Corporate Philosophy

Achieving True Separation of Drug Prescribing

and Dispensing Services

The separation of drug prescribing and dispensing services sought by Nihon Chouzai is not merely a separation wherein
drugs prescribed in the hospital and dispensed in the pharmacy outside of the hospital are given to the patient.

Nihon Chouzai pursues the goal of “true separation of drug prescribing and dispensing services,” which aims for
doctors and pharmacists performing their functional roles from an independent position to ensure medical safety,
provide high quality medical services for patients, and work to control the increase in medical expenses, including the
reduction of financial burden on patients.

@ The Nihon Chouzai Group

Since Nihon Chouzai was founded in 1980, we have pursued the ideal functions and roles of a dispensing pharmacy
that supports medical care in Japan, and has actively contributed to the development of society and medical care,
as a pioneer in the dispensing pharmacy industry. With the Dispensing Pharmacy Business as our core business,
we create new businesses by capturing the contemporary needs of society and boldly taking on challenges in the
medical peripheral businesses. Currently, we are engaged in four businesses. In addition to the Dispensing Pharmacy
Business, there are Pharmaceutical Manufacturing and Sales Business, Medical Professional Staffing and Placement
Business, and Information Provision and Consulting Business.

We will continue to boldly venture on peripheral businesses that contribute to “achieving true separation of drug
prescribing and dispensing services,” and build a multilayered business structure by creating new businesses, while
also deepening the business model in which each of our businesses demonstrate synergies between each other.
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Determining Degree of Importance

Corporate Report 2020 presents topics with a high degree of importance to the Nihon Chouzai Group
and to society. This document is published on an annual basis as reference material for readers to gain
an understanding of the Company’s business status and its corporate policies. This year, Nihon Chouzai
discusses two important themes on which the Company is focused: further growth as a comprehensive
healthcare company and growth achieved by seeing the significant changes involved in industry
reorganization as a positive opportunity.

Editorial Policy

In addition to the management policy and business strategy of the Nihon Chouzai Group, this report
covers both financial and nonfinancial information in detail so that all stakeholders, and first and
foremost, shareholders and investors, will have an understanding of the Company’s medium- to long-
term creation of corporate value. The period covered in this report is fiscal 2019 (April 1, 2019 to March
31, 2020). However, as necessary, the contents may also cover some aspects of fiscal 2020.

Notes Concerning Forward-Looking Statements

The Corporate Report 2020 includes forward-looking statements with regard to the Nihon Chouzai
Group's plans, strategies, business performance and other information. These statements are based

on judgements made by the Company’s management, and these are gained from currently available
information. Actual business performance and other information may be impacted by various risks

and uncertainties and may differ significantly from these projections. Your understanding is therefore
requested. Factors that may have an impact on business performance and future outlook include, but
are not limited to, the economic situation in which the Company’s business domains operate, the reform
status of relevant laws and regulations, conditions with regard to revisions of medical service fees, and
the progress of product development.
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About the Cover

Since its founding, Nihon Chouzai has endeavored
to contribute to the reform of Japan’s social
security system. With the advent of a “super-
aged” society, now is a time of major changes
with various measures to curb the increase in social
security expenses and address other issues that are
emerging. Seeing these changes as opportunities
to create synergy between our Dispensing
Pharmacy Business and other businesses, the cover
of Corporate Report
2020 expresses

the image of
immense growth

as a comprehensive
healthcare company
with a focus on the
people who work in
each company and
each department.
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Growth Trajectory

1974 1999 2005

1 With the revision of the Il Revision of Worker Il Pharmaceutical Affairs Act (the present
medical service fee, the Dispatching Act Pharmaceuticals and Medical Devices
prescription fee was raised Dispatching of Act) revised

policies

from ]00 yen to 500 yen pharmacists to

(The first year (_)f separation pharmacies became
of the p_rescnblng and possible

dispensing functions)

Entry into the manufacturing industry
without having manufacturing facilities
became possible

Legal and government

2004

I NIHON CHOUZAI Co., Ltd. was listed on the Tokyo Stock
Exchange (TSE) Second Section

1980 2000

Il Established NIHON CHOUZAI I With amendment of the

Co., Ltd. Worker Dispatching Act, the
Medical Professional Staffing
and Placement Business was
started (The current Medical
Resources Co., Ltd.)

Started dispensing pharmacy
business

Opened first dispensing phar-
macy, in Sapporo, Hokkaido

2005

Il With the revision of the Pharmaceutical Affairs Act (the
] 995 present Pharmaceuticals and Medical Devices Act), the
Pharmaceutical Manufacturing and Sales Business was
started (Nihon Generic Co., Ltd.).

Nihon Chouzai Group

Il Relocated the headquarters
from Sapporo to Tokyo

Medical center pharmacies Hospital-front pharmacies

Our first pharmacy One-on-one pharmacies

&

1 After that, we opened one-on-one style pharmacies in Sapporo with 'I 986
one pharmacy for each individual practitioner, and we opened medical
center pharmacies to attract multiple practitioners. 1 After entering the Tokyo market,
] 980 we opened pharmacies intensively
in high population-growth areas
near National Route 16.\We began

opening hospital-front pharmacies,
and expanded nationwide.

Pharmacy-opening strategy

Il Started with one dispensing
pharmacy in Sapporo, Hokkaido

Consolidated net sales

Started the
Pharmaceutical
Manufacturing

Started
the Medical
Professional
Staffing and

and Sales
Business

Started
the Dispensing

Pharmacy
Business

Placement
Business Sales
exceeded

50

billion yen
e m = = m EH B . I I I

1980 - eeeeeee 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
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2007 2013

Il Action Program Promoting the Usage of Il Roadmap for
Generic Pharmaceuticals announced by the Promoting the further
Ministry of Health, Labour and Welfare use of Generic
Pharmaceuticals

2008 announced by the

I Prescription dispensing fees established based ~ Ministry of Health,
on generic pharmaceutical recommendations Labour and Welfare

Dispensing ratio 30% or more: 4 points

2006 2012

Il NIHON CHOUZAI Co., Ltd.'s Il Started the Information Provision and
listing upgraded to the TSE Consulting Business (Japan Medical
First Section Research Institute Co., Ltd.)

2010 2013

0l Choseido Pharmaceutical Co., Ltd.
made into a group company

Il Started manufacturing
generic drugs

Mentaio pharmacies

2011

0l Began opening mentaio (near the station
and in the shopping district) pharmacies
to meet prescription demands of multiple
medical institutions near the pharmacy,
without being dependent on prescriptions
from one specific medical institution.

Started
the Information

Provision and

Consulting
Business

Pharmaceutical
Sales made into a group
compan
exceeded pany

100 I I I

2013 2014 2015 2016 2017 2018 2019 (FY)

2007 2008 2009 2010 2011 2012

2014 2015

Il Prescription dispensing fees Il Basic Policy on Economic and Fiscal Management and

raised significantly based Reform 2015 announced by the Cabinet Office
on generic pharmaceutical  Target of 80% ratio of generic pharmaceutical use set

fiopales) yimoin

recommendations for the end of September 2020

Based on new standard I A Vision of Pharmacies for Patients announced by the
volume Ministry of Health, Labour and Welfare

55-65%: 18 points; 65% Functions required of pharmacies in the future are

or more: 22 points clearly defined.

2017

Il Formed business partnership agreement with Dai-ichi Life Insurance
Company, Limited

2018

0l Tsukuba Plant No. 2 (Nihon
Generic Co., Ltd.) completed
as Japan's largest generic drug
manufacturing plant

Hybrid-type pharmacies On-site pharmacies

2015 2017

Il Accelerated the opening Il Started opening on-site
of hybrid-type pharmacies pharmacies
that combine medical center
pharmacies with mentaio (near
the station and in the shopping

district) pharmaC|eS' * All years mentioned on this page are calendar years.

268.5

billion yen

Sales
exceeded

200
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Business Portfolio

Dispensing Pharmacy
Business

Manufacturing and
Sales Sales Business
composition II 5 o
rati o,
atio . /o
Medical Professional
Staffing and

80.54

Pharmaceutical

Placement Business

4.5

* Percentages are rounded to the nearest unit.

Dispensing Pharmacy Business

A leading dispensing
pharmacy company

Net sales per pharmacy

No.I

(millions of yen) Ml Net sales per pharmacy

400
367 349 359 357 370

300

200

2015 2016 2017 2018 2019 (FY)

In the Dispensing Pharmacy Business, we
have focused on opening Nihon Chouzai
pharmacies, while flexibly conducting
M&A according to strict standards. This
has allowed us to open pharmacies that
are not easily affected by revisions. In
addition, by maintaining annual net sales
per pharmacy at around 350 million yen,
we are scaling up and adding functions
to our pharmacies, in order to build a
structure and constitution that can sur-
vive the industry reorganization.
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Pharmaceutical Manufacturing
and Sales Business

Manufacturer of a full line
of generic drugs

Unrivaled business model

Only one

(billions of yen) External sales I Internal sales

50
Sales strategy review |
40 [Price competition h
l Jatp 24:8

30 2441 24.6
0

2013 2014 2015 2016 2017 2018 2019 (FY)

In the Pharmaceutical Manufacturing
and Sales Business, we are deepening
our unrivaled business model, in which
the expansion of the Dispensing Phar-
macy Business leads to the expansion
of this business. In addition, we have
recently stepped up efforts to expand
external sales.

Operating
profit

composition
ratio

Dispensing Pharmacy
Business

75.6%

Pharmaceutical
Manufacturing and
Sales Business

10.1%

Medical Professional
Staffing and
Placement Business

14.3%

Medical Professional Staffing and
Placement Business

Human resource services
company that specializes
in the medical field

Dispatching of pharmacists
No.l

High growth potential
High profitability

High reliability

In the Medical Professional Staffing and
Placement Business, we are achieving
value-added staffing and placement
not offered by other companies by
taking advantage of the high-qual-

ity education system created by the
Dispensing Pharmacy Business. We are
also working to expand the business by
increasing the number of service lines
beyond pharmacists.

A numerical view of the Nihon Chouzai Group

oz
il

Consolidated net sales

268.5 billion yen

FY2019

14 consecutive terms of growth since being
listed on the stock market

Prescription unit price

15,479 ..

Average price for FY2019

Track record of handling highly specialized
pharmaceuticals

Share of generic drug use

88.8

As of March 31, 2020 (volume based)

No. 1 in promoting use of
generic drugs

Dispensing pharmacy
market size

Approx. 7.4

trillion yen
FY2018

Number of employees
(consolidated basis)

5,715

FY2019 (Number of employees and average number of employees)

A group of skilled professionals
centered on pharmacists

Opening pharmacies
in front of university hospital

45.6

As of October 1, 2018

Supporting advanced medical care and
accumulating know-how

Number of generic drugs sold

68 ] products

As of March 31, 2020

Handling a number of products comparable to
major generic manufacturers

Market environment

Generic drug market size

Approx. ]
trillion yen
FY2017

Source: Fuji Keizai Co., Ltd.
Survey results of the domestic generic drug market

oljojiiod ssauisng

Annual number of

prescriptions

14,700,000 [

FY2019

Supports a wide range of prescriptions from
advanced medical care to at-home medical care

Pharmacies that provide
at-home medical care

94 . ] %

As of March 31, 2020 (At least once a year)

Proactive initiatives toward
at-home medical care

Number of Job offers in the Medical
Professional Staffing and Placement Business

s 61,000

As of March 31, 2020 (total number of people)

Developing a staffing and placement business
specialized in medical professionals

Number of pharmacists
nationwide

e 310,000

pharmacists
FY2018
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Value Creation Model

The business of the Nihon Chouzai Group helps
solve social issues facing Japan, and our business is
directly linked to the creation of social value. We
will help to solve social issues by making the most
of our management resources and raising our
corporate value.

Financial capital

Capital investment

i | ] 2 oo billion yen

Climateichange risk
Maintenance of medical infrastructure

in case of disaster Human capital

Investment in
human resources

5,715....

- Manufacturing
Super-aging society capltal
Increased medical expenses
5 plants

2 research
institutes

Intellectual capital

Py R&D expenses

Work style reform at
2 09 billion yen

medical institutions
Social and

related capital

Customer confidence

Acquisition of

Unused drug issue certification

Polypharmacy
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Control of the increasing costs of
medical care

Realizing medical care at a
reasonable cost

Realizing high-quality medical
care

Spreading medical care for pre-
symptomatic diseases and disease
prevention

An achievable society

SUSTAINABLE
Resilient system DEVELOPMENT

for providing

pharmaceuticals v,
Job creation, active %, S
participation of women “an

Ensuring healthy lifestyles

q The Nihon Chouzai Group supports the Sustainable Development Goals (SDGs).
and promoting welfare P SUPP P (5DGs)

Business model

Family pharmacists and
pharmacies

Regional-cooperation/
Specialized medical
institutions cooperation

Dispensing pharmacy
restructuring

Generic drug
manufacturer
restructuring

harmaceutical

Manufacturing
and Sales
Business
Expand
business
operations

-
Corporate Philosophy
Expand L. .
internal | Achieving True Separation
sales

of Drug Prescribing and
Dispensing Services

Dispensing

Pharmacy Staffing and
Business Placement institutions
Business

ESG: Corporate governance

Expand market

Cooperation

with medical Expand
institutions business scope
Strength of the dtO !tndUded
Nihon Chouzai octors an
brand nurses

increasing medical

(1) Aging population and
] expenses

o
ko | woweicsme [l 12 Gorswenor
- AND PRODUCTION
=y
LY v[co
For Patients/Consumers Providing Promoting
L . ) sustainable manufacturing
© Providing higher quality medical care medical care and and use of
® Support for pre-symptomatic diseases reducing medical  generic drugs
and disease prevention care expense burden
® Reduction of the medical expense burden (2) Improving medical
infrastructure

INDUSTRY, INNOVATION 11 SUSTAINABLE CITIES
AND INFRASTRUCTURE AND COMMUNITI

& | sl

Improving pharmaceuticals supply
system in case of disaster
=T Providing stable supply of

For Local Communitie pharmaceuticals

(3) Global warming and

® Providing sustainable healthcare

. ) climate change
© Integrated cooperation of various .
occupational disciplines in the community

13 CLIMATE
® Providing a steady supply of pharmaceuticals AGTION

® Clean manufacturing facilities @
i‘ _ L * - i r

- 4

- j. <l d- Adopting energy-saving equipment
r . 1 “ il from the construction phase

tl'. ,’ . Introducing new energy-saving

g, - ] equipment

' (4) Cooperation with
medical institutions

For Medical Institutions couD AL DECETWORK D
AND WELL-BEING ECONOMIC GROWTH
© Cooperation with medical M
— v|
© Follow-up after medication instruction
© Rationalization of dispensing work Increasing importance of medical
- — collaboration
B Support for increased outpatient
treatment
(5) Advancement of women
and work style reform

share of QALY ECONDMIC CROWTH
pharmacist
business

g |

Promoting diversity and intra-personal
diversity
Investing in professional human
resource development

For Employees

© Recruiting diverse human resources
© Providing diverse playing fields

® Investment in human resource
education
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Strategy for Achieving Growth

Long-Term Vision — On the Road to 2030

The Nihon Chouzai Group's Long-Term Vision (announced in April 2018) shows the Group’s vision for
the future after having successfully emerged from a reorganization in the industry by using the major
changes in the external environment in the medical and pharmaceutical industries as opportunities.
We will achieve a dramatic expansion of our Dispensing Pharmacy Business through pharmacy-open-
ing strategies and ICT strategies, then use this as a starting point to expand our Pharmaceutical
Manufacturing and Sales Business and Medical Professional Staffing and Placement Business, thereby
achieving sustainable growth as a comprehensive healthcare company.

Group Synergy

Dispensing Pharmacy Business &
Pharmaceutical Manufacturing and
Sales Business

Dispensing Pharmacy Business &
Medical Professional Staffing and
Placement Businesss

View of corporate growth

Anticipated external environment Strategy for rapid expansion

Measures to control increasing
medical expenses

© Promotion of generic drug use
© NHI drug price revisions

Measures for

high-quality medical services

© Realization of a vision of pharmacies for patients

© Differentiating functions of pharmacies due to the
revised Pharmaceuticals and Medical Devices Act

© Revisions to prescription dispensing fees

Growth of Japan'’s elderly
population

Medical advancement

Functional differentiation
of pharmacies

{ )

Introduction of ICT to
medical care

© Spreading electronic medication
notebooks

© Starting remote medication
guidance

© Centralizing medical care-related
information

© Examining electronic prescription
formats

in external

Social issues

Super-aging society

Creation of patient-oriented
pharmacies
Improving the expertise of our
pharmacy operations
Management efficiency

Decreasing population

Industry
-~ restructuring
Pharmacies that

cannot make the grade

will be eliminated

The expansion of the operations of the Dispensing Pharmacy
Business is linked to the expansion of the Pharmaceutical
Manufacturing and Sales Business and this has become an
unrivaled business model.

Balanced pharmacy
strategy

© Opening Nihon Chouzai pharmacies
and M&A

© Hospital-front pharmacies and
hybrid-type pharmacies

© Pharmacy-opening areas

© Differentiating functions of existing
pharmacies

Pharmacy-
opening
strategy

ICT strategy

Long-term
ICT investment

@ In-house s¥stems development from
the time of our founding

© Sophisticated dispensing system
platform

© Collaboration between various
systems such as electronic
medication notebooks and our own
platform

Core Business

Dramatically expand
the Dispensing
Pharmacy Business

Closer cooperation

By developing the Dispensing Pharmacy Business, we are
able to quickly grasp the human resource needs of medi-
cal professionals. This business model allows us to quickly
expand into new fields.

operations
of Pharmaceutical
Manufacturing and
Sales Business
(Improve
profitability)

Synergy

Increase internal
sales

Synergy

with medical 1
institutions Medical Professional
Staffing and Placement
Business is engaged
(Improve

-
(=)
S
Q
*
o
o]
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(o)
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An image of growth leading to 2030

[Group sales] [Market share]
= - towards achieving true
ot o\ [ vaniacing n separation of drug prescribing

Sales Business

10-. 15, and dispensing services

Become a OINE trillion yen company

s921M9s buisuadsip pue buiquosald
Bnip Jo uonesedas aniy buirsIyde SpIEMO)} YIMOID

We set forth our vision of Group sales amounting to one
trillion yen as the scale of our business in 2030. To achieve this,
we are looking for a 10% share in the dispensing pharmacy
industry and a 15% share in the generic drug industry.

13 Message from the President

19  The Year in Brief Nihon Chouzai Group

Profitable portfolio 21 Financial Highlights

[Composition of operating profit] We constantly strive to heighten
overall operating profit, and to
FY2004 24 FY2017 >) FY2030 be a company with Group sales
of one trillion yen, we aim for an
operating profit composition ratio
where operating profit accounted

I Pharmaceutical Manufacturing and Sales Business and Medical
Professional Staffing and Placement Business

[ Dispensing Pharmacy Business
] 9% 49% for by businesses other than the

3% a Dispensing Pharmacy Business is
raised to 49% of the total. It is

i our intention to hike the ratio of
operating profit attributable to
businesses excluding the Dis-
Operating profit Operating profit pensing Pharmacy Business so as

to ease fluctuations in financial
2.9 billion yen 10.5 billion yen performance due to drug price

and dispensing fee revisions.

View of business environment changes and corporate growth by 2030
FY2004 (results) FY2017 (results) FY2030 (forecast)

Net sales 5] .8 billion yen 205.2 billion yen 900.0 billion yen
Dispensing Pharmacy Per-pharmacy annual sales 294 million yen 359 million yen 700 million yen

Business Number of pharmacies 174 pharmacies 585 pharmacies 1,000 pharmacies

Share of Nihon Chouzai . i i
generic drug use 83.6% 90-100%

Pharmaceutical Net sales 38.] billion yen 300.0 billion yen

Manufacturing and
Sales Business Maximum production capacity 6.2 billion tablets ]5.3 billion tablets

Medical Professional

Stafﬂng and Place- Net sales 0.7 billion yen ] 2.0 billion yen 25.0 billion yen

ment Business

Separation ratio*? 53.8% 73.29 90-100%**

(outside of hospital prescription ratio)

Share of generic drug use, o * o * _ORo *
volume-based 4.6%" 72.5%" 85-95%*

External environment

*1: The Nihon Chouzai Pharmaceutical Manufacturing and Sales Business launched in fiscal 2005. Figures are rounded off

*2: Prepared by Nihon Chouzai based on progress of separation of drug prescribing and dispensing (trend of health insurance dispensing) according to the Japan Pharmaceutical Association.
*3: Share of generic drug use, volume-based as of end of FY2005 (previous standard). FY2005 data posted because FY2004 data was not publicly disclosed.

*4: Share of generic drug use, volume-based as of end of February 2018.

*5: Nihon Chouzai estimates

11 NIHON CHOUZAI CORPORATE REPORT 2020 NIHON CHOUZAI CORPORATE REPORT 2020 12




Message from the President

Yosuke Mitsuhara
President & CEO

I Message from the President

We will work more actively to dig deeper into medical care, and

provide a new standard for Japanese medical care in the coming era.

We will “Be Active” in all our endeavors!

©.

Looking back on your first year since assuming position as top executive of the
Nihon Chouzai Group, could you tell us what you have emphasized in your efforts?

| have worked to share my policy, “Be Active

and discussion with employees.

In the first three months since | took office as Pres-
ident, | decided to proceed with initiatives that
would have relatively immediate effects. One of
these initiatives was drastic cost reduction, which |
always thought could be done at a level that would
not hinder our current business operations. We had
already been running a cost reduction project since
April 2019, but there were some matters that should
be determined by the President, and others that had
a major impact on our financial results; therefore, |
gave priority to making decisions on those matters
with speed. As a result, we posted a gain on sales of
non-current assets of approximately 6.7 billion yen
under extraordinary income mainly due to the sale
of various assets in the fiscal year under review
(fiscal 2019).

Taking into consideration the fact that this is
my first year since assuming my current position as
top executive of the Nihon Chouzai Group, another
matter | have focused on is communication with our
employees and part-time staff, who number approxi-
mately 6,000 nationwide.

n
!

at every opportunity for dialogue

Looking at the environment surrounding the
Group, in a lot of ways, including the recent
COVID-19 crisis, it is safe to say that social conditions
and medical needs are going to change even further
and in more drastic ways. Yet, | feel that the govern-
ment and political administration are not keeping
pace with these changes. As such, for the past year |
have taken every opportunity for dialogue and discus-
sion with employees and have shared the company
value “Be Active!” with them, as my major policy
going forward.

So long as we are involved in the medical and
pharmaceutical business, we will always need to
respond to systemic changes. However, if the per-
spective and activities of management are focused
only on those responses, we will not be able to meet
the medical needs that society requires in the first
place. Moving forward, each and every employee and
staff member of the Nihon Chouzai Group must “Be
Active!” We will commit ourselves to our stakehold-
ers, devising and implementing both big solutions
and small feats of ingenuity alike, so that we can be
an organization always needed by the world.

What do you think about the future direction of the business

under the major policy, “Be Active!"?

We will dig deeper into medical care, step further into the medical worksite,
and work more actively to solve medical issues.

The Nihon Chouzai Group aims to grow as a compre-
hensive healthcare company centered on the Dispens-
ing Pharmacy Business. As shown on page 6 of this
report in the section “A numerical view of the Nihon
Chouzai Group,” although we are steadily growing
as a comprehensive healthcare company, | think we
are only halfway there in terms of building essential
abilities.

Based on this idea, we will continue to dig deeper
into medical care, so that Nihon Chouzai can become
a brand widely needed and selected by stakeholders,
which | committed to earlier. In other words, it means
we will step further into the medical worksite and
work more actively to solve medical issues, thereby
establishing our future market position.

NIHON CHOUZAI CORPORATE REPORT 2020
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I Message from the President

One related initiative is training for pharma-
cists who can offer cancer treatment. Outpatient
treatment is quickly becoming the norm for cancer
patients, and there is a need for pharmacy-based
pharmacists with advanced skills and expertise so that
pharmaceutical treatment can be continued safely
outside of a hospital. One indicator of a pharmacist
with that expertise is the “Accredited Pharmacist of
Ambulatory Cancer Chemotherapy” established by
the Japanese Society of Pharmaceutical Oncology
(JASPO). Nihon Chouzai promotes acquisition of
the " Accredited Pharmacist of Ambulatory Cancer
Chemotherapy” by JASPO, and as of April 30, 2020,
a total of 21 of our pharmacists have acquired this
certification. This is the highest number in the dis-
pensing pharmacy industry, and approximately one in

four certified pharmacy-based pharmacists belong to
the Nihon Chouzai Group.

Currently, the Japanese government’s medical
policy emphasizes communication between pharma-
cists and doctors or other professionals in the med-
ical worksite, and the government has made policy
evaluation accordingly. Creating a corporate culture
in which pharmacists devote themselves to ongoing
studies to improve their expertise will aid us in build-
ing a brand that is selected by stakeholders. Nihon
Chouzai will continue to contribute to regional medi-
cal care by creating an environment in which pharma-
cists with advanced expertise can fully demonstrate
their abilities.

Since you assumed office, you have actively proclaimed that “we will make our
pharmacies selected because of the Nihon Chouzai Group brand.” Could you tell

us the background behind this idea?

In the midst of fierce competition with drug stores, raising awareness of
the Nihon Chouzai brand is a major issue for us.

One environmental change to keep in mind while the
Group continues to grow as a comprehensive health-
care company is a fierce competition with drug stores
that also have dispensing pharmacy functions. Except

INIHON CHOUZAI CORPORATE REPORT 2020

in serious cases, it is true that many patients and cus-
tomers basically choose a pharmacy without strong
preference, and we live in an era where the value of
each pharmacy’s existence is in question. In such an

Q

environment, we have received a certain degree of
praise from doctors and other medical professionals,
but | am aware that the Nihon Chouzai brand has not
yet really established itself in the minds of patients
and customers.

| recognize this as a major issue for us, and we
have expanded the number of Nihon Chouzai stores
not dependent on the location of a hospital, partic-
ularly in the metropolitan area, so that we can be
closer to patients and general consumers. In July

2019, we renewed the Nihon Chouzai Online Store
for healthcare products, and both access numbers
and sales on the site are growing. | believe that we
cannot survive and will have no value if we do not
build our brand as a dispensing pharmacy that digs
deeper into medical care, and work for at least ten
years to raise awareness of the brand. Going forward,
we will continue to take measures to connect deeper
with our patients and customers.

The Nihon Chouzai Group has always been an industry leader in the pursuit of its
ICT strategy. How do you analyze the success factors of this ICT strategy?

Our electronic medication notebook, which was developed in-house,
has had a great effect as an important terminal.

Since April 2020, guidance on the use of drugs by
telephone and information and communication
devices has been temporarily permitted as a measure
to prevent the spread of COVID-19. From September
2020, target areas and patients will be expanded,
and online guidance on the use of drugs will begin.
Our electronic medication notebook, Okusuri
Techo Plus, is an important terminal for widely provid-
ing high-quality medical service to patients through
a series of remote guidance on the use of drugs. We
are the only company in the dispensing pharmacy

industry that has developed an electronic medication
notebook in-house, which allows us to make updates
flexibly, leading to expansion of our daily contact with
patients.

Five years have passed since the release of Okusuri
Techo Plus, with over 500,000 registered members.
Looking ahead, we will strive to further promote our
ICT strategy by leveraging not only our technologi-
cal base but our tremendous, competition-beating
customer base of over 500,000 members.

Could you tell us your thoughts about how you will incorporate contributions to

achieving the SDGs into future strategies?

| think that digging deeper into our core business and
realizing sustainable growth will contribute to achieving the SDGs.

The third goal of the 17 SDGs is “3. Good health and
well-being: Ensure healthy lives and promote well-be-
ing for all at all ages.” | believe that promotion of our
core business and realization of sustainable growth
will contribute to the achievement of the SDGs.

I would like to reiterate to all of our stakehold-
ers that, we do not either simply alternate between
delight and despair over quarterly profits and stock
price trends as a publicly listed company and neglect
long-term investment necessary for medical care. To
put it in my own words, medical care is not the kind
of job that can make a profit quickly on a quarterly
basis. Furthermore, as you can see from the recent
COVID-19 crisis, even when various societal activities

such as production, consumption, and education all
come to a stop, medical care is a critical activity that
can never stop regardless of the circumstances to
support society. Therefore, in response to requests
from the Japanese government, we have not closed
any pharmacies during the COVID-19 crisis.

As such, we believe that deeply pursuing the very
core of medical care is the most effective contribution
to the SDGs. Furthermore, we think that digging
deeper into medical care and steadily making invest-
ments from a long-term perspective in periods of
five to ten years will lead us to meeting stakeholder
expectations by returning value and profits in various
forms.
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I Message from the President

Q

| would like to ask about your long-term vision for 2030.
How do you plan to raise the top line of growth,
in order to become a company with Group sales of one trillion yen?

We aim to achieve 2030 Group sales of one trillion yen,
without ignoring any possibilities such as new business development.

As shown in the section, “Strategy for Achieving
Growth,” on pages 9 to 11 of this Corporate Report,
the Group has a long-term vision for 2030. In this ini-
tiative, our Dispensing Pharmacy Business and Phar-
maceutical Manufacturing and Sales Business will act
as the main drivers for accumulating net sales, aimed
at reaching Group sales of one trillion yen in 2030,
which is about four times our consolidated net sales
of 268.5 billion yen in the fiscal year under review.

In the Dispensing Pharmacy Business, our market
share is currently about 3% of a 7.4 trillion yen mar-
ket. We believe that we will be able to cover more
than half of our one trillion yen goal in the Dispens-
ing Pharmacy Business by expanding our businesses
in the future through M&A and development of new
business formats. In terms of M&A, we believe that
there will gradually be more rehabilitation projects,

backed by Nihon Chouzai’s financial strength, reha-
bilitation and store management know-how. In the
Pharmaceutical Manufacturing and Sales Business,
capital investment has already peaked out, so we
must focus on how to operate our factories and
increase net sales over the first three years in our ten
year plan.

What | can say about both the Dispensing Phar-
macy Business and Pharmaceutical Manufacturing
and Sales Business is that we will not ignore any
possibilities for future business expansion. We plan to
actively consider all options according to the situation
for the next ten years, including large-scale horizontal
M&A of other companies in our industry, and devel-
opment and manufacture of generic drugs aside from
pills, to name just a few.

As top executive of the Nihon Chouzai Group,
which continues to grow as a comprehensive healthcare company,
could you give us your opinion of the current state of medical care in Japan?

There are many more things Nihon Chouzai can do as an organization centered on

pharmacists. That is why | say “Be Active!”

While it has long been said that there is a shortage
of doctors, pharmacists, nurses, and caregivers, our
super-aged society continues to advance relentlessly,
and the number of patients has been increasing. In
contrast to that, the number of medical professionals
has not increased, and they are getting older. As a re-
sult, the number of patients per medical professional
in the working-age population is steadily increasing.
This problem has become even more pronounced
amidst the ongoing COVID-19 crisis. As such, doctors
and pharmacists share the common issue of how a
small number of medical professionals can deal with
the constantly growing number of patients. In these
circumstances, there are many more things Nihon
Chouzai can do as an organization centered on phar-
macists. That is why | say “Be Active!”
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With the spread of COVID-19 still not contained,
it is difficult to predict future changes in patient
trends. However, | assume from the growing usage
rate for the prescription sending function of Oku-
suri Techo Plus that many patients want to spend
less time in stores. At the same time, the spread of
COVID-19 may have led many patients and consum-
ers to understand the importance of self-medication,
pre-symptomatic disease prevention, as well as the
convenience of receiving medical services online.
There are still some points to be improved regarding
guidance on the use of drugs with telephone and
information and communication devices as well as
delivery of medicine, which has become possible at
present thanks to temporary special measures. On
the other hand, we have received many appreciative
comments from patients, and we will focus on how
the government will make decisions in the future.

Q

What message do you have for stakeholders?
For example, what is your future vision for management?

“Be Active!” in protecting the health of communities and medical care in Japan.

The business of medical care should be undertaken
from a long-term perspective. Based on this point of
view, the Group is making investments in a way that
it can grow over the long term. We also bear in mind
our steady growth so as to be a reliable investee com-
pany. As | mentioned before, medical care does not
make a profit quickly, but it does in fact grow steadily.
For proof of this, you need look no further than the
history of the Group’s growth up to the present day,
based on our honest efforts made for the core busi-
ness of medical care since its founding, under our
corporate philosophy of “achieving true separation of
drug prescribing and dispensing services.”

We were able to celebrate the 40th anniversary of
our founding in March 2020. | would like to thank all
the stakeholders of the Nihon Chouzai Group, and
ask for your continued understanding and support in
the future. We at the Nihon Chouzai Group will “Be
Active!” in digging deeper into our main business of
medical care, continue to boldly undertake the chal-
lenge of creating the standard for Japanese medical
care in the future without focusing only on responses
to systemic changes, and work to support the health
of communities and medical care in Japan through-
out the entire Group.
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The Year in Brief Nihon Chouzai Group

Health support pharmacies

June 2019

April 2019

Matsue Pharmacy

Kokubunji Pharmacy, Tsuruyacho Pharmacy
-

* List of pharmacies that meet the criteria set by the Ministry of Health, Labour and Welfare each month

1y 2019

Miyazakidai Pharmacy, Ugo Pharmacy

August

September

Group companies

Nihon Generic, Chosei-

3
Established of the Launched Nihon Entrusted with “Support project for Selected as a constituent of the JPX-Nikkei
Formulary Busi- Chouzai's first PB data creation and case creation in L Mid and Small Cap Index (continued) )
ness Promotion product, Nihon regional formulary proposals” by
Department Chouzai's Aojiru the Shizuoka Branch of the Japan
Launched with the Health Insurance Association N
objective of pursuing \ - = Published “Formulary
and spreading a ' Management” F4—E250—
"true formulary” m h - (Yakuji Nippo, Limited) PR AL
b > Opened the Nihon Chouzai Online Our Formulary Business T TS
Store, a healthcare online shopping Promotion Department provided wrna
site that utilizes the expertise of full cooperation in writing the
dispensing pharmacies second part of a series cover-
ing everything from basics to
_ y, — — practice of formulary -
_ Y,
Sponsored World e A
No Tobacco Day e Obtained a demonstration license for remote
on May 31 = medication guidance (Seto Pharmacy) in two
J areas within a National Strategic Special Zone
i (Aichi Prefecture)
Y,

September 2019 -

Held the fourth Nihon Chouzai Group
Academic Conference & JP-CS Award 2019,
Third Role-Play Awards also held

With the theme of “The Form of Pharmacies
Supporting Medical Care: Pharmacies Needed by
Society,” case studies on initiatives such as medical
collaboration and health support were presented.

August 2019
Nihon Generic

May 2019 — February 2020

|

Medical Resources

Held seminars for pharmacists

Held six seminars in total (Tokyo/Osaka).
Holding seminars for learning about
medical knowledge and industry trends

every year D

do Pharmaceutical
Released 8 new
generic drugs with
3 different active
ingredients
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Tsukuba Plant Summer Vacation
Tour

Conducted a tour of our Tsukuba
Plant for elementary school students
and their parents as part of contribu-
tion to the local community

e ¥

August 2019

Medical Resources

Opened Nurse Step,
a website to provide
support for nurse
recruitment and
career change

\

October 2019

Heisei Pharmacy

December 2019

Shinmachida Pharmacy, Urayasu Pharmacy

February 2020

January 2020

T
e

Mitakadai Pharmacy, Ginza Taimei Pharmacy

Kimachidori Pharmacy, Tateishi Ekimae Pharmacy

October

October 2019

Exhibited at X HEALTH EXPO
2019 (at Tokyo Big Sight)
sponsored by Nikkei Business
Publications, Inc.

— s

November

December

November 2019

Sponsored World Diabetes Day on
November 14

December 2019
N

Conducted remote medication

January

instruction in a National Strategic
Special Zone (Chiba City) in an urban
area (Tsubakimori Pharmacy) for the
first time nationwide

\

This is the third case in Nihon Chouzai, fol-
) lowing the cases in Aichi Prefecture. Using
the electronic medication notebook Okusuri
Techo Plus, the patient’s dispensing and

February

January 2020

Held a management policy briefing
session of the Nihon Chouzai Group
President Mitsuhara explained how we will
enhance the Company's three strengths of
Quality, Flexibility, and Pioneering Spirit to build
the Nihon Chouzai brand toward 2030.

February 2020

October 2019

Won the Excellent Paper
Award at the Japanese
Telemedicine and Telecare
Association (JTTA) Annual
Academic Conference
Presented case studies at Seto
Pharmacy and future challenges,
with the theme of “Remote
medication guidance in the Na-
tional Strategic Special Zone using
electronic

other data can be shared in real time with

their family
= =
i

members
\ y,

who live
December 2019
N

far away

Japan Medical

medica- Accepted a visit from Kyrgyz Republic

tion note- o

books” Kyrgyz Republic’s Undersecretary of the
Ministry of Health and executives from the
largest pharmacy visited Nihon Chouzai's
Mita Pharmacy.

_ y, _ i y,
October 2019

November 2019 December 2019

Japan Medical Research Nihon Generic,

Concluded a comprehensive agreement
on collaboration and cooperation in
health promotion measure project with
Yahaba Town, Shiwa County, Iwate
Prefecture

As a support for local health promotion utiliz-
ing WELL BASE YAHABA, a health promotion
facility operated by Yahaba Town, Nihon Chou-
zai lwate Idaimae Pharmacy is cooperating
with medication and nutrition guidance, analy-
sis of health data, and health seminars. This is
Japan's first regional health promotion measure
through industry-academia-government col-
laboration . .
centered
on health
promotion

| |
facilities. i

™=

January 2020

Nihon Generic,

Research Institute
Exhibited at the Asian
Conference on Pharma-
coepidemiology

November 2019

Medical Resourcess
Conducted a retention
program

Held money seminars for
working women as a ben-
efit program for dispatched
workers

Institute

The 4th Japan Medical
Research Institute
Symposium

Held a symposium entitled
"Created by Prescription
Data: Real World Evi-
dence”

Choseido Phar-
maceutical

Released 14 new
generic drugs
with 6 different
active ingredi-
ents

Choseido Pharmaceutical

Launched “LOXOPROFEN Tablets JG,
" the second round of over-the-counter drugs

/

February 2020

Nihon Generic, Cho-
seido Pharmaceutical
Obtained manu-
facturing and sales
approval for 16
generic drugs with

9 different active
ingredients

NIHON CHOUZAI CORPORATE REPORT 2020

o 2020 N

Medical Resources
Opened Cheer Job
Tohan, a website to
provide support for
registered pharmaceu-
tical medicine sellers
recruitment and
career change
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Financial Highlights
[Netsales

268 5 billions of yen

(billions of yen)

20 268.5
250 2192 2234 2412 245.6

?EZ 1653 1818

100

Operating profit / Operating profit margin

7 5 billions of yen 2 8%

(billions of yen) M Operating profit O Operating profit margin (%)
4.

8
15 44 2

EPS (Profit per share)

446 66 yen

(yen)
500
432.85 446.66

400

300

200

100

Cash dividends

50...

(yen) M Cash dividends (first half) B Cash dividends (second half)

50 50 50 50 50
45

10 25

"13 "14 "15 "16 "7 18 19 (FY)
Capital expenditure

] 2 o billions of yen

(billions of yen)
25

23.3

"13 "4 "15 16 "7 18 19 (FY)
R&D expenses

2 9 billions of yen

(billions of yen)
3.0

2.5
2.0
1.5
1.0
0.5

"3 14 15 16 "7 18 19 (FY)
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