through speedy decision-making and policy execution and
3) Ensuring rigorous risk management
Through its investor relations (IR) activities, BML is also committed to proactive disclosure and to increas-

ing management transparency.

COMPANY ORGANIZATION AND STATUS OF CORPORATE GOVERNANCE FRAMEWORK
BML has adopted a corporate auditor system, comprised of three statutory auditors, including two outside
auditors. As of the date of this report, the Board of Directors consists of 12 members, all of whom are inter-
nal appointments (10 of whom also serve as executive officers). The Board of Directors’ regular meeting is
held once a month in principle, and meetings are also held on an ad hoc basis as necessary. Corporate audi-
tors attend each meeting of the Board of Directors, at which important business policies are decided and
reported on, to monitor decision-making and the status of business execution by the Board.

BML adopted an executive officer system in June 2004 with the aim of enhancing its competitiveness by
strengthening the functions (decision-making and oversight) of the Board of Directors and promoting faster
decision-making and more flexible business policy execution. To create a business structure that enables
rapid and accurate execution of business, executive officers are responsible for carrying out the operational
activities of the Company within the scope of their authority. Directors, in addition to attending meetings of
the Executive Committee, oversee the execution of business policy through status reports provided by exec-
utive officers. Directors also convene meetings of the Board of Directors to decide and report on important
business policies.

BML's compensation system for directors and executive officers is designed to be reflective of the
Company'’s business performance and to ensure management is shareholder-oriented. In line with this
objective, BML has abolished its retirement allowance system for directors and corporate auditors, and
adopted a stock option program. Through these changes to the Company's corporate governance system,
the management, including the Board of Directors, is striving to improve the strategic power and flexibility
of BML's management organization and decision making systems, and to construct an effective corporate

governance framework.

INTERNAL AUDITING

The Company has established an Office of Auditors (with a staff of two) under the direct supervision of the
president as the department responsible for conducting internal inspections of all divisions, including affili-
ated companies. The Office of Auditors performs audits of the effectiveness of the internal control system,
and of business execution. The Office of Auditors also carries out internal audits in conjunction with the
Quality Assurance Division targeting its special field of the testing division, and provides guidance pertaining
to compliance with all relevant laws and ordinances, internal control systems, risk management, product
quality, and environmental-related issues.

In addition to attending meetings of the Executive Committee, the Board of Directors, and other important
meetings, corporate auditors (of whom there are three, including one certified public accountant) review docu-

ments relating to important corporate decisions. They also conduct rigorous audits of operations of the
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Company's Headquarters and major business offices as well as of its financial assets. The Office of Auditors
also cooperates with the Company’s corporate auditors in various ways, including the provision of audit results
to the Board of Corporate Auditors, the execution of joint audits, and the exchange of relevant information.

In addition, the Company has concluded an audit contract with independent auditors Ernst & Young
ShinNihon LLC and receives an audit based on regulations. The Office of Auditors, corporate auditors and
accounting auditors work together cooperatively by reporting audit plans and audit results, as well as
exchanging opinions as necessary.

The Company'’s corporate governance framework is shown below.

BML’s Corporate Governance Framework

General Meeting of Shareholders
\4 I I

Board of Corporate
Auditors

Board of Directors Accounting Auditor

Legal Counsel
President
|
INTERNAL AUDIT FUNCTIONS

Risk Management Division

Office of Auditors

(Legal Division)

: Quality Assurance Division
Compliance Committee

II

EXECUTIVE FUNCTIONS

Business Departments /Divisions Affiliates

ROLE AND SELECTION OF OUTSIDE DIRECTORS AND OUTSIDE
CORPORATE AUDITORS
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Audits are conducted by two outside corporate auditors, who fulfill a management supervisory function from
a viewpoint that is objective and independent of management. For this reason, BML has not appointed out-
side directors.

Furthermore, outside corporate auditors are selected with the objective of further raising the neutrality and
independence of the audit system. They are expected to objectively express an audit opinion from a neutral
standpoint based on this independence and position. When selecting candidates for the post of outside cor-
porate auditor, the Board of Corporate Auditors confirms that there are no problems with independence,
taking into consideration relationships with BML, and relationships with management and key employees.

The outside corporate auditors, Office of Auditors, corporate auditors and accounting auditors work

together cooperatively such as by exchanging information where necessary.



RISK MANAGEMENT SYSTEM

The BML Group has a risk management system in place to cope with risks that surround the Group. The risk

management system aims to ensure sustained business operations and, when a risk event occurs, maintain

organizational functions, reduce management resource losses and quickly restore such resources, and pre-
vent the recurrence of the risk event.

1) To prepare for natural disasters, we have reinforced our operations by strengthening our physical assets,
duplicating our systems and establishing regional laboratories. Meanwhile, we have a crisis management
manual that stipulates the measures to be taken in response to emergencies.

2) As a measure to enhance information security, since December 2001 we have had ISMS certification
(now ISO 27001), and have continually worked to strengthen our management systems. In February 2006,
we received the privacy mark (JIS Q 15001) indicating our compliance with the Personal Information
Protection Act, and we regularly upgrade and review our systems.

3) With respect to compliance and other legal risks, in May 2003 we established a Compliance Committee
which includes outside lawyers. In addition to holding internal training sessions, we provide periodic inter-
nal bulletins to foster and spread management awareness. At the same time, we established an internal
whistleblower system (the Compliance Post) to handle potential risks.

4) To prepare for environmental risks, quality risks and other important operational risks, we have obtained
certifications such as ISO 14001 and ISO 9001, and systematically work to prevent risks and make
improvements and bolster risk management. Furthermore, the Risk Management Division has built a com-
prehensive risk management structure covering the entire BML Group. With this, the Group will step up its

efforts to identify, analyze and prevent risks, and will make responses to emergencies more effective.

CORPORATE OFFICER COMPENSATION

During fiscal 2009, compensation to the Company's directors and corporate auditors was as follows:

Stock Option

Retirement

Basic Other Total
Corporate " Program Allowance " g
Ofieens Payees (No.) Cor’aﬁensanon Compensation Willon yen! (’\/:K:I(igée)n) Cow?l_ensatlon

(Million yen) (Million yen) (Note 1) (Million yen)
Directors 12 296 13 259 50 619
Corporate
Auditors 2 13 - - - 13
Outside
Corporate 3 6 - - - 6
Auditors
Total 17 315 13 259 50 638

As of March 31, 2010, there were 11 directors and 3 corporate auditors. The number of corporate officers and payment amounts
include 1 director and 2 corporate auditors (of whom 1 was an outside corporate auditor) who retired as of the close of the 54th
Ordinary General Meeting of Shareholders held on June 26, 2009.
(Note 1) Corporate officer retirement allowances approved for payment at the 49th Ordinary General Meeting of Shareholders held on
June 29, 2004.
(Note 2) Condolence payment approved at the 54th Ordinary General Meeting of Shareholders held on June 26, 2009.
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BOARD OF DIRECTORS

Kenji Kondo Yutaka Arai Kazuta Fukuda Toshiyuki Koreyasu

Director and Senior Advisor President Director Director

Takashi Otsuka Nobuki Arai Kensuke Kondo Sadahiro Nakamura

Director Director Director Director

Minoru Tanaka Hiroshi Tanabe Tsutomu Inenaga Katsushi Yamashita

Director Director Director Director

Director and Senior Advisor Director Director Standing Auditor

Kenji Kondo Takashi Otsuka Minoru Tanaka Masaharu Nishimura

President Director Director Auditors

Yutaka Arai Nobuki Arai Hiroshi Tanabe Toshio Yamamura
Toshio Saito

Director Director Director

Kazuta Fukuda Kensuke Kondo Tsutomu Inenaga

Director Director Director

Toshiyuki Koreyasu Sadahiro Nakamura Katsushi Yamashita

(As of March 31, 2010)
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