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Our Mission

The Nihon Chouzai Group’s Unchanging Significance to Society

[ J
S e St p O S Sl e Sup p O I t As the value the Nihon Chouzai Group provides continues to expand significantly, what is our unchanging significance to society?

We consider that the value shared across the Group is being involved in giving people the closest possible support in all facets of
their lives.

We have long worked to support people in various crucial aspects of their lives, and many people consider us to be an
indispensable part of their lives.

Our Mission encapsulates the pride we take in Nihon Chouzai's significance to people’s lives.

A
o Q

From the start, our primary aim has been to contribute to the health of all people. This is as true today as ever.

We have worked to ensure that healthcare is available to every part of society, regardless of the many challenges involved.

Driven by this commitment, we will continue doing our utmost to provide lifelong support for our customers going forward, serving as
the healthcare professionals most closely involved in their wellbeing.
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—— Our Mission

Our Mission

The Nihon Chouzai Group’s Unchanging Significance to Society

tients

1 1 .59 million people

This is the number of patients who used our dispensing
pharmacy in one year. We will continue to give close support
to patients, squarely facing the fact that we are involved in
the health and lives of so many people*.

Yearly Patient Use of Nihon Chouzai Pharmacies

11.59 million people

10.99
10.64 10.70

10.26
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*Total number of pharmacy visits.
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3.4 billion tablets*

This is the number of drugs delivered to medical institutions
through our Pharmaceutical Manufacturing and Sales
Business in one year. By supplying high-quality, low-

cost generic drugs, we not only address drug therapy for
patients, but also help reduce the financial burden on both
patients and the healthcare system.

04

Pharmaceutical Sales Volume in the Pharmaceutical
Manufacturing and Sales Business

3.4 billion tablets

3.21

2.99
2.91

2.79

- el e i ad @

2017 2018 2019 2020 2021 (FY)

*Tablets and capsules only
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—— Our Mission

Our Mission

The Nihon Chouzai Group’s Unchanging Significance to Society

To give the medical To give the future of
front line.the closest healthcare the closest
+ possible support possible support
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Number of Medical Institutions to Which We Placed
1 7 1 Medical Professionals* Through Our Medical Staffing and
(o) Placement Business (Versus FY2017
/()(versus FY2017) v ) O V. .
oae V1% ur vision (Our Ideal for the Group in 2030)

This figure represents the growth rate in the number of e
clients to whom we have placed medical professionals Th in health %
through our Medical Professional Staffing and Placement 100% e most trusted partner in healthcare o
. . . “ ” o Q)
Busmegs. ’Japan 's facing a so cal'led 2.025 Problem,” when To give people the closest possible support. We cannot fulfill this great mission in isolation, but will embrace ®
the nation’s baby boomer generation will reach 75 or older . . . . . L ) o)
(late-stage elderly). Given the projected shortage of medical input from everyone we serve, including patients, healthcare professionals, research institutions, companies, Q
personnel in Japan, the roles of pharmacists and nurses and government agencies as we work together to create new standards of care. %
are expected to expand significantly. We will address this Looking toward 2030, as a team of medical professionals always a step ahead of the times, we will endeavor to %
social issue head on, ready to provide medical professionals o)

become the most trusted partner in healthcare for all of our stakeholders.

to medical and healthcare facilities through staffing and 2017 2018 2019 2020 2021 FY)

placement services. *Pharmacists, Doctors, Nurses, Registered Pharmaceutical Sellers
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Long-Term Results

Becoming a healthcare group
equipped with a business portfolio
specializing in healthcare to

help resolve medical issues in Japan.

Evolution of the Niho

uzai Group

Evolution of the Business
Portfolio

Social Issues Addressed

Building sustainable community
healthcare frameworks

Dispensing Pharmacy Business

1980 Nihon Chouzai established
First pharmacy opened

Support for advanced medical care

Medical Professional Staffing
and Placement Business
2000 Medical Resources (current name)
established
Pharmaceutical Manufacturing
2005 and Sales Business
Nihon Generic established

personnel

Spread of generic drugs

Resolving the shortage of medical

Information Provision and

Consulting Business Using big data to lower medical

2012 Japan Medical Research Institute costs
established
2021
1995 2000
Headquarters moved from  With revision of the Worker

Sapporo to Tokyo

1980
Nihon Chouzai established

First pharmacy opened in Sapporo,

Dispatching Act, Medical Professional
Staffing and Placement Business
started (current Medical Resources)

Hokkaido
Medical Professional
Staffing and Placement
Dispensing Business started
Pharmacy
Business started

\

1980------ 1998 2000

Number of Pharmacies

Hl Total number of pharmacies (Year-end)
= Nihon Chouzai pharmacies (Fiscal year end) (right axis)

90,000 900
60,009
58584 99173 :
60,000 57,323 58,332 = 600
- . 67’0 697
565 598 650
30,000 300
0 0

2018 2019 2020 2021 2022

NIHON CHOUZAI INTEGRATED REPORT 2022

2018

Nihon Generic’s Tsukuba

2022

Nihon Chouzai
listed on TSE,
Prime Market

=

321 .4 billion yen

Long-Term Vision

Group sales

1 trillion yen

(forecast)

Dispensing Pharmacy

Plant No. 2 completed, (forecast) Business
. becoming one of Japan's p— 900 .
. Consolidated Sales largest generic drug 299.3 billion yen
manufacturing plants -
uacturing P billion yen (forecast)
Market share 10%
2013 2017 '
i ; — Per pharmacy -
Cr:ggz‘go Zhjrrzg(:u;fal Business alliance formed with annual sales ZOCiilioniver
group company Dai-ichi Life Group
Number of pharmacies 1,000
2012 '
Information Provision and Pharm_aceUt'cal
2005 Consulting Business started Manufacturing and Sales
(Japan Medical Research Institute) Business
With revision of Pharmaceutical 300 e
Affairs Act (current Pharmaceuticals billion yen
and Medical Devices Act), (forecast)
Pharmaceutical Manufacturing
and Sales Business started (Nihon Information Provision Market share 15%
Generio) and Consulting Business R 10%
' started
2010 Medical Professional
Pharmaceutical —_— Staffing and Placement
R In-house q
Manufacturing and Sales manufacturing of Business
Business started generic drugs started 25 billion yen
' ' (forecast)
2006
2004 Nihon Chouzai Profit Composition
v listed on TSE, i .
Nihon Chouzai listed on  First Section Other —] Dispensing
Tokyo Stock Exchange 49% Pharr_nacy
(TSE), Second Section Business
519%
Operating
profit
2010 2015 2020 2021 2022 2030 (FY)
Drug Dispensing Expenses Number of Full-Time Pharmacists Generic drug use (by volume)
» 1 Drug dispensing expenses . M Nationwide (pharmacy employees) (year-end) ) . ‘ .
(Trillions of yen) - Nihon%hoﬁzai saglJes (’r)ight axis) (Billions of yen) = Nihon Chouzai (right axis) (fiscal year-end) (%) — Nationwide == Nihon Chouzai
9.0 300 400,000 Nationwide (pharmacy employees) (year-end) 4,000 100
a 87 89 89 89
321,982
300000 pgo s 288151 301328 311289 3,000 75 -
b 2,3_08. - 3,266 = 77 78 79
2,022 k
200000 l = . 2715 2000 5 66
. |
3.0 HE 170140 180,415 188,982
100000 163012 161,198 ’ 1,000 25
0 0 0 0
2017/3 2018/3 2019/3 2020/3 2021/3 2012 2014 2016 2018 2020 2017/9 2018/9 2019/9 2020/9 2021/9
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— News from the Group

Nihon Chouzai Group News

(April 2021- August 2022)

August 2021

B P31

Announced Digital Transformation
Strategy . Recognized as a DX Certified
business operator in December

May 2021

Participated in Regional Smart Healthcare
Consortium, with Nihon Chouzai’s
president appointed as a director

Collaborating to promote widespread online
healthcare and medication guidance

May 2021

Kurumin Certification as a
Company that Supports Parenting

About 60% of our employees are
pharmacists, of whom about 70% are
women. For the company to grow,
creating a framework that allows women
to play an active role over the long term
is essential. Our efforts to achieve a
high standard of parenting support were
recognized in May 2021 with Kurumin
certification from the Ministry of Health,
Labour and Welfare.

NIHON CHOUZAI INTEGRATED REPORT 2022

October 2021

Began handling medical-use

antigen test kits at all pharmacies

August 2021

First* FINDAT Service Provided to
an Educational Institution, Meiji
Pharmaceutical University (MPU)

FINDAT is a drug information platform for
medical professionals. We broadened our
focus in 2022 to include providing the
service to educational institutions. Our
first success was at MPU, where faculty
members in charge of medical treatment
and drug information practicums will use
FINDAT to train students in evidence-
based drug selection.

*As of August 2, 2021

(B FinDAT

December 2021 B P55

Established a Sustainability Committee
Identified material issues for the Group

October 2021

Full-Fledged Operation of Online
Insurance Eligibility Verification
System

Online insurance eligibility verification
allows medical institutions and
pharmacies to verify patient insurance
eligibility information using patients’
Individual Number Cards (like tax ID
number cards) or health insurance cards.
Nihon Chouzai has participated in this
government initiative since shortly after
the trial launch began. In line with the
start of full-fledged operations in October
2021, we rolled out the system to all of
the 663 pharmacies that had opened by
the end of March 2021.

09
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January 2022 Bpss "

Added a medication consultation
chatbot function to the
communication function of
electronic medication notebook
Okusuri Techo Plus

November 2021

MHLW Accreditation as an
Appropriate Fee-Charging
Job Placement Agency in the
Healthcare Field

Medical Resources was recognized as an
Appropriate Fee-Charging Job Placement
Agency in the healthcare field under a
Ministry of Health, Labour and Welfare
(MHLW) system for certifying job placement
agencies in the fields of healthcare, long-
term care, and childcare.

The shortage of human resources in Japan
is particularly marked in the fields of medical
care, long-term care, and childcare. The
MHLW system was created to address
various issues involving the job placement
agencies that work to respond to such
shortages, such as rapid staff turnover

and the improper charging of referral fees.
Industry groups and experts compiled
standards for job placement agencies, and
those that meet certain criteria are certified
as “appropriate business operators.” The
goal of the certification system is to help
secure the human resources needed in each
field and improve the quality of job matching.
It allows job providers to get an overview in
advance of agencies, including the content,
quality, and cost of services, which informs
their selection of the appropriate agency.

10

February 2022

Nihon Generic introduced carbon
neutral city gas at plants and
research facility, joined the Carbon
Neutral LNG Buyers Alliance

B P58

March 2022

Official website of Nihon

Chouzai’s online pharmacy
' service NiCOMS launched

March 2022

B Peo

METI Recognition as 2022 Health
& Productivity Management
Outstanding Organization in the
large enterprise category

The Nihon Chouzai Group is committed to
creating a workplace where employees can
work safely, healthily, and energetically as
a key management theme. In September
2021, we issued a Declaration of Health
and appointed the president as Chief
Health Management Officer. Under this
health and productivity management
framework, we have been working to
reinforce health management in the Group.
With the recent recognition from the
Ministry of Economy, Trade and Industry
(METI), and from the standpoint of
sustainability, we will further step up health
and productivity management initiatives,
working together across the Group to
pursue an ambitious health promotion
agenda as a top runner in the healthcare
industry.

- 2022
T RRREERAA

Health and preductivity

April 2022

Introduced an executive
officer system

Lﬁ 3
oY "
May 2022 B pe2
Nihon Chouzai started onboard d

online medication guidance for
coastal seafarers

Jul Aug

April 2022

No. 1 in Healthcare/Welfare/
Pharmacy and Chemistry/
Pharmacology Category in the
Desirable Hiring Company Ranking,
Voted Industry Leader in Two Other
Categories

In a company popularity ranking among
job-seeking graduates carried out by
leading recruiting information provider
Mynavi and newspaper publisher Nikkei,
which targeted undergraduate and
graduate students due to complete their
studies in March 2023, Nihon Chouzai
ranked No. 1 in both the healthcare/
welfare/pharmacy and chemistry/
pharmacology categories. In two other
categories as well, the Group received
the most votes for the pharmacy/
drugstore sector.

Nihon Chouzai ranked No. 1 in the

pharmacy/drugstore sector in the recent

survey

Il Healthcare/welfare/pharmacy majors: 1st
place (last year: 2nd)

Il Chemistry/pharmacology majors: 1st (last
year: 1st)

[l Science majors overall: 20th (last year: 24th)

[l Female science majors: 7th (last year: 8th)
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77 Company Profile

Nihon Chouzai’s new Group philosophy is “to give people the closest possible
support.” Together with formulating this philosophy, we sought to envision how the
four businesses of the Group can embrace input from everyone we serve, including
patients, healthcare professionals, research institutions, companies, and government

agencies, as we work together to create new standards of care.

Looking toward 2030, as a team of medical professionals always a step ahead of the
times, we will endeavor to become the most trusted partner in healthcare for all of our

stakeholders.

Note on Forward-Looking Statements

Integrated Report 2022 contains forward-looking statements about
the plans, strategies, and performance of the Nihon Chouzai Group.
These statements are based on management’s judgments derived
from currently available information. Please note that actual business
performance is subject to various risks and uncertainties and results
may differ significantly from the statements.

Factors that can affect the outlook include economic conditions
surrounding the various business areas, the status of revisions to
relevant laws and regulations, the status of revisions to medical
fees, and the status of product development. However, factors that
can affect business performance are not limited to these.

12

Editorial policy

In addition to discussing the management
policies and business strategies of the
Nihon Chouzai Group, Integrated Report
2022 provides comprehensive financial

and non-financial information, with the goal
of gaining a clearer understanding among
our shareholders, investors, and other
stakeholders about our medium- and long-
term corporate value creation. The reporting
period is FY2021 (April 2021-March 2022).
However, the report also refers as necessary
to FY2022 (April 2022—-March 2023).

10 8\\ MOH




Message from the CEO

Aiming to be

the most trusted partner —1

in healthcare.

We redefined Nihon Chouzai’s value to
society and formulated a philosophy
shared across the entire Group

Since its founding, the Nihon Chouzai Group has been
intimately involved in the lives of patients. We have

sought to serve them by growing the business under the
banner of healthcare, including efforts to realize advanced
pharmaceutical management and at-home healthcare, health
management for patients, the more widespread use of generic
drugs, staffing and placement of medical professionals,

and data health services. | believe these accomplishments
are the fruit of deep reflection on our mission, which has
guided our actions and our efforts to address a range of
social issues. The times continue to change dramatically,
though, and the roles that pharmacies and pharmacists are
expected to play are expanding. We are called upon as a
society, as organizations, and as individuals to work together
to address various issues. The Nihon Chouzai Group is

able to provide an array of value to society, and for just that
reason, expectations on us are also mounting. Recognizing
this, we thought carefully about the Group’s significance to
society and the kind of Group we should strive to become.
As a result of these reflections, we decided to formulate

a shared Group philosophy for the entire organization.

The value shared across the Group is being involved in
supporting people in all facets of their lives. In the Dispensing
Pharmacy Business, our pharmacies and pharmacists
support the lives of patients as the medical institution and
as the healthcare professionals most closely involved in their
wellbeing. In the Pharmaceutical Manufacturing and Sales
Business, we offer support from various angles for patients
who continue taking medication by providing a stable supply
of high-quality, low-cost drugs. In the Medical Professional
Staffing and Placement Business, we are contributing to the
lives of patients throughout Japan, helping to redress regional
disparities in healthcare by supplying appropriate medical
personnel to medical institutions facing staff shortages. We
also give individual medical professionals seeking fulfilling
work the close support. In the Information Provision and
Consulting Business, we see ourselves as giving sophisticated

NIHON CHOUZAI INTEGRATED REPORT 2022

support to patients from behind the scenes by harnessing
a broad range of data. Desiring to provide deep and long-
lasting support for people’s lives, we established our mission,
describing the Group’s significance to society, as: “To
give people the closest possible support.” As it has been,
our unwavering desire going forward is to contribute to
people’s lives in ways that are grounded in healthcare but go
beyond the boundaries of healthcare, because there are still
countless issues in society that our Group can help resolve.
Moreover, to fulfill this great mission, we cannot rely only on
our own strengths. It is essential that we embrace input from
everyone we serve, including patients, healthcare professionals,
research institutions, companies, and government agencies
as we work together to create new standards of care. With
this mission in mind, we have set out our ideal vision for the
Group in 2030 as becoming “The most trusted partner in
healthcare.” As a team of medical professionals always a step
ahead of the times, we will endeavor to become the most
trusted partner in healthcare for all of our stakeholders.

Seizing dramatic changes in the
business environment as opportunities,
we will create a framework capable of
providing new healthcare solutions

COVID-19 continues to impact society in various ways. The
environment for the medical and healthcare industry of which
Nihon Chouzai is a member remains difficult, as medical
institutions continue to place restrictions on patient health
consultations, while pharmacies are expected to provide
healthcare service after taking rigorous measures to prevent
infection. The pandemic has also had a major impact on
public healthcare policy, including spurring the government to
more active debate about reforms to the healthcare system.
The Vision of Pharmacies for Patients announced by the
Ministry of Health, Labour and Welfare (MHLW) in 2015
reframed the roles required of pharmacists and pharmacies,
calling for a shift from materials- to patient-centered work.
The April 2022 revision of medical treatment fees reflected
this new emphasis. Meanwhile, the Pharmaceuticals and
Medical Devices Act, revised in August 2021, introduced a
certification system for pharmacies with specific functions.

83 — 14

Yosuke Mitsuhara
President and CEO

Mitsuhara joined Nihon Chouzai in 1999. After serving as General Manager of the Corporate
Planning Department, Subsidiary Director, Managing Director, and Senior Managing Director,
he became President and CEO of the Company in 2019. With thorough knowledge of ICT,
he spearheaded development of the Company’s electronic medication notebook and has
implemented company-wide digital transformation initiatives. With an MBA from Waseda
University Graduate School and a master’s degree from Johns Hopkins University Bloomberg
School of Public Health, he is contributing to management from both management and
medical perspectives.
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Message from the CEO

Under this system it is possible to obtain certification from
each prefecture in Japan as a regional cooperation pharmacy
or as a specialized medical institution cooperation pharmacy.
B P35 The Group had already been actively expanding the
functions of pharmacies in its nationwide network to address
emerging social demands. As a result, we lead the industry
in the number of certified regional cooperation pharmacies
and specialized medical institution cooperation pharmacies,
far out ahead of any other drugstore or pharmacy chain.

We are also pursuing our own initiatives to equip pharmacies
in our network to fulfill the roles expected of them going
forward. We currently have 28 certified Nutrition Care
Stations, @ P35 accredited by the Japan Dietetic Association
as hubs supporting community-based nutritional care;

80 pharmacies equipped with Health Check-Up Stations,
B P35 providing health support functions; and 26 At-
Home Medical Care Support Centers B P35 specializing
in a wide range of at-home healthcare. We recognize that
the responsibilities expected of pharmacies are not limited
to patients currently taking medication, but are growing to
include ways of helping local residents stay healthy and
deal with pre-symptomatic illness and disease prevention.

The government set a target of 80% or more of generic
drug use by volume in all prefectures in Japan by the end
of FY2023. Nihon Chouzai Group pharmacies have already
surpassed 80% generic drug use in all prefectures, with
the Group-wide average reaching 89.3% as of the end

of March 2022. | believe we have been able to lead the
industry in contributing to healthcare in Japan by harnessing
synergies with the Group’s drug manufacturing operations.

We will radically revise Group
governance and promote
sustainability management

In April 2022, Nihon Chouzai was relisted from the First
Section of the Tokyo Stock Exchange to the new Prime
Market. Companies listed on the Prime Market are
called to maintain even higher standards of corporate
governance and a clearer market presence than ever
before. Our Group is also working to enhance corporate
governance, targeting further business growth.

For our Pharmaceutical Manufacturing and Sales Business,
the quality and stable supply of drugs have always been top
management priorities. Unfortunately, this past year, a quality
issue was discovered with regard to some of the generic drugs
manufactured by Group company Choseido Pharmaceutical.
This issue highlighted once again the importance of quality and
stable supply, and led us to reflect seriously on vulnerabilities in
Group governance. The issue arose not only from inadequate
self-awareness on the part of officers and employees of being
personnel involved in healthcare, but was also due to a lack of
perspective in the Nihon Chouzai Group on preventing issues
from arising through a Group governance framework. We are

Number of
pharmacies with Number of pharmacies

support functions with certified Nutrition
(as of June 2022) Care Stations

28

Number of pharmacies
with Health Check-Up

Number of At-Home
Medical Care Support
Stations Centers

80 26

NIHON CHOUZAI INTEGRATED REPORT 2022
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already working to strengthen Group governance, including
increasing headcount in the Risk Management and Compliance
Office and building a comprehensive risk management and
compliance framework to extend across the entire Group. We
also established a new Audit Office at Nihon Generic, which
has become the parent company of Choseido Pharmaceutical,
and formed a framework for collaboration between the audit
offices of each Group company. Moreover, we revised the
framework, which existed since the Group’s founding, in which
the president of Nihon Chouzai also served as the president
of Group subsidiaries. Consequently, | have handed over the
position of president of Nihon Generic, Medical Resources,
and Japan Medical Research Institute to a new president
at each subsidiary. My role going forward under the new
framework will be to concentrate on Group management
and Group governance as the president of Nihon Chouzai.

We also introduced an executive officer system in April
2022. The aim was to better separate management decision-
making and oversight functions from business execution
functions, further clarifying the authority and duties of
business execution, speeding up decision-making, and
enhancing management agility, while also enhancing corporate

Formulation of 21 Material Issues B P55

Materiality Group

governance and responding more flexibly to changes in the
business environment. These efforts will feed into improved
corporate value. Also, at the General Meeting of Shareholders
in June 2022, we welcomed Shio Harada, an attorney, as
an outside director. | expect her to provide management
advice and oversight based on her wealth of experience
and knowledge as a lawyer, but | would also like to see her
bring women'’s perspectives into discussions of the Board
of Directors—women account for 70% of the officers and
employees of the Group. | am looking to Ms. Harada to
help us promote greater diversity and inclusion. B P66

We are also working across the Nihon Chouzai Group
to promote sustainability management. To this end, we
established a Sustainability Committee in 2021, which | chair.
| hope to take a leading role in bringing about sustainability
management. In December 2021, we identified 21 material
issues related to sustainability, which are broadly divided
into six groups. Going forward, we will set key performance
indicators for each material issue and monitor them
annually. These will help us accelerate our efforts toward
achieving more robust sustainability management.

Material Issue

Increase the effectiveness of drug treatments for patients by strengthening pharmacy functions
(accommodate advanced healthcare and regional healthcare)

Expand the functions of pharmacies to support the health of the community (e.g., illness
prevention and pre-symptomatic iliness)

Healthcare quality

3 Contribute to social security by ensuring appropriate use of pharmaceuticals at pharmacies

A and accessibility 4 Ensure the continuous operation of pharmacies as a regional healthcare/welfare infrastructure,
and respond effectively to disasters, pandemics, and other crises
5 Ensure the medical safety at pharmacies
6 Leverage digital transformation to promote online healthcare and create new business
7 Publish surveys and research that contribute to the development of healthcare
g Quality and stable supply 8 Undertake R&D and manufacturing of safe, high quality pharmaceuticals
of pharmaceuticals 9 Ensure a stable supply of pharmaceuticals
. . 10 Provide “human” support in providing high-quality healthcare services
c Resolving human issues - - - - -
at healthcare institutions 11 Suppor‘tloccupathngl health and general health, including mental health, by introducing
occupational physicians
12 Reduce waste materials and increase the efficiency of resource usage, especially at pharmacies
and plants
D Sor]ttrrlllaut;:lg Itora ca;bc::- 13 Reduce CO, emissions by increasing energy usage efficiency and promoting the use of
eutral, circular economy renewable energy
14 Build environment-friendly and society-friendly supply chains with outstanding transparency
15 Secure human resources that supports the company’s growth, and put in place HR systems
. e that promote the growth of employees
E Fostering and utilizing
diverse workforce 16 Promote diversity, respect for human rights, and the participation of women in the workplace
17 Establish a workplace environment that enhances employee health and motivation
18 Support the healthcare and welfare fields (e.g., persons with intractable diseases or disabilities)
Strengthening 19 Continuously strengthen corporate governance, and disclose information with a high level of
F governance to fulfill transparency
social responsibilities 20 Continuously strengthen compliance, and prevent corruption
21 Create opportunities by appropriately evaluating and responding to risks
16
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Message from the CEO

Consolidated Sales and Net Interest-Bearing Debt
W Sales (left axis) M Net interest-bearing debt (right axis)

(Millions of yen) 65,324

300,000

47,010
219,239 223,468

200,000
181,844
33,768 165,347

139,466

100,000

2013/3 2014/3 2015/3 2016/3 2017/3

Reinforcing financial stability and
investing in sustainable growth

The financial policies of the Nihon Chouzai Group reflect an
awareness of the need for management that stresses balance
between investing in growth and maintaining financial stability.
In FY2021, we were able to pay back roughly 17 billion

yen in long-term loans payable and reduced net interest-
bearing debt to 31 billion yen, the lowest level since FY2012.
In FY2012, consolidated net sales were 139.4 billion yen

and consolidated operating profit was 3.2 billion yen. In the
nine years to FY2021, both figures had more than doubled
even as we have drawn down interest-bearing debt.

The equity ratio also continued to improve,
reaching 29.6%, its highest level since FY2006.

Meanwhile, we are in a phase of accelerated growth
investment. In the Dispensing Pharmacy Business, we are
investing in large-scale overhaul of the core dispensing
system. Further, as the pace of industry restructuring
continues to accelerate, we see opportunities for further
growth investment in the Dispensing Pharmacy Business,
including large-scale acquisitions. Accordingly, we will
continue to pursue business growth, striking a balance
between greater financial stability and growth investment.

As accelerated growth investments
bear fruit, we are entering a phase
of capturing greater market share

As we head toward achieving the targets of our long-
term vision for 2030, we are staying a step ahead of
the times, stepping up growth investments ahead of
other industry players. The COVID-19 pandemic gave
significant momentum to government efforts to reform
the healthcare system. This dovetails with the growth
investments we have made, which are now beginning to
bear fruit. Now, we are equipped with the resources to
move into a phase of capturing greater market share.

In the Dispensing Pharmacy Business, our pharmacy
network strategy emphasizing a balance between pharmacies
with differentiated functions has contributed significantly to
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(Millions of yen)
59,147 299,392 60,000
278,951
51553 268,520
245,687
40,000

31,054

2018/3 2019/3 2020/3 2021/3 2022/3

earnings. In particular, our unique hybrid pharmacies are driving
growth. In addition, our industry-leading digital transformation
initiatives are providing us with a major competitive advantage.
We expect a combination of brick-and-mortar pharmacies
with NICOMS, Nihon Chouzai’s online pharmacy service,
and the electronic medication notebook Okusuri Techo
Plus to feed into further growth in performance. B P38

In the Pharmaceutical Manufacturing and Sales Business,
we are putting a number of business improvement measures
in place to address quality issues at Choseido Pharmaceutical.
Based on recommendations of a special fact-finding team,
we are building a Group-wide framework for manufacturing
and quality control. We are also optimizing the number
of drugs in the lineup by revising the product portfolio. In
addition, we will work to generate synergies by building an
efficient manufacturing framework and expanding personnel
recruitment and training, taking advantage of the integration
of Nihon Generic and Choseido Pharmaceutical. Alongside
these efforts, we aim to realize high quality control and
stable supply by expanding the proportion of in-house
manufactured drugs through the development, manufacturing,
and sales of new drugs. Meanwhile, we are targeting an
operating margin of 10% over the medium term. @) P43

In the Medical Professional Staffing and Placement Business,
the pandemic has put strong downward pressure on the
market for pharmacist staffing and placement. However, by
enhancing value of the Group’s Medical Resources brand,
| believe we can boost market share and increase sales
and earnings. In the doctor HR business, a strategic focus
for growth, the scale of the business is steadily expanding
nationwide. We will continue taking steps to make this
business a growth driver as we move toward 2030. B P49

We will further accelerate Group-wide
digital transformation to augment
the strengths of each business

COVID-19 has given tremendous impetus to the digital
transformation of healthcare in Japan, including in the
dispensing pharmacy industry. My sense is that this
growing trend will revolutionize the way the healthcare
sector operates. In 2018, the government issued
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guidelines outlining three directions for online medical
consultation and medication guidance, as follows.

Guidelines for the Proper Implementation of
Online Medical Consultation

Further improve the quality of healthcare by obtaining
information on the daily lives of patients.

Ensure accessibility to healthcare and increase access to better
healthcare for patients in need of healthcare.

Maximize treatment effectiveness by enabling patients to
actively participate in treatment.

Based on these guidelines, the government is enacting
reforms to encourage the digital transformation of the
healthcare system, including lifting the ban on online
medication guidance in 2020 and launching an online
insurance eligibility verification service in 2021. In 2023,
it will allow prescriptions, which must currently be written
down on paper, to be digitized —this promises to further
step up the pace of digital transformation in healthcare.

Our Group is also stepping up the pace of initiatives out
in front of our competitors. @ P31 We announced a digital
transformation strategy in 2021. In December of that year,
we were recognized as a DX Certified business operator
based on a certification system established by the Ministry of
Economy, Trade and Industry—the first company specializing
in drug dispensing to be certified under that system. To take
advantage of the deregulation of online medication guidance,
we have already rolled out the online pharmacy service we
developed in-house, NICOMS, to our pharmacies nationwide.
This service offers end-to-end pharmacy services online,
from making reservations to receiving online medication
guidance, making payments, and delivery of medications. In
addition, we are aiming for an even more seamless linkage
between online healthcare and remote medication guidance
by strengthening collaboration with the curon online medical
consultation service and launching a remote healthcare
search service, NiCO Navi. Patients can now use the NiCO
Navi site to search for medical institutions that offer online
medical consultations, and seamlessly migrate to the
NiICOMS online pharmacy service to fill their prescriptions.

A regulation mandating follow-up after drug delivery went
into effect in Japan in 2020. To meet this requirement,
we are taking advantage of our electronic medication
notebook Okusuri Techo Plus, which already has more than
1.1 million subscribers. We added a “connect” function
to the app to allow users to communicate directly with
pharmacists via text message. We followed this in January
2022 with the addition of a chatbot function for medication
consultation. If a patient has any questions, such as how
to use a medication properly, they can easily consult with
the pharmacy. We included a prescription refill function
in line with new regulations introduced in April 2022.

We anticipate further digital transformation in the healthcare
system. Ahead of the start of electronic prescriptions,
scheduled for 2023, we are also moving forward with a project
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to overhaul the dispensing system, the core system used by
pharmacies. Operation of this new dispensing system will
better position us to provide services that are increasingly

in demand. In particular, as a next-generation pharmacy
service, we will even more seamlessly support patients
through a combination of brick-and-mortar pharmacies, online
pharmacy services, and the electronic medication notebook.

Evolving into an innovative
corporate Group through the
development of talent to lead the
next generation of management

One of my goals since becoming president has been to
position Nihon Chouzai as the pharmacy brand of choice. This
year, more than 370 new pharmacist graduates joined the
Group. Also this year, the Group was able to receive numerous
votes in the Mynavi/Nikkei 2023 Company Popularity Ranking
targeting college students. Having ranked first among
chemistry and pharmacology majors last year, we ranked

first again not only in this category but also by industry in

the category for healthcare, welfare, and pharmacy. We also
led the pack among pharmacy and drugstore companies for
science majors overall and for female science majors. | feel the
Nihon Chouzai brand is gaining an even stronger presence.

Our focus is not only on new hires. Group management

puts an emphasis on engagement with our employees.

As we work to instill the new Group philosophy across

the organization, | believe further deepening employee
engagement is a critical task. A corporate philosophy does
not simply take root on its own. | will continue to take the
lead in promoting the new Group philosophy while engaging
with stakeholders both inside and outside the Group.

The Nihon Chouzai Group is making great strides toward
becoming an innovative corporate Group that can transform
the healthcare industry. We will reinforce initiatives to ensure
medical safety and quality and implement reforms to
Group governance across the organization. The COVID-19
pandemic spurred the government to speed up efforts to
digitally transform healthcare, including deregulation. If we
do not match this with an even keener sense of the need
for speed, we will forfeit our leading position in the industry
going forward. We will therefore make growth investments
in both tangible and intangible assets to create new value
to meet the needs of a new era, targeting further growth as
a healthcare group that is one step ahead of the times.
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Financial Strategy

Financial Strategy

Overview of FY2021

In FY2021, although a resurgence of COVID-19 cases
impacted performance, consolidated net sales were up 7.3%
year on year. The Group posted a temporary loss, however,
mainly reflecting our response to quality issues in the
Pharmaceutical Manufacturing and Sales Business. These
and other factors led to a 18.7% year-on-year decrease in
consolidated operating profit. Consolidated EBITDA was
down 8.1% year on year.

In the Dispensing Pharmacy Business, although
medical institutions continued to put restrictions on health
consultations and patients still tended to refrain from visiting
hospitals or clinics, saw rising prescription volumes at
40 pharmacies opened in FY 2021, compared with 29 in
FY2020. Partly as a result, the overall number of prescriptions
was up 7.6% year on year, while the prescription unit price
rose 1.1%. Meanwhile, ongoing efforts across the Group to
contain costs along with other factors yielded net sales of
265.6 billion yen (up 8.8% year on year) and operating profit
of 13.0 billion yen (up 22.9% year on year).

In the Pharmaceutical Manufacturing and Sales Business,
sales of drugs newly NHI listed since 2019 have remained
brisk. However, several factors have worked to offset this.
These included a decline in selling prices of existing drugs

Net Sales
(Millions of yen)
SO0,000 299,392
268,500 278.951
241,274 245,687
223,468

200,000
100,000

0

following the April 2021 NHI drug price revision, temporary
losses on adjustments of defective inventory following

on quality issues at subsidiary Choseido Pharmaceutical,

and loss of drug inventories from a fire at the West Japan
Logistics Center, Nihon Generic’s contract logistics center. As
a result of these factors, the segment recorded sales of 44.8
billion yen (down 1.9% year on year) and an operating loss

of 53 million yen (compared with profit of 2.3 billion yen in
FY2021).

In the Medical Professional Staffing and Placement
Business, the doctor placement business saw significant
growth, including to meet demand for COVID-19 vaccination-
related services. Meanwhile, demand for the placement and
staffing of pharmacists continued to decline under the impact
of the pandemic. These and other factors resulted in sales of
6.9 billion yen (down 16.7% year on year) and operating profit
of 576 million yen (down 19.1% year on year).

Cash provided by operating activities was 19.4 billion yen,
cash used in investing activities was 9.3 billion yen, and cash
used in financing activities was 17.4 billion yen.

The balance of cash and cash equivalents as of March
2022 was down 7.3 billion yen year on year to 25.5 billion
yen.

Operating Profit and Operating Margin

(Millions of yen) (%)

12,000 6
10,587

8,000 4

4,000 2

0 0

2017/3 2018/3 2019/3 2020/3 2021/3  2022/3

Financial Policy

2017/3  2018/3 2019/3 2020/3 2021/3  2022/3

To achieve the Long-Term Vision — On the Road to 2030, the Group is embracing changes in the operating environment as
opportunities and pursuing a financial strategy that emphasizes a balance between growth investment, shareholder returns, and

fortifying the financial foundation.

1. Growth Investment

The Group invests in growth while paying particular attention
to the areas of human resources development, responding
to digital transformation of healthcare, and sustainability
management.

In the Dispensing Pharmacy Business, we will continue to
reinforce a pharmacy opening strategy that emphasizes a
balance between hospital-front and hybrid pharmacies. As the
COVID-19 pandemic continues to prompt active government
discussions about digital transformation of healthcare, we are
positioning the Group to capture developments in this area.
Guided by the Nihon Chouzai Group’s digital transformation
strategy, we are ahead of the industry in realizing healthcare
services in digital and online contexts. A current focus is
on expanding remote medication guidance at pharmacies
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nationwide by leveraging our NICOMS online pharmacy
service. We are also pursuing several initiatives drawing on
our electronic medication notebook Okusuri Techo Plus,
which already has more than 1.1 million subscribers, to
provide smart healthcare, create new customer experiences,
and improve customer satisfaction and maximize treatment
effectiveness. Furthermore, we are channeling efforts into
cultivating highly specialized human resources, such as
professionals to support the advanced online drug information
platform FINDAT, pharmacists certified in outpatient oncology,
and pharmacists to engage in at-home healthcare.

The Pharmaceutical Manufacturing and Sales Business saw
the completion in March 2018 of Nihon Generic’s Tsukuba
Plant No. 2, equipped with state-of-the-art manufacturing
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equipment and quality control systems. The relocation and
consolidation of research functions at that subsidiary’s
Tsukuba Research Institute in June of that year marked the
completion of a multiyear, large-scale capital investment
strategy. The utilization rate at Tsukuba Plant No. 2 increased
steadily in FY2021, and we are pushing ahead with sales
of newly NHI listed drugs and ramping up production
volume. Meanwhile, taking to heart the discovery of quality
issues with some drugs at Choseido Pharmaceutical, we
continue to take action based on the business improvement
plan we formulated, revising that company’s quality and
manufacturing control framework and product lineup. We also
shut down Choseido Pharmaceutical’s research arm, folding
it into the Tsukuba Research Institute of Nihon Generic. In
the Pharmaceutical Manufacturing and Sales Business, we
will work going forward to stabilize fixed costs under rigorous
cost control measures while pursuing a growth strategy
centered on further boosting sales and improving profitability
through expansion of the in-house production lineup.

In the Medical Professional Staffing and Placement

2. Shareholder Returns

Nihon Chouzai regards returning profits to shareholders as a
key management issue. Our basic policy is to return profits
to shareholders through stable dividends twice a year (interim
and year-end) while considering the internal reserves needed
to ensure future growth potential.

Furthermore, to express our gratitude to shareholders
for their constant support, as well as to gain greater
understanding of the Group’s businesses and encourage the
holding of Nihon Chouzai shares over the longer term, we
have set up a shareholder benefit program.

3. Fortifying the Financial Foundation

For a company to continue to grow, it is essential to build a
stable financial foundation. In FY2021, the Group worked to
draw down interest-bearing debt while expanding investments
to capitalize on digital transformation of healthcare.

While consolidated net sales rose 7.3% year on year, net
assets decreased by 4.0%, indicating greater asset efficiency.
We pushed forward with drawing down interest-bearing debt:
Net interest-bearing debt decreased by 10.5 billion yen,

Profitability Indicators

Business, while pharmacist staffing and placement
businesses continue to draw on the strengths of the Group,
we are now enhancing our focus on the doctor HR business.
Amid the ongoing impact of COVID-19 in FY2021, we
expanded placements of medical professionals to fill positions
related to nationwide vaccination efforts. The occupational
doctor HR business, which began in FY2020, continues to
expand in scale nationwide. We will continue to contribute to
improving the working environment of Japanese companies
by supporting more effective corporate health management.

Amount of Investment (Millions of yen)

2017/3 2018/3 2019/3 2020/3 2021/3 2022/3

Eha.rmacy 4238 4,679 3,215 8097 6,289 6,370
usiness
'k\)/'ar.‘UfaCtu””g 18,742 10,245 1,582 2,069 2,701 1,493
usIiness
HR business 45 89 291 84 98 249

Consolidated 23,344 15,316 5,254 12,025 9,492 8,362

Dividends Paid

ll Per share after adjusting for stock splits (left axis)

0
(;(gn) — Dividend on equity (consolidated) (right axis) (@8)
25.0 25.0 25.0 25.0 25.0 25.0
20 2
10 1
0 0

2017/3  2018/3 2019/3 2020/3 2021/3  2022/3

reflecting in part a 17.0 billion yen decrease in long-term debt,
to 31.0 billion yen—its lowest level since FY2012. Meanwhile,
net assets increased by 3.0 billion yen due in part to higher
retained earnings. Consequently, the equity ratio rose 2.8
points year on year to 29.6%, reflecting a significantly more
stable financial foundation.

Going forward, the Group will continue striving to fortify the
financial foundation to support further growth.

The Group considers consolidated EBITDA to be a key
indicator of profitability, which helps guide our efforts to
continuously grow the business while maintaining earnings
through aggressive growth investments in the Dispensing
Pharmacy and Pharmaceutical Manufacturing and Sales
Businesses. We also stress cash flow to drive business
growth and enable stable dividend payments, and seek to
boost capital productivity. We strive to maximize corporate
value in these ways.

In FY2021, the company posted temporary losses due to
the above-mentioned quality issues in the Pharmaceutical
Manufacturing and Sales Business. Consolidated EBITDA
was down 8.1 % year on year as a result, to 14.9 billion
yen. In FY2022, we expect a significant recovery in
EBITDA to 17.6 billion yen, supported by recovery in the
Pharmaceutical Manufacturing and Sales Business.

Although total asset turnover and financial leverage
remained at high levels, ROE was down 0.1 point year on
year, from 7.3% to 7.2%. The decline reflected a lower net
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profit margin attributable to owners of parent, due in part
to temporary losses related to the quality issues in the
Pharmaceutical Manufacturing and Sales Business.

Net profit total asset financial

ROE = margin turnover leverage

20213 7.3% = 1.3% x 150.0% x 383.5%
2022.3 7.2% 1.2% x 164.0% x 355.3%

EBITDA
(Millions of yen)
20,000

17,127
15000 14037 14505 15491 18286 4,47
10,000
5,000

0

2017/3  2018/3 2019/3 2020/3 2021/3  2022/3
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—— Value Creation Process

Value Creation Process

S
9
o1
. . o
Social Issues Demand from Society -
Issues and
Demands W Super-aging society  m Adverse drug m Unused W Response to B Family pharmacist system B Next-generation pharmacies using
in Society (“2025 Problem”) reactions caused medications pandemic digital transformation
Rising medical expenses, by polypharmacy
shortage of doctors (multiple medications)
Human Capital Intellectual Capital Financial Capital Manufacturing Capital Natural Capital Social Capital 5
©
W 65.8% of all 5,647 W Market-leading digital B Round of large-scale W 697 pharmacies (end of B Pharmacies B Robust collaboration with =
employees with high transformation (Investment: approx. capital investment FY2021) Shift to LED lighting hospitals that provide advanced 9
degree of expertise 10.4 billion yen over 5 years) (FY2016: 23.3 billion yen; . . Refurbished - medical care 3
fota - ; 8 FY2021: 8.3 billion yen) W Five drug manufacturing efurbished water-conserving . S
B Pharmacists : 3,650 B Ongoing research of generic y plants toilets B Health Check Stations opened ®

Registered dieticians : 63
(end of FY2021)

M Active HR investment
Education: 660 million yen
(over 5 years)

drugs (Investment: 14.7 billion
yen over 5 years)

m Strong brand recognition: over
40-year track record in advanced

healthcare, widely recognized
among pharmacists

M Total assets: 178.7 billion
yen (end of FY2021)

One research facility

M Plants
In-house power generation
from solar panels
Installation of mist spray
cooling devices
Introduction of carbon neutral
city gas

B Number of patients*:
11.59 million (FY2021)
*Total number of pharmacy visits.

MW Providing an electronic
medication notebook platform

I

)

g

Our Mission A Distinctive Business Model Strategies Our Ideal for the Group in 2030 5

@

=

1] :

s

Pharmacy Openings Focused on 5

To give people the Dispensing Balance
Business g p p Pharmacy Business T h e m o St
e closest possible 2 trusted partner
supporl: Digital Transformation Strategy in healthcal‘e
Pharmaceutical @
Manufacturing and H =
Sales Business ) . 5
Active Recruitment and S
Education of Human Resources <
Human Capital Intellectual Capital Financial Capital Manufacturing Capital Natural Capital Social Capital
W Sales per employee: 53.9 W Highly secure proprietary B Total dividends paid: 749 W Pharmacies: Generic drug B Recycled waste: 104 tons M Presence at university hospitals

million yen (FY2021) system million yen (FY2021) use 89.3% (end of FY2021) (FY2021) nationwide: 56.0% (as of July 2022) o
W Promoting women’s B Pharmaceuticals: Newly NHI B Stock price: 1,330 yen (end B Plants: Generic drugs B Water usage: 79,300 tons B Number of prescriptions: 15.3 million ‘_:3
advancement: Full-time listed drugs = 15 (FY2021) of FY2021) manufactured in-house 267 (FY2021) (FY2021) (up 7.6% year-on-year) o
Outcome female employees = 70.5%" B Brand recognition: Ranked B ROE: 7.2% (FY2021) Izem?_ (e"fd of FYc2102f1l):Y2020 B CO: emissions (FY2021): B Electronic medication notebook =
m Growth in certified personnel No. 1 in four categories of (*up five from end o ) Scope 1: 5,766 tons t-CO.e Okusuri Techo Plus subscribers: 1.1 o
B Decrease in turnover rate company popularity among W Significant increase in Scope 2: 35,205 t-CO-e million (as of June 2022) ©
job-seeking graduates manufact_urlng capacity due (*up 250,000 from August 2021) ©
to operation of new plant M Job placement support*: up 33% e
for pharmacists, up 1,585% for 9
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— Stakeholder Engagement

Stakeholder Engagement

Patients
and customers

y we engage

As a medical institution that provides quality healthcare throughout
Japan, we believe pursuing the care that patients and customers
demand is essential for the long-term development of our company.
The Nihon Chouzai Group is constantly striving to ensure that
patients and customers can receive the best possible healthcare
without worry at our pharmacies and through our online pharmacy
service throughout Japan.

The Nihon Chouzai Group seeks to hold constructive dialogues with stakeholders in each of its business areas

to identify their expectations and needs and to work together to help resolve the issues facing the entire society.

Going forward, we will continue to work to deepen trust with stakeholders, build relationships that enable

mutual flourishing, and increase corporate value.

Stakeholders’ concerns

M Provision of high-quality healthcare through the safe, secure Nihon
Chouzai brand

H Ability to receive the proper pharmacy services whenever needed
nationwide

M Online pharmacy service that brings together high medical quality
and convenience

M Supply of high-quality pharmaceuticals

How we respond

M Providing high-quality healthcare at Nihon Chouzai pharmacies in
all prefectures in Japan

H Providing high-quality generic drugs under the Nihon Generic
brand

M Providing Nihon Chouzai’s online pharmacy service NiCOMS

Il Addition of two-way communication function to the electronic
medication notebook Okusuri Techo Plus

Medical

institutions
(hospitals, pharmacies)

and healthcare
professionals

As a medical institution and as healthcare professionals responsible
for regional healthcare, the Group collaborates with other medical
care providers to better serve patients and local communities. In this
way, we contribute to upholding a sustainable healthcare system

in Japan. In addition, for medical institutions facing a shortage

of medical staff, we are helping to redress regional disparities in
healthcare by supplying appropriate medical personnel through the
Group’s Medical Professional Staffing and Placement Business.

M Collaboration with medical institutions to build sustainable
community healthcare frameworks

M Redressing regional healthcare disparities caused by a shortage of
medical personnel

H Cooperation with highly specialized pharmacies and pharmacists

Il Healthcare collaboration by highly specialized pharmacists with
regional medical institutions

M Staffing and placement businesses that connect medical
institutions and healthcare professionals while avoiding poor fits

M Ensure the safety and quality of drugs

Employees

To achieve sustainable growth, it is vital to create workplaces where
employees can take pride in their work as professionals supporting
healthcare in Japan. The Nihon Chouzai Group is working not only to
foster supportive, fulfilling workplaces, but also carry out employee
engagement surveys to enhance employee satisfaction.

Il Workplaces where employees can continue to work with a sense of
security

M Diversity and inclusion initiatives
M Fulfilling work that can contribute to healthcare in Japan
H Maintaining stable employment

Il Offering working environments at financially sound medical
institutions

Hl Providing a wide range of job positions that offer fulfilment as a
healthcare professional

M Stable employment in the Nihon Chouzai Group (salary, benefits)

Il One of the industry’s best training programs

M Providing flexible career plans that empower women in the
workplace

and investors

As a company listed on the Prime Market of the Tokyo Stock
Exchange, the Group places importance on appropriate disclosure
and constructive dialogue with shareholders and investors to
achieve sustainable growth and build corporate value over the longer
term. Feedback and demands obtained through interactions with
shareholders and investors are promptly shared within the Group and
reflected in management and investor relations activities.

M Sustainable growth

M Longer-term improvement in corporate value
M Stable shareholder returns

H Appropriate disclosure

B Engagement activities with stakeholders and investors

M Growth strategies to achieve a sound financial structure and
sustainable growth

H Stable shareholder returns

Government
agencies

Effective collaboration with government agencies is indispensable to
the Group’s businesses. The Nihon Chouzai Group will continue to
engage with government agencies to contribute to Japan’s regional
healthcare system.

M Provision of healthcare with guaranteed safety and stability
W Cooperative efforts with government agencies

H Reduction of medical expenses

[l Understanding of ministry and agency policies

M Efforts to develop, manufacture, sell, and ensure a stable supply
of high-quality generic drugs

Il Promoting generic drugs to reduce medical expenses

H Contributing to regional healthcare in Japan

M Efforts to achieve digital transformation of healthcare

Society

As we seek to contribute to regional healthcare, cooperative efforts
with various stakeholders in our communities are crucial to our
businesses. The Group will continue to provide the best-possible
healthcare throughout Japan to ensure that patients and customers
can lead their daily lives with a sense of security and safety.

M Regional healthcare stations

M Family pharmacies and pharmacists

Il Actions to contribute to society

H Expansion of pharmacies with specialized functions such as
collaborating with medical institutions and providing advanced

M Functions to support community residents in staying healthy and
to offer nutrition consultations

Hl Providing a safe and secure community healthcare system through
dispensing pharmaciesPharmacy-based community healthcare
frameworks to enable people to lead their daily lives with a sense
of security

M Nationwide expansion of specially certified pharmacies, such as

healthcare regional cooperation pharmacies, specialized medical institution
cooperation pharmacies, and health support pharmacies
As a Group that is involved in a broad range of business areas, B Stability B Sales of healthcare related products
Business it is critical that we maintain solid relationships with all of our B Growth potential B Economies of scale
business partners. By building a robust supply chain, we will seek to B Product B Sound fi ial i
partners provide stable, quality medical services to patients and customers roducts ound tinanciat position
M Services M Sales of goods and services

| Shareholders

nationwide.
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— At aglance

Business Portfolio

Pharmaceutical

Dispensing Manufacturing Dispensing . )
Pharmacy Business and Sales Pharmacy Business Medical Professional
83.7% Business 96.3% Staffingand
14.19% Placement Busines
\— 3.7%
Fy2021 ‘c FY2021

Net sales Medical Professional Operating profit
317.4 Staffingand 13.5
billion yen* Placement Busines billion yen*
2.2%

*Consolidated sales and operating profit are the total of the three main business segments. Adjustment amounts have not been subtracted. Percentages
are rounded to the nearest unit.

*Since it posted an operating loss of 53 million yen during the fiscal period, results of the Pharmaceutical Manufacturing and Sales Business are not
reflected in the consolidated operating profit graph.

Net sales 265.6 billion yen
Operating profit 13.0 billion yen
Pharmac_ies with family 859,
Dispensing Pharmacy Business B P33 Pharmacists -
Pharmacies conducting at-home 93%

Nihon Chouzai Co., Ltd., other dispensing subsidiaries
healthcare (one or more visit per year, as of the end of June 2022)

1l Providing high value-added information
/ ‘ and services
ey

Supporting customers through four businesses
. "'; based on medical big data

o 2 | i i |
Information Provision and Drug information Sur\{ey and research
. . B Pa1 service service
Consulting Business . )
Japan Medical Research Institute, Inc. M Advertising media M Data health support
*Information Provision and Consulting Business results are included in the Dispensing Service SerVice

Pharmacy Business segment.

A manufacturer of a full line of generic drugs

Core Competencies of the Nihon Chouzai Group

The Nihon Chouzai Group is drawing on expertise gained
through the nationwide growth of the core Dispensing Pharmacy
Business to expand into other healthcare-related fields through
our Pharmaceutical Manufacturing and Sales Business and our
Medical Professional Staffing and Placement Business.
Professional With the Dispensing Pharmacy Business at the core, we are
Staffing and Pharmaceutical harnessing powerful synergies through organic collaboration

Placement Manufacturing and between the three main businesses as we pursue growth across
Business Sales Business
the Group.

Dispensing
Pharmacy Business

—— Core Competencies Centered on the Dispensing Pharmacy Business

01 Pharmacy network development capabilities centered on a history of organic growth since the company’s founding
02 High specialization and ability to support advanced medical care nationwide

03 Long-standing ability to incorporate ICT, including in-house developed dispensing systems and processing/
analysis of big data

04 Organizational ability to respond on a national scale to changes in public policy and the environment
05 Being first off the mark in forward-looking risk-taking and investment

anjep ajealn ap\ MOH

Taking the Lead in the Japanese Pharmacy Market

Consolidated net sales Per pharmacy sales

Consolidated

Number of pharmacies

net sales Sales o 3 . 378 million yen
growth for 299.3 billion yen 71 N0.1
17 (as of June 30, 2022) 123

in a row million yen

51.8
billion yen .
. Average of other companies ~ Nihon Chouzai
FY2004 Fy2021 FY2020 FY2021
* Listed on Tokyo Stock Exchange
(TSE), Second Section Pharmacies serving all prefectures Result of a pharmacy network strategy

focused on per pharmacy sales

* Nihon Chouzai estimate based on materials disclosed by
the Ministry of Health, Labour and Welfare (MHLW)

Addressing Healthcare Issues Facing Japanese Society

Sales growth for 17 years in a row in Japan, mainly three major
since TSE listing metropolitan areas

Net sales 44.8 pillion yen
I Operating profit (0) billion yen
= Number of drugs on 642

Pharmaceutical Manufacturing
- the market
and Sales Business B Pa3

(including two over-the-counter drugs)

Development and

Nihon Generic Co., Ltd., Choseido Pharmaceutical Co., Ltd. .
manufacturing bases

5plants 1 laboratory

An HR services company specializing in
professionals in healthcare fields

Net sales 6.9 billion yen

Operating profit 576 million yen
Medical Professional Staffing P - - @
and Placement Business B/ p4o Reliability @ | S 20N
Medical Resources Co., Ltd. 1002045 .:;.;‘;;’,‘1:.., 1816018 1o gOW015,

LES0101801)
BERGESEHEE mrmen O
)

*as of the end of March 2022
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Proportion of generic drugs Staffing, placement job offers Electronic medication
. . notebook subscribers
No.1 79.0% 89.3%% Average job offers for 1
healthcare professionals No.

L L +80,000... 1,100,000

(as of September 2021)
Promoting generic drug use by harnessing
strong synergies with the Pharmaceutical
Manufacturing and Sales Business

*discontinued products have been excluded from
calculations

0 n . as of June 2022
Providing high-value-added services

with superlative matching quality Enhancing convenience and

supporting patient health

* Nihon Chouzai estimate based on materials disclosed by
listed pharmacy chain operators.

Support for Advanced Medical Care

Proportion of hospital-front
pharmacies

Proportion of Nihon Chouzai Prescription unit price
pharmacists certified in 17.052
) yen

(Gnlversitvihcselialalgonaralbospitaisioie) outpatient oncology by JASPO*

61.1%

as of July 1, 2022

Ongoing strategy of opening pharmacies
with an emphasis on balance between
hospitalfront/on-site pharmacies and hybrid
pharmacies

26

9,857yen
1 in 3 pharmacists |_|

as of the end of May 2022
. L National average Nihon Chouzai
Placement of highly specialized FY2020 FY2021

pharmacists such as those
accredited by an academic society
* Japanese Society of Pharmaceutical Oncology

Track record of handling highly
specialized drugs
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— Overview of Long-Term Vision and Strategy

Overview of Long-Term Vision
and Strategy

Strategies for Making the Long-Term Vision a Reality

In April 2018, Nihon Chouzai announced a long-term vision describing the kind of company we want to be in 2030. Embracing major changes in the operating environment as opportunities g
The business environment for the Group is undergoing dramatic changes, including the super-aging society S
in Japan and the global spread of COVID-19. 5
Embracing these dramatic changes as opportunities, we summarize on this page the strategies and results =
we are targeting to achieve substantial growth. -
E
ot
5 8
g c
o
: ; Growth of the Increasingly sophisticated  Digital transformation
< u=.| aging population healthcare of healthcare
° @ @ g
o R -
% = g 2 @
> 5 = e 2
3 @ 0 s
(@] -

Functional differentiation Industry
of pharmacies restructuring
T
o
g
s
o
(9]
@
=
# o ®
: o 5
- [\]
Our Ideal for the Group in 2030 Z
Th e m OSt t I‘u Sted pa I't I‘I e I‘ New pharmacy Digital Active recruitment and
= openings focused on Transformation education of human
l n h ea I th Ca I‘e balance Strategy resources
2
1%
5
>
Long-Term Vision2030 n E E -
<
More robust Greater Pursuit of quality
Group Sales Becoming Market Share profitability efficiency and safety
a 1 trillion M Expanding group M Functional W Proper medication
yen o synergies centered on differentiation of use and prevention of
company ‘ \ D g the Dispensing Pharmacy pharmacies medical malpractice .
0 .
® 8 Business [l Promotion of generic [l Stable supply of higher- %
Dispensing Pharmaceutical Fe ] i i
Pharmacy Manufacturing and ﬁ 8 : 5:;?1?223,23’ i‘crl:house drugs quality drugs QQJ‘
Business Sales Business in the Pharmaceutical u Beview of product @
1 00 " 1 50 y Manufacturing and Sales lineup o
’ ° Business M Growth of online 3
® Expansion into new areas healthcare S
in Medical Professional =
Staffing and Placement o)
We set Group sales of 1 trillion yen as the scale of business we aim Businesses

for in 2030. To achieve this target, we project capturing a 10% share
of the pharmacy market and a 15% share of the generic drug market.
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Risks and Opportunities

Key Risks and Opportunities Projected
in Carrying Out the Long-term Vision

At Nihon Chouzai, to achieve our long-term vision, we will seek to identify and address risks, embrace
opportunities as a force driving future growth, and harness strong synergies between our businesses to realize

dramatic growth.

Changes to the
Healthcare System

» Changes in dispensing fees and reductions
in drug prices due to national drug price
revisions

« Entry of outside players into the pharmacy
industry due to deregulation

» Waning competitiveness of existing business
models

¢ Accelerating restructuring in the pharmacy
industry due to revisions of dispensing fees and
drug prices, deregulation, and other factors

« Expansion of online medical care and digital
transformation of healthcare due to healthcare
system reforms

» Accelerating restructuring in the generic
drug industry due to the impact of drug price
reductions

Dispensing Pharmacy Business

¢ Develop an expanded pool of more highly sophisticated,
highly specialized medical personnel in line with the Vision
of Pharmacies for Patients

* Expand business areas and pharmacies with functions
ranging broadly from advanced medical care, disease
prevention, and pre-symptomatic illness to prevention of
progression and at-home healthcare

e Increase the customer base through pharmacy openings
focused on balance and growth of existing pharmacies
based on the pharmacy network strategy

« Transform core businesses through digital transformation
of healthcare, create new services and businesses, and
transform business processes

Pharmaceutical Manufacturing and Sales
Business
» Develop highly profitable newly NHI listed drugs

» Boost profitability by reviewing the product lineup and
expanding the weight of in-house manufactured drugs

Safety and Quality
of Medical and

» Uunexpected serious drug side effects or
harmful drug interactions
 Greater time and effort required to meet

« Ensuring safety and enhancing reliability by
promoting proper drug use

Dispensing Pharmacy Business

« Enhance educational programs and facilities to ensure the
proper use of drugs

Pharmaceutical Manufacturing and Sales
Business

» Provide employees with rigorous quality control and

Pharmaceutical stricter regulations on drug manufacturing * Enhancing reliability through proper « Introduce, expand, and ingrain quality management manufacturing control education
: manufacturing and quality control of drugs ; : ;
Products and quality » Operate and regularly monitor manufacturing and quality
control framework
» Disruption in the supply chain and mounting Dispensing Pharmacy Business Pharmaceutical Manufacturing and Sales
procurement costs in pharmaceutical . ' . ' Business
: . . . « Pursue synergies with the Pharmaceutical Manufacturing
manufacturlng and sales due to global Responsible sales anq provisions of drlugs and Sales Business to achieve stable procurement of « Ensure a stable procurement framework by securing a
Stable Supply of circumstances based on a stable, efficient supply chain enoric druas second source of drug substances and coordinating with
Pharmaceuticals « Failure to achieve manufacturing and » Construction of a production framework to g g contract manufacturers

sales targets due to supply and demand
disruptions in the demand structure in the
pharmaceutical industry

achieve both stable supply and profitability

» Achieve stable drug supply through tie-ups with
pharmaceutical wholesalers nationwide

» Ensure a stable manufacturing framework by upgrading
facilities and reviewing the product lineup

Securing Human
Resources Needed
to Operate, Grow

» Shortage, poor fits of personnel to support
business strategies, declining labor
productivity

« Business expansion drawing on strengths in
human resource development and recruitment,
provision of competitive services

Group-wide

» Secure highly skilled professionals and develop employee training programs

¢ Recruit and train high-quality new pharmacist graduates

Businesses « Secure highly skilled medical personnel through synergies with the Medical Professional Staffing and Placement Business
« Stable operation and expansion of businesses G id
) " . . ) ; roup-wide
Increasingly « Interruption of services and business due to gnd services grounded in an information security P . N . . .
Sophisticated Digital cybercrime, personal information leaks infrastructure « Transform core businesses through digital transformation of healthcare and create new services and businesses
e « Waning competitiveness of current business * Leveraging digital transformation of healthcare « Develop a more robust information security and personal information protection framework as part of the business
. gy models to offer new services that address changes in infrastructure and thoroughly train employees

Security Threats patient and customer behavior and changes in

social infrastructure

¢ Reinforce measures to prevent information security incidents and strengthen response capabilities

Climate Change and
Pandemics

« Higher costs due to stricter environmental
regulations

» Suspended operations and degraded
services due to large-scale natural disasters
and global pandemics

» Mounting needs for services and products
to address changes in consumer behavior
and lifestyles due to increased environmental
awareness

» Growing needs for online medical care
necessitated by large-scale disasters and
pandemic outbreaks

Dispensing Pharmacy Business

« Provide smart healthcare that enables medical
consultation, medication guidance, and drug receipt to be
carried out entirely online

Group-wide

» Conduct and review of business continuity planning B p70
and augment resilience to prepare for natural disasters and
other large-scale disasters

Medical Professional Staffing and Placement
Business
¢ Address medical personnel shortages in regions with

insufficient medical resources to better prevent the spread
of infectious diseases and uphold healthcare frameworks
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ansformation Strategy

Digital Transformation
Strategy

Achieving sustainable growth by incorporating
— digital transformation and sustainability into

the management strategy

Five Digital Transformation Strategies

transform our businesses, focusing on the areas of core
business reform, new business creation, and work process

Nihon Chouzai is targeting dramatic growth as we move
forward in achieving our long-term vision for FY2030.
To support such growth, we have formulated five Digital
Transformation Strategies to meet changes in the environment
and provide new services that will bring innovation to the
healthcare industry in Japan.

The five Digital Transformation Strategies will significantly

Providing smart healthcare

reform. Through these approaches, we will provide new value

to a wide range of stakeholders, not only the patients and

consumers who receive our services but also medical facilities,

regional society, shareholders, and employees.

Providing smart healthcare, where anyone can receive health consultation, medication guidance, and drug delivery

seamlessly online

Five Digital
Transfor-
mation
Strategies

E Creating new customer experiences
Creating new customer experiences by fusing brick-and-mortar and online pharmacies

ﬂ Using digital technology to provide value-added information
Providing value-added information through the FINDAT drug information platform

Improving customer satisfaction and maximizing treatment efficacy
Improving customer satisfaction and maximizing treatment efficacy by expanding touchpoints using Okusuri Techo Plus

E Improving work efficiency and shifting to patient-centered work
Using digital technology to streamline operations, reducing time spent with materials and creating time for patient-centered work

IfJ:I Patients and consumers

* Enhanced convenience, prevention of illness
progression

* More robust at-home healthcare

* Supporting disease prevention and pre-
symptomatic illness of local residents

Provided « Providing high-quality medical care by
enhancing interpersonal services

* Prevention and early detection of drug side
effects

* Proper drug use based on efficacy, safety,
and cost-effectiveness

* Balance of safety and efficiency of
dispensing work

Value

| |
@ Medical institutions

* Support for gathering
drug information

Regional society
EE\:I (educational institutions,
local governments)

* Reducing regional disparities in
healthcare

* Responding to health and lifestyle
issues through multi-professional
collaboration in the community

 Sustainable healthcare provision
* Use of information at universities

M Shareholders

» Sustainable corporate growth
© Minimizing risk

8 Employees

* Working style reforms through
greater work efficiency

* Heightened expertise through
shift from materials- to patient-
centered work

* Providing a range of opportunities

and other educational institutions for active involvement

Digital Transformation Strategy Shaping New Pharmacy Services

rom thevalue  GF [ 8 p3s

Nihon Chouzai’s Online Pharmacy
Service NiCOMS

NiCOMS, an online pharmacy service developed by Nihon
Chouzai, allows users to connect online with Nihon Chouzai
pharmacies throughout the country and receive medication
guidance from a pharmacist either in-pharmacy or at home.
The service also delivers drugs to patients’ homes. Customers
taking care of small children, busy with work, or who live far
away from a pharmacy can easily use of this service on their
smartphones or computers.

Strategy [ Providing smart healthcare
in Action | [ Creating new customer experiences

NIHON CHOUZAI INTEGRATED REPORT 2022

Who benefit:
fron? thznzlje ':II}' !] P38

Electronic medication notebook
Okusuri Techo Plus

In addition to functions for sending prescriptions, keeping
an electronic record of medications, managing health, and
keeping a calendar, the notebook has a function that allows
users to communicate with pharmacy staff via a chatbot
format. The pharmacy can provide even closer support for
customers’ health by enabling ease of consultation about
medication.

Strategy | [l Providing smart healthcare
in Action | B Creating new customer experiences

H Improving customer satisfaction and maximizing
treatment efficacy
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W

ihon Chouzai regards ICT as a key fe

%

.

incorporate digital transformation into healthcare; the Nippon Chouzai Group’s digital
transformation strategy is further evolving to provide new value to patients, medical institutions, and

local communities.

tom thavalue P | [o] B p3s

Remote Healthcare Search Service NiCO Navi

To give patients access to healthcare anytime, anywhere, we
are providing online medical information in collaboration with a
telemedicine service emote healthcare service and our online
pharmacy service NICOMS. With NiCO Navi, users can choose
the medical institutions and pharmacies from which they want
AUSTVERER

(% NiCOFE

to receive telemedicine
serviceonline
healthcare and
medication guidance,
enabling end-to-end
online healthcare.

Strategy | [l Providing smart healthcare
in Action | B Creating new customer experiences

H Improving customer satisfaction and maximizing
treatment efficacy

=

fomthevaiie  SF | 0 £ ) P39
Drug information platform FINDAT

FINDAT is Nihon Chouzai’s online drug information platform

for healthcare professionals. The platform evaluates drug
information gathered from an extensive data sources, including
original articles, drug databases, and regulatory guidelines in
Japan and overseas, and provides them online. FINDAT helps
medical institutions provide patients with quality healthcare
services by reducing the drug
information gathering workload,
facilitating the shift from materials-
to patientpeople-centered work,
and enhancing team-based
medical care.

@B FinDaT

Strategy | [E Improving customer satisfaction
in Action and maximizing treatment efficacy

A Using digital technology to provide value-added information
E Improving work efficiency and shifting to patient-centered work

Who benefit
Tom e, 2
Renewal of the Dispensing System

As part of our digital transformation of healthcare, we are moving
forward with a project to renew the dispensing system, the core
system used by pharmacies. In addition to better enabling us

to provide healthcare best suited to patients, whether through
brick-and-mortar pharmacies, online pharmacy services, or at-
home healthcare, the system will also support a broad array of
digital transformation initiatives, including improving operational
efficiency and process management at pharmacies.

Strategy | [l Providing smart healthcare
in Action | B Creating new customer experiences

H Improving customer satisfaction and maximizing
treatment efficacy

Who benefits
from the value EE:I ﬁ(%

Supporting Operation of Multiple Pharmacies
with Cloud-Based Service JP-Dream

JP-Dream is a cloud-based operational improvement tool
designed for multiple pharmacies. We have rolled out the
service to all pharmacies of the Nihon Chouzai Group,
achieving greater efficiency of various pharmacy management
operations previously carried out by pharmacists. The service
frees up more

time for the FhP O
patient-centered |
work increasingly
demanded of

pharmacists.

Strategy | ] . - —

in Action H Improving work efficiency and shifting to patient-centered work
Who benefits
from the value I:Il:fl:I ﬁc% !I pat

Automation of Dispensing Work

By promoting the operational efficiency of pharmacies through
automation, we support pharmacists’ shift to more patient-
centered work, raise the quality of healthcare services, and
improve patient safety.

Strategy

in Action | H Improving work efficiency and shifting to patient-centered work

Who benefits
from the vallue Ifl:fL" ﬁc%
Online Insurance Eligibility Verification System

Medical institutions and pharmacies must verify the accuracy
of patient insurance eligibility information. By using patients’
Individual Number Cards (equivalent to tax ID number cards),
the system allows this step to
be performed quickly. The use
of Individual Number Cards
avoids the conventional process
whereby pharmacy staffs enter
and verify information from
health insurance cards. Using
face recognition in the reception
step offers the benefit of being
able to easily complete the
verification process online easily.

Strategy | [l Providing smart healthcare
in Action | B Creating new customer experiences

H Improving customer satisfaction and maximizing
treatment efficacy

n Using digital technology to provide value-added information
H Improving work efficiency and shifting to patient-centered work

* Drug information operations involve gathering and handling evidence and information needed to optimize the benefit-risk balance of drug treatments.
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—— Business Overview - Dispensing Pharmacy Business

Dispensing Pharmacy Business

Nihon Chouzai Co., Ltd., other dispensing subsidiaries

Long-Term Vision

— Growth Strategy

achievements.

H Capacity to respond
to diversifying
medical needs

“To give people the closest possible support,” Nihon Chouzai has always sought to tackle healthcare issues head-on, even
as those issues have shifted drastically with the times. The Group’s growth is not tied only to meeting the immediate needs of
patients—we take pride in having been able to anticipate the times, flexibly embrace change, and work to address social issues
that are just over the horizon.

By further reinforcing the three strengths that have supported our growth to date, we will continue to realize dramatic

Approximately 70% of Nihon Chouzai pharmacies are located in front of or on the premises of university hospitals
and major regional hospitals that provide advanced healthcare. We are also consistently ahead of the industry

in responding to diversifying medical needs. The Nihon Chouzai brand continues to grow as a comprehensive
healthcare brand as we support regional healthcare collaboration and at-home healthcare, offer online pharmacy
services, and expand our health support functions, such as for pre-symptomatic iliness and disease prevention.

H Robust organization
(group synergies)

Nihon Chouzai can harness a range of innovative problem-solving capabilities to respond to changes in the healthcare
environment in Japan, which is actively moving forward with reforms to the healthcare system. Maximizing the group
synergy created by our healthcare-focused business portfolio, which makes us stand out from our peers, we respond
agilely to revisions to dispensing fees and drug prices and calls for digital transformation of healthcare.

H Capacity to
respond to digital
transformation of
healthcare

irtuous cycle
of human
resources

Recruitment
and HR

‘ investment

NIHON CHOUZAI INTEGRATED REPORT 2022

Since its founding, Nihon Chouzai has actively incorporated ICT into its business activities, drawing on advanced
innovation capabilities. Since the 1990s, we have been pursuing digital transformation strategies in the
healthcare field, such as the in-house development of dispensing systems and the Okusuri Techo Plus electronic
medication notebook. As demand for “smart healthcare” increases, we will lead the way in transforming the
healthcare industry through remote medication guidance and other initiatives.

Capacity to respond
. to diversifying medical
needs

High degree of expertise

High Quality

Extensive experience Strong brand recognition

Resilience to changes in

|- 2 public policy
2 | Robust organization v No.ly . .
vy W~ Resilience to changes in

the environment

Flexibility
Adaptability to change

Capacity to respond to (0SNE) Systir: ‘;‘i‘;ﬁ:%‘;’“e“t Pioneer
3 digital transformation E{&N\K} P . -
of healthcare Q D4 Rapid updates Innovation capabilities
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 Netsales
h A

I Segment sales-(millions of yen)

| I 2%1.001
205,192| 208,622

Procurement

[ Ordering support system
(automatic ordering)

M Drug distribution
between pharmacies

[l Stable procurement of
high-quality generic drugs
from the Pharmaceutical
Manufacturing and Sales

Business

Stable supply of high-quality
generic drugs under the JG
brand of Nihon Generic

total net sales

H More efficient drug

83.7%

Filling prescriptions
and dispensing

dispensing work through

automation

[ Support for online
insurance eligibility
verification

H Preparing for lifting of
restrictions on electronic

prescriptions

W Okusuri Techo Plus

electronic medication

notebook

m—

Improving customer

satisfaction and quality of
healthcare with electronic

medication notebook
developed in-house

and sales

M Building a next-generation
dispensing system

W Home visiting guidance

[l Drug delivery service

M Okusuri Techo Plus function
to connect patients with
pharmacies

H Online pharmacy service
Nihon Chouzai’s online
pharmacy service, NiCOMS,
allows users to receive
medication guidance from a

pharmacies throughout the
country.

Medication guidance

Proportion
of total
operating
profit
96.3%

|l Value Chain and Competitive Advantages of the Dispensing Pharmacy Business

Cooperation with
medical institutions

W Home visit reports, tracing
reports

M Participating in hospital
discharge and community
care conferences

H Collaborating in oncology
treatment

M No. 1 in number of
certified pharmacies

The Nihon Chouzai nationwide
pharmacy network includes
specialized medical institution
cooperation pharmacies

and regional cooperation
pharmacies, which serve

as hubs for advanced and
regional healthcare.

I Market Environment

Drug Dispensing

Expenses (trillions of yen)

Against the background of the COVID-19
pandemic, the Japanese government is

Others

87.4%

Market Share

Number of
Pharmacies Under
Same Management

1
2~9
10~-19

pushing to reform the healthcare system
and implement digital transformation of
healthcare. April 2022 saw the deregulation
of remote medication guidance and

the introduction of a refill prescription
system. These government reforms to

the healthcare system are helping to spur
realignment in the pharmacy sector, which
is expected to lead to fewer pharmacies
and greater consolidation of pharmacies.

34

71 Top-five .

7.0 pharmacy
and drugstore
operators

12.6%

FY2020

FY2013 FY2015 FY2017 FY2019 FY2020

20~29
30~39
40~49
50~99
100~149
150~199
200~499
500 or more
No response

Market size, market share: Prepared by Nihon Chouzai based on MHLW, “Trend of Dispensing and Medical Care

Expenses” and based on the securities reports of each company.

Number of pharmacies under same management: MHLW, “Fact-Finding Survey Report for Achieving the Vision of

Pharmacies for Patients,” March 31, 2017
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Business Overview - Dispensing Pharmacy Business

Growth Strategy

Pharmacy network strategy focused on balance to meet a broad array of patient needs

To provide high-quality healthcare services nationwide,
Nihon Chouzai is pursuing a balanced pharmacy network
strategy. Based on the family pharmacist and pharmacy
functions stipulated by the Ministry of Health, Labour and
Welfare, we distinguish our pharmacies between those

that offer advanced pharmaceutical management requiring
highly specialized knowledge and those that offer health
support functions that contribute to better pre-symptomatic
illness and disease prevention in the community. We have
pharmacies in all 47 prefectures in Japan.

Hospital-front/On-site pharmacies

Located near or on the premises of university
hospitals and major regional hospitals

that provide advanced healthcare, these
pharmacies offer advanced healthcare

serving a wide range of medical specialties.

As hospital-front/on-site pharmacies often fill
prescriptions for drugs that require advanced
pharmaceutical management, highly
specialized knowledge and skills, as well as the
highest level of medical services, are required.

Pharmacies with various functions

The Vision of Pharmacies for Patients announced by the
Ministry of Health, Labour and Welfare (MHLW) set forth
concrete functions required of pharmacists and pharmacies
going forward. A system allowing prefectural governors to
certify certain pharmacy functions was launched in August
2021; it is now possible to be certified as a specialized
medical institution cooperation pharmacy or as a regional
cooperation pharmacy. Nihon Chouzai is developing a
network of pharmacies offering a range of other functions as
well. These include health support pharmacies, which meet
standards for health support functions set by the MHLW,
such as the ability to offer consultation on a wide range

of health-related issues; certified Nutrition Care Stations,
accredited by the Japan Dietetic Association as community
hubs where local residents can easily receive nutritional
care support and guidance; and pharmacies equipped with
a Health Check-Up Station, a distinctive initiative of Nihon
Chouzai to help local residents stay healthy and to deal with
pre-symptomatic illness and disease prevention.

Regional cooperation pharmacies

Pharmacies, authorized by prefectural governors, that collaborate
as needed with regional medical institutions and other
pharmacies, serving as bridges between hospitals (medical care)
and long-term care facilities or residences (long-term care).

Specialized medical institution cooperation pharmacies

Pharmacies, authorized by prefectural governors, that cooperate
closely with hospitals, pharmacies near a patient’'s home, and
other healthcare facilities to serve patients who require specialized
drug management. These pharmacies also engage in special
kinds of dispensing that call for more advanced medication
management and greater specialization. Currently, pharmacies
with a high degree of expertise in oncology treatment can receive
this accreditation.

NIHON CHOUZAI INTEGRATED REPORT 2022

Hybrid pharmacies

Pharmacies that combine the elements of
neighborhood pharmacies, which are in
locations with convenient access, such as
downtown areas or near train stations, with
medical center-type pharmacies, which
serve clusters of medical institutions. Hybrid
pharmacies fill prescriptions from medical
facilities across a relatively wide area, but
also serve as a familiar healthcare hub

for neighborhood residents and people
commuting to work or school.

Online pharmacy service

NiCOMS, an online pharmacy
service developed by Nihon

BXRRAAYSTYRRBY-E2

Chouzai, allows users to make c N H C 0 M s
reservations to receive remote I

medication guidance at home or

elsewhere. In addition to helping prevent COVID-19 infections, customers

who are too busy to visit a pharmacy or patients who live far away can
easily make use of this service via their smartphones or computers.

Certified Nutrition Care Stations

A certified Nutrition Care Station is a facility certified by the Japan

Dietetic Association as a community hub where local residents

can easily receive nutritional care support and guidance.
Through services such as nutrition consultations, health events,

and nutrition classes, registered dietitians who are specialists

in food and nutrition support residents in leading healthy and

fulfilling lives.

Number of pharmacies with certified Nutrition
Care Stations: 28

Health Check-Up Stations

As a community-oriented health support function, we have set

up Health Check-Up Stations* in selected pharmacies which are
actively working to help local residents stay healthy and to deal
with pre-symptomatic illness and disease prevention. Health
Check-Up Stations offer health consultations at a booth that
ensures greater privacy, and are equipped with blood pressure
monitors, body composition meters, and other measuring devices
that can check patients’ health condition.

Community Health Support: Pharmacies with Health
Check-Up Stations

March 2019 June 2020 June 2021  June 2022

Number of

Health Check-Up 62 75 76 80

Stations

*Health Check-Up Station is a registered trademark of Nihon Chouzai.
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At-Home Healthcare Initiatives

The advent of a super-aging society in Japan has
triggered a shift away from inpatient treatment at medical
institutions to ongoing at-home healthcare. As family
pharmacies, the role of pharmacies in community-based
healthcare teams is becoming more and more critical.
Nihon Chouzai began augmenting its ability to respond
to care needs at home and at long-term care facilities in
2009. We support patients in collaboration with facility
staff, doctors, nurses, and care managers. Since 2010,
we have offered a broad array of at-home healthcare
services to support the needs of local communities,
ranging from cancer and other serious illnesses to
children with intractable diseases.

Growth of the At-Home Healthcare Market in Japan

- Home-visiting medical fees calculated (left axis)
= Proportion of people 75 and over to the total population (right axis)

(10,000 cases per month) (%)
100 18
-'\.'
70 % 15
40 12
10 9
2005 2010 2015 2020 2025

In terms of facilities at our pharmacies, we have
remained ahead of the industry in equipping pharmacies
with sterile dispensing rooms, which will be increasingly
necessary for at-home healthcare going forward, allowing
the preparation of injections, intravenous feeding
solutions, and other sterile dispensing work.

In FY2011, Nihon Chouzai set up a department
dedicated to at-home healthcare, and is actively
promoting home-visiting drug management and guidance
for patients being treated at home. All Nihon Chouzai
pharmacies have now put in place a framework in which
pharmacists can provide home-visiting drug management
and guidance services.

At-Home Medical Care Support Centers

Through 26 At-Home Medical Care
Support Centers nationwide, Nihon
Chouzai is providing a range of at-home
care services to meet the needs in
various regions. Pharmacists specializing
in at-home healthcare are supporting :
elderly patients as well as children with %/
cancer, intractable diseases, and other
serious illnesses. We make use of Anshin Fukuyaku-kun, an original
medication support app developed in-house, to help boost adherence
by preventing medication errors and managing medication information.
Moreover, we actively support the health of patients in the region in
collaboration with other healthcare professionals, including by having
a pharmacist accompany patients to their medical examinations.
Meanwhile, we are taking steps to ensure high-quality, safe healthcare
services: All Nihon Chouzai pharmacies are working to obtain ISO
9001, the international standard for a quality management system, for
the provision of dispensing and medication distribution services by at-
home medical care support centers and drug sales operations.

Highly Specialized Medical Personnel Play Increasingly Diverse Roles

Pharmacists 3,560

Pharmacists with outside certification 39+
Board-Certified Pharmacist of Ambulatory
Cancer Chemotherapy (BPACC) (as of April 1, 2022)

*Approximately one in three BPACC certified pharmacists working in pharmacies is
from the Nihon Chouzai Group. This is the highest percentage in the pharmacy sector.

Pharmacists with in-house certification
(JP-STAR)
Cancer guidance pharmacists 52 Other Total 90

Percentage of pharmacies with family
pharmacists 85%

Specialized at-home healthcare managers 17

Registered dietitians 63

435

(as of May 1, 2022)

Registered pharmaceutical sellers

Pharmacists with “Outside Job 262
Challenge” program experience
(placement in a hospital) (until March 2022)

Health Support Pharmacies

Health Support Pharmacies actively support
residents and patients in local communities so
that they can lead healthy, fulfilling lives. Trained
staff are prepared to give advice not only for
people currently taking medications, but also on
nutrition and exercise, to help people concerned

about their health. Naturally, people without
prescriptions can also receive advice.

Only pharmacies that meet the standards set by
the Ministry of Health, Labour and Welfare for
health support functions can become Health
Support Pharmacies.
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Business Overview - Dispensing Pharmacy Business

Growth Strategy
Nihon Chouzai Online Pharmacy Service NiCOMS
P . The revision of the Pharmaceuticals and at home or elsewhere. Deregulation of remote =1
ICT Investment under the Digital Transformation Strategy . . o . . 9 , , =
Medical Devices Act made remote medication medication guidance went into effect in April S
guidance available nationwide in September 2022 and is expected to be given broader S
. . 2020. In response, Nihon Chouzai developed scope going forward, such as permission to =8
Dlspensmg syStem NiCOMS, an online pharmacy service that provide medication guidance remotely for first- >
(platform) allows patients to receive medication guidance time patients.
Collaboration with remote healthcare services
P . At-home We have begun collaboration between Nihon online consultation, users can smoothly transition
Voice input system aﬁ::: er:(t)i?:tigg healthcare Electronic medication notebook Health consultation Chouzai’s online pharmacy service and the remote to our NICOMS online pharmacy service and make
system °°m"‘“;“°at'°" Okusuri Techo Plus system healthcare service curon of MICIN, Inc. Through a reservation for online medication guidance. Since
system this collaboration, patients can select any Nihon information is linked with the patient ID on the curon
f\g‘_’f ot EO“_ -~ 2012 I §°14 — ﬁ°|1_7 . Chouzai Group pharmacy nationwide when platform, even first-time pharmacy users can start
input by pharmacstsand  authenticty i s:foyoférnganr:is Okusuri Techo Plus rezg";?tsczgynﬁgﬁhy making a reservation for an online healthcare registration with their basic information already
improving efficiency Optimizing business hours  sevices by pharmadists subscribers consultation through the curon service. After the entered. 5
- o About 1.1 million ©
= e 0 3 | . (as of June 2022) %
e i Increased
%‘i%, o touchpoints through g
& ; — the “connect” function - Q@
' BAEEAYS 1Y ERY-L2 @
/ Ni
Medication JP-Dream P C r I C 0 M s
Nihon Chouzai Automation of support app operational onl':ﬁ '::,:::,:: nee Online pharmacy
Online Store dispensing work Anshin management tool for ? i service NiCOMS
Fukuyaku-kun  multiple pharmacies VEAIEE LT
2019 2019 2019 October 2021 March 2021 March 2022
Supporting customers’ Supporting Improving efficiency Supporting digital Rollout of online Launch of Nihon
healthcare pharmacist’s of medication work at management of insurance eligibility Chouzai’s online g:
dispensing work long-term care facilities pharmacy business verification to pharmacy service = = =
= «ICT use processes and pharmacies nationwide NiCOMS RemOte Healthcare SearCh Seerce Nlco NaVl 2
E o « Greater efficiency operational efficiency E
= In July 2022, Nihon Chouzai launched NiCO Navi, a categories such as the selected medical institution, g
S -a-eo. website that allows users to search for and choose current location, or date and time of their health c
medical institutions that support remote healthcare consultation. =
; C~ati _ ®
ag%g::;mames that support remote medication VRS §
Nihon Chouzai develops and operates various ICT tools In 2021, we started an overhaul of the dispensing system g ) e c
. ) ) ) Users can search for such medical institutions H
for healthcare in-house, centered on the dispensing to support the roles expected of pharmacies down the road. from their current location or under categories
systems used in pharmacy operations. In addition to revamping the user interface, we are targeting as medical specialties, keywords, or their
In the 1990s, we were first in the industry to develop a system design that will enable a more flexible response scheduled health consultation date. After selecting
an electronic dispensing system. Yearly upgrades to the to upcoming digital transformation and deregulation the desired medical institution, users can use
system have enabled us to respond quickly to revisions in healthcare fields. We are positioning this overhaul NiCOMS to ghopse a pharmacy that lsupports
) ) ) ) i : ) ) remote medication guidance, searching under
in drug dispensing fees and the shift toward remote as a growth investment with a view to future business
healthcare. The system also serves as a platform that can development and expansion of the business scale. %)
C
flexibly link with other systems. . . . . %)
v Y Electronic Medication Notebook Okusuri Techo Plus &5
)
[
The electronic medication notebook Okusuri Techo how to use a medication properly, how to administer g
Plus links with Nihon Chouzai’s core dispensing a drug to a child, when to take it, or their physical <
system to enable centralized management of condition after taking a medication, they can easily
. . . medication history. The app is also equipped consult with the pharmacy.
Automation of Dlspensmg Work with various functions that enhance convenience *Available with compatible healthcare devices and NFC-
for patients, including a function for sending enabled Android devices
While promoting efficiency through automation, we are creating Purpose  Shifting pharmacist work to more patient- prescriptions and a calendar function. It also
more time for pharmacists to devote to patient-centered work . Icrﬁgtrgﬁr?gm(/joiggensing quality has a personal health record function that offers
and improving the quality of medical services. (including hygiene) greater convenience by linking™ to data from body
e Improving patient safety composition monitors, blood sugar monitors, 8
and other healthcare devices. In this way, it helps 3
patients manage their daily habits and supports Q%
better health. o
Product Name Drug Stations ROBO-PICK Il DimeRoll miniAQUA-zero In August 2021, we added a “connect” function to )
the app to allow users to communicate directly with oy %
urpose Automated drug picking Fully automated blister Powder medication Liquid medication pharmalclles. This was foIIoweq n January 20,22 with Users can start a chat by They can choose from QSJ
purp device pack feeding device dispensing robot dispensing machine the addltlpﬂ ofa cha'tbot function for medlcatlon tapping on the “question different options and easily ®
consultation. If a patient has any questions, such as about medication” link. consult with the pharmacy. 9
Functions / ’ ) Automatic weighing, Automatic dispensing,
Features Up to 3,000 items Up to 1,300 items cleaning cleaning
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Business Overview - Dispensing Pharmacy Business

FINDAT business

Accelerating Digital Transformation of Healthcare with the Web-

Based FINDAT Platform

FINDAT is Nihon Chouzai’'s web-based drug information
platform for healthcare professionals.

FINDAT gathers drug information from an extensive range of
data sources in Japan and overseas, such as original articles,
drug databases, and regulatory guidelines, processes these
data to enhance use at clinical sites, and provides them online.

FINDAT can respond to a wide range of social needs,
and it is gaining a solid reputation, making inroads among
a growing number of pharmacies that carry out advanced
healthcare and at-home care as well as pharmacology
educational institutions.

. FINDAT

Demand from Society

Hospital Healthcare . Educational
administrators professionals Pharmacies institutions
Cost reductions, medical Improving the efficiency of Comprehensive, accurate Training the next generation of
safety, strengthening regional collecting and evaluating vast drug information for advanced healthcare professionals
collaboration, and other amounts of drug information healthcare

management issues

Working style reform for doctors to task sharing

Standardizing work for the shift

Refill prescription and
advanced pharmacy
management

Since its launch in 2020, the FINDAT service has

spread nationwide

Prefectures Where Medical Institutions, Universities, and Pharmacies Using Miyagi

FINDAT Are Located (As of July 1, 2022)

m Prefectures where members of the outside expert
committee and reviewers are located

Nagasaki (L&EIE  Hyogo
[ [ ]
a

Kagoshima

Wakayama
" -

Ibaraki

Gunma
[ Tochigi
g |
Tokyo @

A Kanagawa @ e
[}
a [

Value Provided by FINDAT

n Managing drugs that have been adopted and
creating formularies

Formularies are recommended lists of homologous drugs prepared and
offered by FINDAT. They can be created efficiently by processing data
according to the situation of each medical institution or region.

E Comparing efficacy, safety, and cost-effectiveness
of homologous drugs

Comparisons of similar drugs with similar efficacy provided by FINDAT are
created using data on the efficacy, safety, and cost-effectiveness of the
drugs gathered from a wide range of sources including package inserts,
interview forms, original articles, secondary information databases, and
various regulatory guidelines. FINDAT compiles these data into a table or
other formats to compare and evaluate individual drugs.

B More efficient data gathering when adopting new drugs

FINDAT gathers information on and evaluates newly approved drugs, tasks
that typically place a heavy burden on medical institutions, and compiles
these findings into materials that can be easily utilized at clinical sites and
distributes them.

NIHON CHOUZAI INTEGRATED REPORT 2022

n Optimization of drug purchasing costs

Utilizing the abovementioned materials on drug evaluation in terms of efficacy,
safety, and cost-effectiveness provided by FINDAT, customers can narrow
down the range of drugs to use and decide whether to adopt a new drug. In
this way, FINDAT contributes to the optimization of drug purchasing costs.

H Objective data reviewed and peer-reviewed by outside
experts

Standardized formularies are published after being reviewed and approved
by the Formulary Expert Review Committee. New drug evaluations and
additional indications are published after being peer-reviewed by outside
pharmacists who are active in clinical practice. This ensures the fairness
and appropriateness of information.

n Promoting proper medication use and enhancing
medical safety

By providing information on proper medication use as well as the latest
drug safety information, FINDAT promotes the proper use of drugs,
contributing to enhanced medical safety.

39

Providing Reliable, Advanced Drug
Information—the Basis of Safe, Secure

Healthcare Services

Masuhara: With Japan’s rapidly declining birthrate and aging
population, efforts to achieve a more efficient healthcare
system have made the digitization of healthcare essential.
Meanwhile, the role of pharmacists is shifting from materials-
to patient-centered work. This patient-centered work is
grounded in the ability to quickly gather and evaluate reliable
drug information, and use this to optimize patient care. Up
until recently in Japan, there were no secondary information
resources in Japanese generated by collecting and evaluating
drug information to meet the needs of Japanese healthcare.
The FINDAT platform, which systematically brings together
reliable information from drug information resources including
original articles from Japan and overseas, offers organized
content that can be used efficiently in the healthcare field.
Ueda: Reliable drug information is indispensable to enabling
pharmacists to propose appropriate prescriptions to patients.
The quality of their work depends to a large extent on whether
they can adequately confirm the necessary information, including
package inserts, interview forms (comprehensive documentation
provided by companies to supplement information lacking in
package inserts), proper use guidelines, regulatory guidelines,
and original articles from Japan and overseas.

Keiso Masuhara —_—
Director and General Manager of FINDAT
Business Department 3 —
Visiting Professor at St. Marianna University
School of Medicine Hospital e
(Pharmacist, PhD (Pharmacology))

As Director of the Pharmaceutical - = 2
Department of St. Marianna University
School of Medicine Hospital, he
contributed to promoting the use of
generic drugs and creating Japan's

first generic name prescription and
hospital formulary. Since joining the
company in 2019, he has served as
General Manager of Formulary Business
Promotion Department and is currently
Director and General Manager of
FINDAT Business Department, where
he uses his knowledge and experience
to drive the business forward.

Executive Profiles ) P65 -

To consider a concrete example: FINDAT allows pharmacists
at both medical institutions and local pharmacies to keep track
of patients from the time of admission until after discharge
using the same information sources. This further ensures
the safety and effectiveness of the patient’s drug treatment.
FINDAT also allows pharmacists in the community to play a
more sophisticated role by putting higher-quality information
at their disposal, empowering them, for instance, to offer
evidence and propose cost-effective prescriptions based
on tracing reports, propose drug selections and dosages
according to the patient’s condition when making prescription
inquiries, and proposing prescriptions when accompanying
doctors on home visits.

Masuhara: By rolling out the platform to the pharmacies of
the Nihon Chouzai Group, we will be able to provide safer,
more secure healthcare services to patients and customers.
We are confident that this will in turn differentiate us from
other pharmacies, with a unique strength of Nihon Chouzai
pharmacies being the ability to provide services based on our
knowledge of objective, reliable drug information.

Aya Ueda

General Manager,
FINDAT Business Department

Obtained U.K. pharmacist
licensing in 2003. After working in
the pharmacy of Northwick Park
Hospital, the North London Regional
Medicine Information Center,

and the pharmacy department of
St. Marianna University School

of Medicine Hospital, since

2019 she has been in charge of
planning and promotion of the
drug information and formulary
business in Nihon Chouzai’s
FINDAT Business Department.

—( Topics )

Since it began full-scale operations in October 2020, the
FINDAT platform’s user base has continued to expand,
mainly among hospitals around Japan. Starting in April
2022, we rolled out the platform to 111 pharmacies in
the Nihon Chouzai Group, centering on those certified as
specialized medical institution cooperation pharmacies.
Going forward, we will continue to roll out FINDAT to

Expanded Rollout to Nihon Chouzai Group Pharmacies

our pharamacies to strenghthen its function as a drug
information platform in each region and further improve
the quality of drug treatment.

We are also building a database of FINDAT case
studies and developing an educational framework aimed
at gaining wider use for FINDAT among pharmacies.
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Business O

On Provision and Consulting Business

e N

Al
2

Information Provision and
Consulting Business

Japan Medical Research Institute Co., Ltd.

Contributing to Tomorrow’s Healthcare Based on Medical Big Data

o 535{/&
’ !

Japan Medical Research engages in operations in pursuit of “low cost, high quality” medical care

21004504(02)

Group pharmacies

Prescription data
(anonymized data)

Big Data

Health insurance claim data

(real world data) |

Unified system yields highly
consistent big data

(high degree of |
analytical accuracy)

Analysis and consulting (anonymized data)

M Japan Medical Research Institute =

Dedicated analysis room

| (guaranteed security)

Helping to maintain the health insurance system by
containing rising medical expenses

Main

businesses

H Information provision service (providing information to pharmaceutical manufacturers,
research institutes, educational institutions, etc., and joint research)
Il Data health support service (health insurance claim analysis, notification and intervention)

Growth Strategy

Japan Medical Research Institute was launched in January
2012, with the aim of offering valuable information services
to contribute to the sound development and growth of the
pharmaceutical industry and to the improvement of people’s
lives, based on the healthcare data resources cultivated
through various Nihon Chouzai Group companies. With

its rapidly aging population, Japan is at the forefront of a
variety of healthcare issues. Addressing these issues calls
for providing services that meet a wide range of needs,
including multiple types of healthcare data analysis, surveys,
research, and healthcare policy proposals.

NIHON CHOUZAI INTEGRATED REPORT 2022

Japan Medical Research Institute seeks to meet the
needs of pharmaceutical and healthcare companies,
medical institutions, insurers, and pharmacies. To this
end, we are helping to address healthcare issues affecting
Japan as a whole—improving the quality of healthcare,
optimizing medical expenses, and extending the healthy life
expectancy of the population—based on prescription and
health insurance claim data and a range of other medical big
data. We offer four services through a team of consultants
comprised mainly of pharmacists with a wealth of clinical
experience.

41

I Services

Contributing to ongoing healthcare optimization through four services

Di .
1 [ iomaien [ 2 B ...

Service

Targeting companies
in healthcare fields and
pharmaceutical companies

Targeting pharmaceutical
companies

E» Drug Information Service

Since FY2001, we have been gathering data on
prescriptions filled by the Dispensing Pharmacy Business
and conducting research and analysis based on this
data. In FY2014, we launched RI-PDS, Japan'’s first daily
data feed service, and have been providing up-to-date
data ever since. In FY2017, we developed the analytical
system RI-CORE to provide data that is better tailored to
customer demands.

By integrating this data with pharmacy functions, we
are able to fully harness synergies within the Group and

E®» Advertising Media Service

Japan Medical Research Institute is engaged in in-
pharmacy promotions and pharmacy-based advertising
media services, reaching over 14 million patients every
year. In particular, pharmacists are able to provide
multi-faceted medication guidance based on the latest
information for daily visitors.

Going forward, a focus for this business will be using
new media to help promote self-administered medication
by patients.

[ED) Survey and Research Services

Since FY2020, Japan Medical Research Institute has
continued to distribute reports via press releases and on
its website, based on the independently operated RI-
CORE prescription analysis system. The first was a series
of COVID-19 market impact reports. This was followed
by a report on market changes after the addition of new
indications for a drug already used to treat diabetes,

I3 Data Health Support Service

42

In supporting the data health businesses of insurers,
Japan Medical Research Institute is helping to address
two pressing issues in Japan: extending healthy life
expectancy and optimizing medical expenses. We
provide high quality consulting services to this end,
including medical big data analysis, problem-solving
related to medication and prevention of disease
progression, and awareness-raising activities.

Survey and
3 Q Research
Service

Targeting organizations in

Data Health
T
Service

Targeting insurers
medical fields

obtain high-value-added information, including on disease
literacy, research, market surveys, and initiatives to
improve patient adherence. We are developing information
provision, survey, research, and consulting businesses for
pharmaceutical companies and research institutes.

Main services

RI-PDS (daily data feed)
RI-CORE (monthly, weekly data feed)
RI-SHOT (ad-hoc analysis)

Main services

Video broadcasts commissioned by companies and
government entities aired on pharmacy monitors, as well as
poster displays and leaflets

Providing useful information on self-administered medication
in the form of brochures and free samples from companies,
which pharmacists can provide directly to patients

Providing registered dietitians with information useful for
dietary guidance and the use of samples to support pre-
symptomatic disease and disease prevention

“Changes in Prescribing Trends Following Additional
Indications for Dapagliflozin.” The most recent release

was a report on long-term repeat prescriptions prior to the
introduction of a refill prescription system, included in the
government’s 2022 medical fee revision: “Analysis of Long-
Term Repeat Prescriptions Before the Refill Prescription
System Starts: Lifestyle Diseases Represent the Bulk of
Prescriptions.”

Main services
Data analysis (insurance claim data, health checkup data)

Appropriate drug use (duplicate medications,
overprescribing, contraindications for concomitant use)

Promoting generic drug use (attaining, maintaining
proportion of 80% or more)

Recommending medical consultation for diabetes progression
prevention (with medical and pharmaceutical knowledge)

Health implementation and education events

' I-MAP
-
V Medical Analysis by Pharmacists

In FY2021, we rebranded all services in the Data Health Support
Service under the RI-MAP brand. MAP stands for “medical analysis
by pharmacists” and represents our competitive advantage in
offering analysis and consulting services based on the knowledge of
pharmacists with extensive clinical experience. The word “map” also
suggests a view of the big picture as well as the sense of “searching”
and “clarifying a position.”
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Pharmaceutical Manufacturing

and Sales Business

Nihon Generic Co., Ltd., Choseido Pharmaceutical Co., Ltd.

The generic drug industry has recently experienced several

To rebuild public trust in generic drugs, the generic drug

Net Sales

01 Segment sales (millions-of yen)

Proportion of
total net sales

43,072
40,659
38,066

*The Pharmaceutical Manufacturing and Sales Business posted an operating loss in FY2021 due to one-time factors(B/P19) and was
excluded from the calculation of the operating profit composition. The business is expected to return to profitability in FY2022.

45,699 44,836 14.1%

Operating Profit’

I Operating profit (millions ofyen)

Operating margin (%)

2,850

abesso|\ do

. aas . . T
quality issues which have undermined the trust of patients industry as a whole is working to ensure the stable supply I Value Cha_m and Competltlve Advantages of the Pharmaceutical ManUfaCturmg and g
and healthcare professionals. Nihon Chouzai also take of quality-assured generic drugs that patients can use Sales Business s
very seriously the fact that Group company Choseido without concern. The Nihon Chouzai Group is also putting g
Pharmaceutical Co., Ltd. was subjected to administrative radical measures in place to improve operations, including c
disciplinary action in accordance with Japan’s Act on revising our internal framework, and will pursue initiatives Development Sourcing Manufacturing %
Securing Quality, Efficacy and Safety of Products Including to ensure a stable supply of high-quality drugs. §
Pharmaceuticals and Medical Devices. Developing generic drugs Stable sourcing of Lessening environmental Expanding internal sales s

to achieve profitability and raw materials for drug impact and boosting spurs external sales )
meet demands from society manufacturing productivity with Ieaf!ing- M Tie-ups with pharmaceutical
B Newly developing existing M Disclosing country of origin edge.plants and equipment wholesalers nationwide
products (shift to in-house of pharmaceutical ingredients ¥ Environmentally aware M External sales: to hospitals,
; . production) M Responsible sourcing production pharmacies, and other medical
I Quallty Control Initiatives M Investing in ongoing research H Plant optimization institutions nationwide
M Automation (systematization)
To deliver a stable supply of generic drugs to patients, FY2022 Quality Targets )
) PRIy g ) 9 P Q v farg H Developing new B Lowering sourcin M Internal sales: to
we are working to produce high-quality drugs under a Fostering a quality culture products (in-house, costs 9 9 M Capacity control Nihon Chouzai Group ®
. . iointl h i b
manufacturing control and quality control framework that 4 Emphasizing quality, raising compliance awareness, enhancing jointly) pharmacies %
complies thoroughly with Good Manufacturing Process education and training, ongoing communication from m — m - m — m - 5
X X management, etc. ®
(GMP) and Good Quality Practice (GQP) government g
. . - . . Efficient R&D centered on Ability to produce large Adequate supply capacity Expanding internal sales to =
regulations. Maintaining, managing approval_docume_n?atlon items used in large quantities quantities of drugs for using state-of-the-art Group pharmacies can feed =
We have introduced a system to ensure proper that matches actual manufacturing conditions at Nihon Chouzai pharmacies, medical institutions inside facilities enables stable into growth in external sales
. . - 2 Confirming consistency in GMP audits and request forms, development informed by and outside the Group supply of drugs to other
manufacturing and quality control. In addition, we are eliminating inconsistencies through proper regulatory procedures, feedback from the field enables lower sourcing costs companies
practicing quality risk management, setting quality targets properly evaluating change management, etc.
n our lity Poli n rryin r lar L . .
basedé ou Qual t.y olicy, and carrying out regula ) Practicing quality risk management A
education and training for all employees at manufacturing 3 Appropriately managing suppliers of drug substances, raw I Government Measures to Promote Generic Drugs
; ; ; ; ; ; materials, drugs, etc., complying with elemental impurity
sites, including in the manufacturing and quality guidelines, evaluating and managing mutagenic impurities, etc. ) o
departments. The Ministry of Health, Labour and Welfare has actively Usage of Generic Drugs S
In FY2021, based on guidelines issued by the Japan Strengthening the framework for delivering encouraged the use of generic drugs, setting a target of (%) 3
Generic Medicines Association on measures to ensure the 4 q“f_"tyt information to medical institutions and 80% usage rate of such drugs as early as possible, and 80 ®
- . ) patients =
reliability of generic drugs, we are carrying out voluntary Strengthening the ability to respond to inquiries related to by September 2020 at the latest. o
inspections to confirm consistency between manufacturing manufacturing and quality, etc. In June 2021, the ministry set a new target, aiming for 60 %
nd marketin roval mentation an tual Lo . 80% or more generic drug usage in all prefectures b S
and marke ) g app o”a docume ? on and actua Ongoing improvements to a robust quality ° g ) 9 g P ) ) Y 3
manufacturing conditions, and taking necessary regulatory control system the end of FY2023, while ensuring the reliable quality =
5 Making GQP arrangements that reflect revised GMP regulations, @

action appropriately.

revising drug quality manuals, exploring introduction of a
document management system, etc.

and stable supply of such drugs.
(The proportion of generic drugs in Japan was 79.0%

20

Sep.  Sep.  Sep. Sep. Sep. Sep. Sep.  Sep.  Sep.  Sep.  Sep.
as of September 2021.) 2005 2007 2009 2011 2013 2015 2017 2018 2019 2020 2021
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Business Overview - Pharmaceutical Manufacturing and Sales Business

Continuous Initiatives for Supply

Growth Strategy

Initiatives to Ensure Stable Supply Ongoing New Product Development Showcases Nihon Chouzai Group Synergies 3
]
To address recent instability in the generic drug supply, we H Optimizing the production portfolio by revising With both a Dispensing Pharmacy Business and a In FY2021, we integrated the R&D functions of Nihon %
are reviewing production plans over the medium term and the drug manufacturing and sales framework Pharmaceutical Manufacturing and Sales Business, the Nihon Generic and Choseido Pharmaceutical into the Tsukuba §'
promlptly adjulstlng to changing demand while sharing up-to- The Group has five plants. To ensure a stable drug supply, Chouz.al Group is motivated to develop attractive g‘enerlc Research Institute of Nihon Generic, centralizing the .
date information between departments. Although COVID-19 we are reviewing the manufacturing site for each product drugs in-house that address the needs of pharmacists on research and development knowledge of both companies.
and recent international developments have lengthened lead to create an optimal production framework for the Group the front line in our pharmacies. To meet the needs of these Moreover, because we can anticipate sales volumes to
times for the supply of drug substances and materials, we as a whole. We will ramp up production for drugs that pharmacies, which are the largest users of our drugs, we aim the Group’s Dispensing Pharmacy Business in advance,
are working to secure inventories, taking various risks into gain market share post-launch, commensurate with their to develop a wide range of drugs without specifying certain we can forecast the return on investment from our drug
consideration. sales volume. Increasing the amount of a drug that can be disease areas, which allows us to accumulate the latest development and realize efficient development planning.
manufactured at one time will feed into greater production technology and expertise. We actively file patent applications We will pursue effective R&D activities as we navigate
. . . efficiency. Meanwhile, we are moving to adjust production for technologies obtained through our R&D activities while annual drug price revisions and an increasingly harsh
M Shifting outsourced production to in-house of drugs with low sales and production volumes, putting publicizing the results of new developments. earnings environment. )
As industry-wide efforts to optimize production facilities priority on production of other drugs. In addition to enabling ©
continue to move forward, we areWe are also exploring more efficient production planning for the more than 279 %
the in-house production at Group factories of drugs products the Grogp manufactures, we also expect to bring —m §
currently outsourced to other manufacturers, for which down manufacturing costs. Pregabalin-containing solid pharmaceutical composition and manufacturing 3

Nihon Chouzai already has manufacturing and sales
approval. Producing these drugs in-house will enable us
to shorten production lead times, respond more agilely to
market demand, and boost profit margins.

The conventional manufacturing method faced

the problem that the active ingredient pregabalin
changed to a lactam structure, losing its efficacy due
to decomposition. Nihon Generic researchers thus
adopted a melting granulation approach that does

method (Patent No. 6946581, September 2021)

not use water during manufacturing, while using a
specific low-melting-point substance as an additive,
which offered a stabilizing effect. This method made it
possible to manufacture formulations while suppressing
the production of lactam structures.

I
Efforts to ensure a sustainable production framework S
In the Pharmaceutical Manufacturing and Sales Business, Improvement of recycling rate at the plant Continuous in-house development of new products o
we are designing environmentally-friendly plants from . ) °
) ) At each Group plant and research facility, we are working to ) ) ) &
the construction stage. We are also working to put a ) . In the past, the launch of a new generic drug would sometimes subsequently revised annually. The number of manufacturers =3
) ; i i recycle waste metals and paper generated in manufacturing and d " d d ; " i th . he first list ; cd " ®
sustainable production framework in place, carrying out other processes, with the aim of realizing a sustainable, circular raw more than two dozen drug manufacturers to entert. e entering the market at the ?rst isting o generlc rug§ gs §
production activities that help protect the environment by society. We also stepped up efforts to recycle plastics at the market. Now, however, the challenges of R&D are mounting, decreased as a result. In this context, Nihon Chouzai will g
using less electricity, gas, water, and other resources, and Tsukuba Plant in FY2021, such as blister pack materials (PTP reflecting the fact that the government lowers the price of continue to develop new products in-house, taking advantage
using them more efficiently. film), which are generated in large quantities. We significantly a generic drug when it is first listed, and drug prices are of the timing twice-yearly supplementary listings.
improved our recycling rate—a year-on-year increase of 2.14
) . tons of recycled resources per 100 million tablets produced. Drugs Recently Developed In-House
Introduction of carbon neutral city gas B Fss
The Tsukuba Plant, Tsukuba Plant No. 2, and Tsukuba Aside from reducing the volume of waste itself, we are 2021 Newly NHI price listed
Research Institute of Nihon Generic introduced carbon actively pursuing 3R (reduce, reuse, recycle) initiatives for Zimlo Tablets HD/LD “JG” / Solifenacin Succinate OD Tablets "JG” 0
neutral city gas during the year—a first for the generic waste to effectively use limited resources and mitigate our /Tadalgfi! Tablets 20mg AD "JG"/ Methotrexatg Tablets 2mg "JG” / 2} =
drug sector. Carbon neutral city gas is made from liquefied environmental impact. Lamorigine Tablets for“Ch!!dren JG"/ Duloxefine Capsules “JG,, / e )
) Levetiracetam Tablets “JG” / Levetiracetam Dry Syrup 50% “JG e B 5
natural gas (carbon neutral LNG), which offsets the ]
greenhouse gases generated in the process from extraction Installing solar panels 2021 Newly NHI orice listed =
. . . ewly price liste <
to Combustlonl of the natural gas with GO, credits (carbon We installed solar panels on the grounds of Tsukuba Plant Dasatinib Tablets “JG” / Febuxostat Tablets “JG”
offset) and so is deemed to not generate CO, on a global . ) )
i 2 - No. 2 and began the internal use of solar power in April
§Cale even when combustgd.lThe Introduction of this gas 2022. Amid worsening conditions for electric power, we
is expected to cut CO, emissions .by a total of roughly expect to generate around 900,000 kWh annually at the
4,000 tons per year at the three sites. plant and reduce CO, emissions by 340 tons per year (a Contributi to Regi Ic iti
22% reduction versus FY2019). opics ontributing to Regional Communities
Cooperating with the Filming of Movies and W O
TV Dramas %
o
The city of Tsukuba, which is just a short distance from Tokyo, §
has many locations that are well suited to filming movies, TV @®
programs, and commercials. The city is actively seeking to g
attract such activities. At Nihon Generic’s Tsukuba Research @
Institute, we are contributing to the local community by renting §
out the buildings and grounds of the institute for TV filming é
locations and other purposes.
e T R ety

© Ishimori Productions, TV Asahi, ADK Emotions, Toei “Face masks were removed only during photo shoots to ensure the infection prevention.
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Quality Initiatives at Choseido Pharmaceutical

Overview of Quality Issues

Group subsidiary Choseido Pharmaceutical Co., Ltd. was
subjected to administrative disciplinary action in October
2021, which included a directive to temporarily suspend
operations. The reasons for the disciplinary action were

that Choseido Pharmaceutical manufactured drugs using
methods that differed from approval documentation and did
not take appropriate measures in its drug stability monitoring
procedures.

In light of these circumstances, the Group established a
special fact-finding team, comprised of lawyers and Good
Manufacturing Process (GMP) experts with no conflicts
of interest in the Group, to look into the facts and causes
of this issue. At the same time, we formulated a business
improvement plan for future operations, working to review the
management framework and construct a framework with an
even more rigorous focus on quality.

Business Overview - Pharmaceutical Manufacturing and Sales Business

Please see the following discussion for details.

® Submission of business improvement plan &
(Japanese only): H
https://www.choseido.com/news/ x
pdf/211025.pdf =

® Administrative disciplinary action based
on the Pharmaceuticals and Medical
Devices Act and the report of the special
fact-finding team (Japanese only):

https://www.choseido.com/news/
pdf/211011.pdf

® Progress of business improvement plan
(Choseido Pharmaceutical website
[Japanese only]):
https://www.choseido.com/

Overview of Actions under the Business Improvement Plan

Review of management framework

Choseido Pharmaceutical was reorganized into a wholly owned subsidiary of Nihon Generic to effectively receive support and
guidance for business improvement from the Group. Nihon Chouzai will delegate the president of Choseido Pharmaceutical,
while Nihon Generic will delegate officers in charge of the production, quality control, and reliability assurance departments.
Meanwhile, the operating framework will be changed to ensure the independence of the manufacturing and quality
departments. Officers from the Group will be allowed to participate in Board of Directors and management meetings of

Choseido Pharmaceutical. These steps have put in place a framework for reporting and addressing problems at an early stage.

Expansion of internal audit and internal reporting systems

We took the opportunity in addressing these quality issues
to set up an internal audit office at Nihon Generic and
established a framework for periodically conducting audits
of Choseido Pharmaceutical in collaboration with other
members of the Group. We have also expanded the internal
reporting framework, which allows reporting to dedicated
offices both at Group companies and outside the Group.

Review of organizational framework

Choseido Pharmaceutical has reinforced the organizational
framework with the establishment of three departments: a
Production Department responsible for drug manufacturing,
a Quality Control Management Department that checks the
quality of manufactured drugs, and a Reliability Assurance
Department that guarantees the quality and safety of drugs
until well after they are manufactured and shipped. We will
continue to manufacture high-quality drugs that above all
else meet demands for safety, security, and reliability.

Reliability Assurance Department

The Reliability Assurance Department includes a Reliability Promotion Department,
a Quality Assurance Department, and a Safety Management Department. Each
department is led by three officers as stipulated by law: a general manager of
manufacturing and sales, a quality assurance manager, and a safety management
manager. These officers work together to comply with laws and regulations.

The Reliability Promotion Department was newly established with the aim
of assisting the general manager of manufacturing and sales in the smooth
execution of duties.

The Quality Assurance Department acts as an objective third party, rigorously
checking whether drug manufacturing management and quality control are
consistently and appropriately carried out at all stages, from drug substance
manufacturing to product shipment.

The Safety Management Department collects information on the post-launch
quality, efficacy, and safety of drugs, examines and evaluates this information
appropriately, and provides information needed for the proper use of drugs to
medical institutions and pharmacies.

Reliability Promotion Quality Assurance Safety Management
Department Department Department

General manager of
manufacturing and
sales

Quality assurance

Safety manager
manager

Quality Control Management Department

To properly fulfill the function of an assessment department, Choseido
Pharmaceutical made the quality control departments of each plant
independent from the production departments, and established a new
Quiality Control Management Department. The quality control and quality
assurance sections are under the quality control department of each plant.

To manufacture high-quality drugs, we carry out inspections
appropriately at all stages of the manufacturing process, based on GMP,
from the inspection of drug substances, additives, and materials to
detailed product inspections.

To properly fulfill the function of an assessment department, Choseido
Pharmaceutical pays close attention to the performance of all quality
control operations. We will use the duplicate check by the quality control
and quality assurance sections to deliver reliable generic drugs to the
market.

Headquarters Plant Headquarters Plant No. 2 Kawauchi Plant
Quality Control Quality Control Quality Control
Department Department Department

Quality control section Quiality control section Quality control section

Quality assurance Quality assurance Quality assurance
section section section
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Quality Improvement Initiatives

Quality Policy revision

Choseido Pharmaceutical recently revised its Quality Policy to realize the highest ideals as a generic drug manufacturer.
In addition, to better enable the management team and employees to work together to put the Quality Policy in practice,
we have newly established Action Guidelines for Quality to guide the behavior of all officers and employees.

Quality Policy

1 | We will manufacture safe, trusted generic drugs 2 | In addition to complying with GMP, GQP, GVP,
with high ethical standards and provide products and all relevant laws and regulations related
and information promptly and in a consistent to pharmaceuticals, we will seek to design
manner to patients and everyone involved in and establish a “drug quality system” that
healthcare. encompasses the life cycle of drugs.

Action Guidelines for Quality

® Executives and employees of Choseido Pharmaceutical possess needed work skills, knowledge, and ethical
must recall that their work is connected to people who are standards.
struggling with illness, and that safety, security, and trust in

! ® Management will take the lead in working to resolve quality
the quality of drugs are always demanded of the company.

issues, spare no effort in supporting resolution, provide

® Executives and employees of Choseido Pharmaceutical will employees with opportunities for education and training, and
continuously improve the quality of our drugs and of our secure sufficient resources to this end.
quality systems, seeking to provide higher quality drugs to
persons struggling with iliness.

® Executives and employees of Choseido Pharmaceutical will November 11, 2021

strive to achieve free and open communication to foster a .
culture of commitment to quality. President and CEO
Kazunori Ogi

® Employees will make untiring efforts to ensure that they

Expansion of the education framework

Choseido Pharmaceutical is working to instill the recently revised Quality Policy and Action Guidelines for Quality as soon as possible.
The company is also implementing training and e-learning for all employees to fully comply with laws and government regulations, and
has introduced a skill map that can visualize each employee’s proficiency level and skills.

Augmenting staffing of quality control departments

Compared to before the framework was realiged (October 2021), staffing in the Reliability Assurance Department increased
by 33.3% and staffing in the Quality Control Management Department increased by 9.1%. We will work to carry out rigorous
quality control and assurance by maintaining appropriate staffing levels.

Deploying and fortifying systems, upgrading equipment

We will deploy manufacturing equipment that keeps automatic usage logs and move forward with equipment upgrades so that
we can detect at an early stage any discrepancy that arises between approval documentation or procedure manuals and actual
manufacturing conditions.

Reliability Assurance Department staff Quality Control Management Department staff

M Quality assurance section staff Bl Quality control section staff
30 100

24
20 18 /
50 59
e
0 0

October 2021 As of April 2022 October 2021 As of April 2022
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https://www.choseido.com/news/pdf/211025.pdf
https://www.choseido.com/news/pdf/211025.pdf
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https://www.choseido.com/news/pdf/211011.pdf
https://www.choseido.com/
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Medical Professional Staffing
and Placement Business

Medical Resources Co., Ltd.

Long-Term Vision

— Growth Strategy

An HR business portfolio specializing in healthcare professionals

Proportion of
total net sales
2.2%

"y

s of yen)

Operating margin (%)

Proportion of
total net sales
3.7%

I value Chain and Competitive Advantages of the Medical Professional Staffing and

Placement Business

Attracting job

seekers

Staffing and

placement

UOI1ONPO.IU|

abesso|\ do|

Emphasizing interviews with Follow-up by regularly
job providers and job seekers checking job status after
to minimize poor fits start of work

M Matching based on prior

Operating specialized
job search websites for
healthcare professionals

M Recruiting through Group websites | B Matching based on prior

Recruiting pharmacists,

With a particular focus on pharmacists, we specialize in HR services for doctors (including occupational doctors), nurses, registered doctors, and nurses

pharmaceutical sellers, and other healthcare professionals.

M 12 sales offices nationwide

B We have obtained four certifications

[l Strong brand recognition of the Nihon Chouzai Group

I Leveraging the educational expertise of the Nihon Chouzai Group

High-quality HR services that have earned multiple certifications

Harnessing synergies with the strong brand recognition of the Nihon Chouzai Group

M Focusing on meetings to hear M Recruiting through media
from clients(face-to-face, operated by other companies
online) M Ability to attract customers by

M Average 80,000 job offers means of the Nihon Chouzai brand

Through the Dispensing Leveraging the strong
Pharmacy Business network recognition of the Nihon

we are able to quickly Chouzai Group brand, the
identify hiring demand for ability to attract clients and

meetings to hear from clients

M Interviews(combination of face-

to-face and online)

w—

Through 12 locations in
Japan, contribute to areas
suffering from healthcare
personnel shortages, linking
medical institutions and

meetings to hear from clients
M Interviews(combination of
face-to-face and online)

m—

Providing high-quality training
content to professionals in
the staffing and placement
business drawing on the

anjep ajealn ap\ MOH

. medical professionals provide reliable HR services . educational expertise of Nihon n
. . job seekers to conduct X N 3 c
I Medical Resources by the Numbers nationwide. e o a Cr}°uza3;u§ﬁ'ymg high- 7
. . . . . . . . . i i value-adde uman resources
We believe communication with job seekers (medical to establish a framework for meetings and conversations. We nationwide scale 5
professionals) and job providers (medical institutions and have gained the trust and satisfaction of both job seekers g
companies) is extremely important for our human resources and job providers through our efforts to grasp nuanced needs . <
business. Medical Resources values face-to-face meetings that are hard to convey over the telephone or in writing and I Market Environment
with both client groups, and have set up offices nationwide crafting proposals that match the needs of both parties. The scale of the healthcare personnel placement market in FY2020 Size of Market for Pharmacists, Doctors,
was 16.6 billion yen for pharmacists, 22.6 billion yen for doctors, and and Nurses
. . o . 30.83 billion yen for nurses. As the COVID-19 pandemic brought about a (Billons of yen) M Nurses [ Doctors Ml Pharmacists
A Triple Crown in Career Change Sites in Four Occupational Areas o ) - ) . ) 80
decline in patient visits, the pharmacist placement business continued
Doctors Nurses to face difficulties.
* No. 1 doctor career change site chosen for first * No. 1 site for nurses changing careers in Tokyo and Nevertheless, driven in part by the newly launched system for 60 8
career change Kanagawa . . . . S
« No. 1 career change site for skill and career « No. 1 nurse career change site people are watching certifying pharmacies separately by function, the need for highly 1)
. ;‘Id"i"ge";e"t N et ; * No. 1 site with trustworthy consultant support qualified pharmacists is poised to grow going forward. Moreover, ]
©- octor career change site to recommen Survey by Japan Marketing Research Organization (conducted in April 2021) . . . 40 @
Survey by Japan Marketing Research Organization (conducted in April 2022) since the potential market scale for doctors and nurses is much o
Pharmacists Registered Pharmaceutical Sellers larger than that for pharmacists, we can expect further expansion of Q
X . X * No.1 career change site for registered pharmaceutical the placement business %
* No. 1 pharmacist career change site to use for first sellers who are experienced pharmacy managers and ' 20 o
career change ) o ) assistant managers We will continue to pursue greater business expansion by S
* No.1 career change site for pharmacists in their 20s * No. 1 company for registered pharmaceutical sellers 8

and 30s
* No.1 career change site for highly skilled pharmacists

Survey by Japan Marketing Research Organization
(Survey Overview: Brand Image Survey for the year ending November 2021)
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changing careers
* No.1 career change site for registered pharmaceutical
sellers in their 20s and 30s rt

Survey by Japan Marketing Research Organization (conducted in December 2020)
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leveraging the strengths the Group has built up over time, including
its strong brand recognition, reputation for reliability, and the appeal
of face-to-face support.
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Growth Strategy

Business Overview - Medical Professional Staffing and Placement Business

Ensuring high profitability and creating a balanced business portfolio by expanding the

placement business

As the sector’s leading company, Medical Resources boasts
numerous strengths in the area of pharmacist staffing. Meanwhile,
we are transitioning toward a more balanced business portfolio
while targeting high profitability by expanding our placement
business.

Going forward, in addition to capturing rising demand for family
pharmacists* and growing the pharmacist placement service, we
will expand our placement business for doctors, nurses, registered
pharmaceutical sellers, and other healthcare professionals, to
achieve even higher growth.

Although Medical Resources is part of the Nihon Chouzai Group,
the Group only accounts for 0.2% of total transactions. We will
further expand the range of services we provide to the medical

institutions and companies seeking qualified human resources
and to the healthcare professionals who are considering a
career change.

Gross Profit Breakdown
(%) M Placement business [ Staffing business External sales
100 99.8%

75 238 .47
576 59 410
50

Sales

762 853

s W ! 590 Breakdown
. 4204 4|8-|1 I I I (2022/3)

2018/3 2019/3 2020/3 2021/3 2022/3

*A family pharmacist is expected to provide long-term support to a patient, grasping the patient’s medication status (all prescription and over-the-
counter drugs), continuously monitoring whether or not there are any unused medications and whether any side effects occur, and providing appropriate
guidance. To enable such support, family pharmacists must meet the following criteria.

Criteria for a family pharmacist 1. More than three years pharmacy experience

2. Works at the pharmacy at least 32 hours a week

3. Has at least one year tenure at the pharmacy 4. Has obtained certified pharmacist training credentials from a certifying organization

We offer highly reliable HR services. Only two companies* in Japan have acquired

all four kinds of certification

pharmacy staff

Four things that bring peace of mind to | Medical Resources provides four reassurances to encourage
the success of pharmacists changing careers.

Business Development

Pharmacist businesses

Face-to-face engagement P

Strong brand recognition

Medical Resources undertakes HR services for Nihon Chouzai,

a company with overwhelmingly high brand recognition in the
healthcare industry, which is renowned for its high caliber of
education. By providing high-quality educational content to the
pharmacists we staff and place, we deliver high-value-added
human resources. We are striving to further enhance our brand
recognition, such as by providing client pharmacies with business
support plans and high-value-added services that draw on the
pharmacy management expertise of the Nihon Chouzai Group.

Face-to-face engagement

With offices throughout Japan, we place great value on the
information that can be gleaned by speaking directly with
medical professionals as we meet face-to-face and offer career

Strong brand recognition P Competitive <| Ability to attract customers
advantages

in pharmacist
business

<| Education

Ability to attract customers

Regardless of whether or not they are actively seeking a new
job, pharmacists tend to be highly motivated people. Many are
attuned to new information on a daily basis. Moreover, because
pharmacists are required to have a high degree of specialized
knowledge as medical professionals, needs for informative
websites, such as the one shown below (Pharma Labo), are
increasing year by year. By adapting to these circumstances
and keeping abreast of pharmacists’ careers, we are working
continuously to be an even more trusted medium.

T

PHAEMASSTATE [ —

FPWRATYT R 0120-36-8931

hslsrarmves tnones . gemm  omuane
" maren mm nans smusarey | EEVE-r | Frwearsvem | wamn

> aravae
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Privacy Mark Certificied as an Excellent Temporary Staffing Agency change counseling. We stress the importance not only of i “' ;°|;
As a company that has‘acquired Privacy Mark bgsiness ) \L\Jgﬁjsf/[g We are certified as a company thatlnot only comp\ies vyith identifying desired employment conditions of job seekers, but 7 ?} L : ? -7 l.j-\ s
certification, we recognize the value of personal information A laws and regulations, but also provides reassuring services to I h I N g J be bl E
i s/ i also their optimal working environments and needs, to be able e I s
Sustomar information n aceerdance with o prveey poiy. upport areer developmant fr tamporany Stf. help onoure. e BURONRI (7K RIOWRXT (7 ®
privacy policy. PP ‘ elop porary stafl, help 1816018 to present them with ideal job offers. ; g o
17002345 better working environments, and work to prevent problems EREEEE . . . J = fﬂ'_&a = -
at the companies where they work. Working styles have a tremendous influence on people’s lives. g
Certified as an Excellent Employment Appropriate Fee-Charging Job Placement We seek to provide a sense of security to job seekers with Education ®
\I;/Iacemen:ﬁ'B;smess et o with 29:?°¥ n tfhlethleaIthcatre Field ” regard to working styles by leveraging our high brand recognition s
€ are certified as a company that complies wi e ertification or Job placement agencies as “approprla e . . . . B rovidin hl h_ ualit educational content to harmacists in E
“Action Guidelines” set by the Excellent Employment business operators” based on standards compiled by industry and cultivating trust through direct dialogue. Yy P ) 9 high-quatty ) : P i @
Ple;;:e%metr\t Féusi;ess Ehncouragement Ctoutmi)i\‘lindt r:neets ) D grotups and _expgrts,dThis Ce”fiﬁcaﬁon_ a”O'WS| jgp pr?hviders tto ) p—t For job providers, we provide detailed information about the our staffing and placement businesses, we cultivate high-value-
certain standards such as management stapillity, thoroug 'M,un‘ get an overview In advance of agencies, Including tne content, " . . added human resources. The advanced educational rogram
legal compliance, and proper business operations. quality, and cost of services, which informs their selection of the ég"%g_‘é;]* latest developments in the career change market. Combined o . p 9
appropriate agency. with the high quality of our matching services, this supports developed for pharmacies in Nihon Chouzai's Dispensing
“Number of certified companies: Excellent Job Placement Agency certification: 35; Excellent Temporary Staffing Agency certification: 144; Privacy Mark: 16,994; our unflagging efforts to ensure a win-win situation for both job Pharmacy Business is a strength unmatched by other
Appropriate Fee-Charging Job Placement Agency in the Healthcare Field: 28 ] o ) comp anies
*Companies with all of the first four kinds of certification were extracted from all certified companies appearing in the following: JIPDEC, List of Excellent Job Placement seekers and recruiters at hiring companies. :
Agencies, List of Excellent Temporary Staffing Agencies (as of June 20, 2022)
We have continued to improve matching quality over many years certification and have sought to build a high-quality, highly reliable Content for pharmacies Content for pharmacists CCD
through our detail-oriented counseling. As a company that handles staffing and placement business. A company that obtains these ) : - } @
. . ) ) . P ) . Management A pharmacy management seminar teaching the JP Learning is an e-learning course that allows O
important personal information, we have acquired Privacy Mark certifications has not only demonstrated the quality of its placement seminars management know-how of Nihon Chouzai participants to earn the credits needed to acquire -
certification and have sought to build a high-quality, highly reliable and staffing services, but proven that it meets numerous other JP Learning certified pharmacist training credentials. The course o
) . . o . . . . Thi f ies add . provides more than 1,000 pages of substantial =
staffing and placement business. A company that obtains these criteria, including having a sound business and a framework for Business is program for companies addresses various Content =
certifications has not only demonstrated the quality of its placement compliance management. Furthermore, as 99.8% of our sales ;S)?allonprﬁ:g 'Ssges n fh?rtm'f‘C.y management through seminars
] ; i ; 1 ; ; and practical training i We hold seminars for pharmacists several times
aﬁd ;tafflng slervlces,l but proven that.lt meets numerous other derive from staffing and placemgnt services to prlvately owngd Seminars for  a year, teaching the drug dispensing and medical
criteria, including having a sound business and a framework for pharmacies and pharmacy chains other than Nihnon Chouzai, we pharmacists knowledge required of pharmacists and new
compliance management. Furthermore, as 99.8% of our sales are well-positioned to “give people the closest possible support” by High matching quality industry trends
derive from staffing and placement services to privately owned sending high-quality pharmacists into the field throughout Japan. Statfing business This program forms part of the health and
We have continued to improve matching quality over many years Retention welfare benefits for temporarily staffed
through our detail-oriented counseling. As a company that handl STEP 3 STEP 4 pharmacists.
ough our getali-oriented counseling. As a company that handies program We also hold money management seminars as
important personal information, we have acquired Privacy Mark well as other seminars for working women. 8
@®-Sapporo Branch @ 3
. . . Yaku-Tore A drugdispensing textbook edited by Nihon Chouzai, o
Placement business Staffing business Individual Job Start of job (medication provided as a smartphone-based app. The textbook §
el s e HIE 0 introduction training) also covers drug dispensing fee revisions @
Placement business ®
Kyoto Branch g
Brokerage Employment Employment Matching Kobe Branch Omiya ®-Tohoku Branch STEP 3 STEP 4 STEP 5 3
onact contract Job Hiroshima Branch Tokyo Head Office, Tokyo Branch g
° - - :
Medical providers Medical PLOV"?IG"S Branch 1 Funabashi Branch @ 3
Resources Hospitals, Resources ospitals,
(g';ﬁ”‘;";‘gr‘gg') (g';jggg;gg) Kyushu Yokohama Branch Registration [0l Job  Application/ Job offer/
£ Branch Nagoya Branch GCIIETE  introduction  interview  employment
Recruiting application Recruiting application Osaka Branch
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Business Overview - Medical Professional Staffing and Placement Business

Business Development

Doctor business

We began our full-scale involvement in the doctor staffing
and placement business in FY2017, and began expanding
nationwide from April 2018. Having a dispensing pharmacy
business within the Group affords the advantage of being
able to quickly identify the needs of doctors opening up new
practices. We are also expanding our placement business for
doctors by demonstrating the mutual benefits of collaboration
with the MC-Mentaio Sales Division, which operates
pharmacies in medical centers, near train stations, and in
shopping districts for Nihon Chouzai’s Dispensing Pharmacy
Business.

In FY2021, with the burgeoning fruit of upfront investments
made up until two years earlier, coupled with demand for
COVID-19 vaccine-related work, we saw a significant jump in
net sales—by about nine times compared to FY2017, before
we launched full-scale efforts in the doctor staffing business.
Moreover, to attract more job candidates, we bolstered our
efforts to secure job offers, resulting in a significant 182%
increase in sales compared to FY2018. We will continue to
improve the appeal of our HR businesses for doctors by
fostering an environment that can meet the needs of job
seekers.

Further, from April 2021, we were able to make social
contributions by referring doctors for the workplace vaccination
programs of companies and municipalities throughout Japan
in response to heightened demand for COVID-19 vaccination.

Contributing to sales in FY2021
Growth in Sales of Doctor Business

(%)
1,000
877

500
336 374

183
100

2018/3 2019/3 2020/3 2021/3 2022/3

*Compared to sales in FY2017 set at 100%
*Results of Workers Doctors have been included in the doctor business
due to that company’s integration

Increase in the number of job offers in FY2021
Growth in Doctor Job Offers

(cases)

15,000
13,937
12,829
11,359
10,000

7,675
5,000

2019/3 2020/3 2021/3 2022/3

/ shs o S
7w EMEBY A FCSEESE
: vl"! ;“::1’/“ N yl'LT ’:::Ru “'{l
WHTOBWT AFNT 9T - BHEiH LV

Hiths FrUTT v FICHEL
BT ESHERY A -

EETERY A

Registered pharmaceutical seller business

More companies are seeking to hire registered pharmaceutical
sellers, who are qualified to sell Class 2 (medium-risk) and
Class 3 (low-risk) over-the-counter (OTC) drugs. The scale of
this market is also expanding, as drug stores, convenience
stores, and other retailers broaden their lineup of OTC drugs.
Medical Resources entered the registered pharmaceutical
seller staffing and placement field in FY2018. Although sales
in FY2020 decreased amid the COVID-19 pandemic, with
the growing number of job providers since April 2022, we are
expecting a recovery in performance going forward. We also
overhauled our recruitment website in March 2020, drawing
broad support, and have been chosen as the No. 1 company
among registered pharmaceutical sellers considering a career
change.
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Growth in Sales of Registered
Pharmaceutical Seller Business

(%)
500
443

374 306

250
100

2019/3 2020/3 2021/3 2022/3
*Compared to sales in FY2018 set at 100%
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Nurse business

We overhauled the recruitment website for nurses in August
2019 to make it easier to use for job seekers. In the previous
fiscal year, we augmented the number of staff in this business
and have been carrying out nurse-centered sales activities.
One outcome has been that we were voted the No. 1
recruitment site with trustworthy consultant support. Though
fairly new, the business is off to a solid start, and we will
continue to take actions to grow the business going forward.

Occupational doctor business

As part of the key strategy of promoting doctor businesses,
we entered the occupational doctor HR field in November
2020. We will expand our presence in the healthcare field

by capturing the growing demand for effective health
management as part of corporate management. By drawing
on Medical Resource’s track record in doctor placements and
nationwide sales framework, we will expand the occupational
doctor HR business nationwide while also broadening the
business to meet a wider range of needs for occupational
health management, including mental health, which has
become indispensable for companies’ health management
initiatives.
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Medical Resources
Occupational doctor referral

Occupational doctor placement service

‘ 2‘ j WORKERS DOCTORS

Healthcare

workplace

Placing medical staff for mass vaccination efforts

Increasingly in Japan, local governments and companies have
turned to outsourcing doctor and nurse placement to carry
out mass vaccination efforts to combat COVID-19. Securing
adequate medical staff is a major issue constraining these
efforts, but through its comprehensive medical HR services,

54

Medical Resources is positioned to provide the needed
pharmacists, doctors, and nurses, and boasts expertise in
gathering medical staff with a short turnaround time. To date,
we have placed medical professionals with more than 50 local
governments, companies, and corporate groups.

UOIIONPO.IU|

abesso|\ do|

anjep ajeain 3\ MOH

Aungeureisng

90URBUIBAOK) 8]1810d100)



* Sustainghil

21 Material Issues Nihon Chouzai is Addressing

In FY2021, the Nihon Chouzai Group identified 21 material
issues essential to contributing to a sustainable society. Based

we will pursue initiatives from the two-pronged perspective of
contributing through business activities and strengthening the

on these issues, which are broadly divided into six groups, management foundation. =)
g
Materiality Group (Purpose) Material Issues SDGs Contributed to %
Increase the effectiveness of drug treatments for patients by strengthening g
1 pharmacy functions (accommodate advanced healthcare and regional S
healthcare)
2 Expand the functions of pharmacies to support the health of the community HBNELSENS o if”‘”/“",“""“
(e.g., iliness prevention and pre-symptomatic illness)
_ ilaihidia : “we | NI | 4d
3 Contribute to social security by ensuring appropriate use of pharmaceuticals
. at pharmacies vt uwosnr | 19 aur 16 e
Healthcare quality and e
e accessibility Ensure the continuous operation of pharmacies as a regional healthcare/ @
The Nihon-Chouzai.Group promotes sustainability management. Here, we wilkintroduce the'Group’s policies.and material 4 ;Vtﬁgifgr'gfe’:ﬁmcm’ev and respond effectively to disasters, pandemics, and
: ’ : y 5 17 oo
issues in this regard. 5 Ensure the medical safety at pharmacies @
6 Leverage digital transformation to promote online healthcare and create new
business -
o
7 Publish surveys and research that contribute to the development of healthcare ko)
<
. . - . Mottt 8 Soucsom D
8 Undertake R&D and manufacturing of safe, high quality pharmaceuticals @
—4/\/\’ /\/ 1)
i D
Quality and “l S
) ) ) ) - ) B  stable supply of = @
The Nihon Chouzai Group recognizes sustainability as a central transparent foundation for management that seeks to protect pharmaceuticals 13 o
aspect of a management strategy that seeks to enhance the environment. Through our business activities, we will work 9 Ensure a stable supply of pharmaceuticals @
corporate value over the longer term. Through dialogue with to address social issues in the medical and healthcare fields and
all of our stakeholders and in collaboration with them, we will pursue a sustainable society. Resolving human 10 Provide “human” support in providing high-quality healthcare services g s | 4w oo,
strive to ensure respect for human rights and build a fair, highly C issues at healthcare .' I
institutions Support occupational health and general health, including mental health, by
introducing occupational physicians
) . B 1 Reduce waste materials and increase the efficiency of resource usage, g vnmonao | g vasmavounon | 40 oo T
Sustalnablllty Promotion Structure espedially at pharmacies and plants o g
Contributing to a & CX)
D carbon-neutral, circular 13 Reduce CO; emissions by increasing energy usage efficiency and promoting E
. . . . " . : . 3 ’ the use of renewable energy cuwe e P JSTICE @
In line with our Basic Sustainability Policy, we are incorporating Board Pireciors economy 13 o 14 Bovwas 16 o o
sustainability into our management strategies. The Board of 14 Build environment-friendlly and society-friendlly supply chains with outstanding ¥ Qag
' ) - t :
Directors thus decides on key matters related to sustainability. ransparency @
We are also establishing éli Sustamablhlty Committee that reports Sustainability Committee 1 ile;cc:ra guggty; ;ﬁziﬁge;g;na&seu&%og% m Z?rgr?%ngyse ge;;owth, and put in s | g o o e e
directly to the Board of Directors. Chaired by the president, Chair: President and CEO !ﬂ' p 2 > 1)
the committee meets twice a year in principle to supervise « Formulating a basic policy on sustainability management Fostering and utilizing 16 F;]romoti d‘iversity, respect for human rights, and the participation of women in v
o . : e diverse workforce the workplace ot st
and evaluate the progress of initiatives to address the material 0 (R)egular TEV'erOf mftetr]a\ issues — ol 16 i
) ) P ) ) ) ) ¢ Overseeing and evaluating progress of initiatives on material . :
issues the Group has identified, build these issues into business issUGs 17 EStablish a workplace environment thiat enhances employee health and
strategies, and deliberate on observance of international * Incorporation into business strategies -
o L o . ¢ Deliberation on observance of international guidelines and Support the healthcare and welfare fields (e.g., persons with intractable
guidelines and participation in global initiatives, reporting to the participation in global initiatives diseases or disabilities) i e | 4 Sonoe | 8 Eowaconm
Board as needed. After clarlfylng the depar’[ments responS|bIe Strengthening 19 Continuously strengthen corporate governance, and disclose information with !ﬂl %)
for sustainability initiatives, each department promotes initiatives : F governance to fulfill a high level of transparency YT [Ty o b
. . . . e . . - ' . .y . . N i ihiliti AN ANDSTRONG FORTHE GOALS
in their own areas. With the Sustainability Supervision Office in Sustainability Supervision Office sozilliralhliis 20 Continuously strengthen compliance, and prevent corruption @ o g
charge of execution, we are building a framework to support : " ) ) ) ) i: 3
) . L ) . ) ) : 21 Create opportunities by appropriately evaluating and responding to risks g
steady progress in Group-wide initiatives while coordinating with v d ud a =
e ri rtments (in ing Gra mpani =
individual departments. arious departments (including Group companies) <
Initiatives for Material Issues, Disclosure Based on Task Force on
Performance Indicators Climate-related Financial Disclosures
P : FD) R mmendation
Identifying Material Issues o _— (TCFD) Recommendations
To contribute in a more concrete way to sustainability through
) ) ) ) ) L ) our business activities and to strengthen our management The Corporate Governance Code of the Tokyo Stock Exchange
To contribute to a sustainable society and continuously Chouzai Group in light of the 17 SDGs and the 169 goals tied to ) ) g ) 9 o )
. - . . . foundation, we have formulated initiatives and performance mandates that companies listed on the Prime Market make
enhance corporate value, we are working to identify material them. We looked at the relationship to the SDGs and the depth e o o ) ) @)
: . S . . ) indicators related to our material issues. These will guide disclosure based on the TCFD recommendations of the o)
issues, connect management strategies to sustainability, and of relevance, held repeated discussions by the project team, and o ) ) N . . . . 3
o ) o L . N ) . our efforts to further promote sustainability management Financial Stability Board. Recognizing that dealing with climate 3
promote effective initiatives. In identifying material issues, assessed the results with the addition of an outside perspective. ) o o ) o ) o 5
: ' : ) going forward. We will review the performance indicators change is a critical issue in sustainability management, we have =
through interdepartmental discussions taking place over about ) ) ) e . @
. . o . as appropriate, making disclosure on indicators under calculated Scope 1 and Scope 2 COz emissions @] P57 and )
six months, we surveyed the business activities of the Nihon i ) ) i . ) , o i o)
consideration as needed. For detalils, see the Nihon Chouzai published them on the Group’s Sustainability website. S
Group Sustainability website. >
L
step 1 STEP 2 STEP 3 ster 4 : : — : 3
® Nihon Chouzai Group Sustainability Website = ®

Approval by Sustainability
Committee and Board of
Directors

Analyzing the current situation Rating and prioritizing
and extracting issues issues

https://www.nicho.co.jp/en/sustainability/

Third-party opinion

NIHON CHOUZAI INTEGRATED REPORT 2022 55 —— 56


https://www.nicho.co.jp/en/sustainability/
https://www.nicho.co.jp/en/sustainability/

The Nihon Chouzai Group’s Response to Climate Change

Recognizing that dealing with climate change is a critical issue
in sustainability management, the Group in June 2022 endorsed
the recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD). Going forward, we will consider
measures to address climate change and reduce greenhouse

TASK FORCE on

I ‘ m CLIMATE-RELATED
FINANCIAL
DISCLOSURES

CO, emissions of our group

gas emissions, making appropriate disclosure based on the
TCFD recommendations. FY2021 Scope1 Scope2
5,766t-CO-e 35,205t-C0-e

Dispensing Pharmacy Business
In the Dispensing Pharmacy Business, we are working to lower our environmental impact by creating environment-
conscious pharmacies, promoting the use of personal shopping bags, and reducing unused medications. While considering

convenience for the patients visiting our pharmacies, we will comply with all environmental laws and regulations and take
proactive measures to protect the environment, striving to use resources effectively across all of our business activities.

Creating Environment-Conscious Pharmacies

The Group is taking the following initiatives to create environment-conscious pharmacies.

W Reducing electric power consumption through the use of LED B Adopting wooden building structures that use less energy
lighting and sensor-based lights and adopting natural ventilation in manufacturing and generate fewer CO2 emissions during
B Lowering dependency on air conditioning through the use of heat construction
blocking film in windows W Reducing water usage by adopting water-conserving bathroom
m Using flooring materials that comply with the Green Purchasing Law facilties

Reducing Unused Medications

If patients receive a new prescription while still having unused
medications at home, they may confuse the new and unused
medications and use them incorrectly. Likewise, they may
take unused medications without realizing they are past their
expiration date. There is a chance that this will interfere with

the correct use of medications at the correct dosage. Amount of Unused Medication Reduction

Reducing unused medications is not only necessary to (Milions of yen)

ensure that patients use drugs properly, but also leads to 300

fewer drugs being thrown away. 207 244 253
At Nihon Chouzai pharmacies, pharmacists can confirm 200

the status and number of medications and contact the

prescribing doctor to have them adjust prescription lengths. 100

Pharmacists are also seeking to reduce unused medications

by preparing memos explaining the situation for patients to 0

give to the doctor directly at their next visit. 2020/3 2021/3 2022/3
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Pharmaceutical Manufacturing and Sales Business

The Pharmaceutical Manufacturing and Sales Business renovates the production facilities it acquires, installing the latest
equipment to ensure lower CO, emissions, fresh-water usage, and electrical power usage. Newly constructed plants are
designed from the planning stages to be environmentally friendly. We will continue to make investments and take initiatives

to reduce our impact on the environment.

Initiatives in the Manufacturing Division

W Reducing power consumption at Nihon Generic Tsukuba No. 2
Plant and Choseido Pharmaceutical Headquarters No. 2 Plant
by lowering dependency on chillers through the use of mist spray
cooling using plant wastewater

B Shifting to LED lighting at Nihon Generic Tsukuba Plant and Tsukuba
No. 2 Plant and the Tokushima Research Institute of Choseido
Pharmaceutical

B Lowering dependency on air conditioning load by adopting a low air
flow draft chamber at Nihon Generic Tsukuba No. 2 Plant

B Adopting ultra-high-rate transformers capable of cutting power loss
by about 35% versus top-runner transformers at Nihon Generic
Tsukuba No. 2 Plant

B Introduction of a heat pump system that heats and cools
simultaneously at Choseido Pharmaceutical

B Reducing liquefied petroleum gas by lowering dependency on
chillers through the use of mist spray cooling using plant wastewater

M Installing solar panels at Choseido Pharmaceutical, Nihon Generic
Tsukuba No. 2 Plant. Reducing the amount of external electrical
power through the use of power generated on-site

City Gas Usage (thousands of square meters)
(per 100 million tablets produced)

80
73.69 70.13 74.67

60

40

20

0
2020/3 2021/3 2022/3

Freshwater Consumption (thousands of square meters)
(per 100 million tablets produced)

4 3.41 3.65 3.48
3
2
1
0

2020/3 2021/3 2022/3

Total Waste Generated (tons)
(per 100 million tablets produced)

32
24 24.17 22.47
19.57
16
8
0

2020/3 2021/3 2022/3

CO; Emissions (thousands of tons)
(per 100 million tablets produced)

0.8 0.78
0.72 After

06 0.67 deducting

: C_——— green energy
0.4 0.61
0.2

0

2020/3 2021/3 2022/3

Electric Power Consumption (thousands of kilowatt hours)
(per 100 million tablets produced)

1,200 116377 4091.56 1,096.36
900
600
300
0
2020/3 2021/3 2022/3

Amount Recycled (tons)
(per 100 million tablets produced)

6.0
45 4.55
8.0 2.42 2.41
1.5
0
2020/3 2021/3 2022/3

Carbon Neutral LNG Buyers Alliance*.

other resources, and using them more efficiently.

generate CO; on a global scale even when combusted.

carbon neutral society.

Nihon Generic was first in the generic drug sector to introduce carbon neutral
city gas supplied by Tokyo Gas. The move is expected to cut CO2 emissions by a
total of roughly 4,000 tons per year at the three sites. The Group will promote ESG
management to help protect the environment by using less electricity, gas, water, and

*1 Gas made from liquefied natural gas (carbon neutral LNG), which offsets the greenhouse gases generated in the
process from extraction to combustion of the natural gas with CO: credits (carbon offset) and so is deemed to not

Carbon Neutral City Gas Introduced at Three Sites in Tsukuba

In February 2022, Nihon Generic introduced Tokyo Gas’ carbon neutral city gas*' at its
Tsukuba Plant, Tsukuba Plant No. 2, and Tsukuba Research Institute, and joined the

*2 An alliance bringing together Tokyo Gas, which procures and supplies carbon neutral LNG, and companies that buy
carbon neutral LNG to increase the use of carbon neutral LNG and improve its utility value, with the aim of achieving a
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Fostering and utilizing diverse workforce

' Human Resources

Our recruitment and development of human resources are informed by three concepts: Be Active,

v Commitment, and Professionalism.

Recruitment

To be able to provide high-quality pharmacy services and
hone our competitive strengths to expand the organization,

we are actively recruiting pharmacists and staff in various other
disciplines.

New Pharmacist Graduates

The importance of a pharmacist’s patient-centered work—
whether in the family pharmacist system, at-home medical care,
or consultations about drug therapies in various specialized
fields—is gaining attention. Securing excellent talent is the most
critical issue in realizing the growth strategies needed to survive
ongoing restructuring of the pharmacy industry in Japan. To
this end, we are taking steps to recruit talented new pharmacist
graduates.

® Nihon Chouzai new pharmacist graduate
recruitment page
https://www.nicho.co.jp/shinsotsu/

Company popularity ranking among job-seeking university graduates
Mynavi/Nikkei survey 2023

Nihon Chouzai ranked NO. 1 37|15
in the industry in four categories newhires

Healthcare/welfare/pharmacy

majors: 1st place (last year: 2nd)

Chemistry/pharmacology

majors: 1st place (last year: 1st)

20th (last year: 24th)
7th (last year: 8th)

Science majors overall:

Female science majors:

Managerial Resources

We are also strengthening the recruitment of personnel in
managerial positions who are capable of mapping out solid
strategies for future growth, including new business generation
and new operating frameworks.

We are capitalizing on a wide range of recruiting channels to
attract both new graduates and mid-career personnel, with the
aim of securing the best talent in each discipline, from HR and
business development to marketing and engineering.

NIHON CHOUZAI INTEGRATED REPORT 2022

Raising Up Next-generation Leaders

Nihon Chouzai has five programs in place to raise up the next
generation of managers.

Mid-career employee training

We provide separate training for two groups of employees
aiming to become future managers: career-track new graduates
and mid-career employees. We identify required skills from
annual training charts and incorporate these into the training
program. We also provide support before and after the training,
including preparatory and follow-up assignments involving
superiors, and career interviews.

Digital transformation training

Launched in 2021 as part of our digital transformation strategy,
this program seeks to secure and develop technologically savvy
personnel. Participants chosen from each department attend
training, give a digital transformation proposal presentation, and
generate new proposals.

Evaluator training

We conduct this training for management leaders. They learn
the key points of fair, impartial staff evaluations, and how to
use the evaluation system to boost motivation and foster the
development of subordinates.

E-learning

Used for training in digital transformation, Privacy Mark business
certification, and other learning for the purpose of understanding
various systems and learning efficiently.

Talent management

After clarifying the qualities and requirements of next-generation
leaders, we conduct assessments and reviews, and carry out a
skill development plan for the candidates we identify. Growing
the business requires numerous talented leaders, and we are
building a pipeline of potential leaders with a management
outlook ready to take on key roles at any time.
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Culture

Empowerment of Women in the Workplace

About 70% of Nihon Chouzai employees are women. Given
this reality, we recognize that, to grow the company, it is
essential that we create a framework that allows women

to reach their full potential and to provide opportunities for
the active participation of every employee regardless of
gender. This thinking guides our efforts to build a working
environment conducive to ease of working.

Female employee ratio 72.9%

Number of people t_lsing reduced working 560

hour system for childcare

Rate of return from childcare leave 100%
(FY2022)

Active Participation of People with Disabilities

Nihon Chouzai is promoting various initiatives to enable diverse

human resources to play an active role in business operations.
Nihon Chouzai currently employs 113 staff with disabilities,
representing 2.33% of all employees (as of June 2022). This
exceeds the statutory employment rate. We are actively seeking
to hire more employees with disabilities while broadening the
scope of potential job positions.

Broadening the scope of job positions

In addition to existing jobs, such as pharmacy work, medical
office work, and clerical work, we are expanding the scope of
potential job positions, such as serving as a driver for pharmacists
conducting home-visiting services.

Sign language to deal with customers and give
medication guidance

Hard of hearing pharmacists at some pharmacies communicate
with customers using sign language. Moreover, in-house e-learning
content is available to all Nihon Chouzai pharmacists teaching sign
language and other considerations needed to deal with hard of
hearing pharmacy customers.

Dedicated support staff system

We assign dedicated support staff to every employee with
disabilities, from the time of the initial job interview through to a
follow-up period after joining the company. Dedicated support
staff receive the job coach training, and are taking other steps to
provide more robust support for job retention as company-based
job coaches.

Job retention measures

After an employee with disabilities joins the company, the
dedicated support staff member conducts regular interviews

and follows up by telephone. Public health nurses also provide
support, working with managers in the workplace to address any
issues early as possible. In these ways, we are working to create
an environment where employees can work without worry.

60

Diversity and inclusion Ease of working

v We aim to foster a culture in which diverse human resources can play an active role.

Outside Recognition
(Diversity and Inclusion)

Nihon Chouzai has been recognized for its ongoing efforts

to foster an environment which makes it easier for women to
work and to create opportunities for the active participation of
all employees regardless of gender. These efforts have earned
the company the following certifications from the Ministry of
Health, Labour and Welfare.

2021 F57
‘Ff* % ‘i
3
Py >
=
\Az\'} o X -
A K7 * &
Spg T E i EBENHOTIZIR
Eruboshi Kurumin Tomonin
Empowering the participation  Support for parenting Support for long-term care
of women in the workplace Acquired in 2021 providers
Acquired in 2018 ( Nihon Chouzai, ) Acquired in 2021
(Nihon Chouzai) Nihon Generic (Nihon Chouzai)

Promotion of Health Management

For Nihon Chouzai to provide the best possible medical services to
the communities we serve, health management aiming to maintain
and improve the health of our own employees is a priority.

We have issued a Declaration of Health and established
performance indicators striving to promote health, improve
productivity, retain staff, and recruit talented employees. We have
also built an organizational framework to allow industrial doctors to
be involved in our health promotion from a professional standpoint.
We are creating a system in which all employees are conscious
of their own health and can contribute to fostering a vibrant
workplace culture.

Health management initiatives

W Establishing standard values for employment based on regular medical
check-up results and starting outreach to high-risk individuals

B Prohibiting smoking on the premises, including outdoors, at all business
sites

M In-house collaboration (lifestyle improvement programs, online medical
consultation program for people with high blood pressure)

B Stress checks and self-care training for new employees

B Workplace COVID-19 vaccination: joint vaccinations with other companies

B Enhanced support for balancing medical treatment and work (certified by
the Tokyo Metropolitan Government and Kanagawa Prefecture), etc.

Certified as a 2022 Health & Productivity Management
Outstanding Organization in the large enterprise category

In March 2022, Nihon Chouzai was certified as a 2022 Health &
Productivity Management Outstanding Organization in the large
enterprises category under the Certified Health & Productivity
Management Outstanding Organizations Recognition Program
established by the Ministry of Economy, Trade and Industry.
This program recognizes companies that take employee health
management seriously from a management perspective and
strategically pursue health management in line with initiatives to
address regional health issues and with the health promotion

efforts of the Nippon Kenko _——— 2022
Kaigi (Japan Board of Health). .,.,"_-'-_.é_ R E @ RIAA

Health and productivity
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Human / Social

Engagement

Organization

Under the new Group philosophy, we aim to be an organization that realizes high employee engagement

=1
2% 2
3 Q
Measure to Instill the Group Philosophy 5
. . ) ) ) o Healthcare quality’and acc -
The Nihon Chouzai Group formulated a new Group philosophy in April 2022. Through a combination of top-down and bottom-up Qualitysandstable supply of pharmaceutical
initiatives, we aim to inculcate throughout the Group an outlook that expresses the Group’s purpose in society and defines the actions P. | Resolving-human issues at healthcafly institutie
needed to lead to future growth.
Communication from top management to all employees
* We distributed card; Cont?in.ing amessage from the preSiqen.t toal In FY2021, the Nihon Chouzai Group has identified material issues essential to contributing to a sustainable society. Based
employees, along with a similar video message. We also distributed X . i i K
a pamphlet explaining the new philosophy, describing the context on these issues, we will actively work to contribute to society and the development of healthcare.
of its formulation and spelling out the Group’s commitments with _
regard to the future. Materailities related to Social 2
® Regular messages via the corporate intranet expressing the thinking TR = =
of each executive on the Group philosophy and how it relates to bicLizbo Materiality Group o}
various Group businesses . (Purpose) Material issues related to Social Measures Details 7
= [
. . i ; e o
Community of employee philosophy advocates | i o Increase the effectiveness of drug treatments for [ ] S:r\gilzggent of highly specialized healthcare =
. ) . . #a-7ms patients by strengthening pharmacy functions
° Formathn of a community of influencers across various Group 1 (accommodate advanced healthcare and regional H Functional differentiation of pharmacies (regional !] P35
companies and departments, from young to mid-career employees, cooperation pharmacies, specialized medical
o : . . - healthcare) T ) .
aiming to smoothly inculcate the Group philosophy at each site P b institution cooperation pharmacies)
Opportunities for employees to engage with Group philosophy ek Expand the functions of pharmacies to support the M Certified Nutrition Care Stations ES]
. o ' oo DEAANCA-D 2 health of the community (e.g., ilness prevention and M Health Check-Up Stations —
® Regular article series in the Group in-house newsletter where pre-symptomatic ilness) W Health Support Pharmacies !| P36
employees talk about the philosophy in their own words Cont | b
. . ontribute to social security by ensuring appropriate . o
 Fostering daily awareness through cards to carry around A 3 use of pharmaceuticals at pharmacies Il Reducing unused medications !l P57 .
A pamphlet and card explaining the new Group philosophy distributed to all employees i o
pame panng P o oo HeaJthcare q;all ;ty Ensure the continuous operation of pharmacies as a <
and accessibllity 4 rggional healthcare/welfare infrastructure, and respond  Online services !l P38 s
effectively to disasters, pandemics, and other crises @
@)
Engagement 5 Ensure the medical safety at pharmacies Il Automation of dispensing work !l P37 Qﬁg
We place great importance on employee engagement as the basis for increasing corporate value. o
6 Leverage digital transformation to promote online M Online services !l P31 g<3
healthcare and create new business W Formulation of digital transformation strategy !| P38 c
Survey In-house workshop = o
) - ) . 7 Publish surveys and research that contribute to the Il Research on improving the quality of drug
Target Number of Response rate Creating opportunities for dialogue serves as a foundation development of healthcare treatment as a healthcare team
questions for enhancing employee engagement. To this end, we have ) ) i
o ) ) L B 8 Undertake R&D and manufacturing of safe, high quality B Quality control initiatives !l P43
All Group 142 93.04% conducted multiple in-house online workshops with participation . pharmaceuticals uality =
companies ’ ° from across the Group. EealYiand

The Nihon Chouzai Group believes that greater engagement
between the company and its employees is essential to
increasing corporate value by generating and drawing on group
synergies.

We carried out our first engagement survey for the entire
Group in 2021. Survey scores in areas regarding the future of
the company were extremely high compared to survey data for
other companies. This result represents a significant advantage
for the Group in terms of achieving stable, ongoing growth. We
carried out a follow-up survey in 2022. Without worrying about

Around 80 employees, spanning various business and
administrative departments, and including Group companies,
take part in the workshops. The program involves a forum for
sharing values about the state of the Group as an organization
and about the work each individual engages in. Also, to create
a corporate organization bound together by a shared outlook,
participants consider how the Group philosophy specifically
ties in with the work of the various departments. Teams of

participants then give presentations on their findings to promote

mutual understanding and build familiarity with the philosophy.
As representatives from different departments share their

stable supply of
pharmaceuticals

Ensure a stable supply of pharmaceuticals

B Pas

M Initiatives for stable drug supply

(o]
Resolving human
issues at healthcare
institutions

10

Provide “human” support in providing high-quality
healthcare services

H Staffing and placement of medical professionals
(pharmacists, doctors, registered pharmaceutical !l P49
sellers, nurses)

11

Support occupational health and general health,
including mental health, by introducing occupational
physicians

W Occupational doctor business

B P54

—( Topics )

Nihon Chouzai announced the launch of an online medication

Online Medication Guidance Started for Coastal Seafarers

Apqeureysng

small fluctuations in response values, we will use the surveys various challenges and sources of motivation, and as they guidance service for seafarers on board coastal vessels responsible S oy
to accurately analyze where the Group stands and work to bring back what they have learned to share it with their own for the maritime transport of cargo in Japan. The service uses the ' I' @)
- ) o ' : 2) Prescripti 1) Online mediical o
ensure that all employees understand Group policies and are departments, we are working toward cultivating a culture that ZECT Medical Online (ZMO) system developed by ZECT, Inc. @) prescrpton { i e se" 3
empowered to put the Group philosophy into practice. facilitates lively communication and fosters greater engagement. According to the Ministry of Land, Infrastructure, Transport and E Oexn / Medical institutions \ i g
) . Tourism, the average disease rate for seafarers (those participating (3) Online medicati o , =
We will continue to conduct regular surveys, and take steps ) - ) @
the G o | ¢ in the Japan Health Insurance Association) was 0.81% in FY2017, | o
across the aroup 1o Improve employee engagement. higher than the 0.41% rate for land-based workers*. Some ships N‘E(?:"thi"uza.) (W ‘mﬂ ff;’:sse‘l";' %
are at sea for up to three months at a time. Building a system that drug drugs at =
. . . . . delivery port of call =]
can enable delivery of drugs prescribed during online medical o
. . . . . . Port of call or maritime =
consultations and medication guidance will make a quick response transport operator base 8
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possible when there is a drug shortage onboard or when a
prescription needs to be adjusted.

*According to materials of the October 23, 2020 meeting of the MLIT Seafarers
Committee.
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As a professor at the Graduate School of Business
Administration of Hitotsubashi University, | have researched
financial accounting, corporate valuation, and corporate
transformation. A year has already passed since | assumed
my position as an outside director of Nihon Chouzai
Co., Ltd. in June 2021. Over the past year, | feel that
the Board of Directors has undergone major changes.
When | first took the position, discussions at Board
meetings included detailed matters related to business
execution. Fundamentally, | believe the Board of
Directors should discuss critical issues such as
management strategies aimed at sustainable growth
and the longer-term improvement of corporate value.
Based partly on my advice, the Group decided to
introduce an executive officer system in April 2022.
This made it possible to better separate the business
execution function from management decision-
making and oversight functions, which has changed
the quality of discussions at Board meetings and led
to faster decision-making and business execution.
There has also been a change in directors’ awareness:
| feel directors are shifting from the perspective of
individual company managers toward a perspective
that encompasses the entire Nihon Chouzai Group.
| see my role as an outside director on the Board
as working to enhance corporate governance and
reinforce the Board’s role as a monitoring board. |
also believe | can advise and oversee management
by drawing on knowledge gained from my academic
background to actively speak up at Board meetings.
Moreover, given that Nihon Chouzai has shareholders with
a controlling interest, taking the principle of shareholder

NIHON CHOUZAI INTEGRATED REPORT 2022

Messages from Outside Directors and Audit and Supervisory Committee Members

Drawing on a wealth of
knowledge and experience,
my role is to advise and
oversee management from
an objective standpoint.

Mikiharu Noma

Outside Director

equality for granted, | believe in general that having a third-
party perspective and drawing attention to the protection
of minority shareholder interests is a key role of an outside
director. If a conflict of interest should arise between
shareholders, | see it as my duty to express my opinion
from the standpoint of minority shareholders. In this way,
as an outside director, | seek to provide appropriate
feedback and take part in constructive discussions.

The Nihon Chouzai Group faces three issues in terms
of enhancing corporate value over the longer term. The
first is how to move ahead with digital transformation
of healthcare. | think it is essential to consider ways of
harnessing the various data obtained from subscribers to
the Okusuri Techo Plus electronic medication notebook. The
second issue is how to connect high-quality pharmacists,
one of Nihon Chouzai’s competitive strengths, with digital
technology in a way that meets the needs of patients and
medical institutions. The third issue concerns reforms
targeting further growth in the generic drug manufacturing
and sales business. The Nihon Chouzai Group will grow
dramatically if it can deal with these three issues.

Nihon Chouzai’s growth is supported by pharmacists
and other personnel in the healthcare field. It is vital
to create an environment in which they can shine in
their work. This feeds into customer satisfaction, which
ultimately provides shareholder satisfaction. | hope all
of the Group’s stakeholders will look forward to the
long-term growth of Nihon Chouzai as a company
that “gives people the closest possible support.”
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Drawing on a broad ran
of business experience t
monitor business executio
across the entire Group.i
|

Nobuyuki Hatakeyama

Audit and Supervisory Committee member

It has been 35 years since | joined Nihon Chouzai as a
salesperson. Although | started out in sales, | was later able
to experience various other departments. Drawing on this
experience, | am currently making use of the Group’s internal
control system to carry out audits, as well as monitor the
execution of duties by directors, all from the perspective
of our stakeholders. | am constantly collaborating and
exchanging information with the in-house Audit Office and
monitoring the further establishment of internal controls
that make the occurrence of compliance violations difficult.
Above all, an Audit and Supervisory Committee member
is expected to monitor and oversee the business from the
standpoint of appropriateness and legality, always asking
whether the execution of duties by directors is in keeping
with corporate bylaws and any laws and regulations, as
well as whether it is reasonable and efficient in light of
corporate policy. | also participate in decision-making,
voting on the Board of Directors while seeking to carry
out monitoring and oversight of directors’ execution of
duties. | recognize the importance of proper disclosure
to stakeholders through the exercise of these functions
and by preparing and publishing year-end audit reports.
We are pursuing initiatives to achieve more robust
corporate governance, including further enhancing
internal controls, appointing outside directors, further
augmenting the in-house audit department, and developing
a risk management framework. We have established a
rigorous framework for monitoring violations of the bylaws
or laws and regulations. In April, we also introduced
an executive officer system to separate management
decision-making and business execution. | am confident
that this will help in enhancing corporate value.
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In terms of issues for the Group, | think it is crucial to
ensure that the internal controls, various committees, and
frameworks involved in group governance are fully functional,
and given even more extensive reach and effectiveness.
| also think we should consider building a Group
management framework centered on Nihon Chouzai as the
parent company, promote personnel exchanges, and set up
a management department that oversees the entire Group.

To ensure the effectiveness of the Board of Directors,
we conducted a 31-item questionnaire to assess
various aspects of the Board and had the results
evaluated and analyzed by a specialist agency. The
results were shared with the Board and discussed freely
and openly. Since the Board of Directors functions as
both decision-making and supervisory body, | would
like to see Board discussions focus even more on key
management and business strategies, as well as steps
to establish even more effective group governance.

Efforts to achieve sustainability management that
encourages business activities grounded in the
Nihon Chouzai Group’s newly stated philosophy—

“to give people the closest possible support”—
are indispensable. | also believe it is important to
monitor the strong commitment of each Board
member to sustainability-conscious management.

Finally, as Nihon Chouzai Group moves toward
its goal of 1 trillion yen in Group sales in FY2030, |
would like to see every member of the Group take
pride in being people deeply involved in healthcare
and be able to move forward resolutely supported
by rigorous compliance, integrity toward people and
society, and an unflagging commitment to propriety.
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Board of Directors :: ofiune 23 2029

Yosuke Mitsuhara
President and CEO

Having served as General Manager of the Corporate Planning
Department, Subsidiary Director, Managing Director, and Senior
Managing Director, Mitsuhara became President and CEO of the
Company in 2019. With thorough knowledge of ICT, he spearheaded
development of the Company’s electronic medication notebook and
has implemented company-wide digital transformation initiatives. With
an MBA from Waseda University Graduate School and a master’s
degree from Johns Hopkins University Bloomberg School of Public
Health, he is contributing to management from both management and
medical perspectives. From December 2021, Mitsuhara chairs the
Sustainability Committee.

Toshiyuki'Koyanagi

Director'and Senior Executive Officer

Pharmacist. Koyanagi joined Nihon Chouzai after working in a hospital. He
has since served as Manager and General Manager of the Pharmaceutical
Department, General Manager of the Purchasing Department, and in other
capacities. In addition to overseeing the Dispensing Pharmacy Business,
his responsibilities include pharmacy staff training, drug planning,
marketing, generic drug promotion, purchasing, at-home care, healthcare
promotion, pharmacy branch management, quality control, systems,

and business development. With a wealth of experience in pharmacy
management and thorough knowledge of medical administration, he

has contributed to the expansion of the Dispensing Pharmacy Business
by taking the lead in addressing changes in the operating environment,
including medical service fee revisions.

Yoshihisa Fujimoto
Directorand Senior Execufive Officer

Fujimoto is responsible for corporate governance, working style reform,
empowering women in the workplace, recruitment, and corporate
branding, as well as serving as Chief Security Officer (CSO). He
contributes to the governance of the entire company, including serving
on the Information Security Committee, and the Risk Management and
Compliance Committee.
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Naoto Kasai
Managing Director and Managing Executive Qfficer

At Mitsubishi UFJ Trust and Banking, Kasai was Manager of the Human
Resources Department, Manager of the Corporate Planning Division,
and a Branch Manager. As General Manager of the Sales Management
Department in charge of new pharmacy openings for Nihon Chouzai,
he sets policy for pharmacy openings, acquisitions, and pharmacy
development, and manages business operations. Kasai has also been
in charge of Public Relations and Sustainability since June 2022.

Noriaki Miyata

Directorand Senior Executive Officer

Pharmacist. Real Estate Transaction Specialist. Since he first joined the
Company, Miyata has been consistently engaged in the development
of the pharmacy network, drawing on his knowledge of real estate

and extensive experience in the pharmaceutical industry to grow the
network. Over his many years of sales activities, he helped to open
hospital-front pharmacies, pharmacies serving medical centers, and
pharmacies located on hospital premises. He also helped expand the
network of Nihon Chouzai’s unique hybrid pharmacies.

Kazunori Ogi

Director and Senior Executive Officer

Before joining Nihon Chouzai, Ogi worked for a leading bank and was
involved in finance and MBO projects for major companies. After joining
the Company, he was a Manager of the Finance Department. Currently,
as Director and General Manager, he is in charge of accounting, finance,
and affiliated companies. In terms of the Group as a whole, he helps to
identify management issues for the Company and its subsidiaries and
formulate management strategies to address them. Since October 2021,
he has also served as President and CEO of Choseido Pharmaceutical
Co., Ltd. and Director of Nihon Generic Co., Ltd.

Keiso Masuhara
Director and Senior Executive Officer

Pharmacist. As Director of the Department of Pharmacy at St. Marianna
University School of Medicine Hospital, Masuhara was the first person
in Japan to create generic prescriptions and formularies based on
pharmaceutical care concepts. He is in charge of Nihon Chouzai’s
FINDAT Business Department. He launched FINDAT, Japan’s first
advanced online drug information platform, and has used the platform
to support drug information management in hospitals and to help
achieve drug cost reductions.
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Yoshimitsu Onji

Outside Director (IJ

Onji has experience as a company president and chairman. Prior to
joining Nihon Chouzai, he was involved in starting up a staffing firm and
in numerous corporate acquisitions, as well as being responsible for
financial strategy. As a manager with a wealth of experience in funding
and M&A transactions, he is helping to oversee management of the
Company and provides feedback as an outside director.

Nobuyuki Hatakeyama

Director

Since the early days of Nihon Chouzai’s founding, Hatakeyama has
held a wide range of key positions, including Sales Manager, Branch
Manager, General Manager of the Operational Audits Department,
and Director. With a wealth of experience and knowledge in pharmacy
development and pharmacy operations in the Dispensing Pharmacy
Business, in addition to his auditing role as an Audit and Supervisory
Committee member, he also oversees management and provides
appropriate feedback.

Shio Harada

Outside Director

Attorney. Harada has a wealth of experience and insight regarding legal
affairs as a whole, including as a lecturer in the area of civil affairs at the
Legal Research and Training Institute. In addition to serving as outside
director of another listed company, she has extensive knowledge of
sustainability management centered on gender diversity.

g

Mikiharu Noma
Outside Director

As a professor in the Graduate School of Business Administration of
Hitotsubashi University, Noma has specialized knowledge in financial
accounting and corporate valuation. Since 2013, he has been chair of
the Corporate Reporting Lab set up by the Ministry of Economy, Trade
and Industry, and is well-versed in building corporate value, investor
engagement, and ESG management.

Arata Toyoshi

Outside Director

Certified public accountant and licensed tax accountant. Holds a
Master of Business Administration. As part of a leading auditing firm,
Toyoshi gained extensive knowledge of manufacturing, IT, finance,
distribution, as well as of public enterprises. He also has experience
as a director of human resources management at the headquarters
of a company. As an Audit and Supervisory Committee member, he
helps to oversee and provide feedback on the management of the
Board of Directors, with an awareness of the perspectives of various
stakeholders.

Nomination and Compensation Committee
Audit and Supervisory Committee member

Skill Set Distribution of Mitsuhara  Kasai Miyata  Koyanagi 0Ogi Fujimoto  Masuhara Onji Noma  Hatakeyama Toyoshi Harada
Directors D
General management [ ] [ ] o [ ] [ )
Financial accounting and finance [ ] [ ] [ ] [ ] [ ] [ ]
Legal affairs and compliance [ ] [ ] [ ) [ )
Expertise in  Administration (including medical
corporate and pharmaceutical affairs) ® ® ® ® ®
management Sustainability [ ] [ ) [ ] [ ]
IT and digital transformation
(development) ® ®
Management oversight and
feedback ® ® ® ®
Dispensing Pharmacy [ ) [ ) [ ) [ ] [ ] [ ] [ ]
Pharmaceutical Manufacturing
and Sales L] [ ]
Knowledge Medical Professional Staffin
g and
of Group  Placement ® ® ® ®
businesses M&A and pharmacy network
strategy [ J [ J [ J [ [ J [ J
Risk management and
compliance L] [ [ ([ [ [ ] [ ) [}
Board of Directors 14/15 15/15 15/15 15/15 15/15 15/15 15/15 15/15 11114 15/15 15/15 -2
Attendance Nominati TG m
. lomination and Compensation *
gl(r;]g;) Committee 4/4 4/4 3/ 4/4
( ) Audit and Supervisory Committee 15/15 15/15 -2

*1 Number of meetings attended since appointment as outside director in June 2021.
*2 Shio Harada was appointed as an outside director at the general meeting of shareholders held in June 2022.
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—— Corporate Governance

Analyzing and Evaluating the Effectiveness of the Board of Directors

Corporate Governance

Process of Evaluating the Board’s Effectiveness

With the aim of becoming a company that is indispensable to society, . Strengthening At least once a year, the Board of Directors conducts an as how to enhance reporting on matters before the Board and =3
Nihon Chouzai is constantly working to reinforce its corporate Cc;rrgsle‘ onding governance to fulfill social evaluation and makes improvements to improve its effectiveness. share the results of analyses. We also secured adequate time g
governance to achieve sustainable growth and build corporate value. matenality group | responsibilities Again in FY2021, the Board set aside sufficient time for meetings for training with officers as needed, and carried out training on a S
to allow for more thorough deliberation on critical issues, such wide range of themes essential to management. =
5
. .
Nihon Chouzai’s Concept of Corporate Governance Diecues matters ot on the evaluation of the
Administer a 24-item Conduct analysis and Share and discuss . requmngt . Board's effectiveness, we will
- — are governed by various laws and regulations, Nihon Chouzai evaluation questionnaire evaluation through an evaluation results ﬂ:mgrovzmer; toli deepen our deliberations and
1 Improving managemept_t_r_ansparency and clarifying 9 . o S to directors external organization at Board meetings son?:?;tea:cti oan e strengthen our initiatives to address
management responsibilities recognizes the critical importance of maintaining robust in response T e Wheh heve [een Eisel
2 Speedy decision-making corporate governance and strict compliance. We are pursuing
3 Strengthening management oversight functions various measures based on this recognition.
Given the scale and nature of our businesses, we determined Initiatives to Address Issues Issues to Be Carefully Considered and -
These three elements are essential to responding effectively to that being a company with an Audit and Supervisory Committee Addressed S
changes in the business environment, ensuring the ongoing was the most appropriate organizational form to enable Nihon The Group considered one of its challenges to be developing %
soundness of the company, and further enhancing corporate Chouzai to fulfill its audit and oversight functions and corporate an appropriate framework for reporting compliance issues. The 1. Sustainability Issues 7
value. Particularly as a corporate group operating in fields that governance responsibilities. framework should allow employees and associates of Group The Group took several actions in December 2021 %
companies to share information or grave concerns about illegal to promote sustainability management, including: (1)
Actions to Strengthen Corporate Governance or inappropriate acts and disclosure without any disadvantage. formulating a Basic Sustainability Policy, (2) establishing
It should also allow reported information and concerns to be a Sustainability Committee, and (3) identifying material
1 Strengthen the Risk Management and Compliance Committee 3 Establishment of Nomination and Compensation Committee objectively verified and acted upon appropriately. Making sure issues. In June 2022, we also set out initiatives and key
all employees were familiar with the framework was another performance indicators to address these issues.
2 EStabliShez ‘t""f‘ a“?” office at Nihon Generic to strengthenthe 4\ 4 ction of executive officer system challenge. To this end, the boards of directors of each Group Moreover, as part of our response to climate change issues,
roup's audit runction
group company revised their internal reporting framework regulations in June 2022, we disclosed Scope 1 and Scope 2 CO2 T
to provide for: (1) newly establishing an external reporting emissions, which are key issues in sustainability management. g
hotline in addition to existing internal reporting hotlines; Meanwhile, we endorsed the recommendations of the TCFD
Corporate Governance Framework ' g inermatreporting lofines , ommence , =
(2) permitting anonymous reporting in addition to existing (Task Force on Climate-related Financial Disclosures). Going o
At the 36th General Meeting of Shareholders held on June directors, including two outside directors. They carry out their named reporting; (3) prohibiting efforts to seek out reporting forward, we will work to calculate Scope 3 emissions, deliberate §
28, 2016, Nihon Chouzai resolved to transition from being a oversight functions by exercising their voting rights at meetings persons or the sharing of information beyond the scope of on appropriate climate-related risks and opportunities, and 2
company with a board of corporate auditors to a company with of the Board of Directors, as well as auditing the performance the reporting framework that could be used to determine perform scenario analysis to consider the impact of various £
an Audit and Supervisory Committee. It also determined that of duties by directors and preparing audit reports. Moreover, their identity, in addition to existing prohibitions against the risks and initiatives on financial forecasts. In these ways, we @
the Board of Directors is made up of nine directors (excluding Deloitte Touche Tohmatsu LLC was appointed to be the disadvantageous treatment of such persons. Meanwhile, we will strive to enhance corporate value over the long term.
directors who are Audit and Supervisory Committee members, accounting auditor for the company to ensure proper accounting are working to ensure that all employees are fully informed of
and including two outside directors) and three directors who and management transparency. internal and external reporting hotlines, contact information, 2. Issues Involving Corporate Governance
are Audit and Supervisory Committee members (including etc. by means of explanations at important internal meetings Having reaffirmed the importance of both “offensive” and
two outside directors). The role of the Board is to decide on Corporate Governance Framework (as of June 23, 2022) and internally circulated communications. In addition, “defensive” governance in terms of group management,
important matters stipulated by laws and regulations and Board of Directors* Directors: nine (including f}wo o)utside directors/ periodic reports are made to the Compliance Committee we will build an optimal business portfolio across
independent officers) . . .
i i and Board of Directors on the status of the reportin the Group and improve overall corporate value. »
oversee the pen‘ormance of duties by executives. Audit and Supervisory  Directors: three (including two outside directors/ . .p 9 . P P P %
The Audit and Supervisory Committee comprises three Committee independent officers) framework so that these bodies can oversee its operation. )
*Excluding directors who are Audit and Supervisory Committee members ng
g
=

Corporate Governance Framework (as of June 23, 2022)

General Meeting of Shareholders

Appointment/dismissal

Nine directors who are not Audit and Supervisory
Committee members
(including two outside directors)

Seek advice
Nomination and

Compensation Committee
Reporting

Appointment/
President and CEO dismissal
Oversight

Board of Directors
Auditing

Directives Appointment/oversight

Audit Office

Reporting
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Appointment/dismissal

Audit and Supervisory
Committee Cooperation

Auditing

Three directors who are members of the Audit and Appointment/
Supervisory Committee dismissal
(including two outside directors)

Directives

pa
N

Accounting auditor

Management/

Accounting audit oversight

Auditing Internal control audit

Departments (including Executive Officers and Board of Executive Officers), Subsidiaries Business

execution

Cooperation

Reporting

Internal

control
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Board of Directors Operations

Activities in FY2021

The Board met 15 times from April 1, 2021 to March 31,

2022. In principle, Board meetings are held once a month,

or as needed. Officers from Nihon Chouzai also sit in on the
Board meetings of group companies and take other actions to
reflect the group as a whole in Board discussions. Audit and
Supervisory Committee meetings are held separately. We also
conduct follow-up training with officers as needed after meetings
of the Board of Directors.

68

Board of Directors Meetings and Key
Topics of Deliberation

I Co[V=Ta[VA In principle, once a month or as needed

Meetings
Held

15 (April 1, 2021-March 31, 2022)

Medium-term management plan; budget and financial
results; fund procurement; director nomination and
Key compensation; pharmacy openings, closings, mergers and
fle]o][o: eI acquisitions; acquisition and disposal of assets; personnel
Bl=\[[eY=1e=1ilelall and labor affairs; regulatory changes; organizational
changes; group governance; risk management framework;
digital transformation strategy; sustainability; etc.

8oUBUJBA0Y) 9)e10di0)




Corporate Governance

Cross-Shareholdings

The company may hold, as cross-shareholdings, shares

of companies that it deems necessary for maintaining and
strengthening business relationships. The Board of Directors
meets annually to carefully examine whether the purpose

of owning individual cross-shareholdings is appropriate and
whether the benefits and risks associated with these holdings
are commensurate with the cost of capital, among other
considerations, in this way verifying the suitability of cross-
shareholdings. The company’s policy is to exercise voting
rights pertaining to cross-shareholdings from the perspective
of whether or not such exercise will contribute to enhancing
the corporate value of the company invested in, along with due
consideration of the purpose of the holding.

Shares other than

Uitz s unlisted shares

Number of issues 1 -
FY2020

Issue amount™ 13 ~

(millions of yen)

Number of issues 1 -
Fy2021

Issue amount* 13 B

(millions of yen)

*Aggregate amount recorded on the balance sheet

Organization and Activities of Internal Control System

Committee Organization

The purpose, related departments, and activities of each committee are as described below.

Nomination and

Compensation Committee Compliance Committee

Risk Management

Committee Sustainability Committee

Information Security
Committee

Medical Safety
Committee

Nomination and Compensation Committee

Purpose

To strengthen the fairess, transparency, and objectivity of procedures
related to the nomination and compensation of directors and executive
officers, and to further enhance the corporate governance framework.

Sustainability Committee

Purpose

To contribute to the creation of a sustainable society through Group
business activities, as well as to achieve sustainable growth and enhance
the corporate value of the Group over the longer term.

Related departments
Human Resources Department, General Affairs Department

Committee operation

Four meetings were held in FY2021 (April 2021 - March 2022). The
committee consists of three or more members who are directors

or executive officers, the majority of whom are independent outside
directors. As an advisory body to the Board of Directors, the committee
considers Board composition, reasons for appointing directors and
executive officers, the appropriateness of individual compensation, and
other matters from multiple perspectives, and reports to the Board of
Directors.

Compliance Committee

Purpose

To ensure thorough compliance by defining basic matters related
to compliance actions and constructing and properly managing a
compliance framework.

Related departments

Risk Management and Compliance Office, General Affairs Department,
System Headquarters, Pharmaceutical Headquarters (Pharmaceutical
Administration Department, Education and Information Department),
Accounting Department, Human Resources Department, Public
Relations Department, Audit and Supervisory Committee, etc.

Committee operation

In principle, meets once every three months. In addition to monitoring and
reviewing the development and operation of the compliance framework,
the committee takes up matters related to the planning and execution of
compliance programs aimed at promoting compliance throughout the
Group. Specifically, the committee considers the response to relevant
business laws, the internal reporting framework, and training programs
aimed at fostering employee compliance awareness. Subsidiaries hold
similar meetings.
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Related departments
Sustainability Supervision Office, Corporate Planning Department,
General Affairs Department

Committee operation

In principle, meets twice a year. The committee supervises and evaluates
the progress of initiatives to address the material issues the Group has
identified, builds these issues into corporate and business strategies, and
deliberates on observance of international guidelines and participation in
global initiatives, reporting to the Board as needed.

Risk Management Committee

Purpose

To be aware of risks that may significantly impact the attainment of
management goals and corporate sustainability, and to promote more
sophisticated risk management to support appropriate judgments and
responses to risks.

Related departments
Same as Compliance Committee

Committee operation

In principle, meets once every three months. Based on the risk
management policy, the committee work to develop and appropriately
operate Group-wide risk management. Specifically, it identifies and
examines risks based on the internal and external business environment,
takes measures in response, conducts regular monitoring, and takes
necessary action based on circumstances. Subsidiaries hold similar
meetings.
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Information Security Committee

Purpose

To promote information security management, including implementing
information security measures and disseminating policy, and constructing
and operating a Group-wide information security framework.

Related departments

System Headquarters, Pharmaceutical Headquarters, General Affairs
Department, Human Resources Department, Risk Management and
Compliance Office, etc.

Committee operation

In principle, meets once every three months. The committee shares
information on measures based on the Security Guidelines for Medical
Information Systems published by the Ministry of Health, Labour and
Welfare and related laws and guidelines, assesses whether there are
any information security violations, examines examples of cyber security
incidents, etc., while holding discussions on countermeasures.

Medical Safety Committee

Purpose
To promote appropriate medical safety management and contribute to
the safe provision of healthcare.

Related departments

Pharmaceutical Headquarters (Pharmaceutical Administration
Department, Education and Information Department, Quality Control
Department), Risk Management and Compliance Office, General Affairs
Department, Audit and Supervisory Committee

Committee operation

The Medical Safety Committee discusses all events related to medical
safety management. It also discusses the revision of measures to prevent
the recurrence of safety incidents and improve safety.

Formulation and Dissemination of Rules and Regulations

To ensure the appropriateness of the Group’s business operations, Nihon Chouzai has formulated various internal rules, operation flow
charts and manuals, business continuity plans, and a disaster response pocket manual. It seeks to ensure employee awareness of these
matters by circulating materials and posting them on the corporate intranet.
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— 11-Year Summary of Financial and Non-Financial Data

(As of March 31, 2022)

Consolidated Financial Data FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021

Nl g pices were mads o

Business results (fiscal year)
Net sales 130,041 139,466 165,347 181,844 219,239 223,468 241,274 245,687 268,520 278,951 299,392
Gross profit 22,038 21,494 25,623 31,929 39,068 39,258 43,837 41,975 46,372 49,374 52,422
Selling, general and administrative expenses 16,574 18,248 20,878 25,281 28,578 30,738 33,250 35,242 38,779 41,267 45,833
Operating profit 5,464 3,245 4,744 6,647 10,489 8,519 10,587 6,733 7,593 8,106 6,589
EBITDA*! 8,968 7,319 9,129 10,923 15,615 14,237 17,127 14,525 15,491 16,286 14,974
Ordinary profit 4,941 2,855 4,188 6,003 9,878 7,976 10,138 6,077 7,405 8,409 6,767
Profit attributable to owners of parent 2,085 184 1,901 2,778 6,329 4,638 6,104 3,790 6,697 3,538 3,705

Cash flows (fiscal year)

Cash flows from operating activities 7,127 2,885 6,243 5,831 19,327 A940 23,141 13,572 13,192 11,213 19,411
Cash flows from investing activities A\9,694 6,422 A14,510 /8,437 7,823 AN\28,444 13,843 A1,770 AN2,731 N7, 767 A9,313
Cash flows from financing activities 7,920 5,496 8,782 1,422 7,031 18,205 A2,034 10,516 A7,955 2,806 NA17,448

Financial position (at year-end)

Total assets* 86,615 95,140 117,295 130,141 157,609 178,347 186,573 178,677 185,551 186,262 178,753
Net assets 14,716 14,702 15,849 17,635 32,473 36,447 41,506 41,073 47,072 49,868 52,876
Cash and cash equivalents 12,554 14,513 15,027 13,844 32,380 21,200 28,464 29,749 32,254 32,893 25,543
Merchandise and finished goods 8,419 11,908 12,165 15,911 15,328 21,455 20,873 22,272 22,988 23,139 23,024
Interest-bearing debt* 42,279 48,281 62,037 68,327 66,794 86,524 87,611 81,302 74,381 73,219 56,597

Per share information

Net assets per share* (yen) 511.99 508.52 545.32 628.80 1,015.11 1139.35 1,297.50 1,369.52 1,669.77 1,663.01 1763.34
Net income per share* (yen) 72.73 6.42 65.62 97.24 216.42 145.02 190.84 121.74 223.33 118.01 123.56

Financial and non-financial data

Sales growth rate (%) 16.0 7.2 18.6 10.0 20.6 1.9 8.0 1.8 9.3 3.9 7.3
SG&A expense ratio (%) 12.7 13.1 12.6 13.9 13.0 13.8 13.8 14.3 14.4 14.8 15.3
Operating margin (%) 4.2 2.3 2.9 3.7 4.8 3.8 4.4 2.7 2.8 2.9 2.2
ROA* (%) 2.6 0.2 1.8 2.2 4.4 2.8 3.3 2.1 3.6 1.9 2.0
ROE*® (%) 156.2 1.3 12.0 16.6 25.3 13.5 16.7 9.2 156.2 7.3 7.2
Equity ratio*” (%) 17.0 186 13.5 13.6 20.6 20.4 22.2 23.0 25.4 26.8 29.6
Interest coverage ratio*8 (times) 13.0 4.9 8.6 7.1 24.4 — 37.1 25.8 34.9 35.1 64.8
Debt-to-equity ratio* (times) 2.9 .8 3.9 3.8 2.1 2.4 2.1 2.0 1.6 1.5 1.1
Capital expenditure 8,961 5,566 9,069 12,279 8,073 23,344 15,316 5,254 12,025 9,492 8,362
Depreciation 3,028 3,591 3,825 3,631 4,461 4,741 5,214 6,304 6,316 6,416 6,569
R&D expenses 1,224 1,023 1,634 1,767 1,913 2,388 2,784 2,764 2,991 2,776 3,411
Number of employees*'° 2,304 2,488 3,009 3,283 3,435 3,781 4,075 4,383 4,904 5,221 5,552
*Figures have been rounded down. Percentages have been rounded to the nearest first decimal place. 6. ROE = profit attributable to owners of parent + average equity at the beginning and end of the fiscal year
Notes: 1. EBITDA = Operating profit + depreciation + amortization of goodwill 7. Equity ratio = shareholders’ equity + total assets
2. Figures before FY2017 are not retroactively adjusted in accordance with a change in accounting standards. 8. Interest coverage ratio = operating cash flows + interest payment. This figure is not presented when operating cash flows are negative.
3. Interest-bearing debt = loans + lease obligations + installment accounts payable + bonds 9. Debt-to-equity ratio = interest-bearing debt + net assets
4. Nihon Chouzai conducted 2-for-1 stock splits on October 1, 2015 and April 1, 2020. Net assets per share and net income per share have been calculated as if these stock 10. Number of employees indicates regular employees. It does not include non-regular employees such as associate, contract, fixed-term, or part-time employees.
splits had taken place at the beginning of FY2011. 11. NHI drug prices were revised in October 2019 in line with changes in the consumption tax rate.

5. ROA = profit attributable to owners of parent + average of total assets at the beginning and end of the fiscal year
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—— Consolidated Balance Sheet ——  Consolidated Statement of Income

Nihon Chouzai Co., Ltd. and subsidiaries (as of March 31, 2021 and 2022) Nihon Chouzai Co., Ltd. and subsidiaries
For the years ended March 31, 2021 and 2022

(Millions of yen) (Millions of yen) (Millions of yen)
FY2020 FY2021 Liabilities FY2020 FY2021 FY2020 FY2021

Current Assets Current liabilities Net sales 278,951 299,392

Cash and deposits 32,893 25,543 Accounts payable-trade 44,044 48,513 Cost of sales 229,577 246,969

Notes receivable-trade 80 27 E:;al_ctrct)_nically recotr_ded monetary 2 742 2 862 Gross profit 49,374 52,422

obligations-operating ’ ’

Accounts receivable-trade 21,050 — Short-term borrowings _ 1.000 Selling, general and administrative expenses 41,267 45,833

ﬁgﬁﬁ:ﬂig‘;ﬂvat"&tmde and - 20,458 Current portion of long-term 27 966 12 366 Operating profit 8,106 6,589

Electronically recorded monetary 331 409 loans payable b b o

claims—operating 25 150 25 0o Lease obligations 139 148 Non-operating income

Merchandise and finished goods s , - ;

. Income taxes payable 884 1,800 Commissions received 36 38
Work in process 1,413 1,799 N Rent income 446 511
Raw materials and supplies 6,174 6,262 Provision for bonuses 3,602 3,861 Compensation income 51 40
Other 3,668 4,121 Provision for directors’ bonuses 46 45 Insurance claim income 34 144
ANeweies feraulsiil cessuis A6 A8 Asset retirement obligations 80 4 Subsidy income 655 218
Total current assets 89,246 81,651 Cthey 8,214 8,330 Other 183 258

Total current liabilities 87,720 78,931 Total non-operating income 1,408 1,212
Non-current assets
Property, plant and equipment Non-current liabilities Non-operating expenses
Buildings and structures 53,669 55,883 Long-term loans payable 42,097 41,531 Interest expenses 314 205
Accumulated depreciation A\24,102 /26,324 e alE 1,209 1127 Commissions paid 10 0
Buildings and structures, net 29,566 29,559 Long-term accounts payable— 404 _ Rent expenses 331 381
: : install t h A ~
\l)/éi?gssew, equipment and 20,960 21,700 Eni\?is.rig?}o'razzfe :tso?s’ wtirement . . Loss on retirement of non-current assets 261 107
Accumulated depreciation 6,927 7,956 beneflis Other 188 249
. ' Net defined benefit liabilities 2,153 2,276 i
Machinery, equipment and ) ) Total non-operating expenses 1,105 1,034
vehiclles, net . 14,033 13,743 . L
Lo 14198 14155 Asset retirement obligations 1,336 1,422 Ordinary profit 8,409 6,767
Leased assets 2,789 2,799 Other 332 514 Extraordinary income
Accumulated depreciation A1,592 A1,704 Total non-current liabilities 48,673 46,944 Gain on sales of non-current assets 398 6
Leased assets, net 1,196 1,095 Total liabilities 136,394 125,876 (ij(—:i\(/:eerrssa)\l of provision for retirement benefits for directors (and other _ 46
Construction in progress 1,649 1,226 Insurance claim income - 3,909
Other 19,595 21,091 Gain on transfer from business divestitures = 67
Accumulated depreciation A15,455  A16,847 Total extraordinary profit 398 4,030
(Millions of yen)
Other, net 4,140 4,244 - . Fy2020 Eyo021 Extraordinary losses
Total property, plant and et assets
equipment 64,785 64,025 Loss on abandonment of hon-current assets 375 -
Intangible assets )
Shareholders’ equity Loss on sale of non-current assets 1 _
Z)odwnl 1 g,iii 1 2532 Capital stock 3,953 3,953 Impairment losses 1,920 669
her
) ’ ) Loss due to disaster 27 3,910
Total intangible assets 18,952 18,969 Capital surplus 10,926 10,926 .
' . Total extraordinary losses 2,324 4,580
Investments and other assets Retained earnings 38,551 41,507 . .
- . oo 3500 3500 Profit before income taxes 6,483 6,217
Investment securities 16 16 reasury stoc ) ) Income taxes—current 3218 0984
Long-term loans receivable 635 554 Total shareholders’ equity 49,931 52,887 S — AD73 AAT3
Lease and guarantee deposits 8,288 8,797 Qg&uTéﬂg;Z?vgt?gome Total income taxes 2,945 2511
Deferred tax assets 3,368 3,842 - :
Remeasurements of defined AB3 A0 Profit 3,538 3,705
_?th?r. doth 967 896 _T_jtr:gislllar:jlate d other Profit attributable to owners of parent 3,538 3,705
ag;itgvesmems and other 18,277 14,107 comprehensive income A63 A10
Total non-current assets 97,015 97,102 Total net assets 49,868 52,876
Total liabilities and
Total assets 186,262 178,753 net assets 186,262 178,753

NIHON CHOUZAI INTEGRATED REPORT 2022 73 _ 74



Consolidated Statement of Cash Flows

Nihon Chouzai Co., Ltd. and subsidiaries
For the years ended March 31, 2021 and 2022

—— Consolidated Statement of Comprehensive Income

Nihon Chouzai Co., Ltd. and subsidiaries
For the years ended March 31, 2021 and 2022

(Millions of yen) (Millions of yen)

FY2020 FY2021 FY2020 FY2021

Cash flows from operating activities
Profit 3,538 3,705

Profit before income taxes 6,483 6,217

Other comprehensive income Depreciation 6,416 6,569

Remeasurements of defined benefit plans, net of tax 6 53 Amortization of long-term prepaid expenses 154 157

Total other comprehensive income 6 53 gzt (92533 1,920 669

Comprehensive income 3,545 3,758 Loss dueto disaster 2r 3,910

Insurance claim income - A\3,909

(Or which) Amortization of goodwill 1,763 1,814

Comprehensive income attributable to owners of parent 3,545 3,758 IneiEEss (dEarEsss) i clenenss for deulsil segauis 0 1

Increase (decrease) in provision for bonuses 282 258

Increase (decrease) in provision for directors’ bonuses A30 yaN|

Increase (decrease) in net defined benefit liabilities 193 120

Increase (decrease) in provision for directors’ retirement benefits AN275 A127

Interest and dividend income A1 N2

Interest expenses 314 295

—— Consolidated Statement of Changes in Net Assets Loss (gain) on sales of non-current assets A\396 /A6

Nihon Chouzai Co., Ltd. and subsidiaries Decrease (increase) in notes and accounts receivable-trade A20 1,185

(Milions of yen) Decrease (increase) in inventories /A\B694 N4 147

R Accumulated other comprehensive Increase (decrease) in notes and accounts payable-trade 1,250 4,363

JCOINE) Decrease (increase) in prepaid expenses 128 A75

For the year ended Gl Gl Reanod  Toasury 100 Pememsuomens [0 SCRREd | TR ezl o £248 o

March 31, 2020 stock surplus earnings stock equity plans Comiﬁ:;eoh;lelswe Decrease (increase) in accounts receivable—other A456 A\224

Increase (decrease) in accounts payable—other 718 378

Baarceatthebeging of 3953 10,926 35762 A3,499 47,143 A70 A70 | 47,072 Other nr 481

Changes of items during the Subtotal 18,246 17,989

period Interest and dividend income received 1 2

Dividends from surplus 749 AT749 A749 Interest expenses paid A319 A299

Profit attributable to owners 3538 3538 3538 Income taxes paid 6,716 2,189

of parent ' ' ' Insurance payments received = 3,909

Purchase of treasury stock A0 A0 yA\O) Net cash provided by (used in) operating activities 11,213 19,411
Net changes of itgms other 6 6 6 Cash flows from investing activities

than shareholders’ equity Purchase of property, plant and equipment 5,955 /5,956

;Iséagl)g?ggges Bl CUilTe - - 2,789 A0 2,788 6 6 2,795 Proceeds from sales of property, plant and equipment 1,124 73

ggﬁndce at the end of the 3,953 10,926 38,551 AB3,500 49,931 AB3 AB3 49,868 Purchasel of intangible asseTs AB73 A1,753

Increase in long-term prepaid expenses A116 A133

Payments for transfer of business A907 A\348

(Milions of yen) Proceeds from transfer of business - 75

Shareholders’ equity Accumulated ;::23;1 c;omprehensive Purchase of shares of subsidiaries resulting in change in scope of consolidation /A\823 A\b97

Total net Payments for loans receivable A18 -

For the year ended Capital Capital  Retained  Treasury sharlﬂtaal:iers’ [F’(fe (r;:;ians:drebrgsgftist o e mfited assets Collection of loans receivable 88 84

March 31, 2022 stock surplus earnings stock equity plans comiﬁrceohnﬁgswe Payments for lease and guarantee deposits A\769 A\935

Proceeds from collection of lease and guarantee deposits 203 194

faanceathebegingof 3953 10,926 38,551 AB3,500 49,931 263 A63 | 49,868 Otter L0 2L

Changes of tems during the Net cash provided by (used in) investing activities ANT,767 N9,313
period Cash flows from financing activities

Dividends from surplus AT49 AT49 AT49 Net increase (decrease) in short-term borrowings A100 1,000

Profit attributable to owners 3705 3705 3705 Proceeds from long-term loans payable 8,000 10,900

of parent ’ ’ ! Repayments of long-term loans payable A\9,406 A27,966

Purchase of treasury stock A0 A0 A0 Repayments of lease obligations A87 A140

Net changes of items other 53 53 53 Repayments of installment payable AN\462 N462

than shareholders" equlty Purchase of treasury stock A0 A0

:E;apl)g?ggges offtems curing - - 2,955 A0 2,955 53 53 3,008 Cash dividends paid A\749 /A\749

Do et e endorine 3953 10,926 41,507 A3,500 52,887 A10 A10 | 52,876 Other - A28

Net cash provided by (used in) financing activities AN2,806 A17,448

Net increase (decrease) in cash and cash equivalents 639 A7,350

Cash and cash equivalents at beginning of period 32,254 32,893

Cash and cash equivalents at end of period 32,893 25,543
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— Company Profile

(As of March 31, 2022)

Company Profile

Trade name
NIHON CHOUZAI Co., Ltd.

Established
March 1980

Headquarters

37F GranTokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, Tokyo
100-6737

+81-(0)3-6810-0800 (general)

Capital
3,9583.02 million yen

Consolidated net sales
299.3 billion yen (FY2021)

Employees
Regular employees: 5,552; part-time employees and others: 795

*Figures for part-time employees and others represent the average annual
number of employees based on conversion to an 8-hour workday.

Main financing banks
Mizuho Bank, Ltd., Sumitomo Mitsui Banking Corporation, MUFG
Bank, Ltd., Resona Bank, Ltd.

Main business area
Management of a dispensing pharmacy chain

Shareholder Information

Authorized shares
88,384,000

Issued shares
32,048,000

Number of shareholders
9,558

Annual General Meeting of Shareholders
June

Administrator of shareholder registry
Mitsubishi UFJ Trust and Banking Corporation
1-1, Nikko-cho, Fuchu City, Tokyo 183-0044
0120-232-711 (toll-free)

Listed stock exchange
Tokyo Stock Exchange Prime Market

Securities code
3341

Settlement date
March 31
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Stock Information

Distribution by Shareholder Type
(As of March 31, 2022)

,— Individuals and others
20,1 66,361 shares

Foreign corporations and —/
individuals

3,208,295 shares ‘
Japanese financial J
institutions

1,974,800 shares

Japanese non-financial
companies and other
corporate entities

6,204,775 shares ————

Japanese securities companies

493,769 shares

Issued shares

32,048,000
shares

Changes in Shareholder Composition

Share (%) 2021/3 2022/3
M Individuals and others 72.23 62.93
Japanese securities companies 1.34 1.54

M Japanese non-financial companies

and other corporate entities el ifelgE
M Japanese financial institutions 7.08 6.16
M Foreign corporations and individuals 1117 10.01

Notes: 1. The 2,061,175 treasury stock owned by Nihon Chouzai are included in
Individuals and others.
2. Ratios are rounded off to two decimal places.

Major Shareholders (Top 10 Shareholders)

Number of Investment

Sffzzhintder e shares held ratio (%)

Yosuke Mitsuhara 6,640,000 2214
Hiroshi Mitsuhara 4,800,000 16.01
Mitsuhara Kosan Co., Ltd. 3,600,000 12.01
Max Planning, Inc. 2,240,000 7.47

The Master Trust Bank of Japan, Ltd.

(trust account) T84T 2
Nihon .Cr'wuzal Employee Shareholding 975,000 3.5
Association

‘Yoko Mitsuhara 800,000 2.67
Keiko Yeow 538,600 1.80
STATE STREET BANK AND TRUST CLIENT

OMNIBUS ACCOUNT OM02 505002 S280C0 e
SMBC Nikko Securities Inc. 176,800 0.59

Notes: 1. Investment ratios are calculated after excluding treasury stock (2,061,175
shares).
2. Investment ratios are rounded off to two decimal places.
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Affiliated companies

Nihon Generic Co., Ltd.

Manufacture and sale of pharmaceuticals
39F GranTokyo North Tower, 1-9-1 Marunouchi, Chiyoda-ku, Tokyo

https://www.nihon-generic.co.jp/en/

Choseido Pharmaceutical Co., Ltd.

Manufacture and sale of pharmaceuticals
92, Kokufuchoko, Tokushima, Tokushima

https://www.choseido.com/

Medical Resources Co., Ltd.

Staffing and placement of healthcare professionals
40F GranTokyo North Tower, 1-9-1 Marunouchi, Chiyoda-ku, Tokyo

https://www.medical-res.co.jp/

Japan Medical Research Institute Co., Ltd.

Research investigation, provision of information and advertising
media, and consulting services related to the healthcare industry in
general

39F GranTokyo North Tower, 1-9-1 Marunouchi, Chiyoda-ku, Tokyo

https://www.jpmedri.co.jp/
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