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Forward-looking statements and precautions

The information provided in this integrated report contains
forward-looking statements. Numerical projections represent
the Company'’s best judgments and assumptions based on
information available at the time of publication of this report
and therefore contain a certain degree of risk and uncertainty.
Accordingly, actual performance could differ materially from
these forecasts. In addition, this report contains information
on pharmaceuticals. However, this information is not meant to

serve as advertisements or medical advice.

The Tsumura Group is a pharmaceutical company that
contributes to the well-being of everyone through
products and services based on Kampo medicine and
traditional Chinese medicine* Under its Corporate
Value of “The Best of Nature and Science,"the Tsumura
Group takes a scientific approach to pursuing safety,
efficacy, and consistency in its pharmaceutical
products, and it continues to grow as a leading
company in prescription Kampo formulations.

In April 2023, the Tsumura Group marked its
130th founding anniversary. The first president, Jusha
Tsumura, bequeathed the following words: "With
this belief constantly in mind, | precisely selected
raw materials and carefully prepared them, while
conducting numerous studies based on scientific
principles with the goal of progressively refining
accurate medicinal effects. Though | faced difficulties
of all sizes, | gathered my courage and persisted
tenaciously to achieve my initial objective, striving
to execute sincere management.”Jusha'’s aim was to
create a meaningful business that contributes to the
good of society. With this founding spirit, we looked
ahead 50 to 100 years into the future, and formulated
our Corporate Purpose, “Lively Living for Everyone, as
the Business Commitment we intend to ultimately
achieve. By applying the Tsumura Group’s products
and services to personalized treatment based on
scientific evidence, we aim to apply science to the
area of pre-symptomatic disease and spread next-
generation healthcare. Moreover, we will strive to
contribute to the well-being of the earth itself, by
maintaining a good balance between our lifestyles,
our society and the natural environment so that they
form a healthy cycle.

*Granular or pill-type formulation of raw material crude drugs (traditional Chinese
medicinal products) and chopped crude drugs used in traditional Chinese medicine.




Corporate Purpose

Lively Living for Everyone

The Tsumura Group is committed to contributing
to the healthy lives of individuals throughout their life stages
by bringing together nature’s wisdom and science.
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Purpose Driven Value Creation

@

. . Treatment r

Pre-symptomatic treatment
Prevention of aggravation
Prevention of relapses

Healthcare
(prevention)

Benefit of General
Consumers

Through the three Ps (PHC, PDS, and
PAD),* the Tsumura Group aims to
create a future that achieves “Cho-
WA (a well-balanced state) between
mind and body and between
individuals and society. Taking an
evidence-based approach, we will
contribute to people’s well-being
by providing them with Kampo
medicines, traditional Chinese
medicines and other products and
services tailored to their life stage,
symptoms, genetic makeup and
living environment.

*For details, see page 7 "Message from the Group CEQ!"

Contribution to
Medical Care and
Medical Science

In order to expand the Kampo
market in Japan, we have positioned
the areas of “geriatric health,“cancer
(supportive care)"and“women’s
health"as our three priority areas and
have been focusing our activities
accordingly. We will provide
information about these areas,

such as basic and clinical evidence
of Kampo prescriptions, treatment
guidelines on Kampo formulations,
and how to prescribe different
Kampo formulations, with the aim of
continuously expanding the Kampo
market.

Social Impact

The Tsumura Group takes a
scientific approach to pursuing
safety, efficacy, and consistency

in its pharmaceutical products,

an approach which has seen it
grow as a leading company in
prescription Kampo formulations.
We are committed to realizing
health in mind, body, and the global
environment in order to pass on to
future generations the knowledge
of Kampo medicine that has been
developed in Japan for over 1,400
years, as well as the abundant natural
environment that is at the heart of
our business.




We will expand the value of Kampo medicine and traditional
Chinese medicine from “treatment” to “three preventive measures
for pre-symptomatic diseases” and “healthcare (prevention)”.

By expanding the value of Kampo medicine and traditional Chinese medicine that contribute to the healthy lives of individuals
throughout their life stages, we contribute to the creation of a well-being society, where people live healthy and lively lives through a
well-balanced state of mind and body that brings forth their innate human life force.

Three Preventive Measures for Pre-Symptomatic Diseases

Pre-symptomatic Prevention of
treatment aggravation

Prevention of

: relapses
(prevention of : ; d
Pfe-Z)il;zs:gsr;'latic (pre‘ﬁzgfgs;gﬂfe =< (post-healing care)

Healthcare

(prevention)

Kampo medicine is a holistic form of We identify pre- When disease occurs, We improve prognosis and By correcting factors such as
medicine that is based on the view symptomatic disease from we prevent it from QOL for disease treatment, nutrition (diet), exercise, sleep,
that the mind and body are one. minor changes in physical becoming serious by early and prevent relapses to and stress level, we increase the
We harness the advantages of both condition and subjective identification, progress enable rehabilitaion. body’s innate natural healing
Kampo medicine and Western symptoms, and prevent the prediction, and swift, power, and promote health.
medicine to deliver optimal development of disease. appropriate treatment.

treatments for each individual.

We help each person to live a healthy life and foster a future
where each individual can reach their potential.

Kampo medicine and traditional Chinese medicine treat the Ratio of Prescription Kampo Formulations Administered
mind and body comprehensively, as a method for achieving a
well-balanced state for the whole body. Through our efforts in (%) Percentage of doses

) ° BWomen MMen administered to persons
these areas, we contribute to treatments that extend healthy 120 aged 65 and over
lives, curing general malaise, and improving pre-symptomatic 0o Percentage of doses 52.6%
disease. These products are manufactured by combining administered to women
a number of crude drugs, which are natural substances, 80 67.0%

primarily plants. Since they combine multiple components, a
single prescription can be expected to demonstrate efficacy
toward multiple symptoms. For over 1,400 years, the wisdom
and science of Kampo medicine have developed to suit the
physical characteristics and diseases of Japanese people. The
Tsumura Group is merging the clinical and basic research that

. . . . 0 5 10 15 20 25 30 35 40 45 50 55 60 65 70 75 80 85 90 95 100 <
provide evidence for Kampo formulations in a focused effort to 4 5 14 10 34 20 34 39 44 49 54 0 64 €9 74 70 84 80 94 S0 | B
realize a bright future for everyone, where people do not have

. X Source: Graph prepared by the Company from the Ministry of Health, Labour and Welfare’s
to retire because of aging. NDB data
Proportion of the Population Aged 65 and Over Disparity between Average Life Span and Healthy Life
(%) Span
400 -O- Japan  —O- China 377

Average life span -
300 Men

Healthy life span* 8.84 years
200

Average life span
100 Women

Healthy life span* _ 12.35years

2000 2005 2010 2015 2020 2030 2040 2050 (Fiscal year) (Age) 160 ‘65 ‘70 ‘75 ‘80 ‘85 90

Source: Graph prepared by the Company from the Cabinet Office "Annual Report on the Aging Society 2020" *Average period of unrestricted daily living
Chart 1-1-2 and "Medical International Expansion Country Report: China” (March 2022, Ministry of Source: Graph prepared by the Company from the Ministry of Health, Labour and Welfare “White Paper on Social
Trade, Economy and Industry) Security and Work Styles in the Reiwa 2 year"Chart 1-2-6.
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Message from the Group CEO

President and Representative Director CEO




As a corporate group that delivers the value of
products of naturally available ingredients,

we continually refine our business model and
practice our Purpose of “Lively Living for Everyone.”

A Society Tsumura Seeks to Help Build

A Society That Provides Evidence-Based Health Care Tailored to Each Individual

Beginning with its founding 130 years ago, the Tsumura Group
primarily offers pharmaceuticals made from crude drugs
derived from plants and other natural products. The purpose
of our business is to help people with health issues, as in the
cases we often hear in academic conventions and the like:
people who have seen no improvement in their health after
consulting multiple healthcare organizations turned to Kampo
treatment as a last resort, and returned to good health within
a year or two. The cases clearly illustrate the value we offer and
why we maintain our business.

Hippocrates, often cited as the father of modern
medicine, said that there are a hundred fine physicians in
everyone's body. Those fine physicians are our immune
systems and their natural healing power. Since the COVID-19
pandemic, this innate human power has gained new
focus in public attention. In other words, we've entered a
new era in which the public truly demands Kampo and
traditional Chinese medicine for their abilities to address
the fundamental causes of physical and mental disorder
while enhancing our own natural healing power. In 2018 the
World Health Organization released the first major revision
of its “International Classification of Disease” guidelines
in about three decades, and included a new chapter on
traditional medicine. It's highly significant that this created an
international framework for verifying the efficacy and safety of
traditional medicine. We consider this a positive boost for our
Group in pursuing research and training personnel.

Digital technology is also contributing to our effort to
do business under the Group’s Corporate Value, “The Best of
Nature and Science,"and we are exploring ways to best apply
this rapidly developing technology. In our core prescription
Kampo business, achieving progress with personalized
medicine has been difficult, because the diagnostic methods
(identification of "patterns") of Kampo medicine are unique
and there are important challenges to overcome, including
the influence of the proficiency level of each practitioner in
diagnosis, and the increasing need for greater consultation
time (medical costs). Advances in digital technology are

making it easier to gather and analyze personal health
information, and the ability to identify and provide the
optimum treatment for each individual is coming into view.
As it becomes standard procedure to obtain everyday vital
data, physicians will be able to apply that data for diagnosis
and treatment. In addition, if we can establish ways to
scientifically define and diagnose a given disorder before
symptoms show, pre-symptomatic treatment will become
more possible. We can expand our business through healthier
habits and methods for preventing disease even before the
pre-symptomatic stage.

In our Chinese operation we have recently been
preparing to build a platform for local production and sales of
traditional Chinese medicinal products while expanding our
existing business platform, mainly for marketing raw material
crude drugs and drug pieces (chopped crude drugs). Kampo
medicines and traditional Chinese medicines have different
histories of development, but we can project synergies
among them because they have many factors in common,
like their natural ingredients and how they are administered.
Developing personnel to play central roles in our Chinese
affiliated companies has reinforced our organizational
foundation.

With the recent business environment in mind, to make
the most of our unique strengths and build higher value, in
April 2022 the Tsumura Group announced a new long-term
management vision, TSUMURA VISION “Cho-WA" 2031.

TSUMURA Integrated Report 2023
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Long-Term Management Vision

Realizing the Meaning of the Three Ps, We Support Well-being for Everyone

The Japanese term “Cho-WA (chowa)"in our long-term
management vision carries a nuance somewhat different from
"harmony," the most common English translation of the word.It
fuses cho ("adjustment”) and wa ("sense of peace") to describe
an optimal state for body and mind as well as for individuals
and society. For us it also means "the Combination of Kampo
medicine and Western medicines," as stated in our Corporate
Mission, extending to mean a well-balanced state among our
businesses, society and environment. We render this vision
in Roman characters rather than kanji so it will be correctly
understood by the personnel of our affiliated firms abroad.
When I've explained to them the importance of the meaning
of wa, an idea born in Japan, along with the commitment and
values of our founders, they get it, and it's a valuable vision we
all should advocate.

Our management candidates, the people who will be
moving this Group forward ten years from now, participated
in the process of creating this vision. They completed the Basic
Management Course, designed to train future managers and
offered by Tsumura Academy, which opened in 2019. They
led the discussion on what the Group hopes to become in
ten to twenty years, and built the foundation for this long-
term vision, the basic principles of which we express as the
three Ps. First is Personalized Health Care (PHC in the diagram
below), which expresses our resolve to provide through our

products and services value that contributes to well-being in a
broad sense, including treatment of health issues, preventing
pre-symptomatic diseases and healthcare (prevention), for
every stage of life. Kampo treatment sees the big picture in
each case, looking at both the physical and mental factors

for a given person in their health condition. Through this we
believe we can help as many people as possible by offering
value through pharmaceuticals. We want to help create a
healthcare environment in which anyone can receive Kampo
treatment suited for them individually at any hospital or

clinic. So we have instituted a business strategy to increase
the ratio of physicians who prescribe ten or more Kampo
prescriptions to at least 50% by fiscal 2024, and to have 50% or
more of physicians writing basic prescriptions in all treatment
areas based on Kampo medicine by fiscal 2031.To make that
happen as soon as possible, we are dramatically increasing DX
solutions for providing information.

The next P stands for Pre-symptomatic Disease and
Science (PDS in the diagram). Because there is no pre-
symptomatic concept common to all disorders, we currently
focus on geriatric and women's health in partnership with
academics and other experts. A case in point is frailty in
the context of aging. We capture the many changes that
aging causes within the body, scientifically define a pre-
symptomatic state, establish biomarker*' applications and

Long-Term Management Vision (Fiscal 2022-2031)

TSUMURA VISION “Cho-WA” 2031

Under the title TSUMURA VISION “Cho-WA” 2031 we are working to fulfill the potential of our three Ps as we live in greater
balance with nature and welcome an era in which we support well-being for every individual, using the power of nature and science, mainly
in traditional medicine, with Kampo and traditional Chinese treatments at its core.

PHC

Personalized Health Care

This means contributing to well-being through
evidence-based provision of Kampo and
traditional Chinese treatments and other
products and services tailored to the individual’s
life stage, symptoms, genetic makeup and living
environment.

Pre-symptomatic Disease and
Science

With this we contribute to building a healthier
society by establishing diagnostic methods and
systems to address a given pre-symptomatic
disease, defined based on evidence.

Potential-Abilities Development

This describes a corporate culture that employs
dialogue to encourage every employee to
make the most of their potential, making us a
trustworthy organization as we explore Kampo
and traditional Chinese medicine business, for
which there is no other model in the world.




diagnostic methods, and work to provide evidence-based
Kampo treatment. We also assist in three preventive measures
for pre-symptomatic diseases—pre-symptomatic treatment
(prevention of pre-symptomatic diseases), prevention
of aggravation (prevention of disease progression), and
prevention of relapses (post-healing care)—while also working
to help reduce the physical, emotional and economic burdens
of the patient.

Our third P is for Potential-Abilities Development
(PAD in the diagram at the bottom of p. 7) to maximize the
potentials of our human resources. In our previous long-term
management vision for fiscal 2012-2021 we called ourselves
“Tsumura, the People Company,"and took ample time to adjust
the mindset of our employees and shift our management
approach from top-down to bottom-up. We completed a
human resources management reform so employees who
truly contribute to the company get the assessments they
deserve, and we have been enjoying its positive results. The
coaching and team-building** that Tsumura Academy built

into its curriculum in 2019 are among multiple initiatives
driving our efforts to promote organizational change.

The Academy received cooperation from many lecturers

from outside the Group and has offered many symposia
centering on questions about the purpose and value of each
individual's job responsibilities. With this culture of dialogue
established as a hotbed for creating new value, more and
more Tsumura employees are working spontaneously on their
own. As a result, [ understand, we have been able to steer the
organization toward a new long-term management vision
while helping our employees maximize their potential. At the
same time, much remains to be desired in terms of motivation.
In Kampo and traditional Chinese medicine, which offer us no
guiding business models, we are blazing a new trail, building
a trusted organization that is similar to Kampo medicine in
composition without loosening the reins of reform.

*1 Physiological indexes that illustrate the presence or absence of a given disorder and, if present,
its degree of progress.

*2 Initiatives and effort to build teams to achieve goals while applying the individual skills, abilities
and experience of their members to greatest advantage.

Review of Fiscal 2022

All Initiatives in Steady Progress, Shipments Limited

In fiscal 2022 we commenced the first stage of our long-term
management vision, our first medium-term management

plan, and made a steady progress with our approaches to five
strategic challenges. In domestic business we established our

Cultivating Dialogue Culture

initiative to distribute useful information online, which we

call e-Promotion, among medical personnel as a new mode
for communication. In our Chinese operation we expanded
sales, a result of effort focused on our crude-drugs platform,

Focus on

purposes
and values

Deleloping potential through dialogue with
purposes and values serving as centripetal forces

Purposes and values

serving as
centripetal forces

—
o Quality

3 of

5 action

3 "
=] Quality
& of
> results
§ Quality

2 of

a relationship,

Team-building
Dialogue

Principles
Corporate Purpose

Corporate Value,
Corporate Mission

Sustainability Vision

Long-term Management Vision
TSUMURA VISION"Cho-WA"2031

- 1 Human Resources Aim,
! Organizational Aim

‘ Philosophy promotion ‘

Historical viewpoint

Business viewpoint

he world

Ways of understanding

‘ Ways of understandlng ‘
‘ human beings ‘

uoieAouU| pue uopipel] djoukay diseg

+Dialogue should be initiated by executive officers and be expanded to division heads, section heads and general staff.
+Purposes and values should be harnessed to serve as centripetal forces of dialogue.

+Respect rules of dialogue. Actively incorporate a“mingling” (break-out) method.

+Dialogue enables the sharing of questions, which is a unique practice at Tsumura.

Tsumura’s dialogue theory
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with emphasis on product quality as the starting point for
marketing.

At the same time we have had to address the problem
of limited shipments of prescription Kampo formulations, a
major event. In the spring of 2022 the city of Shanghai was
locked down, which obliged us to suspend operations at our
Shanghai Plant for seventy days. Following our own business
continuity plan (BCP), we set up alternate production in Japan,
and we managed the situation for a while. In the summer,
however, demand for Kampo medicines outstripped our
projections and production pace due to the worldwide spread
of the COVID-19 Omicron variant, adding to a surge in seasonal
prescriptions due to extreme heat. But putting high priority
on the reliable supply of products that have no alternative
prescriptions, we limited shipment of some products. I'd
like to express my sincere apology again for the major
inconvenience this caused to anyone in need of medication,

as well as medical professionals. We will further reinforce our
supply system by expanding production capacity, mainly
with our Tianjin Plant, which awaits government approval for
manufacturing, to begin production and shipment soon.

In the field of treatment research, we made progress
with clinical research in new disorder categories, with the
example of clarifying Goreisan's mechanism for regulating
water metabolism in cases of cardiac failure. Our latest results
of various research on pre-symptomatic disease and Kampo
recently made headlines in a special edition of the illustrious
Gene magazine. It specifically included new biomarkers,
Kampo medicine responder makers, a new frailty-assessment
scale, and KAMPOmics®**, our methodology for approaching
complex Kampo medicine, helping make progress with our
PDS initiative.

*3 Read “Strategic Challenges 2" on page 51.

Building Corporate Value to Enhance Organizational Structure with Urgency and Insight

For the Tsumura Group to make sustainable growth in times
of VUCA**, which make the future more difficult to predict,
urgency and insight are essential. For example, with the
Shanghai lockdown and limited shipments, we discussed
various options, resulting in a mix of success and setback,
following the BCP and handling the situation well in some

areas and succumbing to the overwhelming situation in
other areas. From this series of challenges we gained a fresh
realization of the importance of good decisions by the people
closest to the operation venue. To adapt to this environment
of rapid, substantial change, our ideal is a system that allows
each employee to correctly grasp the implications of a given

Roadmap for achieving the TSUMURA VISION “Cho-WA” 2031

1st stage
FY2022-2024

- Germination -

Standardization of Kanpo
treatment

Personalization of Kampo
treatment

Prescription Kampo business

2nd stage

FY2025-2027
- Growth -

3rd stage
FY2028-2031

/4 q
- Flowering -

50% of physicians writing basic prescriptions
inall treatment areas

N 50% or more of physicians prescribing 10 or
more prescriptions

Personalization of
Kampo treatment /
Scientific study of pre-
symptomatic disease

EE

Research and
development

Develop Social implementation

Traditional Chinese
medicinal products
business

Formulation
platform

China business ATCBE
platform

Research
platform

Crude drug, drug pieces,
and Yakushokudogen **
products

Traditional Chinese
Medicine Research
Center

Establish

Expand sales

Build infrastructure Establish brand
L______________________________________|
Establish brand

L________________________________|
Expand functions

Lead industry development

Develop evidence for traditional
Chinese medicinal products

Expand scope of automation

Smart factory

Shift monitoring & management  Realize smartification of factories

Sales

Production

Sales per MR (yen / MR)
Labor

. Physical labor productivity (box / person)
productivity
Labor costs for the amount of arranged crude

Crude druQS drug (yen/ton)

Productivity doubled
(compared to fiscal 2021)

*5: Chinese dietary philosophy that considers natural foodstuffs as medicines and encourages their intake in balanced combination for positive health effect.




situation, analyze the change, make decisions with keen
insight, and take initiative in involving others in urgent action.
I'will continue practicing the kind of management that
encourages each employee to take initiative.

One of our responsibilities on the management team
is to build up the foundation of corporate value along
with investment decisions to reinforce our organizational
framework, train personnel and grow our business, regardless
of how quickly society may change. Wed like to make it easy
to visualize both financial and pre-financial values, such as
organization and human capital, and our future value that
will result from the three Ps we outlined in our long-term

management vision, and reflect them in our investor relations.

On top of that we will raise the profitability of our business in
Japan and abroad and increase returns to shareholders.

In the spring of 2022 the Tsumura Group established its
ultimate Purpose: “Lively Living for Everyone! One hundred
and thirty years ago our founder aimed to do “meaningful
business that becomes part of the public interest” In our

Purpose we express our desire to support well-being for
everyone, amid the world’s rapid digital revolution, while
honoring the legacy of our founder’s spirit. The Tsumura Group
cannot reliably supply Kampo products to those who need
them on our own, making it essential to work in tandem with
industry organizations and business partners. As part of the
government drug-price revision of April 2023, 40 Tsumura
Group products*® were made eligible for reevaluation as
money-losing products. As the industry leader, the Tsumura
Group, in cooperation with government and industry
organizations, will work to become an example for sustainable
Kampo business from the global standpoint.

Our core markets today are in Japan and China. However,
naturally derived pharmaceuticals have the potential to play
a major role in the health care of people in Southeast Asia as
well. We work to support the well-being of the society at large
by letting the entire world know about traditional Chinese and
Japanese treatments and creating value that contributes to
everyone's well-being.

*4: Volatility, uncertainty, complexity and ambiguity; condition in which predicting the future of society and business is hard because of extremely high variability.
*6: A rule that allows, at the time of drug-price revision, reassessment of prices of certain pharmaceuticals that are facing difficulty continuing production and sales because prices have fallen too far.

CEO Kato giving a lecture and talking with Academy students

Socializing with employees in management posts in China

TSUMURA Integrated Report 2023
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1

Our Value Creation Journey

In 1893, our founder, Jusha Tsumura, began selling
Chujoto, a medicine for women. The Tsumura Group
has worked to popularize and scientifically clarify
prescription Kampo formulations with the aim of
fusing Kampo medicine and Western medicine. The
Group’s journey has been nothing less than a history of
continuous innovation to popularize Kampo medicine
while protecting its traditions. Looking ahead, in
addition to Kampo medicines, the Group will invest
management resources also in traditional Chinese
medicinal products and drug pieces, upholding its social
responsibility as a company that is trusted in China’s
traditional Chinese medicine industry.

Consolidated net sales

Reinstatement of Kampo

Note: The "Accounting Standard for Revenue Recognition”
has been applied since fiscal 2021

1976

Changes in the Kampo value chain

1980

1985

Development of Kampo

1990

Kampo Medicine’s Journey

to Inclusion on the NHI
Drug Price List

(Brown sections are Tsumura's history)

1924

Tsumura Research Institute for
Pharmaceutical Science and Tsumura
Medicinal Plant Garden opened.

1926

Tsumura Research Institute for
Pharmaceutical Science takes
over publication of “The Journal
of Japanese Botany!’

1991

Double-blind testing
performed after
receiving a directive
to reevaluate eight
Kampo formulations.

1874 Meiji government establishes a new
healthcare system, with medical e
licenses only issued for Western K .
medicine (decline of Kampo l
medicine). ?Ha-p# b
(0 LA
1879  Kampo physicians such as Sohaku llar.'-_ 1 o
Asada start the Kampo continuation o~
movement.
1893 Tsumura Juntendo founded.' 1973 1978 1981 1991
Manufacture and sale of Chujoto
medicine for women begin. Purchase of crude Second president Jusha  Direct purchase of crude SHENZHEN TSUMURA
drugs from a“friendly  visits China for the first drugs from Chinese MEDICINE CO, LTD.
trading company” time to negotiate for a state-owned enterprises established as a
designated by the stable supply of raw starts. Long-term crude-drug  supply base of raw
H H Chinese government  material crude drugs. supply contract concluded material crude drugs
CUItlvatlon and starts. with China Souvenirs and in China.
procurement Livestock Company.
[TH 1988
System for direct purchase from a
joint venture company and base
for the procurement of raw
material crude drugs for the
1895 Imperial Diet vetoes a request to Company’s use are established.
continue licensing for Kampo
medicine (proposed revision of the
law). 1964 1983 1999
, . Shizuoka Plant newly Ibaraki Plant newly established and the Heavy metal testing
1916 fTheéoZmal of Japanese Botany established. research laboratory relocated to the site. method established.
ounded. —
1919 Meguro Plant constructed (for
manufacturing Chujoto).
Manufacture
1924 Tsumura Research Institute for
Pharmaceutical Science and Tsumura
Medicinal Plant Garden opened.
1936  TsumuraJuntendo, Inc. established.
1950 Japan Society for Oriental Medicine
established.
1957 Chujoto Building Clinic opened. 1893 1976 1987 1996
Manufacture and sale Total of 33 Tsumura Further additions to Media reports side
1959 “Kampo Tomonokai’ launched. of Chujoto medicine prescription Kampo the NHI drug price list effect of interstitial
for women begin. formulations added tothe  bring the number to pneumonia caused by
1960  Herbal medicines listed in the Sale, education NHI drug price list. 129. Shosaikoto.
Japanese Pharmacopoeia included in ’ !
the NHI drug price list. and 1974 1991 1997
H H Sale of prescription Sales of prescription MR*! certification
1974 Sale of prescription Kampo pOPUIanzatlon Kampo formulations Kampo formulations system introduced.
formulations begins. begins. surpass 100 billion
yen. 1999
1976 Total of 33 Tsumura prescription Kampo medical

Kampo formulations added to the
National Health Insurance (NHI) drug
price list (reinstatement of Kampo
medicine).

*1 Medical Representatives

seminars begin.

*2 Good Agricultural and Collection Practice: A guideline for good agricultural practice of plants for
medicinal use formulated by the WHO and others, detailing aspects from cultivation to shipment.



1995

2000

2005

2010

2015

Entry into the China business
(Capital and business alliance with )
Ping An Insurance (Group) Company)/

(billion yen)
150

100

| N . 50
Promoting and raising awareness of Kampo medicine

\
\

2022 (Fiscal year)

Foundation for value creation

2001

TSUMURA USA, INC.
established as a
pharmaceutical
development base in the
United States.

2004

R&D policy changed to
specialize in Kampo
medicine and crude
drugs.

Drug-fostering
program advanced by
establishing evidence
of efficacy of Kampo

2005

Investigational new
drug (IND) approval for
Daikenchuto obtained
from the Food and Drug
Administration (FDA) in
the United States and
clinical testing (TU-100)
started.

2016

“Growing" formulations
set for Kampo
formulations.

100th anniversary of
“The Journal of
Japanese Botany!’

2017

TU-100 phase Il clinical
trials completed, and
focus on postoperative
ileus (POI) as an
indication announced.

Kampo treatment
standardized through
accumulation of
evidence

Multi-component

formulations. 2018 Kampo formulation
sSTOZ . ;rademayrkregws»teged for research method
orum set up to sumura’s proprietary .

establish clinical evidence research package established
for Daikenchuto. (KAMPOmIcs®).

2007 2010 2011 2012 2015

Operation of Formulation and start of Memorandum of Expansion of cultivated Letter of Intent

crude-drug traceability implementation of Tsumura  Understanding land under our concluded for joint Tsumura GACP*?

system starts.

2009
YUBARITSUMURA & CO,

GACP for crude drugs.
LAOTSUMURA CO, LTD.
established as a base for the
cultivation, procurement,
preparation and processing,

concluded with the
Baishan City
Government in China
for joint research on
crude drugs as raw

management to stabilize
procurement prices of

crude drugs as raw material.

2014

research with Hong
Kong Baptist
University.

2019

structure established

System for stable

LTD. established as a base :?c:?aggeao?draeconcweaigi el e, Joint research Capital and business procurement of raw
for the cultivation, ) crude drugs in Laos. agreement ;onc\uded alliance agree_menjt ) material crude drugs
procurement, preparation . with the China concluded with Tianjin A

and processing, sorting Academy of Chinese China Medico Technology established

and processing, and Medical Sciences on Co,, Ltd. (currently Ping An

storage of raw material sojutsu (Atractylodes Tsumura Medicine Co,,

crude drugs in Hokkaido. lancea rhizome). Ltd.)

2001 2005 2013 2018 2020

SHANGHAITSUMURA Container exchange and West Japan and East TIANJIN TSUMURA Robot technology

PHARMACEUTICALS CO,, conveyor robot introduced  Japan Distribution PHARMACEUTICALS CO.,, deployed in all

LTD. established as a (realized reduced-labor Centers completed. LTD. established as a manufacturing processes H

manufacturing base for Quallty CRRUIEEE

manufacturing and 24-hour

manufacturing base for

of the No. 3 SD Building

gxtract po_wder operation through the extract powder in China. at the Ibaraki Plant. 5y5tem for all lots
ﬁmt&rmedmte product) utilization of robotics). i
n na. i
2007 oo 2023 Automation of all
e Industrial robot Tsumura enters capital and processes
receives excellence business alliance with Robit Inc.
award at The Robot - to realize early automation of
2 Award 2007. raw material crude drug
selection and manufacturing
processes.
2001 2004 2007 2019 2020
Kampo medical Kampo medicine Sponsorship of Application of the Project to establish Education and
symposium held. education dementia forums “Guidelines for presence in the area

implemented at all
university medical
departments and
medical colleges
nationwide.

begins.
i

'

Provision of Sales
Information on
Prescription Drugs”
begins.

E-promotions such as
Mega Web Seminars
begin.

of cardiovascular
diseases begins.

popularization of
Kampo medicine

* Proposal of therapies

that combine Kampo
medicine and Western
medicine
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Value Creation Story

TSUMURA GROUP DNA Pyramid

Principles —

Corporate
Purpose

f The Best of Nature and Science
Corporate Value

j therapeutic power of the combination of
Corporate Mission Kampo medicine and Western medicine.

J Living with nature for tomorrow.
Sustainability Vision

Creating a Future of “Cho-WA”

PDS| i :
Long-term Management Vision / Personalized pro-symptomatic | Potential-Abilties

TSUMURA VISION “Cho-WA” 2031

In the Spirit of Nature’s Laws

aj0ukay oiseg

Lively Living for Everyone

To contribute to the unparalleled medical

—
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Health Care Disease and Science Development

Tsumura’s Decision Criteria

The environment surrounding the pharmaceutical industry
is constantly changing. By contrast, the Tsumura Group's
Principles,“In the Spirit of Nature's Laws,”have been unchanged
since the Group's founding. The reference to nature’s laws is
from the ancient Chinese classic, the | Ching, and means that
one should “Obey the will of heaven”We interpret "heaven”to
refer to nature in the broadest sense, and consider it important
to strive to conduct business correctly in accordance with
the principles of nature. Tsumura's point of origin was the
commercialization of a medicine for women called “Chujoto,’
which was designed to meet the needs of women, who had
limited access to healthcare during the Meiji Era of the late
19th century and early 20th century. Since its foundation, the
Company has been dedicated to growth that brings benefits
to the public by helping to create a lively society through a
well-balanced state of mind and body or well-being, of each
individual.

In April 2022, the Group renewed its philosophical
system, the TSUMURA GROUP DNA Pyramid. Looking ahead
to healthcare some 50 to 100 years in the future, the Group

"

formulated its Corporate Purpose as “Lively Living for Everyone,

a social mission that links back to the origin of its foundation,
and this is positioned in the upper part of the pyramid
together with “In the Spirit of Nature's Laws” In addition, the
Group's Corporate Value, “The Best of Nature and Science,’
and its Corporate Mission, are positioned in the middle

of the pyramid, where they form the basis of the Group’s
management practices. At the same time, the Tsumura Group
formulated its Sustainability Vision, “Living with nature for
tomorrow,"and its ten-year Long-Term Management Vision,
“TSUMURA VISION ‘Cho-WA'2031."We are committed to
continuous innovation while upholding our 130-year tradition,
aiming to be a corporate Group that can realize a future in
which individuals and society enjoy mental and physical well-
being, and where individuals and society are in “Cho-WA" (a
well-balanced state).

Through our daily operations, as we make various
decisions based on the above Principles, Corporate Purpose,
Corporate Philosophy, and Visions, we strive to create social
value such as the expansion of access to healthcare and the
extension of healthy life spans.

CI Please see our corporate website for details. “Corporate Purpose, Corporate Value, Corporate Mission and Vision” https://www.tsumura.co.jp/english/corporate/policy/index.html



Value Creation Cycle Approach to Increasing Corporate Value

To create social value through the Tsumura Group's products

and services, we place organization capital® at the center

of management, based on our philosophy. We harness this

organization capital to increase centripetal force, aiming to realize

our Sustainability Vision and Long-Term Management Vision as

‘* the autonomous activities of our employees accumulate to form a

’ --- great centrifugal force.

- Furthermore, we nurture human resources who can reflect
our Visions and Corporate Philosophy in their daily activities

and make appropriate decisions, creating a cooperative and

collaborative organization in an effort to generate a virtuous cycle
for all of the capitals. Our approach to this is to engage in activities

Centrifugal force

We will achieve upward spirals by continuing to run the value creation
cycles based on the seven types of capital.

Corporate

TP Centripetal
Mission f P that promote understanding of our philosophy, such as having
Corporate @lid=

dialogues focused on the purpose of work and creation of value.
Through these activities, we maintain an organizational culture
that encourages the expression of employees'latent potential,
while aiming to be a pioneering corporate group opening up new
pathways in a Kampo and traditional Chinese medicine business
that is unique in the world.

Value

Achievement of
Corporate the Visions

Purpose Sustainability Vision

Long-Term
Management Vision

Principles

*The International Integrated Reporting Council’s “International Integrated Reporting Framework”
presents six capitals as a concept for examining an organization’s approach to inherent value
creation. To these, the Tsumura Group has added “organization capital”as a seventh capital.

This capital is our own original concept. Just as Kampo medicines are composed of a
combination of several crude drugs, we aim to create an organization that brings together
many people with unique capabilities and individuality in a well-balanced state to create our
ideal social value.

4._____________________________________

A Kampo medicine-inspired organization, in
which new value is created through the
well-balanced collaboration of willing workers
striving to fulfill their potential

— Each employee is motivated to
energetically engage in their work. As a result,
their full potential is realized.

A source of new value and profits/centripetal force
— Philosophy-based management and vision-based
management are promoted in line with the Corporate Purpose.

Capital emerging as a result of capital

types 1to6
7.F in a nCia | —Profits obtained are reinvested in
2. Human Capital capital respective capitals.

Human assets/potential Funding/
business partnerships

Contribution to diseases
that are difficult to treat
with Western medicine

— Kampo formulations
are delivered to customers
at a drugstore or pharmacy

6. Social and via pharmaceutical
relationship agencies and medical

institutions, causing a
(o] plta | positive change in society.

Know-how and intellectual
property pertaining to Kampo
and crude drugs, which have
been accumulated since the
Company's founding

— Various knowledge related
to Kampo medicines and

crude drug businesses is 3. Intel I.eCtuaI
accumulated and digitalized. (o] pltal

Intellectual property/
know-how Shared value/brands

Cultivation research and

environmental preservation measures 5. Manufacturin g Supplying high-quality Kampo
aimed at protecting the natural 4. Natura I it I formulations in a stable manner by
environment in crude drug ca pital SaiRE leveraging Tsumura's proprietary
production areas Production equipment/ manufacturing technology

Nat.ural resources/ production technology —> Safe and reliable Kampo formulations

circular model are steadily supplied thanks to the
Group's proprietary production
technology and system.

— Tsumura values the natural
environment more than any other
company, and we have established a
sustainable system based on our belief
that the quality of Kampo products
depends on the plants growing in the

fields. '.. Fostering a culture of discussion

TSUMURA Integrated Report 2023
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Process for Value Creation

Fiscal 2022 results

ﬁ 1. Organization capital

@ Organization mechanism analogous to Kampo medicines
@ 130 thanniversary of founding
@ Corporate philosophy survey: 4.06 pt

096 2.Human capital
({ T

@ Number of employees (consolidated): 4,032
@ Education expense per person (parent): ¥ 26 thousand
@ Percentage of employees with disabilities: 2.58%

Q 3. Intellectual capital

@ RRD expenses: ¥ 7,594 million

@ Raw Materials for Crude Drug Traceability System based on Tsumura
GACP

@ Tsumura Quality Management System to ensure the uniform quality of
Kampo formulations

@ Tsumura's proprietary research package (KAMPOmics®)

‘*‘ 4. Natural capital

@ Energy used: 2,063 1)

@ Water used: 2,064,946t
Water recycling rate (Ibaraki, Shizuoka and Shanghai): 56.0 % on average

@ Percentage of industrial waste recycled: 99.9 % (Parent)

@ Countries supplying raw material crude drugs: China approx. 90 % ; Japan,
Laos and others approx. 10 %

@ Percentage of cultivated land under the Group's own management: 78 %

n 5. Manufacturing capital

@ Selection and processing, quality management: 2 sites in Japan, 2 sites in

China
@ Manufacturing plants: 2 sites in Japan, 2 sites in China
@ Research centers: 1 site in Japan, 1 site in China

@ Capital expenditure:¥ 11,172 million

@ 6. Social and relationship capital

@ Percentage of physicians prescribing 10 or more Kampo prescriptions: 32% (approx.

100,000 physicians)

@ Kampo medicine education being implemented at all university medical

departments and medical colleges

@ Number of consultations at customer consultation desk: 41,534

7. Financial capital

@ Net sales: ¥ 140,043 million

@ Operating profit: ¥ 20,9716 million

@ Free cash flow: ¥ 959 million

@ Total assets: ¥ 396,813 million

@ Shareholders equity: ¥ 252,046 million

Important issues in
business activities

Invested
capital

ﬁ Organization with
7 shared values

Utilization of
capabilities by
diverse human resources

Sustainable procurement
of raw materials

(research on cultivation of
crude drugs, etc.)

Highly ethical
human resources

Recycling use of resources

y (recycling of water and crude
R&D capability drug residue)
for multi-component
formulations derived

from natural substances

g Accumulation of

scientific evidence

Preservation of biodiversity
(restoration of forests,
soil, water sources)

Climate change
countermeasures
(realize carbon
neutrality)
Expansion of access

to high quality
pharmaceuticals and
products derived

from natural substances

capital

Securing the necessary
amount of raw material

crude drugs Expansion of the
standardization of
Kampo treatments and

building of evidence

3. Intellectual
Preservation of capital
the environment and

biodiversity
cutting-edge technology

Sustainable Kampo
value chain

Contribution to health
suitable for each
individual’s life stage
(treatment, pre-symptomatic
disease, healthcare (prevention))

4. Natural
capital
Manufacturing facilities and
n technologies that support
quality control and stable supply:

Strengthening and enhancement
of corporate governance

Utilization of diverse
human resources

Popularization of

Cultivation of a corporate
Kampo treatment P

culture that draws out
potential abilities
through dialogue

Trust relationships
with stakeholders

Reinvestment and allocation
for sustainable growth

. Nature
@ Health

. Reinforcement of business foundations



Impact on society

Preservation of the diversity
(ecosystem, varieties, genes) of
crude drugs

Conservation of water
resources and recycling of
waste

Maintenance of a rich

Expansion of forests’ :
natural environment

function to recharge water
sources

Creation of new

value through

pharmaceuticals

. Financial and products
capital derived from

natural

substances
6. IS‘:Fia' 71’)" Sustainable,
relationship stable supply of

capital 4
pharmaceutical
products such as Expansion of treatment

Kampo options through the

formulations, which combination of Kampo
n are traditional medicine and Western

pharmaceuticals medicine

Formation of sustainable

crude drug production
areas “‘

1. Organization
capital

5. Manufacturing
capital

Expansion of
standardization of Kampo g
treatments

Realization of a society of
healthy longevity @

Contribution to
personalized treatments

Realization of products and
services suited to
individuals’ life stages

contributing to the
tinuously enhancing
pup. Through business
d of society, we aim to expand
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The Tsumura Group's CSV

The Tsumura Group is engaged in business reforms that will expand the value of pharmaceuticals and products derived from natural
substances, aiming to create a diverse society and realize a future where each individual can reach their potential. Our efforts are
guided by our founding spirit, a focus on the future, and our Corporate Purpose, “Lively Living for Everyone," which shapes the Business
Commitment that we aim to ultimately accomplish. The Group has grown through the scientific study of Nature's wisdom, and

we therefore consider efforts on creating shared value (CSV) based on a sustainable society and natural environment as the key to
enhancing our competitive advantages and contributing to increased corporate value.

Creation of shared value with society

Science

Creation of new value through pharmaceuticals and
products derived from natural substances

In TSUMURA VISION “Cho-WA" 2031, we aim to contribute to people’s health
and create a future of a well-balanced state between mind and body,

and between individuals and society, by providing new value through
pharmaceuticals and products derived from natural substances to suit
individuals'life stages, in the treatment, pre-symptomatic disease, and
healthcare (prevention) domains.

Pharmaceuticals Derived from Natural Substances
Kampo formulations are pharmaceuticals derived from natural substances.
They are multi-component formulations with several thousand types of low-
content components, composed of multiple crude drugs. Unlike synthetic
drugs, Kampo formulations have indications for multiple symptoms, rather
than a disease name. The Company is working to elucidate mechanisms of
action and build evidence for new disease symptoms.

Products Made from Yakushokudogen Crude Drugs
Some of the crude drugs used as raw materials for medicine can also be
used as ingredients for food. We will develop health food and functional food
products using these ingredients (Yakushokudogen products) to contribute to
maintaining and promoting health in the healthcare (prevention) domain.

Sustainable, stable supply of pharmaceutical
products such as Kampo formulations, which are
traditional pharmaceuticals

Kampo medicine is Japan's traditional medicine, developed uniquely to
suit Japan's culture and climate, as well as the constitution of Japanese
people, for over 1,400 years. To pass it on to future generations, we

will carry out our Corporate Mission, “to contribute to the unparalleled
medical therapeutic power of the combination of Kampo medicine
and Western medicine!” We will provide a stable supply of Kampo
formulations based on scientific evidence, pursuing safety, efficacy, and
consistency.

Building a Stable Procurement System
for Raw Material Crude Drugs

Kampo medicines use over 100 types of crude drug, such as plants, and they
have various cultivation periods ranging from one year to over 10 years. Since
crude drugs are affected by climate and soil, we select appropriate areas,
such as natural habitats, and work with skilled producers through crude drug
cultivation contracts to ensure reliability, safety, and high quality, in order to
carry out systematic, stable procurement.

Pursuit of Safety, Efficacy, and Consistency

By pursuing the safety, efficacy, and consistency of pharmaceutical products
based on scientific evidence, we have grown to become a leading company
in prescription Kampo formulations. Our credibility and track record built up in
the front lines of medicine and our research capabilities backed by advanced
technologies are the source of Tsumura's competitive strength.

Nature

Health

Materiality

Sustainable procurement of raw materials
(research on cultivation of crude drugs, etc.)

Recycling use of resources
(recycling of water and crude drug residue)

Preservation of biodiversity
(restoration of forests, soil, water sources)

Climate change countermeasures
(realization of carbon neutrality)

Expansion of access to high-quality
pharmaceuticals and products derived
from natural substances

Expansion of the standardization
of Kampo treatments and building
of evidence

Initiatives for personalized Kampo
treatments through cutting-edge
technology

Contribution to health suitable

for each individual’s life stage
(treatment, pre-symptomatic disease,
healthcare (prevention))




To enable the creation of long-term shared value with all of our stakeholders, we have organized the Tsumura Group’s CSV based
on our Corporate Purpose, and identified it as our materiality (priority issues) *. As the result of our business activities, we seek to carry
out“Creation of new value through pharmaceuticals and products derived from natural substances”and “Sustainable, stable supply of
pharmaceutical products such as Kampo formulations, which are traditional pharmaceuticals, at a high level. To achieve this, we have
established a strategic, future-oriented approach, and we will further refine our unique strengths while responding to changes in the

business environment.

*Please see page 19 “Sustainability” for details.

Strategic approach

Current strengths

Risks and responses

Reference page

® Continuous contract cultivation
based on the Tsumura Procurement
Policy

@ Percentage of cultivated land under
the Group’s own management
maintained at approx. 80%

© Sustainable crude drug cultivation
that can adapt to the environment

@ Establishment of Tsumura GACP system

@ Stabilization of quality, volume and prices of crude
drugs by making use of cultivated land under
Tsumura’s own management

© Development of multiple production areas and
production countries (China, Japan, Laos, etc.)

© Research on crude drug cultivation to adapt to the
environment

@ Realization of a recycling society,
including effective use of all crude
drug residues as raw material for
compost and soil improvers

® Use of recycled water and steam

© Recycling of crude drug residue (biomass power
generation fuel, raw material for compost/soil
improver)

© Preservation of diversity

@ Research on preservation and cultivation of crude
drug seedlings

@ Procurement risk due to unforeseen weather
conditions, natural disasters, etc, changes in the
scope of legal restrictions on imports and exports,
or unexpected changes in political and economic
conditions

=) Securing of sufficient inventory volume; expansion
of range of suppliers of crude drugs domestically
and overseas; continued expansion of cultivated
land under own management; establishment of
purchasing structure involving multiple suppliers

@ Risk of large fluctuations in the exchange rate relevant
to the import of raw material crude drugs and Kampo
powdered extract from China

=) Stabilization of costs through tools such as
forward exchange contracts while taking into
account exchange rate trends

= P25
Main measures

= P29

“The Best of Nature and
Science’-Tsumura’s
Value Creation

(ecosystems, varieties, genes) @ Planting of Amur cork tree, a medicinal plant ® Risk of occurrence of problems with product quality or | Capability
@ Expansion of forests’ function to (Yubari City, Hokkaido Pret"ecture) safety
recharge water sources in which ®Tree plantin'g activities at Tosa Tsumura Forest (Ochi = Thorough management of raw material crude
fallen leaves turn into humus Town, Takaoka District, Kochi Prefecture) drugs in accordance with the Regulations on the
! ! Tsumura GACP Policy
[ J Ir]creasg in watgr and energy @ Risk of loss of production and distribution functions
.CII’CU|atIOI.'\ efficiency through @ Introduction of energy-saving technology due to natural disasters, fires, power outages, etc.
|ntroduct|9n of energy-saving @ Cultivation of tree-type crude drugs over a large = Decentralization of manufacturing and product
technolt?gles area supply bases; introduction of seismic isolation and
© Absorption of CO2 through earthquake-resistant structures for production
cultivation of tree-type crude drugs facilities
@ Supporting long-term Kampo medicine education
Ier;(:Cer:?e?\Icf:(; i:;‘i:;:;g;mee physicians and @ Risks related to administrative developments such as
. . . " A L . government policies to curb healthcare spending
@ Lifestyle involving daily use @ Prescription of Kampo formulations in a wide range = Nurturing understanding of the value of Kampo = P49

of Kampo formulations and
Yakushokudogen products

of hospital departments

@ Track record of supplying to the largest medical
institutions and pharmacies in the industry

@ Superior raw material crude drugs in the Chinese
market (ginseng)

@ Kampo value chain reform due to
promotion of DX

@ Whole-lot quality assurance system

@ Computer control in accordance with formulation
design for each Kampo formulation

@ Development and introduction of robot
technology for all manufacturing processes

@ Expansion of the standardization
of Kampo treatments based on
evidence

@ Contribution to realizing a society
of healthy longevity

@ Provision of value suited to each
individual’s life stage

@ Contribution to popularization
of pre-symptomatic disease
treatment through scientific study
of pre-symptomatic diseases

@ Increase in number of listings and level of
recommendation in treatment guidelines

@ Finding scientific basis for "patterns," unique
diagnosis performed in Kampo medicine

@ Responder marker research based on KAMPOmiics®,
development of Al Kampo diagnosis support
system, scientific elucidation of pre-symptomatic
disease

@ Cooperation framework with research institutes
and partner companies

formulations; cooperation with industry bodies
and recommendations to relevant ministries and
agencies

@ Risk of tighter domestic/overseas regulations
concerning the development and manufacture of
pharmaceutical products

=) Establishment of evidence of efficacy of
prescription Kampo formulations; activities to
raise profile of prescription Kampo formulations

@ Risk of unexpected side effects

=» Promoting proper use of products by promptly
and appropriately collecting safety information on
products and strengthening the dissemination of
information on adverse drug reactions

@ Risk of being unable to achieve growth or maintain/
improve performance in the future

=) Periodic verification of feasibility (return on
investment and business feasibility assessment) of
R&D plans in Japan and overseas

=) Expansion of business target areas in Japan
(beyond the medical-use domain to include the
total healthcare domain)

@ Risk of occurrence of problems with product quality or
safety

= Compliance with the quality control standards
in the country or region; promotion of initiatives
for quality of all products, including not only
those manufactured in-house but also those
manufactured by CMOs

Strategic Challenge 1

= P29

“The Best of Nature and
Science’-Tsumura’s
Value Creation
Capability

= P57

Strategic Challenge 4

= P51
Strategic Challenge 2

= P3
Purpose Driven Value
Creation
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Sustainability

Sustainability Vision and Materiality

For the Tsumura Group, sustainability management is none
other than the embodiment of our Sustainability Vision.

Since we are promoting a business that uses crude drugs,
which are substances provided by nature, and leading it into
the future, we need to be extremely sensitive to changes in
the natural environment as well as any potential crises it may
face. Our commitment to making fullest use of the gifts of
nature and continuing to contribute to human health and
medicine is embedded in our Sustainability Vision, “Living with
nature for tomorrow!” Throughout the Kampo value chain, we
aim to realize sustainability for people, society, and the global
environment. We will work to realize a recycling society in our
own way, by ensuring that all resources, not only crude drugs
but also water and air, are returned to nature.

As we strive to achieve our Business Commitment,
“Lively Living for Everyone,”we are incorporating the Group's
Sustainability Vision, which upholds our Corporate Value,

"The Best of Nature and Science,"into our concrete activities
through our Long-Term Management Vision.

The Long-Term Management Vision, TSUMURA VISION

Sustainability Vision

The Tsumura Group’s New Materiality

"Cho-WA"2031, takes the theme of “Cho-WA: Creating a Future
in a Well-Balanced State,and aims to create a future that
achieves “Cho-WA" (a well-balanced state) between mind and
body, between individuals and society, and between Kampo
medicine and Western medicine through the three Ps.

Revision of Materiality

In September 2023, the Group redefined its priority issues
(materiality) based on its Corporate Purpose, in order to
contribute to solving global issues through its business
activities and realize an increase in its corporate value.

This review involved changing from the previous bottom-
up formulation process to a top-down process based on
the commitment of the CEO. The objective in doing so is to
communicate our social and economic value creation story
in a clear way both inside and outside the Company. Looking
ahead, we will promote dialogue and co-creation with our
stakeholders by promoting information disclosure based on
materiality.

Living with nature for tomorrow.

The Tsumura Group's materiality (priority issues) refers to its initiatives for business to embody its Corporate Purpose, “Lively Living for Everyone,’
and its Corporate Value, “The Best of Nature and Science! All values related to nature and health that are created by the Tsumura Group's

business lead to the creation of shared value with society.

Creation of shared value with society

Creation of new value through pharmaceuticals and
products derived from natural substances

Sustainable, stable supply of pharmaceutical products such as
Kampo formulations, which are traditional pharmaceuticals

Materiality (Priority issues)

@Sustainable procurement of raw materials (research on cultivation of
crude drugs, etc.)

@®Recycling use of resources (recycling of water and crude drug residue)

@Preservation of biodiversity (restoration of forests, soil, water sources)

@Climate change countermeasures (realization of carbon neutrality)

@Expansion of access to high-quality pharmaceuticals and products
derived from natural substances

@Expansion of the standardization of Kampo treatments and building
of evidence

@Initiatives for personalized Kampo treatments through cutting-edge
technology

@Contribution to health suitable for each individual’s life stage
(treatment, pre-symptomatic disease, healthcare (prevention))

Reinforcement of business foundations

@Strengthening and enhancement of corporate governance

@ Utilization of diverse human resources

@Cultivation of a corporate culture that draws out potential abilities through dialogue



Process for Formulation of New Materiality

(1) Organize the connection
between the Tsumura Group's three

levers in CSV* and its Long-Term
Management Vision based on its
Corporate Purpose.

(2) From the Corporate Purpose
and Corporate Value, organize
the “Creation of Shared Value
with Society” that the Tsumura
Group should aim for.

Identify the elements organized
in (1) and (2) as materiality

(priority issues) along the
direction and timeline of the
Sustainability Vision.

*Three methods (levers) for realizing CSV (Creating Shared Value) advocated by management scholar Michael Porter. (1) Creation of next-generation products and services, (2) Improvement of productivity

across the entire value chain, and (3) Building local ecosystems)

Sustainability Promotion Syste

We recognize that response to issues related to sustainability,

such as consideration for global environmental issues like climate
change and respect for human rights, are important management
priorities. The Sustainability Committee is under the supervision

of the Board of Directors. The committee examines and monitors
the Company’s overall direction and activities in order to see

that these issues are reflected in concrete strategies. In addition,

Committee Chair (Co-COO Sugii) as part of efforts to enhance the
effectiveness of sustainability activities. We will strive to ensure
such effectiveness by responding flexibly to changes in the social
environment and the requirements of the times.

Main Discussion Items of the Sustainability Committee
(Fiscal 2022)

five subcommittees have been formed under the Committee,

} ) B o « Discussion and approval of TCFD disclosure proposal
with each one responsible for organizing cross-organizational

+ Formulation of Sustainability Charter
discussions on knowledge, experience and research findings U

) o ) ) ) « Progress report on medium- to long-term environmental
collected from various divisions in accordance with the medium- targgets P 9

to long-term environmental goals and other targets. Furthermore, - Discussion on materiality renewal, report on support for
to stimulate more active discussion, reqular opportunities are each initiative, CDP results report, report on community
contribution activities, etc.

provided to report the results of each subcommittee to the

‘ Board of Direct

Give directions/Supervise Give directions/Supervise

VI
Al

Report

v v

Organization and Human

Information Disclosure

Risk Management

Sustainability Committee Compliance Committee

Committee

Capital Policy Committee Committee

2100l 0 [ei0) 1 i<l -1 ¢=s B8 Assigned divisions: Production Division, Crude Drug Division, Reliability Assurance Division, etc.
PRy Number of meetings: 3 per year*
Decarbomz.atlon Key Goal Indicator (KGI): GHG emissions reduced by 50% from fiscal 2020 levels by fiscal 2030, net zero by fiscal 2050
Subcommittee Main discussion items: Consideration of initiatives to reduce greenhouse gas emissions centered on production sites

Assigned divisions: General Affairs Department, Sales Management Department, etc.

Number of meetings: 3 per year*

KGI : GHG emissions reduced by 50% vs fiscal 2020 levels by fiscal 2030, net zero by fiscal 2050

Main discussion items: Consideration of initiatives to reduce greenhouse gas emissions at branches and sales offices

Office-related
Decarbonization
Subcommittee

Assigned divisions: Production Division, Reliability Assurance Division, Healthcare Division, Prescription Pharmaceutical Sales

Zero Plastic Waste [eAGuTCau.
. Number of meetings: 3 per year*
Subcommittee Main discussion items: Consideration of plans for switching to environmentally friendly containers and packaging materials,

proposal of implementation plans, etc.

Assigned divisions: Crude Drug Division, Production Division, etc.

Number of meetings: 4 per year*

KGI: Improved mutual understanding with suppliers and crude-drug procurement effectiveness based on procurement policy
Main discussion items: Consideration of initiatives for sustainable crude drug procurement

Sustainable
Procurement
Subcommittee

. Assigned divisions: Production Division, Kampo Research and Development Division, Crude Drug Division, etc.
Crude Drug SESTIER Number of meetings: 3 per year*

Subcommittee KGI: Per-unit industrial waste discharge reduced by 50% from fiscal 2020 levels (parent) by fiscal 2024
Main discussion items: Consideration of initiatives for the recycling of crude drug residue at each plant

* Fiscal 2022 result
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Materiality and Management Strategy KGls/KPIs

Materiality

Sustainable procurement of raw materials
(research on cultivation of crude drugs, etc.)

Recycling use of resources
(recycling of water and crude drug residue)

Nature

Preservation of biodiversity
(restoration of forests, soil, water sources)

First medium-term management plan strategic challenges

1 Continuously expanding the Kampo market by providing
Kampo solutions that match the needs of each and every
physician

Climate change countermeasures
(realization of carbon neutrality)

2 Using KAMPOmics to build evidence on Kampo and promote
the scientific study of pre-symptomatic diseases

Expansion of access to high-quality pharmaceuticals and
products derived from natural substances

3 Expanding sales of crude drugs and drug pieces in China
and entering the traditional Chinese medicinal products
business

Expansion of the standardization of Kampo treatments
and building of evidence

4 Innovating the IT platform and crude drug selection,
and promoting the implementation of Al and automation
toward reforming the Kampo value chain

Health

Initiatives for personalized Kampo treatments through
cutting-edge technology

Contribution to health suitable for each individual’s life
stage (treatment, pre-symptomatic disease, healthcare
(prevention))

5 Creating value through organization and human capital
and promoting reform to boost job satisfaction

Strengthening and enhancement of corporate governance

Reinforcement

of business Utilization of diverse human resources
foundations

Cultivation of a corporate culture that draws out potential
abilities through dialogue

Initiatives for the achievement of the Sustainability Vision
(medium- to long-term environmental targets)

Sustainability Targets 2031

Target 2031 } 1st medium-term

Key initiative themes FY2022-FY2024

Reduce GHG
emissions by 50%

Convert to eco-

friendly packaging

Recycle water

and waste Crude drug resi

Establish methods
processing

2nd medium-term
management plan } management plan

FY2025-FY2027

Introduce solar power -

Switch to renewable energy

management plan >

Partial substitution Portion of packagin
Switch to plant-based or recyclabl

Promote recycli

3rd medium-term

FY2028-FY2031

new fuels

Use new materials
M Switch to mono-materials
H Promote deplasticization

P te water resource
Promote the use of recycle_ conservation

High value-added use

M Fuel, raw materials

W Conversion to feed, etc.



Indicators (KGIs/KPIs of each organization)

Domestic business net sales

Fiscal 2022 result Fiscal 2024 target values

124,698 million yen Net sales CAGR 5% (fiscal 2022-2024)

Percentage of physicians prescribing 10 or more prescription Kampo formulations 32% 50% or more
Number of universities teaching four or more courses in Kampo medicine 78 universities 82 universities
Number of medical website users Not disclosed Not disclosed
Number of detailing impacts 4.77 million 5.7 million
Number of treatment guideline listings for Kampo formulations (Type B and above) 9 130

Progress in development of TU-100 in the United States

Currently in latter stage phase Il clinical trial -

China business net sales 15.3 billion yen Net sales CAGR 30% (fiscal 2022-2024)
M&A of a traditional Chinese medicinal products company In negotiation with multiple companies M&A complete
Annual production plan achievement rate Not disclosed Not disclosed
Labor productivity in factories (compared to fiscal 2021) 102% 120%
Average score of the Corporate Philosophy survey (5-point scale) 4.06 points Maintain 4.00 points or higher

Progress rate on acquisition of Outstanding Employers Promoting Health and Productivity Management certification Preparing for acquisition Acquisition
Percentage of female recruitment 44% 50%
Percentage of mid-career hires 55% 40%

Employee engagementy/satisfaction (5-point scale) 3.58 points 3.90 points

Efficacy of crude drug procurement based on the “Tsumura Procurement Policy”

Start of implementation of Tsumura Procurement Policy  Veerification with production groups 50% completed

Reduction in number of wild crude drug items used (compared to fiscal 2020)*'

Elimination of one item Elimination of one or more items

Reduce the usage of plastics (compared to fiscal 2020)*? - -10%
GHG emissions (compared to fiscal 2020)** +12.9% -3%

Per-unit energy consumption (YoY)** -4.8% -1%

Per-unit water intake (compared to fiscal 2020)** +6% -10%
Per-unit industrial waste discharge (compared to fiscal 2020)* = -50%

*1: Fiscal 2020 result: 34 items  *2: Fiscal 2020 result: 3,037t *3: Fiscal 2020 result: 96,487 t = *4: Fiscal 2021 result: 154 GJ/t  *5: Fiscal 2020 result: 113.01 t/t  *6: Fiscal 2020 result: 1.76 t/t

Initiatives to Solve Social Issues

#0neMoreChoice Project

Aiming for a healthy society where everyone can live
comfortably and without having to endure ailments, Tsumura
has been promoting the #OneMoreChoice project since 2021.
We are working to solve issues based on our own survey,
and have promoted the messages, “80% of women hide that
they are enduring pain*”"and “Let’s start by knowing the
difference!Based on these, we have received many messages
of support from consumers, mainly through social media.
Internally, we also implemented #OneMoreChoice Action
in April 2022, aiming to be a company free from hidden
endurance. We are also promoting initiatives such as changing
the leave system to resolve employees’health issues.
The knowledge acquired through these activities
has been developed into #OneMoreChoice Training, to

*7: Hidden endurance refers to engaging in work or housework while enduring physical or
mental illness. It is a registered trademark of TSUMURA & CO.

*8: As of July 2023 *9: Carellege is a portmanteau of Care and College created by the Company.

leverage our achievement of a company free from hidden
endurance. We began providing this training free of charge
in September 2022. The Company’s employees have acted
as visiting lecturers at companies, groups, universities, and
other organizations 16 times*® so far to provide the training.
From April 2023, we received support from four universities
to start Carellege Action,* an initiative that aims to create
environments where university students do not have to hide
that they are enduring pain. We have also started providing
opportunities for free health consultation with experts.
Going forward, we will expand this project in
coordination with companies, universities, and other
organizations,
working to solve J{ —
social issues and y
realize a healthy
society.

EIT IR N
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Risk Management

Risk Management Systems

The Tsumura Group recognizes that appropriately performing risk manages significant risks. Furthermore, in addition to performing
management is one of the most important issues in management, management according to the nature of each risk after
and endeavors to provide a management system headed by categorizing and defining risks in line with the Risk Management
the Board of Directors. Pursuant to the Companies Act, the Regulations, the committee evaluates reports and proposals
Board of Directors establishes the systems required for ensuring from each department responsible for risk management, and
the appropriate execution of duties of executive officers, and deliberates and coordinates the understanding and appropriate
all executive officers identify risks in their respective duties, and response to groupwide risks. The deliberation, coordination and
engage in the implementation of operation and management. decisions in the Risk Management Committee are periodically
The Risk Management Committee is chaired by the Executive reported to the Board of Directors, and the Board of Directors
Officer in charge of the General Affairs Department, and centrally resolves important matters related to risk.

Resolution of

. Deliberation, coordination, decisions and reporting Departments responsible for risk management perform
important matters

related to risk

related to risk management management and make reports and proposals

Board of Directors Sustainability Committee + Risks related to the medical system ‘
Chair: Co-COO Sugii _{ Risks related to the environment ‘ || Risks related to
Present policy Administrative office: Sustainability Management Department the supply of products
Oversight | Risks related to
| L. ) ) ) international business
| Organization and Human Capital Policy Committee -
> Chair hi ; . - Risks related to
Chair: CHRO Adachi * CEO Kato is an advisor Risks related to human resources research and development
L Administrative office: Secretary Department, Human Resources
Department, TSUMURA ACADEMY Department - Risks related to
intellectual property (IP)
X . u Risks related to
Risk Management Committee competitiveness
[| Chair: Executive Officer Hoshi Risks related to
Administrative office: General Affairs Department u changes in exchange rate
Risks related to product safety
Report and adverse reactions —‘ Risks related to finance ‘
Compliance Committee - -
— Chait: Breaviive Offiear ek Risks related to litigation B Risks related to taxation
Administrative office: Legal and Compliance Department
Risks related to internal control ‘ _1 Other ‘
Information Disclosure Committee
—| Chair: CFO Handa —{ Risks related to information systems and information management ‘
Administrative office: Corporate Planning Department, Corporate
Communications Department, Accounting Department

Risk items Details of significant risks Risk mitigation measures

+ Building understanding of the value of Kampo formulations

+ Risks related to administrative developments such as government policies + Cooperation with industry bodies and recommendations to relevant
1 Risks related to the to curb healthcare spending ministries and agencies
medical system + Risk of domestic/overseas regulations concerning the development and + Establishment of evidence of efficacy of prescription Kampo
manufacture of pharmaceutical products formulations
« Activities to raise the profile of prescription Kampo formulations
+ Riskin the procurement of raw material crude drugs due to unforeseen - Securing sufficient inventory volume
weather conditions, natural disasters, etc, changes in the scope of legal + Expansion of range of suppliers of crude drugs domestically and
restrictions on imports and exports, or unexpected changes in political overseas
. and economic conditions . . .
Risks related to the . ) ) + Continued expansion of cultivated land under own management
2 « Risk in the procurement of secondary raw materials and other materials ) ) . ) . .
supply of products due to sudden supply-and-demand:-related distrioution concerns caused + Establishment of purchasing structure involving multiple suppliers
by natural disasters or unstable social conditions - Diversification of manufacturing sites and product supply sites
+ Risk of loss of production and distribution functions due to natural + Introduction of earthquake mitigation/resistance measures at
disasters, fires, power outages, etc. production facilities

- Compliance with quality control standards in the country or region
+ Promotion of initiatives that emphasize quality with respect to all
Risks related t products, including both products manufactured in-house and those
1sKs refated to + Risk of occurrence of problems with product quality or safety manufactured by CMOS ) .
3 product safety and « Risk of unexpected side effects « Thorough management of raw material crude drugs in accordance
adverse reactions P with the Regulations on the Tsumura GACP Policy
« Promoting proper use of products by promptly and appropriately
collecting safety information on products and strengthening the
dissemination of information on adverse drug reactions




Risk items Details of significant ri Risk mitigation measures

+ Risk that contingent liabilities or unrecognized liabilities will be discovered

after acquisitions or alliances related to the launch of operations in China, + Conduct careful due diligence concerning the financial condition,
4 Risks related to and that the expected business value and future synergies from business dealings, etc, of companies/businesses subject to M&A
international business integration will not be realized + Reinforcement of business management functions through the
+ Risk of unexpected changes in laws/regulations or in political/economic establishment of Tsumura China Inc.
conditions
+ Risk that future growth (globalization of prescription Kampo formulations,
development of pre-symptomatic and personalized medicine) or - [Global and Japan] Periodic verification of feasibility (return on
5 Risks related to R&D performance cannot be maintained or improved (standardization of investment and business feasibility assessment) of R&D plans
Kampo treatments cannot be accelerated) « [Japan] Expansion of business target areas (beyond the medical-use
+ Risk that standardization of Kampo treatments cannot be accelerated due domain to include the total healthcare domain)

to the number of Kampo products listed in treatment guidelines

+ Thorough information management in accordance with Company

rules
Risks related to + Risk of decline in competitiveness due to IP rights infringement by third + Acquisition of industrial property rights such as patents and trademark
6 intellectual property parties rights in connection with newly-developed technologies, new

products, etc.

+ Investigation into IP rights belonging to other companies, eg,
confirmation of prior trademarks, confirmation of prior patents related
to newly introduced technologies, etc.

(IP) + Risk of disputes stemming from the infringement of third-party IP rights

+ Clarification of human resource criteria and personnel numbers
required for management strategy execution, and establishment of
recruitment techniques

- Securing of global human resources for the development of operations

in Chi d the United Statt
» Risk of being unable to secure or systematically develop the necessary fni-hinaand the Lnited States

Risks related to human human resources - Cultivation of personnel who can conduct business based on the
7 ) o . ) . ) ) Group's Corporate Philosophy and development of diverse human
resources * Risk of a decline in societal standing due to insufficient action to tackle resources through the Tsumura Academy
occupational health and safety issues, harassment, etc. A
- Systematic development of human resources based on the Human
Resources Development Policy
« Provision of thorough labor affairs management education primarily to
managers and increase in opportunities for communication through
the use of one-on-one meetings and other modes of communication
Risks related to Sﬁzﬁiae?é%g&gﬁgﬁggn Kampo market by Japanese and foreign + Ensuring superiority through the stable procurement of safe crude
8 drugs, steady supply of prescription Kampo formulations of uniform

competitiveness + Risk of launch of new drugs by Japanese and foreign pharmaceutical quality, and accumulation of evidence on their safety and efficacy
companies in major markets for prescription Kampo formulations

Risks related to + Stabilization of costs and cash flows over the long term through

f « Risk of large fluctuations in the exchange rate relevant to the import of p o
O changesin exchange raw material crude drugs and Kampo powdered extract from China tools such as forward exchange contracts while taking into account
rate exchange rate trends

- Early identification of changes in the external environment, market

+ Risk of changes in retirement benefit obligations environment, circumstances at related companies, etc, and swift action
10 Risks related to finance - Fundraising risk to respond to such changes
+ Risk of price fluctuation for marketable securities - Maintaining relationships with financial institutions, particularly the
main bank

+ Calculation of taxation amounts and proper payment thereof in

11 Risks related to + Risk of being charged additional tax or subject to double taxation due to accordance with the tax laws of each country
taxation differences of opinion with the tax authorities in each country - Compliance with the transfer pricing tax regimes applied in each
country

+ Risk of violating laws or regulations by causing soil contamination, water
12 Risks related to the pollution, etc.

environment + Risk of receiving evaluation that our efforts to conserve the natural
environment is insufficient

+ Compliance with environment-related laws and regulations

+ Preservation of natural environments through environmentally
conscious activities

- Avoiding actions that could lead to lawsuits and early identification

. * Risk of various lawsuits being filed for, for example, side effects of of problems by establishing a Group compliance system (rules,
13 BI.SkS I:elated o pharmaceutical products including Kampo and crude-drug formulations, whistleblower system, organization, etc)
litigation harm to health, product liability, labor issues, infringement of intellectual - Establishment of corporate governance structure for Group companies

property rights, contract nonperformance, environmental pollution, etc. X X )
« Ongoing close collaboration with attorneys

+ Proper investment in strengthening IT systems
N ! + Formulation of a business continuity plan (BCP), implementation of
information systems ) - i : : drills that simulate the occurrence of an emergency, etc.
14 e e + Risk of systems failing or confidential information being leaked as a result h h ication of i Ll inainf )
of cyberattacks by malicious third parties, carelessness or negligence by * Thorough communication of internal rules concerning information
management employees, etc. management to everyone within the Company, and reinforcement of
information management

Risks related to « Risk of IT systems malfunctioning due to large earthquakes or other
disasters such as fire, power outages, etc.

+ Risk of being unable to ensure the effectiveness or efficiency of
15 Risks related to internal ~ operations
control + Risk of being unable to ensure the integrity of financial reports
+ Risk of unlawful conduct, fraud, etc.

- Establishment and operation of internal control system
« Establishment and operation of internal management standards
« Periodic internal audits and internal control evaluations

+ Measures to prevent infection and halt the spread of disease

« Risk of business being suspended as a result of the domestic and - Establishment of a structure for the stable supply of products based on
16 Other worldwide spread of COVID-19
+ Acquisition of infrastructure for working from home (laptops, web

meeting systems)
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Main Measures

Response to Climate Change

Why this Issue is Important to Tsumura

Crude drugs are substances that come to us directly from
nature. The Tsumura Group employs crude drugs as raw
materials. As such, in order to grow sustainably, we need to
be extremely sensitive to changes in the natural environment
as well as any potential crises it may face. To ensure the future
continuation of the abundant natural environment that
forms a pillar of our business, we are focusing in particular

on our responses to climate change and water risk. In order
to reduce these risks, the Company is promoting initiatives
for carbon neutrality, while focusing on the development of
new technologies in the areas of crude drug cultivation and
production technology.

Corporate Governance System Related to
Climate Change

The Board of Directors is responsible for making the most
important decisions on matters based on the risks and
opportunities associated with climate change and other
factors with a view to ensuring the sustainable growth of the
Group. The Sustainability Committee, which is chaired by the
Co-COQ, receives the decisions made by the Board of Directors
and sets out policies related to sustainability, GHG emission
reduction targets and measures, and so forth. The committee
also reports regularly to the Board of Directors on matters such
as the status of activities and new issues arising, and reflects
the feedback and advice from the board into targets and
measures. The Sustainability Committee and Risk Management
Committee share information and are responsible for the

-
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Source: WRI Aqueduct, https://www.wri.org/aqueduct

assessment and control of risks associated with climate
change. Important matters are reported to the Executive
Committee and the Board of Directors.

The Company is taking initiatives to reach the goal of
reducing Scope 1 and 2 GHG emissions by 50% from fiscal
2020 levels in fiscal 2030. In fiscal 2023, we made some
pathways for achieving this goal, such as introducing off-
site PPA, phasing in solar power generation at all sites, and
incorporating systems for hydro power generation in the
wastewater treatment facility of our new Shizuoka Plant, which
is currently under construction.

e

Solar car ports at Ibaraki Plant

Solar panel at Shizuoka Plant

Response to Water Risk Due to Global Warming

The Tsumura Group has conducted a scenario analysis*!
envisaging the world in 2050 based on the TCFD
recommendations. Among the major risks under the 4°C
scenario, in fiscal 2022 we held a detailed discussion*? of our
response to water risk. Currently, at the No. 3 SD Building of
our Ibaraki Plant, we have installed new equipment for reusing
the water used in manufacturing, and we are examining
strategies to mitigate water risk, such as applying the expertise
we have acquired there elsewhere. Moreover, some of our
crude drug cultivation sites are under high water stress, and
we are responding by innovating crude drug cultivation
techniques, diversifying cultivation sites, and securing
appropriate inventories.
*1 For more details, please refer to the Company’s website.

Responding to climate change: Information disclosure based on the TCFD recommendations
== https://www.tsumura.co.jp/english/sustainability/tcfd/index.html

*2 Evaluation of water stress using the “Aqueduct Water Risk Atlas” developed by the World
Resources Institute

Water stress at Head Office and manufacturing
sites: Risk evaluation results

® Japan: six sites, all with no risk **

@ China: nine sites, of which three have risk (Tianjin,
Shenzhen, Shanghai)

@ Laos: one site, no risk

Evaluation period: 2040

*3 Some sites were deemed to be extremely high or high risk. However, having considered
factors such as the status of water usage at the sites, it was judged that no significant
risk existed.



Respect for Human Rights

The Tsumura Group supports global norms such as the
International Bill of Human Rights and is taking measures to
respect human rights. We consider any violation of human
rights in our supply chain unacceptable, for example, at
companies and suppliers in production areas where we
procure raw material crude drugs. We have therefore been
conducting periodic audits of production area companies
and suppliers for some time. To date, we have not found any
significant issues relating to the human rights of employees,
such as forced labor. In April 2022, the Group formulated the
Tsumura Human Rights Policy and the Tsumura Procurement
Policy, which cover all of the Group's officers and employees,
production area companies and production groups, and all
suppliers with direct contracts.

Furthermore, the Procurement Division conducts
human rights due diligence for analysis and prevention
of human rights risk in the supply chain. With regard to
production groups from which the Group procures crude
drugs, we conduct observation and interviews from an
occupational health and safety perspective using a checklist
when conducting GACP audits*, based on the Tsumura

Procurement Policy. The results are evaluated by the
Sustainable Procurement Subcommittee and the Sustainability
Committee, then reported to the Board of Directors. In fiscal
2022, we conducted explanation meetings to local production
groups in Japan, China, and Laos, to promote understanding
of our procurement policy.

The Sustainability Committee is at the center of our
human rights risk management structure, supervising
initiatives related to human rights policies and making reports
to the Board of Directors. The Human Resources Department
undertakes human rights training, human rights risk analysis
and prevention, and the creation and improvement of various
systems. The Legal/Compliance Control Department operates
a contact desk to respond to consultation requests from
employees.

In fiscal 2022, we conducted study sessions on human
rights and harassment at all business sites for all employees.
We will promote initiatives such as the production of materials
related to human rights and utilize them in ongoing training
for all employees.

*4 Tsumura's own audit method based on the Tsumura GACP Guidelines

Resource Circulation

The Tsumura Group is working to renew the 3Rs (reduce, reuse,
recycle) and create mechanisms for resource circulation.

Most of the industrial waste generated by the Group is
residue left over from extract produced during the Kampo
formulation manufacturing process (crude drug residue).
Some of this material is traded for value, and the Group sells
it for uses such as biomass fuel, which helps to reduce CO:
emissions from thermal power stations. Other residues are also
100% recycled by composting and so forth.

In parallel with resource recycling, we are also focusing
on creating better mechanisms for resource circulation. Crude
drug residue contains about 80% water. Although we utilize
residues for recycling as described above, because they are
carried to external processing facilities with a significant
volume of water in them, they incur an environmental burden
and an economic cost. Currently, the Company is researching
and examining methods of applying fertilizer manufacturing
technology to reduce the water content of residues without
placing a load on the environment.

As an initiative to assist with circular use of water
resources, we have implemented a system for reusing cooling
water from the extracted liquid condensation process for
Kampo extract at four plants in Shizuoka, Ibaraki, Shanghai,

40,000

and Tianjin. In fiscal 2022, these four plants accounted for
around 96% of the entire wastewater volume for the Group.

In addition, we are looking at switching to
environmentally friendly packaging materials considering the
strengthening regulations, such as the enforcement of the Act
on Promotion of Resource Circulation for Plastics.

Total waste emissions, final disposal volume,
and recycling rate

M Total waste emission volume (left axis)  IMFinal disposal volume (left axis)
® —O Recycling rate ** (right axis) (%)

50,000 1000
— O

38,086

32,669 31660 34,456
30,000 -
90.0
22,836
20,000
10,000
0 34 45 63 36 52 80.0

2018 2019 2020 2021 2022 (Fiscal year)

Note:Waste includes industrial waste (including ones under special management), as well as municipal solid waste.
*5 Recycle rate = recycled volume/total waste emission x100
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Preservation of Biodiversity

Why this Issue is Important to Tsumura
(Approach Since our Foundation)

Depletion of natural resources, such as wild plants, poses
a direct management risk to the Tsumura Group, since
its business uses crude drugs as raw materials. Given this
background, we have a long history of working to preserve
biodiversity, from our earliest days. The first president, Jusha
Tsumura, considered the identification of varieties that can
be used as raw material crude drugs, their cultivation backed
by science, and the preservation of varieties as important
priorities from the time of the Company’s foundation, and
made a tremendous effort in this area. In 1924, we founded
Tsumura Research Institute for Pharmaceutical Science for
the purpose of conducting scientific research and analysis of
botanical compounds and Kampo medicines. In subsequent
years, the results from the institute have contributed
significantly to the rise of Kampo medicines. Furthermore, at
the same time as the foundation of the institute, Jusha also
started work on establishing the Tsumura Medicinal Plant
Garden.

Around the time, Dr. Tomitaro Makino, Japan’s leading
authority on plant taxonomy, was in charge of the Journal
of Japanese Botany, an international academic journal that
was concerned with the survey and study of wild plants. In
1926, Jusha approved of Dr. Makino's activities and decided
to support him, and so Tsumura Research Institute for
Pharmaceutical Science took over publication of the journal.

SHENZHEN TSUMURA MEDICINE CO., LTD.

LAO TSUMURA CO,, LTD.

The two men collaborated through the creation of the journal,
working for many years to bring to light the diversity of Asian
plants and promote the taxonomic and pharmacognostical
evaluation of medicinal plants, which are the foundation of
Kampo medicines, as well education.

Over the past few years, the Group has been focusing on
the development of advanced appraisal technology for plant
varieties, building a plant variety library, and developing expert
human resources in order to pass on bountiful ecosystems to
the next generation. In addition, the Group has analyzed and
evaluated variations in quality caused by differences in the
production environment and harvest timings of raw material
crude drugs (medicinal crops), accumulating production
expertise for ensuring consistency. Currently, Tsumura has
indicated consideration for biodiversity in the Sustainability
Charter formulated in 2022, and is actively implementing a
range of measures, such as appropriate harvesting of wild
crude drugs, careful management of crude drug production

based on the Tsumura GACP, and appropriate use and testing
of agrochemicals.

Tsumura Medicinal Plant Garden at the time of its establishment (Tokyo)
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Cultivation of Wild Crude Drugs

With a view to preserving biodiversity, the Group has included

a target of reducing the number of wild crude drugs it uses
within its medium- to long-term environmental targets for

fiscal 2031. Among the raw material crude drugs that we use,
110 are derived from plants, and 34 of these are wild plants. By
introducing cultivation of these going forward, we aim to reduce
the number of wild products used to 11 by fiscal 2031.

In fiscal 2022, we switched completely to cultivated
products for a crude drug known as Anemarrhena rhizoma.
Until now, we have needed a certain quantity of wild
Anemarrhena rhizoma with a high level of standard ingredients,
but improvement of the production method of the cultivated
product has proved successful in increasing the level of standard
ingredients, and through practical production testing, we are
on course to be able to build a production system that does not
depend on wild products.

Glycyrrhiza (wild)

oy

Anemarrhena rhizoma (raw
material crude drugs)

Glycyrrhiza (cultivated)

Anemarrhena rhizoma
harvested from a field

Anemarrhena rhizoma
cultivated in a field
(plant name Anemarrhena
asphodeloides)

Cooperation with Local Community though Crude
Drug Cultivation

The Tsumura Group considers diversification of cultivation areas
an important strategy for sustainable crude drug procurement.
Among other advantages, this strategy helps to preserve the
natural environment in cultivation areas, contributes to regional
revitalization, and increases the productivity of farmers by
transferring technologies to them.

Years of Cultivation of Main Crude Drugs

Cinnamon Bark
Zanthoxylum Fruit
Peony Root
Jujube
5 years
3 or more years
2 years

Ginseng

Glycyrrhiza

Japanese
Angelica Root

Bupleurum Root 1 year

Perilla Herb 1 year

7 or more years
6 years
5 or more years

Tosa Tsumura Forest

One of our main cultivation areas in Japan is the town of Ochi in
Kochi Prefecture. Here, we are engaged in a joint forest project
called the Tosa Tsumura Forest. The project is operated by four
partners: Kochi Prefecture, Ochi Town, Human Life Tosa, and the
Tsumura Group. 2023 marked the 16th year of the project, which
was initiated in 2008 for the purpose of protecting the natural
environment and revitalizing the region of the cultivation area.
Tosa Tsumura Forest covers an area of approximately 77 ha.,

or around 16 times the area of the Tokyo Dome. In addition to
preserving the water source for the Niyodogawa river system,
Human Life Tosa members conduct medicinal plant harvesting
and processing experience lessons for local junior high school
students, while the Company’s employees contribute to
systematic learning by providing visiting lessons and so forth.

Initiatives in Laos

In Laos, we cultivate raw material crude drugs in our own

managed gardens. In 2011, we proposed a survey and removal

of unexploded ordnance to ensure the safety of the land for

the cultivation of crude drugs as a public-private partnership

project.** The proposal was accepted under the “Public-Private

Partnership for Accelerating Growth” promoted by the Japanese

government. Through this project, we are promoting expansion

of local employment along with the transfer and diffusion of

agricultural technologies.

*6 A governmental program begun in April 2008 to accept proposals from private companies for the
purpose of contributing to the expansion of job opportunities, technology transfer, and trade and

investment promotion, which ODA (Official Development Assistance) cannot pursue alone, through the
cooperation between private companies' activities and the ODA in developing countries.

Other activities

In cultivation areas in China, we are contributing to increased
standards of living through the cultivation of crude drugs. In
Sichuan Province, we are implementing a project with a local
company to cultivate wild rhubarb. We have built an industrial
chain of cultivation, harvesting, and processing, contributing
to increased income for farmers and reducing uncontrolled
harvesting of wild rhubarb. In Jilin Province, a large-scale
ginseng processing plant is run by a local company. Strict
quality management and inspection for agrochemicals residue
and so forth have increased the brand reputation of the
products, creating an exemplary model for sustainable local

industry.

7 to
15 years
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Feature:

“The Best of Nature and Science”-
Tsumura’s Value Creation Capability

Guided by its Corporate Value, “The Best of Nature and Science,” the Tsumura Group has grown as
aleading company in prescription Kampo formulations through its pursuit of safety, efficacy, and
consistency in its pharmaceutical products, based on scientific evidence. Trust and a performance
record built up on the medical front line, along with research driven by advanced technologies, are
the sources of Tsumura’s competitive advantage, and its unique value creation capability.

Pursuit of Safety

Quality of Kampo Products Begins from the Growing Fields

The Tsumura Group insists on the safety of raw material
crude drugs and applies rigorous quality management as a
manufacturer of Kampo and traditional Chinese medicines
using crude drugs from plants and minerals found in nature.

Around 90% of the Group's raw material crude drugs are
procured from China. However, we do not purchase crude
drugs from crude-drug markets throughout China. This is
because the crude drugs that circulate in the markets are
incredibly challenging to trace with regard to where and by
what methods they were cultivated and processed. Based on
our policy that the quality of Kampo products begins from the
growing fields, we spent many months establishing a system
for directly purchasing crude drugs from production areas.
Furthermore, we referred to Good Agricultural Practices to
ensure management of agricultural production processes for
constant improvement, and built our own Tsumura GACP with
additional training, audit, and certification systems.

Under the Tsumura GACP, processes from planting to
cultivation methods, use of agrochemicals and fertilizers,
harvesting, and processing are all determined by Tsumura
GACP Guidelines based on our proprietary quality
management standard, the Tsumura GACP Guidelines. We
enter contracts with production groups that have acquired the
Tsumura GACP Certification and purchase raw material crude
drugs from them. This leads to stable income for producers
and sustainable agricultural management.

In addition, we have built a crude drug traceability system
that enables us to trace information such as which fertilizers or
agrochemicals are used, and the cultivation history. Not only
does this make it possible to take upstream safety measures
against foreign contaminants such as agrochemical residues or

microorganisms, but it also means that we can trace and check
all processes up to delivery to the medical institutions by
matching the history information for the Kampo formulation
manufacturing process and logistics steps.

Raw material crude drugs procured through contract
producers across China are concentrated mainly at SHENZHEN
TSUMURA MEDICINE and CHINA MEDICO CORPORATION.

The raw material crude drugs are tested for safety, such as
agrochemical residues, microorganisms, and heavy metals, and
undergo physical and chemical testing to remove any foreign
objects and defective products. Only raw material crude drugs
that clear quality standards are supplied to each plant, where
they are manufactured into Kampo formulations.

Moreover, the Group manages its own fields where it can
provide cultivation instruction directly, and it is expanding the
ratio of such fields. In this way, we are working to strengthen
the raw material crude drug quality assurance system and
stabilize prices.

In our quality testing, we conduct tests prescribed in
the Japanese Pharmacopoeia, as well as testing for residual
agrochemicals, microorganisms, mold toxins, and elemental
impurities under our own in-house specifications and our own
standards. We are also working to ensure safety by developing
proprietary technologies for analyzing crude drugs and Kampo
extract powder and granules that contain multiple and diverse
components.

Crude drug varieties used in the Japan business

Plant-based 110  Animal-based 5  Mineral-based 4




Tsumura Traceability System

Production information check

@ Producer information
@ Cultivation history

® Agrochemical and fertilizer
application history

Crude-drug traceability

© Processing and
preparation history

© Shipment history

@ Heavy metal test

Product information check

@ Physical and chemical test
@ Residual agrochemical test
@ Microorganism test

Manufacture information check

Logistics information check

@ Extract quality information
@ Manufacturing history

@ Production lot information*'
(Acceptance and shipment history)

© Receipt and shipment information

Cultivation, procurement, processing and Quality management and Sale. ed d I
storage of raw material crude drugs manufacturing ale, educa and populal

* CHINA MEDICO
CORPORATION

* SHENZHENT:

saiuedwod
e3Je’uodNPoId

Ishioka
Center

LAO TSUMURA CO.

Crude drug platform

URA

Formulation platform
+ SHANGHAI TSUMURA
PHARMACEUTICALS CO,, LTD.

* TIANJIN TSUMURA
PHARMACEUTICALS CO,, LTD.

Shizuoka and
Ibaraki Plants

133U uonNqUIsIq
sapuabe [ednadewleyd
sapewueyd pue sopulp ‘sjeydsoq

*1 Groups of products made under the same conditions are referred to as a lot. The smallest unit of information when producing products is referred to as production lot information.

Tsumura GACP Guidelines

Tsumura Crude Drug GACP Guidelines

Tsumura's own guidelines
which satisfies the GACP guidelines by WHO

Crude Drug
Traceability

The Standard of Botanical
Raw Material Production

@ Education and audit to adequately operate with the
“Tsumura Crude Drug GACP”

@ Issuance of the “Tsumura Crude Drug GACP
Certificate”

Education,
Audit,
Certification

PDCA Cycle in the GACP

© Recording to the crude drug
production history
management sheet
«Cultivation history
«Agrichemical and fertilizer
usage history
- History of preparation and
processing

©® Company regulations:
Tsumura GACP
@ GACP procedure manuals

Production
records

Inspection,

Tsumura GACP 4
Evalution

© The Stanf|ard of |
Botanical Raw Materia . .
Production (SBP) Reliin, ® A:g]‘:t gf production
@ Tsumura GACP Inspection, group
Guidelines Evaluation
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Proof of Efficacy

Promoting Knowledge of the Efficacy of Kampo Medicines with “Drug-fostering” through the Building of Evidence

Kampo medicines are pharmaceutical products with multiple
components derived from natural substances. Due to this
characteristic, it has been considered difficult to show their
efficacy and safety scientifically. To establish a position for Kampo
formulations as a treatment option, it is necessary to prove the
efficacy and safety of Kampo formulations in the field of Western
medicine. We have therefore been engaged in basic and clinical
research, and in building evidence.

Since fiscal 2004, we have focused our resources on drug-
fostering research. Drug-fostering research is a program for
accumulating basic and clinical data to establish evidence for
diseases in areas of high medical need that have been resistant
to new Western drugs and for which prescription Kampo
formulations have demonstrated special efficacy. The program
started with three formulations—Daikenchuto, Yokukansan,
and Rikkunshito—with the subsequent addition of two more.
These drug-fostering program formulations are contributing
to expansion of the Kampo market as growth drivers for

Status of Evidence-building

the Tsumura Group. In fiscal 2016, we established “Growing”
formulations as new strategic formulations to follow the five
drug-fostering program formulations. Focusing on the areas of
geriatric health, cancer (supportive care*?), and women's health,
we have been working to gain write-ups for these formulations in
medical treatment guidelines.** We are promoting the formation
of packages for drug-fostering program formulations and
"Growing"formulations. The packages include five items: evidence
from clinical studies,** elucidation of action mechanisms, study
on frequency of side effects, pharmacokinetics (ADME*),
and database research (health economics, etc.). The results of
successful evidence accumulation include a more than two-fold
increase in the number of write-ups in treatment guidelines over
the past 10 years.
*2 Treatment to reduce the symptoms arising from the cancer itself or from the side effects
caused by the cancer treatment, etc
*3 A compendium of diagnoses and standard guidance on treatment for each illness, describing
the best tests and treatment methods, etc., based on evidence.
*4 Data from meta-analysis (integration of multiple study results for analysis from a higher
perspective) and randomized comparison trials (RCTs)

*5 Absorption, Distribution, Metabolism, Excretion. Looking at how a drug acts within the body
after being taken.

As of end of March 2023

. . ... Database research
Formulation Integrated Mechanism of ~ Study on frequency Pharmacokinetics 4
name analysis action of side effects (ADME) fhealth :tc: )nomlcs,
100 Daikenchuto 4 36 O O O O
54 Yokukansan 4 18 O O O O
Drug-fostering
program 43 Rikkunshito 2 26 O O O —
formulations
107 Goshajinkigan 2 15 O — O —
14 Hangeshashinto 1 10 O — — O
17 Goreisan 1 11 O — — O
24 Kamishoyosan — 7 O — — —
Growing . . — —
formulation 41 Hochuekkito 17 @) In progress
108 Ninjin'yoeito — 2 O — — —
137 Kamikihito = 0 O — — —

Notes: 1 O indicates the existence of a relevant academic paper, etc.
2 Numbers of statistical analysis and RCT papers are collated from 2000 to January 2023




Contribution to Solving Social Issues through the Expansion of Standard Treatments

Tsumura is working to build evidence through both basic and
clinical research. Taking Daikenchuto as an example, in basic
research we worked to elucidate the pharmacological effects,
such as promoting intestinal motility, increasing intestinal blood
flow, and anti-inflammatory effects, as well as the mechanism of
action. In clinical research, we examined the pharmacokinetics
and frequency of side effects. In addition, we conducted a
double-blind randomized comparison trial (DB-RCT) and meta-
analysis on the effect on post-operative gastrointestinal function
and symptoms to prove its efficacy, resulting in the write-up of
Daikenchuto in treatment guidelines for several conditions.

The establishment of such evidence has led to new
write-ups and increased recommendation levels in treatment
guidelines. Ultimately, we will expand the use of Kampo
formulations as standard treatments.* Through the Company’s
research activities, it has established a foundation for recognition
of Kampo formulations as standard treatments by physicians, to

a degree. This foundation includes qualitative and quantitative
improvement in write-ups in treatment guidelines and inclusion
of Kampo training-related content in the education models

and core curricula for disciplines including medicine, dentistry,
pharmacology, and nursing.

In addition, since Kampo medicine enhances people’s
inherent natural healing ability and promotes improvement of
symptoms, it is considered a “personalized medicine”that treats
both mental and physical aspects together. Aiming to realize a
society where everybody can receive optimal Kampo treatment,
we will increase our efforts to develop a Kampo medical exam
support system using DX and Al technology, clearly identifying
the responders to Kampo formulations (cohorts that show
efficacy, “patterns”for Kampo), and establishing objectivity for
Kampo medical exams.

*6 Optimal treatment methods recommended to most patients, with efficacy and safety confirmed based
on evidence.

= For details, see page 51 “Strategic Challenge 2".

Impact of Drug-fostering Research on Sales of Prescription Kam