Medium-Term Management Infegration Plan

The Group's First Medium-Term Management Plan

In August 2003, the Konica Minolta Group announced
details of its fundamental management policy. Under its cur
rent format, and based on this fundamental policy, Konica
Minolta formulated its medium-ferm management integration
plan, covering the period from April 1, 2004 through March
31, 2007.

In identifying the objectives for management infegration
under the mediumterm plan, we looked to maximize the full
potential of the Group, to accelerate the infegration process,
secure concrete results at each sfage of consolidation, and to
optimize synergy and rationalization benefits. In an era of
megacompetition, we are making every effort to establishing

a corporate entity capable of competing on the world stage.



Group Operating Targets

Based on management benchmarks that are clearly set each fiscal
year, Konica Minolta is targeting consolidated net sales of
¥1,330 billion, operating income of ¥160 billion, and net
income of ¥80 billion in the fiscal year ending March 31, 2007 .
Of equal importance are efforts to reinforce the Group's financial
position. As of the March 2007 fiscal yearend, we are targeting
shareholders’ equity of ¥505 billion and a shareholders’ equity
ratio of 49%. Other indictors include interestbearing debt of ¥175
billion as of March 31, 2007, compared with ¥268 billion as of
March 31, 2004. Accordingly, Konica Minolta has established a
debtoequity ratio targef of 0.35 times.

Fundamental Tenets of the Medium-Term Management

Integration Plan

Konica Minolta has identified three underlying initiatives as the

basis for its medium+erm management integration plan:

® business porifolio management
® the swiff realization of synergy and infegration benefits
® the creation of a new corporate culture
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In implementing effective business portfolio management,
Konica Minolta will strive to achieve the Group's sustainable
growth, and maximize return as well as minimize risks by establish-
ing stable eamings capabiliies. We will also reduce the volafility
in profitability due o changes in the business environment, and dif-
ferences in the earnings capacity of each business. To this end,

we will:

e clarify the position and standing of each business and
establish an optimal business mix.

® prioritize the allocation of management resources to
growth areas.

In more specific ferms, we will concentrate more than 70% of
the Group's resources over the term of the plan fo the core

Business Technologies business and the strategic Optics business.
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Business Technologies

Reinforcing Profitability in the Core Business Technologies

Business

Konica Minolia has positioned the Business Technologies business
as a core Group business and will work to expand ifs activities
while raising profitobihfy. To this end, we will occomp|ish the
objectives of our genre top strategy, the purpose of which is to
acquire a top position in specific regions and markets where we
can fully demonstrate our strength. To secure these top positions,
we are especially focusing on making use of our competitive
advantage in the fields of color MFPs, high-speed MFPs, and color
[BPs. As a result, this will enable us to acquire a dominant position
in a broad crosssection of the market. At the same time, we will
increase efficiency by accelerating efforts fo realize integration
benefits and secure a major role in the production print sector by
leveraging the undeniable shift toward colorization and strengthen-
ing our capabilities in network solutions. Furthermore, we will rein-
force our competitive advantage through propriefary products such
as our polymerized toner and expand business scale by embrac-
ing alliance initiafives with strategic partners. On the back of these
measures, we are fargeting segment sales of ¥/40 billion and
operating income of ¥103 billion in the fiscal year ending March
31, 2007.

Optics

Intensively Allocating Management Resources to Accelerate

Growth in the Strategic Optics Business

In addifion to the Business Technologies business, we have posi-
tioned the strategic Optics business as a core source of the
Croup's earnings. Accordingly, we will sirengthen our activities in
this segment through the implementation of a number of initiatives.
First, we will secure a dominant market share in next-generation
optical pickup lenses through efficient technology investment.
Second, we will increase our business scale and profitability in
lens units and camera units for digital cameras and mobile
phones. Third, Konica Minolta will work to accelerate the business
development of high-value-added triacetyl cellulose (TAC) film for
large-size LCDs. Next, we will increase business opportunities,
thereby raising profitability by maximizing the synergy benefits of
integration. Finally, we will endeavor to expand production capac-
ity in line with growth in our business markets. Based on these ini-
fiafives, we anticipate achieving sales in the Optics business of
¥130 billion and operating income of ¥28 billion in the fiscal
year ending March 31, 2007.

Maximizing Management Integration Benefits

Profit
A

Preparation phase

e Restructure Photo Imaging business

* Promote employee integration
e Pursue new brands

e Enhance management infrastructure

Expansion phase

Significant growth phase

o Further promote growth sfrategies

® Become a global Konica Minolta

® Expand top genre fields
e Achieve high profitability

e Further improve financial position

Integration benefits

> Mar 2005
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> Mar 2007
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Allocation of Management Resources (Three-year total through March 2007

More than 70% of the Group's capital investment and R&D expenditures are allocated to the Business Technologies and Optics businesses.

Investment

Total Capital Investment: ¥230.0 billion
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Business Technologies (includes equipment leasing | 45%
Optics 15%

Strategic investments 13%

Photo Imaging 13%

Medical & Graphic Imaging 5%
Sensing 1% ©
Others 8% ©

Photo Imaging

Promoting Earnings-Centric Structural Reform in the Photo

Imaging Business

The Company is implementing total sfructural reform fo establish
profitoriented operations focusing on comprehensive cost reduc-
fion. At the same fime, we are establishing a business structure,
placing digital cameras and digital photorelated products af the
core, based on our unrivalled expertise and know-how, in an effort
fo deliver products and services from input fo output.

In response fo the decline in demand in the film business, the
Company is pursuing a fundamental shift from a business focusing
on film to products related to digital printing such as inkjet media.
In the camera business, Konica Minolta will work to concentrate
on higher quality and high-value-added digital cameras, and af
the same fime, strengthen development of key devices including
lenses that incorporate our fechnology. In this segment, we have
identified the numerical targets of ¥290 billion in sales and ¥16
billion in operating income for the final year of the management

plan.

Research and Development Expenditures

Total Research & Development Expenditures: ¥220.0 billion
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e Business Technologies 48%

® Optics 12%

e Basic and advanced technologies 12%
Photo Imaging 14%
Medical & Graphic Imaging 11%

* Sensing 3%

Medical and Graphic Imaging

Actively Developing Digital Products and Solutions in the
Medical and Graphic Imaging Business, Shifting from Film-
Based to Digital Products and Services in an Effort to Secure

Increased Earnings

In medical imaging, sales of our digital X-ray image input/output
systems help expand demand for dry film. The Company is work-
ing to develop its solutions business and to expand activities in
confrast media and medical supplies. In graphic imaging, Konica
Minolta sfrives to expand sales of its color proofing sysfems in
Japan and fo increase ifs market share in film overseas. At the
same fime, we will confinue to develop mainstay products for next-
generation computer reproduction systems and systems for smallHot
prinfing. In the Medical and Graphic Imaging business, Konica
Minolta is targefing sales of ¥145 billion and operating income of
¥13 billion for the fiscal year ending March 31, 2007.



Initiatives for Human Resource Integration
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Employee Visions

olta values people who...

emmitted fo sharing corporate goals of becoming
a global company with market leadership in the

imaging business domain.

...always sfrive for continuing innovation with a
customer-oriented approach, not adhering fo successful

achievements of the past or established customs.

Sensing

Increasing the Business Scale of the Sensing Business Through

Strategic Alliance With the Aim of Securing High Profitability

Konica Minolia will increase sales by expanding its lineup in non-
contact 3-D digitizers and by strengthening ifs software and solu-
fions development capabilifies. At the same time, we will leverage
our strengths in industrial-use color measuring systems and establish
the de facfo standard in an effort fo secure a captive customer
base. Furthermore, we will secure a high market share and high
profitability in medicaluse measuring instruments and cultivate new
businesses. We will expand our overall business scale through
strafegic alliances. Konica Minolta is endeavoring to explore all
avenues in ifs efforts o creafe new business fields and will estab-
lish a sales network in the lucrative Chinese market. In promoting
these inifiatives, we are targeting sales of ¥15 billion and operat
ing income of ¥4 billion in the final year of the current manage-

ment plan.
Swiftly Realizing Synergy and Integration Benefits by Creating
a New Corporate Culture

In the three-year period ending March 31 2006, Konica Minolta

is expecting fo incur integration costs tofaling ¥45.4 billion.

Human resources (HR) systems
e Guiding principles for candidacy

qualifications for executive officers
* New HR system for managers

e New HR system for general staff

HR management
* HR career database
* HR development
o HR liquidation Human Resource

Integration

Organization and infrastructure

e Establish an optimum organization

e The right person for the right place
* Improve infernal network environment

e Consolidate infernal portal site

Develop a new identity

e Conduct employee surveys

Against this expenditure, the Company is projecfing cost savings of
¥64 billion over the same period directly related to rationalization
and synergy benefits. In the area of personnel, our target is to
reduce the number of employees as of March 31, 2006 by
4,700 for a tofal staff complement of 32,600.

Essential to realizing the benefits of infegration is a complete
restructuring of our personnel systems. As a new entity, Konica
Minolta is not prepared fo rest on previous successes and experi-
ences. Adopting a customerfirst approach, we will emphasize
change and innovation in all facets of personnel, including sys-
fems, management, organizafion and mind-set. In reshaping the
mind-set of our employees, we will move away from the fixed pro-
cedures and customs of both Konica and Minolta and encourage
a lively exchange of ideas and opinions. For our systems, we will
formulate clear selection criteria for executive officers and infro-
duce human resource systems for managers and general staff
based on performance. To this end, we will work to establish a
human resource dafabase, career development and a system that
promotes mobilization of human resources. In implementing reorga-
nization, we will focus on ensuring the right people are placed in
the right area to ensure that maximum potential is realized. VWe
will upgrade our in-house communication systfems and consolidate
employee communication activities info a single portal site. Finally,
based on the employee surveys conducted, we will clarify those
issues that most effect our business and our efforts foward sustained
growth, and formulate solutions to maximize the synergy benefits

from infegration.



