





Environment and Tsumura

Environmental Education and Awareness

Tsumura promotes environmental education and awareness activities to raise awareness of the
global environmental issues leading to environmental conservation practices.

Policy of environmental education and H Achievements of Environmental Education in FY2010 J&CO

awareness Category Frequency No. of Participants

We have conducted environmental education since General education 151 3,533

FY2001, aiming to promote continuous engagement . .

in environmental conservation activities according Special education o4 102

to the Tsumura Environmental Principle and Policy. Education of internal auditors 2 4

It is considered important to have all employees Guidance on environmental

understand that as our business is deeply related policy for contractors 49 55

to nature, coexistence with nature is required for Collcton o emi alsl

business continuity. ollection of environmental slogan 2 425
Emergency drills 26 1,118

Activities in FY2010

B Environmental education

In the general training for new recruits, education
about the relation between natural environment and
Tsumura’s business was provided with an eye to
raising employees’ environmental awareness and
promoting activities. Also in each division of the head
office, production sectors, and the laboratory, as well
as group companies, general as well as specialist
education about environmental laws and cases
regarding energy & resources saving and company
tours were conducted in order to improve employees’

knowledge and deepen understanding.
General training for new recruits

B Environmental awareness

We raised employees’ environmental awareness

by issuing “Environmental News” every month and
holding “Tsumura green photo contest”. With officers’
and employees’ higher environmental awareness

in Chinese group companies, there were a lot of
applicants from Shenzhen Tsumura and Shanghai
Tsumura for the photo contest.

The lbaraki Plant and Ishioka Center invited
environmental slogans, and the Laboratory held

the energy saving contest, in order to promote
environmental awareness and employees’ proactive
participation in environmental activities.

Gold prize of Tsumura Green Photo Contest
“Tunnel and yellow autumn leaves”
Naoko Kagaya, Akita Sales Office

Ibaraki Plant won the chairman’s prize of Japan Greenery Research and Development Center

In the 29th national convention for promotion of greening plants hosted by Japan Greenery Research and Development Center, the
Ibaraki Plant won the Chairman'’s prize for excellent green plant in 2010.

The Ibaraki Plant is making efforts for environmental

conservation, aiming to be an “eco-friendly green plant”. On a

premise of 178,000m?, over 2,500 trees, a medical herb garden,

ponds, fountains, lawn, and fields have been arranged,

maintaining rich natural environment. The Plant won the prize,

appreciated for proactive promotion of greening plant and its

comprehensive activities with an eye to prevention of the global

warming, consideration of biodiversity, and coexistence with

nature. Award ceremony Green area of Ibaraki Plant
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Environment and Tsumura

Contribution to a LOW Carbon SOCiEty - Prevention of Global Warming -

Expecting an increase in production volume, Tsumura Group is making efforts for energy saving
and a reduction in greenhouse gas emissions in unison.

Mid-term Environmental Objectives

With the Mid-term Environmental Objectives

set corresponding to the period of the mid-term
management plan, we are striving to reduce our
greenhouse gas emission for three years from 2009
to 2011 by 19% on average in comparison with

the level of FY1990. In FY2011, the upper limit of
greenhouse gas emission is 48,259t-CO2. Making
efforts for energy saving in not only production
sections, but also sales vehicles and branches and
sales offices, we are promoting “the reduction in
greenhouse gas emission” as the company-wide
activity.

Engagements for global warming
prevention in FY2010

While the production volume of medical extracted
granules increased by 3.5% from the previous

year, the emission of greenhouse gases decreased
by 2.6% from the previous year, and by 23.9% in
comparison with the level in FY1990.

Production sections*' have introduced and renewed
facilities such as freezers and air conditioners
basically taking into account high energy efficiency
and energy saving.

The Shizuoka Plant reduced the emission of CO2

by about 49t over the year with centralization of

air supply facilities, change in operations of the
effluent treatment facility, and introduction of inverter
processing water pump. Ibaraki Plant reduced

CO:2 by about 350t per year by introducing Japan’s
first steam generator using heat pump technology
of which heat source is waste warm water from a
cogeneration system*2 (Steam Link).

Branches and sales offices are also promoting
energy saving activities and eco-friendly driving by
disclosing the monthly greenhouse gas emissions of
each business establishment to check progress. The
full-scale introduction of hybrid cars, five of which
were already introduced, as a sales vehicle has
been under consideration. In order to ensure safety,
existing sales vehicles have been gradually switched
to compact cars.

Shanghai Tsumura and Shenzhen Tsumura are
striving to reduce greenhouse gas emissions

with efficient production plans and energy-saving
activities.

*1 Production sections: Including Shizuoka and Ibaraki Plants, Ishioka Center,
and the Laboratory

*2 Cogeneration system: As seen in its name, it is a system to obtain multiple
energies such as electric and thermal energies from only one energy.
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H Performance of Greenhouse gas emissions J&CO
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*3 Group companies: Logitem Tsumura, Creative Service, Yubari Tsumura,
Shanghai Tsumura, and Shenzhen Tsumura

*4 TJ=1,000GJ J (joule): The unit of power in International System of Units,
One joule is the work done, or energy expended, by a force of one Newton
moving one meter along the direction of the force

Future development and target

In FY2011, we will continue to effectively promote
energy-saving activities such as introduction of new
technologies by setting discernible reduction targets
of energy use.

The Ibaraki Plant is introducing a facility to reuse
steam with a hybrid method in the concentration
process of Kampo extracted liquid. It is scheduled to
start operation in FY2011, expected to reduce CO2 by
approximately 2,000t per year.

Based on the result in FY2010, we will conduct

new energy saving activities, and increase their
awareness by expressing the commitment of each
section. In this way, the Company will strive to
achieve the mid-term environmental objectives as a
whole.



Environment and Tsumura

Contribution tO d SUStainable SOCiety - Preservation of Biodiversity -

In consideration for biodiversity stipulated in the Tsumura Environmental Policy, we will strive to reproduce an ecosystem with nature’s bounty
in the next generation through various activities such as “preservation and cultivation of rare species” and “protection of gene resources”.

Tsumura’s efforts for biodiversity

We believe it is precisely because our business is the
production and trade of Kampo preparations made
from botanical raw materials, the natural bounty, that
it is necessary to build a cyclical process necessary
for coexisting with nature and pay attention to
biodiversity in a responsible manner.

Furthermore, we amended the Tsumura
Environmental Policy in October 2009 in order to
clearly state our policy to pay attention to biodiversity,
saying “we will make efforts for preservation of
biodiversity so as to enjoy nature’s bounty in future”.
In order to maintain biodiversity in the production
areas of botanical raw materials and realize the
sustainable harvest of botanical raw materials,
Tsumura is working on the cultivation and protection
of wild medicinal plants for botanical raw materials.

Biodiversity of fields of botanical raw
materials

It is said that modern agriculture which depends
on agrichemicals such as weed killer and pesticide
puts an excessive impact to the environment. We
are paying attention to use of agrichemicals in the
cultivation of botanical raw materials for ethical
Kampo preparations. For example, in an attempt

to reduce the environmental impact, we instruct
producers to minimize use of agrichemicals, and
carefully spray them preventing from scattering so as
not to have adverse effects on nearby living natural
habitats. In this way, we manage agrichemicals

by regulating their kinds and methods of use,
considering the environmental impact. We believe
such approaches would lead to protection and
fostering of local abundant ecological systems.

Towards the protection of gene
resources

Wild plants consist of groups with individual variations
in diverse characteristics, such as external form,
contained ingredients, resistance to disease and
pest. Such individual variations reflect the diversity at
the genetic level.

To obtain medicinal plants which become raw
materials of crude drugs, we must depend on the
harvest of wild plants. For Tsumura’s continuous
development, it is a critical issue to preserve the
genetic diversity for sustainable use of those plants.

Cultivation research and practice

As botanical raw materials depend on the harvest
of wild plants, Tsumura is careful not to deplete
these resources. As concrete countermeasures,
we have systematically harvested them within their
natural resilience, and have studied the cultivation
method of wild plants in cooperation with the China
Meheco Corporation, a research institution in
China. Accordingly, with advances in the cultivation
of various botanical raw materials, we are less
dependent on only wild plants for botanical raw
materials. In this way, these advances contribute to
the preservation of rare species of plants.
Furthermore, for over 80 years Tsumura has
contributed to the protection of gene resources and
the diffusion of botany and pharmacognosy with
publications in international academic magazines
concerning the research and study of wild plants
including endangered species.

Towards the conservation of grasslands

Some botanical raw materials grow in grasslands in
China. Among them the cultivation of rhubarb and
licorice has been studied in corporation with the
China Meheco Corporation. The spread of cultivation
will prevent overharvest of wild plants, and thus lead
to the conservation of grasslands.

Furthermore, we have conducted activities to invite
botanist instructors of our production areas in China
to Japan, and educate them about production
methods.

Through such practical studies and education,

we are contributing to the preservation of natural
environments and biodiversity. (See P.18)

Wild rhubarb (China)

3

Cultivated rhubarb (China)
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Environment and Tsumura

Aiming to be a Recycling Society - promotion of the 3 Rs -

We are building systems for cyclical use of resources, for example, converting botanical drug

residues into fertilizers and bio-ethanol, and recycling water resources.

Policies of waste reduction and
recycling

While it is inevitable for wastes to increase due to the
expansion in production volume, we will make efforts
for reducing final disposal volumes of waste with
proactive reduction and reuse. As for industrial waste
(including ones under special management), we

are striving to continuously achieve zero emission (a
100% recycling rate of industrial waste*') by selecting
appropriate waste treatment contractors.

*1 Recycling rate of industrial wastes (%) = Volume of industrial waste recycled /
Volume of industrial waste emissions x 100

Approach to waste reduction and
recycling in FY2010

Although waste generation is increasing as
production increases, we are striving to reduce
emission by converting waste plastic and packaging
materials such as plastic bags, cardboards, and
wrapping paper into valuable resources. As for
industrial waste, the Shizuoka and Ibaraki Plants, the
Laboratory, and the Ishioka Center have continuously
achieved zero emissions. In FY2010, Shanghai
Tsumura also achieved zero emission.

As the result of these efforts, the recycle rate reached
98.6% in 22,540t of the Group-wide total waste
emissions (including general wastes) in FY2010.

Recycling of botanical drug residues

In FY2010, the volume of botanical drug residues
generated through the manufacturing process of
Kampo extracts was 20,081t, accounting for about
90% of total industrial wastes. All of those botanical
drug residues have been recycled as fertilizers, etc.
in not only the Shizuoka and Ibaraki Plants, but also
Shanghai Tsumura.

Considering a recycling method to covert botanical
drug residues to bio-ethanol*? over some years, we
have continuously studied about how to increase the
yield of bio-ethanol and the way to effectively use
residues after production of bio-ethanol as bio-based
fuels. As for recycling botanical drug residues, we
have also sought and considered new processing
methods with less impact on environment, apart from
conversion to bio-ethanol.

*2 Bio-ethanol: Ethanol made from fermented plants such as sugarcane.
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M Total waste emission, Final disposal, and
Recycle rate dedCO

Total waste emission
[0 Shanghai Tsumura, Shenzhen Tsumura
Logitem Tsumura

Final disposal [
Recycle rate —o—

[ TSUMURA & CO.

() 99.8 99.8 (%)
30,000 994 983 98.6 100
25,000 [ 23879 55540

—95
20,000 -
17,249
14918 15343
15,000 |- 90
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-85

80
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3% Shanghai Tsumura and Shenzhen Tsumura are included from FY2009.
Final disposal and recycle rate are values of the group total.

Il Breakdown of industrial waste emission Je&CO

Waste under special management

. 63
Waste plastics 0.3%

322

1.5% Other wastes

439
2.0%

Sludge
1,075
4.9%

% Animal and plant residues include residues of botanical raw materials.



Water Resource Protection

Since we are using a large volume of water, nature’s
bounty, the reduction and cyclical use of water are
our policies of water resource protection for the
sustainable use of water.

At the Shizuoka and Ibaraki Plants, cooling water
used in the process to concentrate extracted liquid
for Kampo preparation is continuously collected

and reused. Shanghai Tsumura has also started
reuse of cooling water from FY2010. The collection
ratios*3 of water in FY2010 of the Shizuoka Plant, the
Ibaraki Plant, and Shanghai Tsumura were 53.1%,
55.5%, and 52.2%, respectively. The wastewater after
effluent treatment is reused for water scrubbers* and
other miscellaneous purposes.

The Ibaraki Plant reduced usage of water by
reviewing washing time of demisters (separator) in
the drying process to make operations more efficient.
In the production of water designated by Japanese
Pharmacopoeia, water for manufacturing, the Plant
has used well water from the well succeeded from
Ami-cho, of which temperature is more stable than
industrial water from Kasumigaura. The use of

well water has led to appropriate water use and a
reduction in energy usage.

Environment and Tsumura

M Volume of water used (drinking water, industrial water,
and groundwater) and Volume of discharged water J&CO

Volume of water used Volume of discharged water
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Future developments and targets

The production process of extracted powder was
additionally built to increase production capacity,
based on a long-term forecast of demand for ethical
Kampo preparations. Accordingly, an increase in
wastes resulting from the expansion in production
volume is expected in the future. We will make efforts
for realizing the recycling society by promoting the
3 Rs (Reduce, Reuse, and Recycle), for example,
the conversion of wastes to valuable resources,
continuous achievement of zero emission, reduction
in water consumption and cyclical use of water
resources.

M Flow chart of reuse of cooling water used in the process to concentration
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Effluent
treatment
facilities

Place to
use water

EVP*
Concentrating
device

Cooling device

Collection
of steam

*3 Collection ratio of water:
the ratio of collected and reused water among the entire water consumption.
(Quotation: Water department, Land and Water Bureau, the Ministry of Land,
Infrastructure, Transport and Tourism)

(the entire water consumption — water supply)
Collection ratio (%) = x100
the entire water consumption

Device to regenerate
cooling water

Water supply ‘l

Tank of cooling water Water tank

*4 Water scrubber: Facility to eliminate hazardous substances emitted to the
atmosphere by cleaning exhaust gas emissions with water

*5 EVP: Evaporation (concentration step)

The reduction in water usage at the Ibaraki Plant

At the Ibaraki Plant, we have conducted various activities for water resource protection stipulated in
the Environmental Policy. Especially in the manufacturing process of extracted powder, the most water
is used in the Plant. In FY2010, we successfully reduced water usage about 4,800t per year with more
efficient operations, for example, reviewing washing time necessary for cleaning demisters in the
drying process at the time of changing production items and resetting washing timer; and reducing the
amount of blow-off water for protection of pipes. As a result, we could save energy comprehensively,

also reducing usage of electricity and steam. The headquarters of production sectors and the Ibaraki

Yoshinori
Kawamoto

The production division, the Ibaraki plant
Section Chief of Production Section 1
Production Department

Plant will tackle recycling of water and water-saving measures in the processes for effective use of
precious water resource.

L L o
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Environment and Tsumura

Chemicals Management/Prevention of Air and Water Pollution

As a company to support human health, we are making efforts for creating a healthy
environment with chemicals management and a reduction in pollutant release.

Chemicals management

We promote the monitoring of chemical consumption
and substitution in compliance with the “Tsumura
Management Standard for Chemical Substances”
enacted in FY2002, which is a voluntary standard for
the purchase, reduction, and prohibition of chemicals
according to their hazardous properties. As a result,
among chemicals we use, ones subject to the PRTR
(Pollutant Release and Transfer Register) System
have been only acetonitrile and ferric chloride.
Acetonitrile is used as a solvent in constituent
inspections from botanical raw materials through
products. Ferric chloride which has become subject
to the PRTR system due to the revision of the law is
used as flocculating agent at the effluent treatment
facility.

As for chloroform of which substitution had been
continuously considered, we successfully completed
verification tests for extracts, granulated powder,
tablets in Shizuoka Plant, and the test for extracts and
granulated powder in lbaraki Plant with a substitution
in FY2010.

Chemicals are purchased through the “Cyber Regent
Mall” on the corporate intranet, so that the stockpile
of chemical substances is recorded. Furthermore,
we have made efforts for improving the operation
management, for example, the periodical renewal

of the MSDS*, education concerning the laws and
regulations related to chemicals, and implementation
of patrols and emergency drills. We have also
managed deleterious substances such as acid and
alkali in an appropriate manner.

$#MSDS (Material Safety Data Sheet): A safety data sheet for chemicals in which
information on nature of chemicals and
how to handle them is stated.

B Amount of pollutant release and transfer according to PRTR System MO

Air and water pollution control

M Activities of production bases

In an attempt to conserve water quality and prevent
air pollution, domestic and overseas production
bases have complied with relevant local laws and
regulations, set strict voluntary standards, and
implemented management based on them. Water
pollutant release of each base is regularly measured
internally and by an outside certificate authority

of measurement to confirm that the pollutant level

is below the limit. Smoke is also measured by an
outside certificate authority on a regular basis to
confirm that the level of air pollutant emission is lower
than the limit.

B Logitem Tsumura’s approach

For Logitem Tsumura Co., Ltd. engaged mainly in
haulage business, a reduction in environmental
impact is a critical issue. In FY2010, they achieved
a year-on-year reduction of 0.7% in light oil
consumption with thorough implementation of
stopping the practice of idling, driving without
sudden starting and acceleration. It leads to not only
energy saving and a reduction in greenhouse gas
emissions, but also prevention of air pollution. They
have also conducted activities from various angles,
for example, promotion of modal shift.

(unit: t)

Release Transfer
Chemicals Annual consumption On-site landfill
Public water Public sewer  Outside facilities
Ibaraki Plant, Acetonitrile 21 (2.5) 0(0) 0(0) 0(0) 0(0) 21 (2.5) 0(0) 0(0)
Laboratory Ferric chloride 1714 (-) 0(-) 0(-) 0(-) 0(-) 0.0 (-) 0(-) 0(-)
Shizuoka Plant Acetonitrile 07 (0.8) 0(0) 0(0) 0(0) 0(0) 0.7 (0.8) 0(0) 0(0)

*Performance in FY2009 is shown in parentheses.
*Ferric chloride has become subject to the PRTR system from FY2010.

*As it would be necessary for Shizuoka Plant to report pollutant release and transfer in a case of increasing production volume, the Plant is managed.

B Emission of air pollution substances JMe&CO

TSUMURA & Co. 29.62 - 0.06
Logitem Tsumura 478 - -

Shenzhen Tsumura 2.46 - 0.00
Yubari Tsumura 0.02 - 0.00
Total 36.89 - 0.06

(unit: 1)
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M Load of water pollution substance Mg&CD

BOD cobD SS Nitrogen  Phosphate
TSUMURA  |Shizuoka
& Co. Plant 115 1.79 1.50 0.58 0.031
Ibaraki Plant 0.34 1.59 0.23 0.73 0.011
Shanghai Tsumura 3.58 8.57 7.07 0.04 -
Total 5.07 11.95 8.80 1.35 0.042

(unit: t)



Environment and Tsumura

Energy and Material Flow

[Reporting organization] TSUMURA & Co., Logitem Tsumura Co., Ltd., Creative Service, Inc., Yubari Tsumura Co., Ltd., Shanghai
Tsumura Pharmaceuticals Co., Ltd., and Shenzhen Tsumura Medicine Co., Ltd.

[Period covered] April 1, 2010 to March 31, 2011
January 1, 2010 to December 31, 2010 (Shanghai Tsumura and Shenzhen Tsumura)
November 1, 2010 to March 31, 2011 (Yubari Tsumura)

JiCO JCO
Energy Chemicals Raw materials Printer Paper Fuel for distribution*
Electricity Object substance of PRTR Law Botanical raw materials Office supplies
Gasoline....... Acetonitrile................. 28 8,797t (TSUMURA & Co.) Light il ...ccccoo..... 654kl
Kerosene. Ferric chloride Other medical goods Paper
(VT ] RO . 7| | e sees T4t 3,992t (on a A4 basis)
(L CEULT0 | — Water resources Containers ..16,271 thousand
Liquefied petroleum Public water ....... 386,092t PaPer......oeeevvece. 1,385t sheets
.................... 15t Industrial water...346,512t  pjastic ... 11,894t
. 11,162KNm?®  Ground water ..... 646,887t  Ajuminum ..o, 447t
97,315TJ GIASS oo 1t
Corrugated cardboard
................................. 1,332t

\

Business Activities

/

Distribution

Office activities

Research

Q,,L] _

Processing
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Air discharge Waste Emission in
Greenhouse gases Total waste emission ....... 22,540t distribution*
.................................... 65,885t-C02 oGeneral waste....................... 424t CO2............. 1,691t-CO2
.37t e®Industrial waste ............. 22,116t 1[0 12t
R
Water discharge Final disposal..........cccccccvunnnee. 22t
Total production Total discharge.............. 1,132,253t

7,075t

JACO

Recycled amount
of botanical drug :
residues ﬂ}

Reused and
recycled amount
of water resources
Processed water

is reused for water

Completely recycled as
fertilizer

scrubbers in the plant.

*Fuel for distribution and Emission in distribution at Logitem Tsumura and other contract carriers were calculated according to the amended ton-
kilometer method defined by Energy Saving Act.
Transport within China or from China to Japan is not included.
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Environmental Performance Data

Trend of Major Environmental Performance Indices from FY2006 to FY2010 M&CO

Reporting Period FY2006 | FY2007 | FY2008 | FY2009 | FY2010 |[Scope C"”ie[ffrﬂgdr‘e"pgoffges
Total Energy Input [GJ] 936,031| 898,730 899,451 962,506 953,152 P.39/44
Material |Botanical raw materials [t] 5,880 6,221 6,365 7,408 6,923 | *3 P44
Input Containers and packaging [t] 3,464 3,899 4,439 4911 4,844 P.44
Water Resource Input [t] 977,732 | 985,739| 978,140| 1,107,550 1,029,063 | *4 P.42/44
Chemical |Acetonitrile [t] 3.6 3.8 4.2 3.3 2.8 P.43/44
Input Ferric chloride [t] - - - - 171.4| *5 P.43/44
Green Purchase Rate [%] 81 80 84 80 79| *6 -
Production of ethical Kampo extract granules [t] 5,052 5,521 6,353 6,839 7,075 | *7 P.44
Emission of greenhouse gases [t-C02] 46,600 43,200 44,900 45,100 43,919 *8 P.36/39/44
Waste emission [t] 14,918 15,318 17,139 18,749 17,746 | *9 P.41/44
Waste  |Final disposal [t] 19 2 1 1 6 P.41/44
Percentage of waste recycled [%] 99.4 99.8 99.8 99.9 99.8 P.41
Effluent discharge [t] 894,140 907,732| 889,108 | 919,406 829,453 *4 P.42/44
Eco-efficiency for GHG reduction* [t-CO2/million yen] 0.51 0.46 0.50 0.50 0.46 -
Eco-efficiency for waste reduction*2 [t/million yen] 0.16 0.16 0.19 0.21 0.19 =
Net sales [million yen] 91,227 94,799 90,016 90,933 94,778 P.53
Total assets [million yen] 143,378 | 135,146| 126,824 134,697 | 141,549 P.53

The calculation above consists of only the performance data of TSUMURA & Co., though the gathering of data of the following Tsumura
Group companies began in FY2007: Logitem Tsumura Co., Ltd., Creative Service Co., Ltd., Shanghai Tsumura Pharmaceuticals Co.,
Ltd., and Shenzhen Tsumura Medicine Co., Ltd.

*1 Eco-efficiency for GHG reduction: [Emission of GHG] / [Net sales]

*2 Eco-efficiency for waste reduction: [Waste emission] / [Net sales]

*3 Volume of botanical raw materials used for the process of extraction in the Shizuoka Plant and lbaraki Plant

*4 Excluding headquarters, domestic regional branches, and sales offices.

*5 Ferric chloride has become subject to the PRTR system since FY2010.

*6 Data of general office supplies is covered.

*7 Kampo extract granules for prescription and OTC

*8 With the revision of the Law concerning promotion of measures for controlling global warming, significant figures are not processed
but rounded down to whole number.

*9 Excluding regional branches, sales offices, West Japan Logistic Center and recreation facilities.

H Reporting Organization
TSUMURA & Co. and its group companies

B Important Notice about Environmental Performance
e Shizuoka Plant, Ibaraki Plant, the Laboratory, and Ishioka Center have continuously achieved zero emission.
¢ In FY2010, Shanghai Tsumura achieved zero emission.

e The gathering of data of Yubari Tsumura began from November 2010.

B Compliance of Environmental Regulations M#&C0

® There was no violation of the environmental regulatory controls that accompany the guidance,
recommendations, instructions, and penalties by the regulator in FY2010.

e Shizuoka Plant, Ibaraki Plant, the Laboratory, Ishioka Center, Logitem Tsumura, and Yubari Tsumura have
complied with the criterion values and reporting obligations of Air pollution control act, Water quality pollution
control act, Wastes disposal and public cleansing act (including wastes subject to special control), and the

PRTR system. The head office has appropriately reported according to Rationalization in energy use law.
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Environmental Accounting W&CO

Environmental Conservation Cost

Scope: Domestic plants and offices of TSUMURA & Co.
Period covered: April 1st, 2010 to May 31st, 2011

Environment and Tsumura

[thousands of yen] Reference: MOE Environmental Accounting Guidelines (2005)
Category of environmental . o FY2009 FY2010
%On{‘efvaﬁOﬂ cost Major activties Investment  Expenses Investment Expenses
(1) Business area costs 339,994 | 677,130| 256,591 713,855
Pollution prevention Prevention of air and water pollution, odor, etc. 82,291 199,710 21,552 174,430
Global environmental conservation | Prevention of global warming, energy saving, and prevention of ozone layer depletion 252,779 | 111,087 231,003| 144,820
Resource circulation Efficient use of resources, waste recycling, treatment, and disposal, etc. 4,924 | 366,333 4,036| 394,606
(2) Upstream/downstream | Reduction of negative environmental impact of container wrapping, recovery, recycling,
costs and proper processing of waste products, etc. 0 16,505 0| 37,679
(3) Administration costs | Development and operation, information disclosure, environmental advertising and
environmental education of environmental management 723 | 205,057 0| 200,557
(4) R&D costs Research and development of products that contribute to environmental protection 0 11,524 0 33,380
(5) Social activity costs Contribution and support to environmental protection groups, etc. 0 2,372 3,436 2,642
(6) Environmental damage costs | Restoration of natural environment, provision of reserves, and insurance costs, etc. 0 525 0 517
(7) Other costs Prevention of radiation injuries 0 0 0 0
Total 340,717 | 913,113| 260,027| 988,631
Environmental Conservation Benefit
Category Environmental Performance (Unit) FY2009 FY2010 Conservation benefit
Benefit concerning resource input | Total energy input [GJ] 962,506 953,152 -9,354
to the business operation Total water resource input [t] 1,107,550 | 1,029,063 | -78,487
Benefit concerning the emission Discharge of greenhouse gas emission [t-CO2] 45,100 43,919 -1,181
of waste and other environmental | Total water discharge [t] 919,406 829,453 | -89,953
loads from the business Total waste emission [t] 18,749 17,746 | -1,003
% Total production of ethical Kampo formulation increased 236t from 6,839t in FY2009 to 7,075t in FY2010.
Economic Benefit of Environmental Conservation [thousands of yen]
Detail of benefits FY2009 FY2010
Direct economic benefits Sales of valuable resources 6,593 7,727
Cost saving benefits Waste disposal cost saving from conversion of packaging materials into valuable resources (excluding metal) | 43,223 | 15,036
Total 49,816 | 22,763

Distribution of economic added value ¥&CO

“Distribution of economic added value” represents how to allocate profit earned in business activities targeting

patients and customers to business partners, shareholders, governments, and a society (communication, social

action programs) as economic relation between stakeholders and the Tsumura Group.

(millions of yen)
100,000 -

80,000 [~

60,000 [~

40,000 [~

20,000 [~

Income

Other income
695

Other expenses
and losses
929

Net sales

Expenses necessary
for business

Environmental costs
(989 million yen)

1%

<( Distribution of economic added value

J/

. Employees

. Officers

|71 Society

|7 Shareholders

[ Creditors
Governments

Retained earnings

Expenses

*Economic added value = Income - (general administrative expenses +
other cost and deficit)
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With
Shareholders
and Investors

We aim to be a company that is trusted by
shareholders and investors by promoting

proactive IR activities at home and overseas

and fair and timely disclosure of corporate

information.

IR briefing session

IR activities

As a part of our IR activities, Tsumura holds IR
information meetings for investors and analysts twice
a year regarding our business results. A number

of visitors attend these meetings consistently.

At these meetings, the President and directors
explain the management strategy and reviews the
financial results, inviting active discussions with the
participants. In addition, small group discussions with
the corporate directors are conducted for fostering
better communications with our investors.

We have conducted IR activities for institutional
investors through IR staff’s direct visit to their offices
to have meetings. The individual meetings enable us
to provide information according to each investor’s
interest and needs. We believe the more we have
meetings with investors, the better they would
understand Tsumura and Kampo. Investors’ opinions
are fed back to directors and relevant divisions so as
to reflect outside voices in management.
Furthermore, we invite institutional investors and
securities analysts to Tsumura Kampo Museum and
the plant facility tour to provide them opportunities to
touch botanical raw materials and observe production
processes. We have carefully planned the tour of our
facilities so that visitors can understand differences
between our unique production processes for Kampo
preparations and competitors’ ones.

Institutional investors on the facility tour at Tsumura Kampo Museum



General meeting of shareholders

We strived to further enhance the contents of “the
Notice of Convocation® of the Ordinary General
Meeting of Shareholders held in June 2011.

Especially, the business report was composed chiefly

of the development of business efforts, details of
activities for the fiscal year under review, and future
business targets such as the mid-term management
plan so as to easily understand a series of business
flow.

With the introduction of electronic voting system in
FY2010, shareholders have been able to exercise
voting rights via Internet.

The notice of convocation of the
ordinary general meeting

Dividend policy

The amount of annual dividend per share for FY2010
was 58 yen, increasing by 12 yen from the previous
year. In FY2011, the annual dividend is expected to
be 60 yen, a year-on-year increase of 2 yen.

In principle, we consider returning profits to
shareholders as a corporate important policy.
Therefore, we intend to pay dividends in a stable
manner on the premise of increase, generally

taking into account capital investment, business
performance for each term, dividend payout ratio,
and other factors, with an eye to continuous growth in
business in the future.

M Dividend Trend J&CO

(JPY) (%)
70— [0 Interim dividend —35.0
[ Year-end dividend  30.3% o
60" — Payout ratio 300
(consolidated)
50 —25.0
40— 17.8% —20.0
30 —15.0
20— —110.0
10~ - 5.0
0 0.0
2007 2008 2009 2010 2011 (FY)

(Expected)

With Shareholders and Investors

H Distribution of shares by owner M&C0

Individuals and
Others*

14.29%

Japanese Financial
Institutes

43.52%

Japanese
Financial
Instruments
Business
Operators

0.62%

Foreign
Companies

25.96%

Business Companies
15.61%

(As of March 31, 2011)
* “Individuals and Others” include treasury stock of 244,497 shares

Various IR Tools

We regard an annual report as a significant IR tool
for investors overseas. The Tsumura Annual Report
2010 won the 13th Annual Nikkei Report Awards
continuously from the previous year.

Financial data in which shareholders and investors
are especially interested, presentation materials for IR
briefing sessions, and other information are provided
on our website. The video of IR briefing sessions are
delivered through the Internet in both Japanese and
English. On the page for private investors, information
for private investors is intensively posted.

2010 Annual Report

We won the 13th Nikkei Annual
Report Award 2010.
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Compliance

Compliance/Corporate Governance

Tsumura board members and employees will act in accordance with a higher standard of ethics by respecting
human rights, complying with laws and regulations, code of conduct and its spirit, both in Japan and overseas.

Compliance System

For the purpose of further enhancement of
compliance promotion systems, the Compliance
Department was newly established in May 2011.
The “Tsumura Compliance Program” has been
enacted to promote observance of the law and to
foster a company sense of ethics. The content is
summarized in the compliance guidebook and is
distributed to all directors and employees, who must
adhere to the principles in the “Tsumura Action
Charter” (revised on April 1, 2009). The status of
our compliance activities is reported to the Board of
Directors on a regular basis.

— [l Chart of Compliance System

Top manager of compliance

Officer in charge of compliance

Head of Compliance Department

Manager of compliance promotion

Personnel in charge of
compliance promotion

Compliance education

In addition to awareness seminars and education
for officers and employees, new recruits and newly
appointed managerial staff receive compliance
training according to their position. In FY2010, we
implemented 58 compliance seminars in total for
domestic and overseas group companies. As a part
of our ongoing efforts to improve awareness of our
employees, problems related to compliance are
included in the in-house promotion examinations,
and employees set their compliance action targets in
addition to their business targets.

Observance of the Promotion Code
and the Fair Competition Rule

We established the Promotion Code Committee and
the Liaison Committee of personnel in charge of fair
competition rule as an internal system to thoroughly
observe the “Tsumura ethical drug promotion

code” (ethical drug code) and “Regulations for the
fair competition of ethical drug manufacturers and
distributors” (fair competition rule).

In order to promote proper activities of medical
representatives (MSs), persons in charge are
appointed at headquarters and each regional branch

TSUMURA Corporate Social Responsibility Report

office to examine all promotion materials (6,053 in
FY2010), and to verify the observance situation of “In-
house guidelines concerning acts related to business
entertainment” and “Guidelines for congratulatory or
condolence payments.” Moreover, company-wide
training such as introductory and continued training,
e-learning concerning the ethical drug code and

fair competition rules are regularly implemented. In
conjunction with the “Ethical Drug Code Awareness
Month” in November, an awareness seminar for
employees and a presentation seminar for all
directors are held by a chairman of ethical drug code
committee so as to keep them informed about these
issues.

Fair and transparent trade

In procurement, we believe that it is important to
establish a trust relationship with clients and enhance
the partnership through fair and transparent trade.
The Purchasing Department is conducting faithful
purchase activities in accordance with the “Purchase
management rules” and “Purchase dealings action
agenda”, aiming to build better relationship with
clients.

Tsumura Group Hotline

The “Tsumura Group Hotline” is set up as a
consultation service for problems concerning
compliance that cannot be resolved in the work
place. In order to improve accessibility to the Hotline,
a consultation service via third parties has been
started since April 1, 2009. There are three contact
points inside and outside the company (Compliance
Department, lawyers, and third parties) through
which the directors and employees of the domestic
group companies can use this service. Moreover,

so that a caller can use the Hotline without fear of
repercussion, his or her privacy is protected with
measures such as the acceptance of anonymous
calls, and unfair treatment toward the caller is
prohibited. The contact points for consultation service
have also been set up respectively in Shanghai
Tsumura and Shenzhen Tsumura.

In FY2010, the Hotline received 15 inquiries.

— Il Flow of information in the Tsumura Group Hotline

tside lawyer
Board of Directors
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Compliance/Corporate Governance

Information management

"Basic Rule of Information Management” has

been established for the purpose of appropriate
management of “information”, a corporate business
resource. Management rules have been decided

at each process from creation to disposal of
information, classifying information according to its
significance. Promoting effective use of information,
we have specified and operated proper storage and
management systems in which information would be
hardly leaked or lost.

We have also determined the information
management system in which the president is the
top manager of information management to promote
information management.

— Il Chart of Information Management

Top manager of information
management (President)

Officer in charge of
information management

Main division of
information management
(Business Department)

Manager of information Manager of information
management management
(Chief of headquarters/ (Chief of headquarters/
Head of department) Head of department)

Manager of information
management

Manager of information
management

(Chief of headquarters/ (Chief of headquarters/

Head of department) Head of department)

Personnel in charge of
information management il information management

Personnel in charge of Personnel in charge of Jll Personnel in charge of

information management Jll information management|

Information Security

"Information Security Management Rules” and
“Criteria of Information Security Measures” have been
established for the purpose of preventing diverse
problems which may happen in using information
devices and systems, and properly managing
information systems such as computers and
networks.

For information devices and systems, confidentiality,
integrity, and availability in terms of information
security have been ensured with “personal
authentication using IC cards”, “access restriction

by person”, “password setting”, “countermeasures
against virus with antivirus software”, and “preventive
measures against information leakage”. We are
striving to maintain continuous information security
by building systems to prevent illegal access and
information leakage.

Personal Information Protection

We have enacted “Personal Information Protection
Policy” of which main purpose is to appropriately
protect personal information of customers, business
partners, medical personnel, shareholders, and
employees which may be used in business,
complying with the Personal Information Protection
Law and related laws and regulations. According

to “Personal Information Protection Rule” which
provides for basic matters to be observed at the time
of handling personal information, we have tackled
the improvement in internal systems and thoroughly
secure handling of personal information. This rule

is applied to persons engaged in business of the
Company, such as officers (directors, auditors, and
operating officers), advisors/consultants, employees
(including non-regular or contingent workers), part-
timers, and temporary staff. Regardless of digitized
or analogue information, we have strived to properly
manage internal and outside personal information
handled by the Company.

Avoidance of conflict of interest
problems

In cases of, for example, co-signing for officer’s
debts or officer’s trading with the Company for the
sake of himself/herself or a third party, transactions
with officers and their close relatives, or companies
of which voting rights are owned by the close
relatives are verified in writing to avoid transactions
contradicting the Company’s interest. Like this, we
prevent conflict of interest risks.

Animal testing policy

In order to assure the safety and efficacy of
medicines, animal testing is necessary. The
Company has established the internal rules
concerning animal testing based on the Act on
welfare and management of animals, the basic policy
of the Ministry of Health, Labour and Welfare, and the
guideline of Science Council of Japan. Animal testing
is implemented in accordance with the internal rules
in an appropriate manner with approval by a head

of authority after deliberation at the Animal Care and
Ethical Committee on scientific necessity and animal
welfare (3Rs: replacement, reduction in the number of
animals to use, refinement to ease pain).

Moreover, educational programs about animal welfare
and ethics have been implemented on a regular
basis for all persons engaged in animal testing. We
also conduct self-inspections for the conditions of
animal testing and facility operations once a year.

A memorial service ceremony is held in front of a
“Laboratory Animal Memorial Cenotaph” every year,
so that each researcher will continue to feel gratitude
for and offer sincere condolences to the contribution
of laboratory animals.

TSUMURA Corporate Social Responsibility Report
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Compliance/Corporate Governance

Corporate Governance

Having a strong sense of mission in achieving sustained growth and development and in fulfilling our social
responsibility, we have enhanced our corporate governance system as one of our primary management priorities.

Corporate Governance

Under our corporate philosophy of “The Best
of Nature and Science”, TSUMURA & Co. is
aware of the necessity to enhance our corporate

governance systems to achieve sustained growth

and development, and fulfill our social responsibilities

in the future. Tsumura considers this as one of our

primary management priorities.

The management system that can flexibly respond

to changes in business environment has been
established by introducing the operating officer

system to clarify the supervising functions of
directors and business executing functions of

operating officers. We will also further improve
the transparency, efficiency, and soundness of

management under the current system. Management
judgment is made by the Board of directors
consisting of directors familiar with internal situations
in order to make business decisions flexibly and
rationally. Though there are no outside directors

currently appointed, outside lawyers and certified

public accountants have been appointed as outside
directors, as we consider that objectivity and
neutrality of functions to supervise management is

ensured by seeking opinions and advice from these

outside consultants whenever needed.

We believe that our corporate governance is working
satisfactorily thanks to those efforts, and that it is

Il Chart of Corporate Governance System Js&CO

possible to establish a system that responds to social
confidence in the Company.

Internal Control

Aiming at “pursuing effective and efficient business”
and “being beneficial for observing relevant laws”,
in addition to responding to the Financial Instrument
and Exchange Law, we are flexibly promoting internal
control activities, putting emphasis on areas which
are judged to be highly risky by the assessment

of business bases and processes, for example, a
complicated business structure, management of
affiliated companies, and prevention of misconduct.
In the assessment, we should proactively be aware
of ideal situation without being bound by formal
standards providing full of detailed rules.

To this end, we are focusing on patiently fostering
personnel who can surely execute internal control
activities until the processes are taken for granted,
while having people at site understand what the
activities are conducted for. That is consequently a
short way to reach our goal. We have been striving
to have business processes visible, standardized
and integrated, pursuing more effective and
efficient operations by promoting human resource
development. We have also been building and
practicing strong systems to eliminate errors and
misconducts.
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Risk management

Establishment of risk management rules

Risk management rules have been established as a
corporate rule that all directors and employees shall
comply with, in order to improve and manage the
assessment of and responses to risks in the Tsumura
Group. In the rule, fundamental matters of risk
management are stipulated, for example, objectives
of risk management, management policies, a system
to promote management, and dealing with risks, so
as to put into practices the risk management in the
Tsumura Group.

Practice of risk management

We have continued to take measures against critical
risks which were identified, assessed and prioritized
in the Risk Management Project implemented

in 2008. In FY2010, we took necessary actions
against risks that should be dealt with directly by the
business manager among ones identified by each
division, in order to solve problems, holding monthly
“management risk meetings”. Each division identified
and quickly dealt with matters which needed urgent
responses within the prescribed period.

Emergency responses to disasters,
etc.

Formulation of a disaster control manual

The disaster control manual for domestic business
establishments has been prepared for the purpose
of preventing chaos caused by earthquakes and
other disasters, and reducing damages after the
disaster. The manual contained various matters like
the following: preventive measures including regular
inspections/maintenance; ensuring of rescue tools
and stockpiles; the first responses at the time of
disaster; and roles of officers and employees in fire-
fighting operations.

Emergency supplies

Compliance/Corporate Governance

Website for crisis management

On the intranet, the website for crisis management
is operating, in which information on various
predictable disasters and accidents is available.

In preparation for HIN1 virus, earthquakes, fires,
weather disasters, and crises overseas, the ways to
handle such accidents and disasters and a relevant
manual are posted. At the time of disaster, officers
and employees staying at home can access to the
website via Internet to know the situation of damages
and instructions from the Company.
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Website for crisis management

Taking anti-disaster measures

As a countermeasure against earthquakes, buildings
of our business establishments have had seismic
resistance reinforcement works done to prevent
customers, officers or employees from being injured
by falling equipment, fixtures and fittings, or broken
glass. We have also had equipment in place at

six bases including the head office, and both the
Shizuoka and Ibaraki Plants, which receives the
earthquake early warnings for advanced users
delivered by the Japan Meteorological Agency. Audio
and text warnings are also delivered to our people
before a big earthquake occurs.

In preparation of unavailability of phone lines in the
event of a disaster, the head office, and both the
Shizuoka and Ibaraki Plants have satellite cell-phones
in place.

Furthermore, the safety confirmation system for
officers, employees, and their families has been
introduced for emergencies. With this system, safety
confirmation e-mails are sent simultaneously to
pre-registered cell-phones, and a system manager
can completely know their status of safety. We have
conducted drills in a regular basis so as to master the
system and accurately confirm safety.

As stockpiles for disaster prevention, a set of goods
for emergency evacuation (food and drink for three
days) and a hard hat have been delivered to each
officer and employee, and portable toilets for people
who cannot go home are stored in each business
establishment. For sales vehicles, a hammer for
evacuation is in place.

TSUMURA Corporate Social Responsibility Report

o
=)

=
=)
=
)
)
=1
=
=
=
=1
=
3
3

52

(<)
1=}
=

=
=
=
I}
@
<




Financial Report

Business Results

In FY2010, the consolidated net sales increased
4.2% year-on-year to ¥94,778 million. Sales of ethical
Kampo preparations, our mainstay, continued to
steadily increase 6.5% year-on-year to ¥89,247
million.

In FY2010, cost of sales ratio decreased 0.3 points
year-on-year thanks to a growth in sales volume of
ethical Kampo preparations, as well as efforts for
more efficient operations.

As for Selling, general and administrative expense,
SGA ratio showed an improvement of 1.6 points in
comparison to the previous fiscal year, as a result of
efforts towards further efficient costs.

Consequently, Operating profit increased 13.8% year-
on-year to ¥21,553 million.

Operating profit ratio was 22.7%, increasing 1.9

Financial Indicators ¥&COD

points from 20.8% in the previous consolidated fiscal
year.

Ordinary income increased 13.9% year-on-year to
¥21,725 million. Net income increased 20.9% year-
on-year to ¥12,945 million even with ¥529 million of
extraordinary loss resulting from the Great East Japan
Earthquake on March 11, 2011.

Both Operating profit and Ordinary income hit a
record high in FY2010.

In the fiscal year ending March 2012, net sales,
Operating profits, Ordinary profit, and net income
are expected respectively to be ¥100.4 billion,
¥23.4 billion, ¥23.6 billion, and ¥13.6 billion, with
an increase in sales volume of ethical Kampo

preparations and efforts for further efficient costs.
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Third Party Verification

Financial Report Third Party Verification

As corporate non-financial information has an increasing impact on the decision making of investors and other

stakeholders, the reliability of reports is further important. In order to increase credibility, information provided by

Tsumura & Co., Ltd. has been verified by a third party.
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Report 2011” by a third party

Yasunori Fuji

Director corporate officer
Chief of CSR Department

and humanity, as well as inspire people. However, as there are no short cuts to achieving these goals, we
ultimately regard the practice of steady human resource development through routine corporate activities
as the most important issue of CSR management. It is our pleasure that all stakeholders actually feel the
benefit of our efforts through this Report and would welcome your useful advice.
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Evaluation of
Corporate Social
Responsibility
Report 2011

Masaru Kuramizu

Japan Audit and Certification Organization for
Environment and Quality (JACO)
Leader of Verification Team

We had an interview with the Director of Ibaraki Plant
affected by the Great East Japan Earthquake in March
2011. Despite the considerable damages, production
was resumed early with the Director’s strong
leadership, employees’ making efforts day and night,
and cooperation in building an emergency production
system with Shizuoka Plant. Accordingly, the Company
fulfilled social responsibilities even in this crisis,
adhering to “Security and Safety” and meeting
expectations of medical doctors and patients.

While production volume of Kampo medicines has
continued to increase to meet market needs, the
domestic and overseas group companies have
improved their environmental performance including
water saving, energy saving, and recycle of wastes. In
the production area (Phokhem) for botanical raw
materials in Laos, results of Tsumura’s activities to
contribute to local society can be seen, for example,
construction of the junior high school and local
employment.

Based on lessons learned from the March 11
Earthquake and the results of activities to date,
business continuity and development of CSR activities
can be further expected.

Result of verification on “TSUMURA Corporate Social Responsibility

This is the third time we asked Japan Audit and Certification Organization for Environment and Quality
(JACO) to verify our Corporate Social Responsibility Report. In the fiscal year under review, JACO
conducted verifications of domestic plants in Shizuoka and Ibaraki, Ishioka Center in the Laboratory,
Shanghai Tsumura, Shenzhen Tsumura, and Yubari Tsumura on sites. We have sometimes received
compliments in relation to year-by-year improvement, sometimes honest advice on points which we have to
make more efforts at for improving from JACO staff in charge of verification.

We would like to aim to become a human-friendly and truly strong company which can contribute to society

TSUMURA Corporate Social Responsibility Report
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\ H Description of the cover page

@ Licorice plantation (China)

@(® Junior high school students receiving
@ uniforms and shoes (Laos)

@ School building of Phokhem-Tsumura
Friendship Lower-Secondary School (Laos)

® Botanical raw material (Licorice)

TSUMWA & CO.

Contact us for more information:

TSUMURA & Co.

CSR Department

2-17-11, Akasaka, Minato-ku, Tokyo 107-8521, Japan
Tel: +81(3)6361-7102 Fax: +81(3)5574-6634
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