July 1, 2005

Merger of Three Sal es Conpanies in the
Medi cal Gases and Equi pnent Field

The managenents of Taiyo N ppon Sanso Co., Ltd. (TNSC) and
Suzuki Shokan Co., Ltd. have agreed to merge two TNSC
subsidiaries with a subsidiary of Suzuki Shokan, all of

whi ch are engaged in nedi cal gases and equi pnent

busi nesses, effective Cctober 1, 2005. The conpanies to be
nerged are: 1) Ozawa Sanso K K. (a wholly owned subsidiary
of TNSC); 2) Yamato Sanki K. K. (TNSC equity stake of 70% ;
and 3) Suzusho Medical Co., Ltd. (Suzuki Shokan equity

st ake of 859%.

Background to Merger Deci sion

Currently the aforenenti oned conpanies, all of which are
engaged in the sale of nedical-use gases and equi prent,
are suffering froma deterioration in their business

envi ronnent. Adverse factors include the governnent’s
consistent trend in recent years in |owering nationa
heal t h i nsurance drug prices; the adoption by nedica
institutions of a blanket remuneration system (under which
fi xed-anmount renuneration is paid according to the nature
of the patient’s illness); joint procurenent by nedica

institutions to pull down costs; and stricter screening of



the eligibility of nedical treatnment for reinbursenent by
the health insurance system

For these reasons, conpanies in this field,
particularly those operating on a snall scale or in
restricted geographi cal areas, are experiencing rising
expenses simultaneously with a downward trend in selling
prices and a general worsening of delivery conditions.

To conbat the difficult business conditions described
above and survive the current period of extrenely stiff
conpetition, the three conpanies have hitherto taken a
nunber of steps to reformtheir business practices, but
they have found it inpossible to draw up clear strategies
for |ong-term busi ness expansion on their own, largely
because of their |imted managenent resources.

For these reasons, the managenents of the conpanies
and of their parent conpani es have judged, after a |engthy
exam nation of the firnms’ business circunstances, that the
amal gamati on of the three conpanies into one offers the
great est chance of success.

Suzuki Shokan has for many years served as one of
TNSC s nost inportant sales agents for its industria
gases, and the close and cordial relationship between the
two conpani es has been further strengthened through the
col | aborative operation of joint ventures in the field of
hydrogen gas and helium gas as well as the manufacture of

cryogeni c equi prent.



bj ectives of New Post-Merger Enterprise

1.

In view of the factors outlined above, follow ng the
nerger of the three conpani es, Taiyo N ppon Sanso and
Suzuki Shokan will work to effectively utilize the
synergy generated by the conbination of the special

vi ewpoi nts and expertise of manufacturer and seller,
respectively, of medical gases and equi pnent. |In doing
so, they will, hopefully, succeed in expanding their
geographi cal area of sales, put the business on a
sounder financial footing, and reinforce its earning
power .

It is expected that the three nerged conpanies wl|
pool their respective experience, specialized know how,
and technol ogi cal expertise to beconme an even nore

ef fective sal es conpany able to offer end-users a

hi gher quality of service and ensure the highest
possi bl e product quality.

Taken together, the three conpani es possess offices and
other facilities in the Tohoku and Kansai regions of
Japan, but there is a considerable anount of overlap in
the Kanto region. The nmerger will nmake it possible to
rationalize this infrastructure to produce greater
efficiency in marketing, product distribution, and

adm ni strati on.



Combi ned Qperational Scal e of Conpanies to be Merged

Sal es per annum ¥5,330 mllion (as of end of March 2005)
Enpl oyees: 147

Annual sal es target for FY2007: ¥7,000 mllion

Qutline of New Conpany
Merger date: Cctober 1, 2005
Nane of new company: N ppon Megacare Corporation
Location of head office: Tokyo
Location of business facilities: Myagi, Saitana, Chiba,
and Kanagawa prefectures, as well as Tokyo and GCsaka
President: M. Masahi ko Negi sh
The appoi ntment of other directors will be announced
at a later date.

Paid-in capital: ¥100 mllion



