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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.

o

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.

TSUMURA Integrated Report 2023



Purpose Driven Value Creation
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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
(post-healing care)

Healthcare

(prevention of (prevention of disease (prevention)
Pfe'(sj)i/g;g::g‘a“c progression)

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

] ° WWomen MMen administered to persons
these areas, we contribute to treatments that extend healthy 120 aged 65 and over
: : ; ; : : 0
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 G b 14 1o 24 30 34 30 44 49 24 29 ¢4 €0 4 70 64 80 94 90 | B
realize a bright future for everyone, where people do not have
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 _
00 Men
Healthy life span* 8.84 years
200
Average life span
100 Women
Healthy life span* < 12.35 years )
0
2000 2005 2010 2015 2020 2030 2040 2050 (Fiscal year) (Age) 160 l6s 70 l75 lso lss 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

_i———
Sy

w = 2%
—'E _—
- e A

__. S -
President and Representative Director CEO —
i e -

__—

=

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

Long-Term Management Vision (Fiscal 2022-2031)

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

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

Pre-symptomatic Disease and

Potential-Abilities Development

This means contributing to well-being through With this we contribute to building a healthier This describes a corporate culture that employs
evidence-based provision of Kampo and society by establishing diagnostic methods and dialogue to encourage every employee to
traditional Chinese treatments and other systems to address a given pre-symptomatic make the most of their potential, making us a

products and services tailored to the individual’s disease, defined based on evidence.

life stage, symptoms, genetic makeup and living
environment.

trustworthy organization as we explore Kampo
and traditional Chinese medicine business, for
which there is no other model in the world.

Team-building
Dialogue

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,

purposes . .
- purposes and values serving as centripetal forces

Focuson Deleloping potential through dialogue with

Purposes and values

serving as
centripetal forces

—
o Quality
3 of
B action
3 "
° Quality
kX of
> results
E Quality
a of
a relationship,
[

Principles
Corporate Purpose

Corporate Value,
Corporate Mission

Sustainability Vision

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

Human Resources Aim,
Organizational Aim

‘ Philosophy promotion ‘

Historical viewpoint

Business viewpoint

he world

Ways of understanding

‘ Ways of understandlng ‘
‘ human beings ‘

uopeAouU| pue uopipel] joukay 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

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.

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

1st stage 2nd stage 3rd stage

FY2022-2024 FY2025-2027 FY2028-2031

- Germination - - Growth - - Flowering -

Standardization of Kanpo — - - - - o
. . . treatment N 50% or more of physicians prescribing 10 or 50% of physicians writing basic prescriptions
Prescrlptlon Kampo business Personalization of Kampo more prescriptions inall treatment areas

treatment

Social implementation

Research and Personalization of
Kampo treatment /
development Scientific study of pre- Research Develop
P symptomatic disease

Formulation [RICESHSEIGIES

platform bmuesﬂg?sa‘ products Build infrastructure Establish brand

e |
) . Crude dru Crude drug, drug pieces, ] i
China business pla tformg and Yakushokudogen ** (ST eETTe KF 1[5 Establish brand Lead industry development

products
L________________________________|
Develop evidence for traditional

Research Traditional Chinese )
platform Comer e Establig Chinese medicinal products

Expand functions

rt factory Expand scope of automation Shift monitoring & management  Realize smartification of factories

Sales per MR (yen / MR)

duct

Production Physical labor productivity (box / person)

Labor costs for the amount of arranged crude
Crude drugs drug (yen/ton)

productivity 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.

*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.

_I
HEE

Socializing with employees in management posts in China

CEO Kato giving a lecture and talking with Academy students
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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

Changes in the Kampo value chain

1976

1980

Development of Kampo

1985

1990

1995

(billion yen)
150

1 - I 50
Promoting and raising awareness of Kampo medicine
Drug-fostering program implementation 4

2000

2005

2010

2015

Entry into the China business

(Capital and business alliance with
Ping An Insurance (Group) Company)

2022 (Fiscal year)

Foundation for value creation

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.

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

2005

Investigational new
drug (IND) approval for
Daikenchuto obtained
from the Food and Drug
Administration (FDA) in
the United States and

2016

“Growing" formulations
set for Kampo
formulations.

100th anniversary of
“The Journal of

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

1874 Meiji government establishes a new program advanced by - ; Japanese Botany!"
healthcare system, with medical establishing evidence clinical testing (TU-100) .
9 Multi-component
licenses only issued for Western of efficacy of Kampo started. p N
medicine (decline of Kampo formulations. 200 2018 Kampo formulation
medicine). 7 Trademark registered for research method
DKT Forum set up to Tsumura's proprietary .
1879  Kampo physicians such as Sohaku establish clinical evidence research package established
Asada start the Kampo continuation for Daikenchuto. (KAMPOmics®).
movement.
1893 Tsumura Juntendo founded.' 1973 1978 1981 1991 2007 2010 2011 2012 2015
Manufacture and sale of Chujoto o —— 3 Jati d f M d ¢ E on of cultivated L £l
medicine for women begin Purchase of crude Second president Jusha  Direct purchase of crude SHENZHEN TSUMURA peration of » Formulation and start o (EmmeTEmelim @ Xpansion of cultivate etterofintent
: drugs from a“friendly  visits China for the first drugs from Chinese MEDICINE CO, LTD. crude-drug traceability implementation of Tsumura Understandm_g land under our - concluded_forjomt Tsumura GACP*2
trading company” time to negotiate for a state-owned enterprises established as a system starts. GACP for crude drugs. concluded with the management to stabilize research with Hong .
designated by the stable supply of raw starts. Long-term crude-drug  supply base of raw LAOTSUMURA CO, LTD. Baishan City procurement prices of Kong Baptist structure established
c It. t. d Chinese government  material crude drugs. supply contract concluded material crude drugs estabhs_hed as a base for the GO\_/e_m ment in China crude drugs as raw material.  University.
uitivation an Sarts, it @i Seuvanis e i @ingL 2009 cultivation, procurement, for joint research on
procurement Livestock Company. AEETMURARED preparation and processing,  crude drugs as raw 2014 2019 System for stable
_— - N sorting and processing,and  material. . X . t of
1988 LTD. established as a base storage of raw material Joint research Capital and business procurement of raw
: for the cultivation, : agreement concluded alliance agreement material crude drugs
System for direct purchase froma procurement, preparation GHdettesnlae with the China concluded with Tianjin . 9
joint venture company and base and processing, sorting Academy of Chinese China Medico Technology established
for the_ procurement of raw and processing, and Medical Sciences on Co,, Ltd. (currently Ping An
material crude drugs for the storage of raw material sojutsu (Atractylodes Tsumura Medicine Co,
1895 Imperial Diet vetoes a request to Company’s use are established. crude drugs in Hokkaido. lancea rhizome). Ltd.)
continue licensing for Kampo
medicine (proposed revision of the
law). 1964 1983 1999 2001 2005 2013 2018 2020
, B Shizuoka Plant newly Ibaraki Plant newly established and the Heavy metal testing SHANGHAI TSUMURA Container exchange and West Japan and East TIANJIN TSUMURA Robot technology
1916 The Journal of Japanese Botany established. research laboratory relocated to the site. method established. PHARMACEUTICALS CO,  conveyor robotintroduced  Japan Distribution PHARMACEUTICALS CO,  deployed in all
founded. - LTD. established as a (realized reduced-labor Centers completed. LTD. established as a manufacturing processes
" - manufacturing base for manufacturing and 24-hour manufacturing base for of the No. 3 SD Building
1919  Meguro Plant constructed (for extract powder operation through the extract powder in China.  at the Ibaraki Plant.
manufacturing Chujoto). Man ufaCtU re (intermediate product) utilization of robotics). - —=— '
in China.
1924 Tsumura Research Institute for 2007 2023
Pharmaceutical Science and Tsumura Industrial robot Tsumura enters capital and
Medicinal Plant Garden opened. receives excellence business alliance with Robit Inc.
award at The Robot to realize early automation of
Tsumura Juntendo, Inc. established. Award 2007. raw material crude drug
1936 selection and manufacturing
1950 Japan Society for Oriental Medicine processes.
established.
1957  Chujoto Building Clinic opened. 1893 1976 1987 1996 2001 2004 2007 2019 2020
Manufacture and sale Total of 33 Tsumura Further additions to Media reports side Kampo medical Kampo medicine Sponsorship of Application of the Project to establish
1959 “Kampo Tomonokai’ launched. of Chujoto medicine prescription Kampo the NHI drug price list effect of interstitial symposium held. education dementia forums “Guidelines for presence in the area
for women begin. formulations added tothe  bring the number to pneumonia caused by implemented at all begins. Provision of Sales of cardiovascular
1960 Herbal medicines listed in the Sa|e’ education, NHI drug price list. 129. Shosaikoto. university medical Information on diseases begins.
Japanese Pharmacopoeia included in departments and Prescription Drugs”
the NHI drug price list. and 1974 1991 1997 medical colleges begins.
. . - fr I tionwide.
Sale of prescription Sales of prescription MR*! certification na .
1974 Sale of prescription Kampo popUIanzatlon Kampo formulations Kampo formulations system introduced. STETHTeIY SQCh *
formulations begins. begins. surpass 100 billion 1999 ”b”EQa Web Seminars
yen. egin.
1976 Total of 33 Tsumura prescription Kampo medical

Kampo formulations added to the
National Health Insurance (NHI) drug

seminars begin.

price list (reinstatement of Kampo

medicine).

*1 Medical Representatives

*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.
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Value Creation Story

TSUMURA GROUP DNA Pyramid

In the Spirit of Nature’s Laws
Principles —

aj0ukay oiseg

Lively Living for Everyone
Corporate Y o 4

Purpose

The Best of Nature and Science

Corporate Value To contribute to the unparalleled medical

,————— therapeutic power of the combination of

Corporate Mission Kampo medicine and Western medicine.

J Living with nature for tomorrow.
Sustainability Vision

—
=
Q
Qo
=
o
=
Q
=
Q
=]
>
o
Creating a Future of “Cho-WA” é
=2
o
=}

Long-term Management Vision J Personalized Pre-symptomatic Potential-Abilties

Health Care Disease and Science Development
TSUMURA VISION “Cho-WA” 2031

Tsumura’s Decisi iteria

Value Creation Cycle

Centrifugal force

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

Corporate
Mission

Corporate force
Value

Centripetal

Achievement of
Corporate the Visions

Purpose Sustainability Vision

Long-Term
Management Vision

Principles

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.

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
that promote understanding of our philosophy, such as having
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.

*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.

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

-
-

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

e Capital emerging as a result of capital
-

- types 1t0 6

7. Financial —Profits obtained are reinvested in

2. Human Capita| 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
via pharmaceutical

6. Social and : _
I t. h . agencies and medical
relations Ip institutions, causing a
(of-] p|ta | 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. Inte' I.eCtuaI
accumulated and digitalized. (o] plta |

Intellectual property/
know-how Shared value/brands

Cultivation research and

5. Manufacturing Supplying high-quality Kampo

environmental preservation measures A
aimed at protecting the natural 4. Nat.u ra I ca pita I formulapons ina sta’ble manner by
environment in crude drug capita | leveraging Tsumura’s proprietary

manufacturing technology

—> Safe and reliable Kampo formulations
are steadily supplied thanks to the
Group's proprietary production
technology and system.

Production equipment/
production technology

production areas

— 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

Natural resources/
circular model
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Process for Value Creation

Fiscal 2022 results

ﬁ 1. Organization capital

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

096 2.Human capital
a@»

@ Number of employees (consolidated): 4,032
@ Education expense per person (parent): ¥ 1 26 thousand
@ Percentage of employees with disabilities: 2.58%

0 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: 2,064,946
Water recycling rate (Ibaraki, Shizuoka and Shanghai): 56.0 % on average

@ Percentage of industrial waste recycled: 99.99% (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

@ Netsales: ¥ 140,043 million

@ Operating profit: ¥ 20,916 million

@ Free cash flow: ¥ 959 million

@ Total assets: ¥ 396,871 3 million

@ Shareholders'equity: ¥ 252,046 million

Invested Impact on society

Important issues in
capital

business activities

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

Organization with crude drugs

shared values

Utilization of
capabilities by
diverse human resources

Highly ethical

Y human resources
/
/ :

R&D capability

for multi-component

formulations derived
/

Conservation of water
resources and recycling of

Sustainable procurement
of raw materials

(research on cultivation of
crude drugs, etc.)

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

Maintenance of a rich
natural environment

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

function to recharge water
sources

Creation of new

value through
pharmaceuticals
and products

from natural substances

Climate change
countermeasures

(realize carbon 7. Financial

Accumulation of

scientific evidence neutrality) capital capital derived from
Expansion of access natural
to high quality ) :
Securing the necessary pharmaceuticals and substances Formation of sustainable
products derived crude drug production ***

amount of raw material
crude drugs

from natural substances areas

Expansion of the
standardization of
Kampo treatments and

3. Intellectual 6. Social and Sustainable,

1. Organization

Preservation of building of evidence capital ) relationship
the environment and capital capital stable SUpPIY of
L Initiatives for pharmaceutical :
biodiversity products such as Expansion of treatment
tting-edge technol Kampo options through the
cutting-edge technology . h ety

formulations, which combination of Kampo
Sustainable Kampo Contribution to health are traditional medicine and Western
value chain suitable for each P ieine

individual's life stage pharmaceuticals

(treatment, pre-symptomatic
disease, healthcare (prevention))

4. Natural
capital

5. Manufacturing
capital

\ Manufacturing facilities and
technologies that support
quality control and stable supply

Strengthening and enhancement
of corporate governance Expansion of
standardization of Kampo 0

treatments

Realization of a society of .
healthy longevity @

\ Utilization of diverse
\ human resources

Popularization of
Kampo treatment

Trust relationships
@ with stakeholders

Reinvestment and allocation
for sustainable growth

Cultivation of a corporate
culture that draws out
potential abilities

through dialogue

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

. Nature
@ Health

. Reinforcement of business foundations
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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

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

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

© 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

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

© 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

Preservation of biodiversity (ecosys_tems, varietie's, gen.es) @ Planting of Amur cork tree, a medicinal plant @ Risk of occurrence of problems with product quality or | Capability
(restoration of forests, soil, water sources) @ Expansion of forests'function to (Yubari City, Hokkaido Prefecture) safety
! ! ;:ﬁ::zz:\xits ,:,oil:,:,e;:::n‘ﬁtld‘ @ Tree planting activities at Tosa Tsumura Forest (Ochi i Zhorm.:gh mar:iagemer?tthotfhrag matle:!al crUdih
Town, Takaoka District, Kochi Prefecture) rugs in accordance wi @ Regulations on the
Tsumura GACP Policy
@ Increase in wf;ter and energy @ Risk of loss of production and distribution functions
circulation efficiency through : : due to natural disasters, fires, power outages, etc.
Climate change countermeasures . . eyt @ Introduction of energy-saving technology N T - 4
ate g ! introduction of energy-saving @ Cultivation of tree-type crude drugs over a large = Decentralization of manufacturing and product
(realization of carbon neutrality) technologies area supply bases; introduction of seismic isolation and
© Absorption of CO:2 through earthquake-resistant structures for production
cultivation of tree-type crude drugs facilities
@ Supporting long-term Kampo medicine education
n SChfml f°‘; stude.n.ts, trainee physicians and @ Risks related to administrative developments such as
@ Lifestyle involving dail °® :xpengnfe pfr;ctmonfers lations i id government policies to curb healthcare spending
ifestyle involving daily use rescription of Kampo formulationsin awiderange | Nurturing understanding of the value of Kampo - P49

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

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 and building
of evidence

Initiatives for personalized Kampo
treatments through cutting-edge
technology

@ Expansion of the standardization
of Kampo treatments based on
evidence

@ Contribution to realizing a society
of healthy longevity

Contribution to health suitable

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

@ 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 KAMPOmics®,
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

(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

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

(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 S

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

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.

the Company's overall direction and activities in order to see Main Discussion Items of the Sustainability Committee
that these issues are reflected in concrete strategies. In addition, (Fiscal 2022)

five subcommittees have been formed under the Committee,
with each one responsible for organizing cross-organizational
discussions on knowledge, experience and research findings

collected from various divisions in accordance with the medium- ’ farrogggtesss report on medium-to long-term environmental
to long-term environmental goals and other targets. Furthermore,
to stimulate more active discussion, regular opportunities are
provided to report the results of each subcommittee to the

‘ Board of Direct

Give directions/Supervise Give directions/Supervise

« Discussion and approval of TCFD disclosure proposal

+ Formulation of Sustainability Charter

« Discussion on materiality renewal, report on support for
each initiative, CDP results report, report on community
contribution activities, etc.

Vi
Al

Report

v v

Organization and Human

Information Disclosure

Risk Management

Sustainability Committee Compliance Committee

Committee

Capital Policy Committee Committee

2T {o%e 0 [ei[0) 1=l 1i=s B Assigned divisions: Production Division, Crude Drug Division, Reliability Assurance Division, etc.

PR Number of meetings: 3 per year*
Decarbonlz_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

Office-related Assigned divisions: General Affairs Department, Sales Management Department, etc.
) PR Number of meetings: 3 per year*
Decarbomz_atlon KGI @ GHG emissions reduced by 50% vs fiscal 2020 levels by fiscal 2030, net zero by fiscal 2050
Subcommittee Main discussion items: Consideration of initiatives to reduce greenhouse gas emissions at branches and sales offices

Assigned divisions: Production Division, Reliability Assurance Division, Healthcare Division, Prescription Pharmaceutical Sales
Zero Plastic Waste [ u SN,

. 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.

Sustainable 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

Procurement
Subcommittee Main discussion items: Consideration of initiatives for sustainable crude drug procurement

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

Subcommittee KGlI: 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

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)

Climate change countermeasures
(realization of carbon neutrality)

. N am Percentage of physicians prescribing 10 or more prescription Kampo formulations 32% 50% or more
1 Continuously expanding the Kampo market by providing ge TPy P 9 prescrp P
Kampo solutions that match the needs of each and every Number of universities teaching four or more courses in Kampo medicine 78 universities 82 universities
physician i ) ) i
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) 99 130

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

Progress in development of TU-100 in the United States

Currently in latter stage phase Il clinical trial -

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

China business net sales

15.3 billion yen Net sales CAGR 30% (fiscal 2022-2024)

Expansion of the standardization of Kampo treatments
and building of evidence

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))

business M&A of a traditional Chinese medicinal products company In negotiation with multiple companies M&A complete
4 Innovating the IT platform and crude drug selection, Annual production plan achievement rate Not disclosed Not disclosed
and promoting the implementation of Al and automation
toward reforming the Kampo value chain 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
5 Creating value through organization and human capital
9 q 9 9 o q A P Percentage of female recruitment 44% 50%
and promoting reform to boost job satisfaction
Percentage of mid-career hires 55% 40%
Employee engagement/satisfaction (5-point scale) 3.58 points 3.90 points

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)

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%

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
el wEEE Crude drug resid
Establish methods f
processing

2nd medium-term
management plan >

FY2025-FY2027

Introduce solar power g-

Switch to renewable energy

management plan >

Partial substitution Portion of packaging
Switch to plant-based or recyclable

Promote recycli

Fertilizer in crude dr

3rd medium-term
management plan

FY2028-FY2031

Switch from gas to

w fuels l

Total substitution

Use new materials

M Switch to mono-materials
H Promote deplasticization

Promote water resource
Promote the use of recycled

High value-added use

M Fuel, raw materials
W Conversion to feed, etc.

*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

#0OneMoreChoice 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

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 | T T
L i a Y LT LS

has been developed into #OneMoreChoice Training, to realize a health .
o g ) y Corellege Action
society. ]
*7: Hidden endurance refers to engaging in work or housework while enduring physical or F-
mental illness. It is a registered trademark of TSUMURA & CO. x 13
*8: As of July 2023  *9: Carellege is a portmanteau of Care and College created by the Company.
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Risk Management

Risk Management Systems

Risk items

Details of significant risks

- Risk that contingent liabilities or unrecognized liabilities will be discovered

after acquisitions or alliances related to the launch of operations in China,

Risk mitigation measures

+ 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
. . . . - . . . . i i i integration will not be realized . Rei ; ;
The Tsumura Group recognizes that appropriately performing risk manages significant risks. Furthermore, in addition to performing B of unexpected changes in laws/fegulations or in polfical/economic Reinforcement of business management functions thiough the
management is one of the most important issues in management, management according to the nature of each risk after conditions
. . - T . . + Risk that future growth (globalization of prescription Kampo formulations,
and endeavors to prO\”de a management system headed by categorizing and dEfmlng risks in line with the Risk Management development of pre-symptomatic and personalized medicine) or - [Global and Japan] Periodic verification of feasibility (return on
; ; H R . formance cannot be maintained or improved (standardization of investment and business feasibility assessment) of R&D plans
the Board of Directors. Pursuant to the Companies Act, the Regulations, the committee evaluates reports and proposals b
: : p ‘ , . g , ‘ .p prop: 5 Risks related to R&D Kampo treatments cannot be accelerated) - Uapan] Expansion of business target areas (beyond the medical-use
Board of Directors establishes the systems required for ensuring from each department responsible for risk management, and * 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
the appropriate execution of duties of executive officers, and deliberates and coordinates the understanding and appropriate - - } ;
+ Thorough information management in accordance with Company
all executive officers identify risks in their respective duties, and response to groupwide risks. The deliberation, coordination and rules
X . i i . . i . o Risks related to VRi ine i it 1P rights infri hi + Acquisition of industrial property rights such as patents and trademark
engage in the implementation of operation and management. decisions in the Risk Management Committee are periodically 6 intellectual property ngﬂideme in competitiveness due to IPrights infringement by third rights in connection with newly-developed technologies, new
. . . . . . . : ) : o ) ) products, etc.
The Risk Management Committee is chaired by the Executive reported to the Board of Directors, and the Board of Directors (IP) * Risk of dispuites stemming from the infringement of third-party IP rights « Investigation into IP ights belonging to other companies, e,
. . . . confirmation of prior trademarks, confirmation of prior patents related
Officer in charge of the General Affairs Department, and centrally resolves important matters related to risk. o newly introduced technologies, etc.

- 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

Resolution of Deliberation, coordination, decisions and reporting Departments responsible for risk management perform in Chinag andgthe United States ’ ’
important matters ‘ e - Risk of being unable to secure or systematically develop the necessary o .
related to risk related to risk management management and make reports and proposals 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
esoness R e e resources thiough the fsumura Acadeny
B Y ' T - Systematic development of human resources based on the Human
Board of Directors Sustainability Committee + Risks related to the mediical system ‘ Eeso.u.mes ?;Wbpr?ﬁn;%";fy . SRR
. . + Provision of thorough labor affairs management education primarily to
Chair: Co-COO Sugii Risks related to the environment ‘ a Risks related to managers and increase in opportunities for communication through
Present policy Administrative office: Sustainability Management Department the supply of products the use of one-on-one meetings and other modes of communication
Oversight Risks related to LR - o -
| 0 Tzati dH Cavital Policy G o —‘ international business Risks related to Eﬁgﬁzggémgfcgﬁgﬁggn Kampo market by Japanese and foreign « Ensuring superiority through the stable procurement of safe crude
rganization an uman Capital Policy Committee ipti i i
1 > 9 - ; p . y - Risks related to 8 competitiveness + Risk of launch of new drugs by Japanese and foreign pharmaceutical g[ﬁgsia[? chgupnq%;f_‘gnregfc 2322255 gﬂp &fe?rrr;;lfﬁ;ggzcggﬁgfgm
ig?:{nc-‘:gg \gd(ff%ile- seccsgt;;tg :pzrr\t?;jevrlwsto'r—{ [ — Risks related to human resources research and development companies in major markets for prescription Kampo formulations '
Department, TSUMURA ACADEMY Department _‘ Risks related to
intellectual property (IP) Risks related to ilizati
o - f + Stabilization of costs and cash flows over the long term through
o Risks related to O changesin exchange rR;\S/b Srfalfé%;ﬂ;%%agﬂgs S'2;geé)r(ﬁggnggv%tgrged‘egﬂ?;gffg;'ra?iﬁg of tools such as forward exchange contracts while taking into account
Risk Management Committee competitiveness rate exchange rate trends
Chair: Executive Officer Hoshi Risks related to ‘
Al S eitee CaneTEl AiEls Epeimart . ‘ changes in exchange rate ) o o + Early identification of changes in the external environment, market
Risks related to product safety - « Risk of changes in retirement benefit obligations environment, circumstances at related companies, etc, and swift action
Report and adverse reactions _‘ Risks related to finance ‘ 10 Risks related to finance - Fundraising risk to respond to such changes
Compliance Committee + Risk of price fluctuation for marketable securities . Mai_ntg\'nirllg relationships with financial institutions, particularly the
— e Braauiive Gy s Risks related to litigation ‘ "‘ Risks related to taxation ‘ nain ban
Administrative office: Legal and Compliance Department - - + Calculation of taxation amounts and proper payment thereof in
Risks related to internal control ‘ _1 Other ‘ 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
Information Disclosure Committee country
Chair: CFO Handa —{ Risks related to inf ti t d inf ti t ‘ VR olati : : ; inati
Administrative office: Corporate Planning Department, Corporate 1946 relatec fo Information systems and information managemen Risks related to the Sgﬁﬁ%ﬁgyg laws or regulations by causing soil contamination, water + Compliance with environment-related laws and regulations
GonmimunliEiens DEPEime, AGEouIiing DEperimem 12 environment + Risk of receiving evaluation that our efforts to conserve the natural + Preservation of natural environments through environmentally
environment is insufficient 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 prob\%mg by establishing a Group compliance sys)t/em (rules,
13 IRlsks related to Eharrrtwacsut‘itcr?l pmguccttf‘ irg;l\_Ltj;/jiln% Kampo a.ncfi ‘crude-drgg ffprtmlf\agor}s, whistleblower system, organization, etc)
Risk items Details of significant risks Risk mitigation measures itigation arm to nealth, product fiability, labor issues, infringement of Intellectua o i i
o o g property rights, contract nonperformance, environmental pollution, etc. gstab\.\shmlent of c”orgora‘@ goye;nance structure for Group companies
+ Building understanding of the value of Kampo formulations eI E1os EullEloREan Wil oS
: + Risks related to administrative developments such as government policies + Cooperation with industry bodies and recommendations to relevant . < Risk of IT systerns malfunctioning due to large earthauakes or other + Proper investment in strengthening IT systems
1 Risks related to the to curb healthcare spending ministries and agencies Blsks relafted to s SLchh 2 fre power outagges o 9 q « Formulation of a business continuity plan (BCP), implementation of
medical system + Risk of domestic/overseas regulations concerning the development and + Establishment of evidence of efficacy of prescription Kampo 14 information systems ) L o ) drills that simulate the occurrence of an emergency, etc.
formulations e et « Risk of systems failing or confidential information being leaked as a result

manufacture of pharmaceutical products

+ Activities to raise the profile of prescription Kampo formulations

+ Risk in the procurement of raw material crude drugs due to unforeseen
weather conditions, natural disasters, etc, changes in the scope of legal

- Securing sufficient inventory volume
« Expansion of range of suppliers of crude drugs domestically and

management

of cyberattacks by malicious third parties, carelessness or negligence by
employees, etc.

« Thorough communication of internal rules concerning information

management to everyone within the Company, and reinforcement of
information management

« Risk of being unable to ensure the effectiveness or efficiency of

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

restrictions on imports and exports, or unexpected changes in political overseas
and economic conditions

« Risk in the procurement of secondary raw materials and other materials
due to sudden supply-and-demand-related distribution concerns caused
by natural disasters or unstable social conditions

+ Risk of loss of production and distribution functions due to natural
disasters, fires, power outages, etc.

operations
« Risk of being unable to ensure the integrity of financial reports
« Risk of unlawful conduct, fraud, etc.

15 Risks related to internal
- Continued expansion of cultivated land under own management control

« Establishment of purchasing structure involving multiple suppliers

-+ Diversification of manufacturing sites and product supply sites - Measures to prevent infection and halt the spread of disease

« Introduction of earthquake mitigation/resistance measures at . N
production facilities 16 Other + Risk of business being suspended as a result of the domestic and Esctgbhshment of astructure for the stable supply of products based on

worldwide spread of COVID-19

2 Risks related to the
supply of products

- Acquisition of infrastructure for working from home (laptops, web

- Compliance with quality control standards in the country or region
meeting systems)

+ Promotion of initiatives that emphasize quality with respect to all
products, including both products manufactured in-house and those
manufactured by CMOs

- Thorough management of raw material crude drugs in accordance
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

Risks related to
3 product safety and
adverse reactions

+ Risk of occurrence of problems with product quality or safety
+ Risk of unexpected side effects
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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

-

3

LT

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,

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

W Total waste emission volume (left axis) ~ IMFinal disposal volume (left axis)

t) —O~ Recycling rate ** (right axis) (%)
50,000 100.0
o___o\o/o O
99.2 99.4 990 99.9 99.9

40000 38,086
32,669 21669 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.

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.

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) Glycyrrhiza (cultivated)

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
Around the time, Dr. Tomitaro Makino, Japan’s leading of local employment along with the transfer and diffusion of
authority on plant taxonomy, was in charge of the Journal ?\ agricultural technologies.
of Japanese Botany, an international academic journal that *6 A governmental program begun in April 2008 to accept proposals from private companies for the
was concerned with the survey and study of wild plants. In {‘ ’ %“VL%‘E;ZE’I S%%:%%?a/;iocr:hOeD?Fgf?é;?Doefvjeo\gp%peﬁvotr/t\\gggzctee)cczrﬂgtg gut;saunesggsen,?htgfgehatnhg
1926, Jusha approved of Dr. Makino's activities and decided FOOPEOnBEEST P Cmpanies s e QORI elonno counves

to support him, and so Tsumura Research Institute for
Pharmaceutical Science took over publication of the journal.

Tsumura Medicinal Plant Garden at the time of its establishment (Tokyo)
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Anemarrhena rhizoma (raw Anemarrhena rhizoma Anemarrhena rhizoma
material crude drugs) cultivated in a field harvested from 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

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

7 or more years

(2 0
. i Peony Root 6 years
Cinnamon Jujube 5 or more years
Bar
Ginseng 5 years

Shizuoka Plant

Glycyrrhiza 3 or more years

o Ibaraki Plant Angje?i’ég?(eosgt 2 years
L)
Im:ﬁa‘t‘zre Bupleurum Root 1 year
Orange

Perilla Herb 1 year
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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

Product information check

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

@ Heavy metal 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 arizati
storage of raw material crude drugs manufacturing clls &l gelbopuiarization

sajuedwod
e3Je UOINPOI]

Contract cultivation
group

LAO TSUMURA CO.,, LTD.

Crude drug platform

+ CHINA MEDICO
CORPORATION

* SHENZHEN TSUMURA
MEDICINE CO,, LTD.

Ishioka
Center

Formulation platform
* SHANGHAI TSUMURA
PHARMACEUTICALS CO., LTD.

* TIANJIN TSUMURA
PHARMACEUTICALS CO,, LTD.

Shizuoka and
Ibaraki Plants

133U uonNqgUIsIq
sapuabe [edpynadewleyd
sapewueyd pue so1ul ‘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

The Standard of Botanical Crude Drug
Raw Material Production Traceability

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

@ Issuance of the “Tsumura Crude Drug GACP

Education,
Audit,
Certification ~ Cqiificate

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 Production

@ GACP procedure manuals records

Tsumura GACP [l =)
Evalution

© The Staniiard of |
Botanical Raw Materia . .
Production (SBP) R ® A:‘:l: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 the Tsumura Group. In fiscal 2016, we established “Growing”

components derived from natural substances. Due to this formulations as new strategic formulations to follow the five
characteristic, it has been considered difficult to show their

efficacy and safety scientifically. To establish a position for Kampo

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

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-

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

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 increase in the number of write-ups in treatment guidelines over
formulations have demonstrated special efficacy. The program the past 10 years.
started with three formulations—Daikenchuto, Yokukansan,
and Rikkunshito—with the subsequent addition of two more.

These drug-fostering program formulations are contributing

*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.

to expansion of the Kampo market as growth drivers for

Status of Evidence-building

As of end of March 2023

Formulation Integrated Mechanism of ~ Study on frequency Pharmacokinetics g:g?l-?:i;i?:\rizg

name analysis action of side effects (ADME) etc) ‘
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 1 O — — O

24 Kamishoyosan — 7 O — — _

fo?r::’t‘l'\llein:ii,) " 41 Hochuekkito = 17 O 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 Kampo Formulations
(rate of sales growth compared to fiscal 2004, when drug-fostering was started)

(%)

400
3 drug - fostering formulations
(Rikkunshito, Yokukansan and Daikenchuto)
350 357%
300
Growth
rate
250 twice
as high
All products excluding
the 3 drug - fostering formulations
176%

2004 2005 2006 2007 2008 2009 2010 2011 2012

2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)
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Innovation of Consistency

Consistency Across the Entire Kampo Value Chain

Since crude drugs are natural substances, the component
content varies depending on factors such as production
area, cultivation environment, and processing and storage
conditions. However, they must achieve clinical reproducibility
in order to become pharmaceutical products, and this is
ensured by stable quality of crude drugs and the technology
and expertise to create consistent Kampo products in the
formulation process.

Such consistency has been considered difficult to achieve
in the finished Kampo formulation products, because even
if they are grown from seeds or seedlings from the same
origin, crude drugs may vary in their shape or component
content due to factors including growing environment, such
as soil or climate, harvest timing, and storage conditions. The
Tsumura Group has built the Kampo value chain, a proprietary
supply chain that manages business activities consistently
from upstream to downstream. To achieve consistency, it is
vital to pursue quality throughout the entire Kampo value
chain. In the upstream process of crude drug cultivation, we

control variation in raw material crude drugs by providing
guidance on cultivation and processing methods and using
only crude drugs that meet Tsumura’s quality standards.

The component balance of the crude drugs can be further
optimized in the formulation process by analyzing and
managing the component content data for each lot, then
prescribing the ratio of the crude drug lots to be used in the
preparation. In the formulation process, to minimize changes
to the components of the extract, we have developed a
proprietary manufacturing line and we control the system for
each formulation to achieve consistency in our final Kampo
formulation products.

These activities are truly the practical embodiment of
our Corporate Value, “The Best of Nature and Science,"and
we will continue to hone our strengths in safety, efficacy, and
consistency, aiming to contribute to the solution of social
issues through business, such as protection of human health,
preservation of the global environment, and revitalization of
local communities.

Consistency and Clinical Reproducibility of Kampo Medicines

Kampo formulations

Lot1 ComponentA® Xmg TJ-x
Lot2 ComponentA® Ymg

Lot3 ComponentA® Zmg

Crude
drug Lot1 ComponentBE W mg
B . .
Crude
drug Lot1 ComponentCA Umg
C . .

Upper limit of each component

Lower limit of each component

Pursuit of consistency

Component data management by crude drug lot
(same for crude drugs A, B, and )

Shakuyaku (peony root) divergence distribution

(For peoniflorin divergence (measured value - mean value) X 100/mean value)

(%)
100
80
60
40

__ 60 Despite strict control, there are still inconsistencies in
80 the components of the raw material crude drug ...

Benefits for patients

Optimization of component balance

TJ-68 divergence distribution

(For peoniflorin divergence (measured value - mean value) X 100/mean value)

(%)
100

80
-
40
2

0 WWNM%
-20

-40

-60 . a
a0 Become very small when it is turned into a product

-100

0 50 100 150

(Number of samples)

0 100 200 300 400
(Number of samples)

o

Development of Business in China Leveraging the Tsumura Group’s Strengths

In Japan, the portion of the population aged 65 and over
surpassed that aged under 14 in 1997, and the country is now
known as the fastest aging country in the world. However,
population aging is advancing globally, and the portion of
the population aged 65 and over (aging ratio) is expected to
increase rapidly over the next 40 years.

China is also experiencing a falling birthrate and aging
population. The Tsumura Group has defined its vision for the
China business as contributing to the health of the citizens of
China through its accumulated technology and experience,
and is steadily putting it into action.

The Healthy China 2030 initiative promoted by the
Chinese government places importance on both modern
medicine and Chinese medicine. It promotes the development
of rules regarding traditional Chinese medicine production
and also encourages expanding the scale of production.
Within traditional Chinese medicines also, the key to the
development of traditional Chinese medicinal products is

Process for Managing Consistency

Quality testing

Management

Quality testing

standardization, and the Chinese government views the
standardization of traditional Chinese medicinal products
as a priority issue. The Tsumura Group seeks to achieve the
standardization of traditional Chinese medicinal products
and contribute to the development of the Chinese medicine
industry. We will do this by using our technologies and
expertise related to safety, efficacy, and consistency, which
have been honed in the Kampo business.
In addition, with regard to the sale of raw material crude
drugs and drug pieces, we will contribute to the citizens of
China and healthcare by supplying high-value-added services
using high-quality crude drugs.
We aim to continue striving to be a corporate group that
contributes to the well-being of people, societies, and the
environment globally by working to create shared value with
all stakeholders involved in our value chain, and to popularize
pharmaceutical products derived from natural substances.

using GACP

Raw material crude drug cultivation

and procureme and processing

l

Management

= For details, see page 53 “Strategic Challenge 3".

Quality testing
(powdered extract, extract granules, products)

using GMP*7

Manufacture

Crude drug Crude drug

production quality

information information
Producer Purchasi Physical and S I
information ml'c z;smg chemical test Iup?y
Cultivation history only ot raw Residual only ot raw
PN material crude agrochernical test material crude

grochemical an

fertilizer application drugs thét Microorganism test drugs tha_t
history comply with u e clear quality
Processing and the Tsumura (ey/ SN =G standards to
preparation history GACP sitc each plant
Shipment history

Manufacture of formulation
using pre-specified crude
drugs based on data and

expertise

M Aggregation and
management of crude
drug component data for
each tested lot

M Preparation of crude drugs
to be used to optimize
component balance

Kampo formulation
manufacturing process
based on concentrated

expertise and technology

W Proprietary manufacturing
line to minimize
component changes

M Control of manufacturing
conditions for each item to
realize consistency

| |

Kampo
extract
formulation

Formulation
that ensures
safety,
efficacy, and
consistency

*7 Good Manufacturing Practice. A Ministry of Health, Labour and Welfare ordinance that sets out permission requirements for the manufacturing of pharmaceutical products and quasi-pharmaceutical
products, as well as requirements for obtaining marketing authorization, with manufacturing management and quality control standards for pharmaceutical products and quasi-pharmaceutical products.
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Medium-Term
Management Plan

Having positioned this as a
foundation-building stage for realizing the
long-term management vision, we will steadily
execute our strategies.

Financial and Pre-financial Highlights

Increasing Corporate Value and Pre-financial Indicators

As a financial strategy for increasing our corporate value over

the medium to long term, we are managing action evaluation
indicators in our Kampo value chain, aiming to expand our
business scale, increase profit margin, and invest for growth.

In cultivation, procurement, manufacture, and R&D, we aim to
reduce the purchase price of crude drugs by expanding the ratio
of cultivated land under our own management and promoting
cultivation of wild crude drugs. In addition, we will see efficiency
increase with growth in production volume following the
expansion of the Kampo market, and we will also increase the labor
equipment ratio through the adoption of Al and robotics, including
the introduction of automated crude-drug sorting machines with
Al.We aim to reduce processing costs by using and enhancing

big data pertaining to manufacturing and quality to realize smart
factories. We will maintain R&D investment at 5% or higher of

net sales, investing heavily and giving priority to areas such as

new disease, promoting personalization of Kampo treatment,

and pre-symptomatic disease. In the areas of sale, education

and popularization, we are working to expand standardization

of Kampo treatment by increasing the number of physicians
prescribing 10 or more prescription Kampo formulations and by
increasing the number of write-ups in the treatment guidelines. We
will also work to personalize medicine and to take on the challenge
of pre-symptomatic diseases. Moreover, we will support Kampo
medicine education, so that it is a required subject in all university
medical departments, Kampo outpatient services are established,
and study sessions for teaching staff development are held to
enable them to give instructions in Kampo medicine. In the China
business, we will work on business expansion towards achieving an
overseas sales ratio of 50% or higher.

Financial strategy Activity evaluation indicators

Sal th rat
Growth Gross profit —_ Salesgrowthrate |
" Expansion of o ti — margin —{ CoGS ratio ‘
i eratin:
pusinessscale ';)roﬁt ) () —{ NHI price revision rate ‘
margin -
Profitability (&) SG&A ratio —{ Personnel expenses ratio ‘
. = in profit — - "
Medium- to "C'e:'s:r'g'::m ( ~ ) —1 Activity expense ratio ‘
long-term —{ Other expense ratio ‘
corporate
value W(I)rking —{ Inventory turnover rate ‘
increase |___capital turnover "
Invested rate —{ Trade receivables turnover rate ‘
|| Investments tcapltal (&) —{Accounts payableturnoverrate‘
for growth urnover
rate " Property, plant and
(&) tF'Xed asse: equipment turnover rate
™~ turnover rate
Intangible assets
turnover rate

Cultivation, procurement, manufacture, and R&D

+Crude drug procurement price( % )

“Ratio of cultivated land under our own
management ( &)

+Processing unit cost( % )

+Physical labor productivity ( & )

*R&D expenses ratio(=)  etc.

Sale, education, and popularization

-Sales growth by business( & )

*Number of physicians prescribing 10 or more
prescription Kampo formulations( & )

. I(\lum)ber of write-ups in the treatment guidelines

»

*Number of universities teaching four or more
Kampo medicine courses( & )

*Number of universities with established Kampo
outpatient services( & )

*Number of universities holding study sessions for
teaching staff( &

«Labor productivity( & )  etc.

Market environment in fiscal 2022

Domestic market

Under the Ministry of Health, Labour and Welfare's
“Comprehensive Strategy to Strengthen the Pharmaceutical

China market

In the Outline of the Healthy China 2030 Plan, importance is
placed on both modern medicine and Chinese medicine. It

Industry,’Kampo medicine is clearly described as playing an
important role in healthcare in Japan, and the need for it is
increasing year by year. Against this background, the prescription
Kampo formulation market grew 5.1% year on year to 181.9
billion yen.

(Billion yen) B Market overall (left axis) %)
200 —O— Tsumura's share (right axis) _ 900
1730 1819
6 1583 161.0

150 1361 1405 1460 1481 1509 153
O

100 ’ 832 800

50

700

promotes the development of rules regarding traditional Chinese
medicine production and also encourages expanding the scale
of production, while also implementing measures on theoretical
research and drug development. Against this background, the
traditional Chinese medicine market grew 5.6% year on year to
13.9 trillion yen (RMB 7304 billion).

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscalyear)

*1 Calculated at 1 RMB = 19.05 JPY (as of the end of December 2022)

(Trillion yen) M Traditional Chinese medicine market
15
o - 139

12 12 : 18

9

6

3

0

2018 2019 2020 2021 2022 (Fiscal year)

*2 Chinese Ministry of Industry and Information Technology, National Bureau of Statistics of China data
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Management indicators

(Billion yen) M Net sales (left axis) MMOperating profit (left axis) —O-ROE (right axis) (%)
160 18.0
140 140.0

150
120 1178 1209

110.0 1104 1126 1149

120
100
80 9.0
60

6.0

40

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

Indicators for net sales

(%) 00 —0O~ CoGS ratio <O—Gross profit margin —<O— SG&A expenses ratio =O—Operating profit margin

70.0

60.0

50.0

17.3

17.6 17.6

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

R&D expenses, capital investment for property, plant and equipment,
and depreciation

(Billion yen) R&D expenses M Capital investment for property, plant and equipment B Depreciation

12 1.9

1.1 114 111

10 10.1
96
89 2.0

84
8 8.2

8.7

73 7.5

6.2 64 63 626364 88
. | 5o

56

53
48 >0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

Net sales: Sales of prescription Kampo
formulations in the domestic business
increased by 4.6% year on year,
reflecting the effects of e-promotions
and growth in demand for
prescriptions related to the symptoms
and after-effects of COVID-19 infection.
In the China business, sales increased
by 54.6% year on year, mainly due

to expansion in sales of raw material
crude drugs in the crude drug
platform.

Operating profit: Profit decreased due
to impacts such as high prices for raw
materials and energy coupled with
the yen's depreciation and temporary
expenses related to the start of
operations at the Tianjin Plant.

Note: From fiscal 2021, the Accounting Standard for
Revenue Recognition has been applied.

Gross profit margin: The CoGS ratio
rose as the impacts of NHI drug price
revisions, high prices for raw materials
and energy, and the yen's depreciation
exceeded that of higher productivity
associated with an increase in
production.

SG&A expenses ratio: The ratio
declined, mainly reflecting increased
efficiency in sales promotion expenses,
despite temporary expenses incurred
for the start of operations at the Tianjin
Plant.

Operating profit margin: The margin
decreased as an increase in the CoGS
ratio exceeded the decrease in the
SG&A expenses ratio.

Note: From fiscal 2021, the Accounting Standard for
Revenue Recognition has been applied.

R&D expenses: Expenses increased,
mainly for building evidence for
Kampo formulations and the market
launch of Daikenchuto in the United
States.

Capital investment for property,
plant and equipment: Investments
were made mainly for the new
construction of the Tianjin Plant,
renewal of the Shanghai Plant, and
expansion of other manufacturing
processes.

Depreciation: Depreciation increased,
mainly in conjunction with the
operation of the Tianjin Plant.

Cash flows
(Billion yer) I Cash flows from operating activities (left axis)  ~O~Balance of cash and cash equivalents (right axis) (Billion yen)
60 M Cash flows from investing activities (left axis) 047 100
[ Cash flows from financing activities (left axis) )
50.3
783 80
45 ®
60
30
40

(18.5)
(30) (233) (23.4)

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

Drug-fostering program formulation net sales

(Billion yen) —0O—100 Daikenchuto ~ =O- 054 Yokukansan —(O~-043 Rikkunshito
12 ~0~107 Goshajinkigan —O— 014 Hangeshashinto
10.2 103 105 104 103 103
0 97 o2 05 97
8
6
2
1.1 1.2 12 1.2 13 13 1.3 14 13 13
0

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

“Growing"” formulation net sales

(Billion yen) —O~041 Hochuekkito —O— 017 Goreisan —O— 024 Kamishoyosan  —O~108 Ninjin'yoeito

8 -0~ 137 Kamikihito =0~ 068 Shakuyakukanzoto —O— 029 Bakumondoto 26 77

6.9 7.0 7.1 7.1

20

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

Notes: 1 From fiscal 2021, the Accounting Standard for Revenue Recognition has been applied.
2 From fiscal 2022, Ninjin'yoeito and Kamikihito were added in place of Shakuyakukanzoto and Bakumondoto.

Cash flows from operating activities
mainly reflected income from

profit before income taxes and
expenditures for income taxes paid.
Cash flows from investing activities
mainly reflected expenditures for
purchase of property, plant and
equipment, while cash flows from
financing activities mainly reflected
income from the issuance of bonds
of 30.0 billion yen. As a result, the
balance of cash and cash equivalents
at fiscal year-end increased.

Drug-fostering program formulation
net sales rose 0.6% year on year to
29.2 billion yen, mainly reflecting the
impacts of a limitation on shipments
imposed from August 2022 due
to a surge in demand due to the
spread of COVID-19 and extremely
hot weather, as well as a partial
restriction on information provision
activities.
Notes:
1 Daikenchuto, Yokukansan, and Rikkunshito
were designated as drug-fostering program
formulations in fiscal 2004.
2 Goshajinkigan and Hangeshashinto were
designated as drug-fostering program
formulations in fiscal 2009.

3 From fiscal 2021, the Accounting Standard for
Revenue Recognition has been applied.

“Growing"formulation net sales grew
10.3% year on year to 23.1 billion

yen due to significant growth in
sales of Hochuekkito, Goreisan, and
Kamikihito.

Goreisan grew due to measures

such as holding seminars in

the cardiovascular field, while
Hochuekkito and Kamikihito grew
through information provision
activities aligned with needs such as
fatigue, anxiety, and insomnia related
to the after-effects of COVID-19.
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Growth in the sales volume of prescription Kampo formulations (129
formulations)

(Ten thousand units) M Sales volume of prescription Kampo formulations
3,000

2,562
2,500 2,446

2,000

1,929
1795 1,876

1,500

1,000

500

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

Effects of reforms in information provision activities

(Ten thousand impacts) MNumber of detailing impacts due to MR activities*' (left axis) (%)
600 WNumber of detailing impacts due to e-promotion*? (left axis) 40
~(ORatio of physicians prescribing 10 or more prescription Kampo formulations (right axis)

500 477
30

400

300 20

200
10

100

0 0
2019 2020 2021 2022 (Fiscal year)

Establishment of evidence of efficacy of Kampo formulations

(Listings) WNumber of medical guideline listings for Kampo formulations (Type B and above)
120

102 104
100

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 (Fiscal year)

The Company supported the
establishment of Kampo medicine

in university medical departments,
medical colleges, and designated
hospitals for postgraduate clinical
training, as well as enhancement

of education. In addition we have
been building evidence for Kampo
formulations since 2004 to promote
drug-fostering. By accumulating a
large quantity of evidence, we have
increased the number of write-ups

in treatment guidelines, mainly of
drug-fostering program and “Growing”
formulations.

Furthermore, by working to reform
information provision activities, such as
e-promotion using digital technology,
sales volumes have increased by 1.4
times over 10 years.

From fiscal 2021, we have
strengthened e-promotions and
enhanced information provision
methods, including video streaming
on owned media and online seminars,
approaching medical professionals
via a variety of methods. As a result,
we have significantly increased

the ‘detailing impact,'which is the
number of times that physicians
have recognized information,

with accompanying growth in the
percentage of physicians who have
prescribed 10 or more prescription
Kampo formulations.

*1 Detailing, online interviews, in-hospital briefings,

etc. provided via MRs
*2 Activities to provide information via online
means, without the involvement of MRs

To address claims of a lack of scientific
evidence for Kampo medicine, we
have been establishing evidence
through research, mainly on drug-
fostering program and “Growing”
formulations. These efforts have
resulted in a yearly increase in the
number of write-ups in treatment
guidelines*¥ and an understanding
among physicians that Kampo
formulations are a kind of standard
treatment.

Going forward, to further expand
Kampo as a standard treatment, we
will work to create research results with
the aim of increasing new write-ups
and recommendation levels of Kampo

formulations in treatment guidelines.

*3 Guidelines created by physicians to determine
appropriate diagnosis and treatment methods
based on scientific evidence.

Expand cultivated land under own management

(%) —O Ratio of cultivated land under our own management
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Status of employees
(People) Number of Employees : IlNon-consolidated (left axis)  IMAffiliated companies (left axis) (%)
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Education cost per employee

(Thousand yen)
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As a measure to stabilize the prices
and quantities of raw material crude
drugs and to strengthen quality
assurance, we are continuously
working to expand cultivated land
under our own management,** which
has brought the ratio to around 80%.
We aim to continue expanding the
ratio of cultivated land under our own
management going forward.

By managing the entire process

from cultivation and procurement

of crude drugs used as raw materials
for Kampo formulations through to
manufacturing and sale of extract
formulations, we are able to provide a
stable, efficient supply of high-quality
Kampo formulations, which is a source

of competitive advantage.

*4 Land with regard to which Tsumura can
provide direct cultivation guidance, maintain
an understanding of cultivation costs, and set
crude drug procurement prices.

Under a policy of continuing fair

and equitable hiring and promotion
practices emphasizing diversity, we
are working to maintain and continue
a 50% ratio of female hires, and the
ratio of female employees has been
increasing.

Furthermore, we encourage proactive
participation of women in the basic
management course, a program for
fostering management personnel
and management candidates, and
hold development seminars for
female managers. Through these and
other efforts to support early career
development and formation, we

aim to achieve a 30% ratio of female
managers by fiscal 2035.

Note: The ratio of female managers is as of April 1
each fiscal year

Guided by the concept that the
organization and human capital is
the real source of value creation by
a company or business, we invest
proactively in human capital, and
we are increasing our per-employee
expenditure on education.
In fiscal 2020, the amount of
expenditure dipped temporarily
due to COVID-19, but recently the
number of training sessions itself
has increased due to factors such as
Internet-based sessions.
Note: Non-consolidated education cost
per employee is calculated as non-
consolidated education cost / number of

non-consolidated employees (number of
employees as of March 31 each fiscal year).
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Medium-Term Management Plan Outline

Using Backcasting in Management

To realize our long-term management vision, we created medium- investment areas include R&D, with priority given to promoting

term management plans as a road map by clarifying our business personalization of Kampo treatment and scientific research on

visions and strategies then backcasting and dividing them into pre-symptomatic disease.

three stages. The domestic business for prescription Kampo formulations
The first medium-term management plan corresponding is currently the main area of our business model, which makes it

to the first stage (fiscal 2022 to fiscal 2024) is positioned as a difficult to pass on increases in prices for energy and raw materials

period for up-front investment. We have set out five strategic and the impacts of the yen's depreciation. We have set numerical

challenges and numerical targets. We will invest in production targets with an eye on the level that we should achieve to realize

facilities and other areas for enhancing production capacity and our long-term management vision.

productivity (@utomation and DX), with a view to supporting the Under our plan, in the second stage (fiscal 2025 to fiscal

sustainable, stable growth of the domestic business. We will also 2027), our invested businesses and facilities will enter full

invest in construction of an IT platform for the China business, as operation, and in the third stage (fiscal 2028 to fiscal 2031) we will

well as M&As to gain entry into the traditional Chinese medicinal receive full returns on our investments in the form of profits.

products business in our formulation platform. Other major

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

1st stage 2nd stage 3rd stage
FY2022-2024 FY2025-2027 FY2028-2031

i

-Germination- -Growth- -Flowering-

Standardization of
Kampo treatment
Personalization of
Kampo treatment

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

50% of physicians writing
basic prescriptions in all
treatment areas

Prescription Kampo business

Personalization of
Kampo treatment / /. )
Research and development ESEgiileilee} Research Develop Social implementation
g_re—symptomanc

Iseases

TINTEGET M Traditional Chinese . .
medicinal products Build infrastructure Establish brand
platform business
I

i Crude drug, drug pieces, . 5
bChlna ONEEGILG) and Yakushokudogen Expand sales Establish brand Lead industry development
usiness platform products
|
Research Traditional Chinese ! . Develop evidence for traditional
é/leer?tgne Research Establish Expand functions Chinese medicinal products

Shift to monitoring &

anagement Realize smartification of factories

Smart factory Expand scope of automation

“ Sales per MR (yen/MR)
Iaabo.r . Physical labor productivity (box/person)
productivity L Productivity doubled
(compared to fiscal 2021)
Crude drugs

Labor costs for the amount of arranged
crude drug (yen/ton)

Numerical targets (fiscal 2024)

Net sales Operating profit ROE
¥1 62.0biuion ¥29.0biuion 8%

Prerequisite: (Drug price revision) FY2022, FY2023, FY2024 (Exchange rate) FY2022: JPY 19.5/RMB, JPY 125.0/USD FY2023 - 2024: JPY 19.0/RMB, JPY 120/USD
Note: As of May 2022

Strategy by Business

Prescription Kampo business \

Contributing to the realization of a medical setting where all patients
can receive Kampo treatment suited to them individually, regardless
of the medical institution or clinical department.

ssauisng

Establishment of Kampo medicine

Realize a situation at medical institutions where one in two
physicians (50%-plus) will write prescriptions for all the “basic
prescriptions for treatment areas” based on Kampo medicine.

/

AbBajens
ssauisng

K China business \

Achieve a situation where we are contributing to the health of
the people of China.

Be a traditional Chinese medicine company
that is trusted in China

Become recognized as a traditional Chinese medicine company
that is contributing toward the health of the people in China.

N /

First Medium-Term Management Plan: Strategic Challenge

Growth Earnings power
(Expand business scale) (Enhance profit margins)

Growth investments for the future

Operating profit Invested capital m

margin turnover rate

Strategic challenges
. Working capital Fixed asset
Gross profit SG&A ratio
turnover rate turnover rate

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

Using KAMPOmics to build evidence on Kampo and
promote the scientific study of presymptomatic diseases

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

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

and promoting reform to boost job satisfaction

Initiatives for realization of the Sustainability Vision

VvV |V |V |V VvV | W'

5 Creating value through organization and human capital

Expansion of Business Scope

In the first medium-term management plan, we aim to achieve a CAGR
of 5% for net sales in the domestic business, which is higher than
previous levels, due to stable and continuous growth accompanying
the increasing number of physicians prescribing Kampo formulations
and the expanding market.

In the China business, we aim for high sales growth with a CAGR
of 30% for net sales in the crude drug platform, which is centered on
sales of raw material crude drugs and drug pieces. In the formulation
platform, we aim to achieve entry into the traditional Chinese
medicinal products business through M&As.

China business
(formulation platform)
/ Enter the traditional Chinese

medicinal products business

China business
(crude drug platform)
Contribution to high growth and steady profits

Fiscal 2022 to fiscal 2024 CAGR of %

Domestic business

Stable growth and the development of
new Kampo-related areas

Fiscal 2022 to fiscal 2024 CAGR of 5%

2021 2022 2024

RISINICIEETA Second and third medium-term
IMENEEMEREYENRY management plans (fiscal 2025 to fiscal 2031)
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Message from Co-COO

Value Enhancement of Naturally Available Prescription Formulations, and DX Promotion for

| work to realize the Group vision Stability and Efficiency of the Entire Supply Chain

43

through Kampo value chain reform.

Kei Sugi

Director and Co-COO
(Co-Chief Operating Officer)

Progress in All the Strategic Challenges “Dam Management” Following Shipment Limitations Last Summer

Starting with fiscal 2022, when we implemented a range

of measures to achieve our long-term management

vision, we have designated this decade as an important
period for change, transforming the Tsumura Group from

a Japanese Kampo pharmaceutical maker into a global
healthcare corporation and expanding our business into pre-
symptomatic disease and healthcare. In fiscal 2022, the first
year of our first medium-term management plan, we made
steady progress in five key areas of strategic challenge despite
the effects of rapidly changing external factors, including
exchange rate fluctuations and accelerating inflation.

That said, I take our decision to limit shipments last
summer very seriously. Taking lessons from this event, we must
begin “dam management,"which allows for optimal control
of our capacity to produce Kampo formulations. Specifically,
where plants and facilities are concerned, we determine the
characteristics and most economical operating rate of the
production equipment we have, and make adjustments across
the Group to ensure we always have extra capacity. In terms

of operation, we are reviewing our entire production process,
including tasks that involve people and organizational systems,
to allow for flexible response to fluctuations in demand.

In our domestic operations we are working to achieve the
goal of having at least half of all physicians in practice reliably
prescribing ten or more prescription Kampo formulations
during the period of our first medium-term management
plan. In fiscal 2022 that percentage grew from 26% to 32% in
just a year, a successful result of our more diverse methods
for providing information, combining online promotions with
initiatives to build provider relationships.

I think this demonstrates that there is plenty of room
for major growth in the Kampo market. By providing quality
information to meet the individual needs of physicians,
including those who we have yet to reach, we are working
hard to achieve a medical setting where all patients can
receive Kampo treatment suited to them individually,
regardless of the medical institution or clinical department.

I think digital transformation (DX) for the Tsumura Group has to
pivot on Kampo value chain reform, with two areas of focus.
QOur first focus is to raise the value of Kampo formulations
made from multiple, naturally available ingredients. As a
result of substantial progress in artificial intelligence and
technologies for analysis of complex ingredients, we are
seeing potential for a major leap forward in our effort to build
a library of evidence for prescription efficacy and safety, as
well as enhanced management of product quality. Based on
our research results, today we are building a comprehensive
database linking multiple ingredients from the stage of
medicinal plant cultivation to production of formulation,
for use in diagnostic support systems for more precise
prescriptions. These initiatives, | think, will lead to personalized
healthcare catering to each individual.

Our second focus is automation of planning in the
supply chain. Raw material crude drugs are natural resources
with unevenly distributed content of effective components,
which need to be managed within acceptable levels to be
commercially marketable. In the past the work of planning
ingredient blends and specific ingredient combinations was
done by employees with many years of experience. In July
2023 we started operating our own planning system for
compounding crude drugs, which makes it possible to plan a
few years further ahead than just the few months that manual
processes could afford us. By linking this system with the entire
Kampo value chain we hope to dramatically improve the
reliability and efficiency of our entire supply chain, optimizing
inventory levels and instituting other controls.

Introduction of integrated core system; Digital transformation of Kampo value chain; Completion of data-

driven management

plans m—— Process

Crude drug compounding

M Suppl Crude dru,
I. [ chgljr)1y ——l v procuremegnt —)

planning system

Production < > H H Sales
process L..'Tr_.J process

Accumulate/integrate data in real time G Centrally manage Group-company information in the cloud

Supply f Cost of

Sales ; Purchasin ; Book-

support de?rr!lgnd Production /inventor;% Accounting gos%?g closing Budget HR Other
Integrated core system

Individual system

Establish a management IT infrastructure

Individual system

that will be the core of DX

Making Sustainability Initiatives Effective while Encouraging Mind Shifts for All Employees

The Tsumura Group makes the most of Nature's blessings to
promote health for each individual, and for that its business is
fundamentally sustainable. The medicinal plants that provide
the ingredients of our products absorb carbon dioxide as they
grow, giving us the potential to contribute to carbon reduction
just by doing business. At the same time, however, reduction
of the total carbon footprint of our production and distribution
processes remains a challenge. So we are systematically
working to address the issue by introducing solar energy to
our production sites and developing a model for recycling
wastewater and crude drug residues.

In fiscal 2023 we opened an employee stock-ownership
plan. By linking medium- to long-term sustainability vision

with remuneration and communicating the intent of the
vision that requires the involvement of every employee to fully
realize, this plan is designed to promote a shift in employee
thinking in our daily work. We make our sustainability efforts
more effective by increasing employee engagement and
setting a clear direction for our organization.

Given the rapid progress of digital technology, | clearly
see the opportunity to finally resolve some challenges that
we've long struggled to resolve. Taking advantage of my own
experience in studying computer science and handling supply
chain management as my specialty, 'm working to have our
entire organization embody our Corporate Value, “The Best of
Nature and Science”
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Financial Strategy and Capital Policies

Cash Flows from Operating Activities

To generate operating cash flow, we will sustainably expand
the Kampo business in Japan and expand the business of our
crude drug platform in the China business. Meanwhile, in our
formulation platform, we aim to enter the traditional Chinese
medicinal products business through M&As.

We are experiencing impacts from the external environment,
such as inflation-driven price increases for raw materials and
energy and the yen's depreciation. Nevertheless, we will aim to
stem the decline in the gross profit margin by reducing the cost
ratio in association with expansion of the sales and production
scale, hedging exchange rate fluctuation risks through forward
exchange contracts, and stabilizing raw material crude drug prices
by expanding the Company’s own self-managed gardens. We aim
to increase the operating profit margin through measures such as
controlling SG&A expenses, giving consideration to the balance
between expenses and up-front investments.

Our goal for the working capital turnover ratio is to
maintain it at the current level as far as possible. Although we
aim to increase the inventory turnover ratio by enhancing our
SCM system, there are also negative factors such as revising the

Expand business scale and improve
profit margins

Improve inventory turnover by using
SCM and enhance logistics efficiency

Operating CF

Bolster balance sheet management at
the China business

Procurement for growth

investments Interest-

bearing debt

appropriate level of inventory from a business continuity plan
(BCP) perspective and the impact of the yen's depreciation.

The fixed asset turnover ratio is declining due to factors such as
up-front investments in production equipment and IT systems.
However, by controlling this as much as possible by using a
vertical start-up or other approach, we will minimize the decrease
in the investment capital turnover ratio.

Through these initiatives, we aim to generate stable
operating cash flow.

During the first medium-term management plan, we will
focus on up-front investments for further growth and business
scale expansion. In addition to generated cash flow, we also plan
to procure funds.

On September 8, 2022, we issued a corporate bond for
30.0 billion yen to provide funds for part of the redemption
of existing bonds and for growth investments. Through strict
investment evaluation management, we will conduct disciplined
growth investments, aiming to increase corporate value through
realization of the long-term vision, while maintaining a sound
financial position.

Shareholder Continue to pay out a stable
returns dividend

Foundation
investment

«——— Establish business foundations

- [T infrastructure reforms
+Maintain and renew existing facilities

Investment in future growth

+Strengthen production capacity
+DX investment

+Sustainability investment
in\?ergtvr\ﬁznt +M&A investment in China

Execute disciplined investments by
managing investment valuations

-term Image of Investments and Finances

Business/operations
getting into full swing

3rd stage
FY2028-2031

—Flowering—

ROI getting into full swing

Sales/production

1st stage 2nd stage
FY2022-2024 FY2025-2027
—Germination— —Growth—
-fi i
Financial Up-front investments
infrastructure
Capital .
investment/ Growth investment

!nveStment 'Secure production capacity for sales expansion
in research,

M&A, etc.

preciation expense

Foundation investment

Increase in Earnings Capability of the Domestic Business

Realize sales growth that outperforms previous
performance

Sales Sales growth rate for the 129 prescription Kampo products (annual
avarage)
2017-2021:+3.8% = 2022-2024: +5.4%

Selling Continue to promote selling prices for Tsumura Kampo
price formulations
Cost of o . . .
goods sold Curb the rise in CoGS by improving productivity

R&D Implement controls by planting seeds for the future and
narrowing down R&D themes

Improve added value per person and implement controls for

Personnel optimum personnel

Realize a full-fledged management of cost benefits and scale

Expense expense to proper levels

- 18

12 ,
10 . T L/\
—_ Rapid yen depreciation in value ,
Earnings power

Soaring materials cost
5 Initial impact of new plant operations

2017 2018 2019 2020 2021 2022 2023 2024 (Fiscal year)

*In 2017-2019, estimates applied retroactively for revenue WSEME%U“RELQIT?"\
recognition standards anageme al

Growth Investment for the Future

During the first medium-term management plan, we will invest
approximately 100.0 billion yen into production facilities and

other areas for enhancing production capacity and productivity
(automation and digital transformation), with a view to supporting
the sustainable, stable growth of the domestic prescription Kampo
formulation business. In addition to the new establishment of the
Tianjin Plant, which will manufacture intermediates, we will also
install additional manufacturing processes at existing plants in Japan.

ITinvestments:  Boost efficiency/labor-saving: (Strengthen capacity, including
efficiency enhancements)

Other 4.0 billionyen 10.0 billion yen

Shareholder Returns

Capital investment/DX investment: approx.1 15.0 uvittion yen

We will invest approximately 15.0 billion yen in building an
[T platform and so forth for the China business, as well as investing
in M&As to enable entry into the traditional Chinese medicinal
products business in our formulation platform.

We plan to invest approximately 24.0 billion yen in R&D,
investing heavily and giving priority to new disease areas,
personalization of Kampo treatment and research on pre-
symptomatic disease and science.

Increase production/sales capacity:
90.0 billion yen

Renew existing facilities:
10.0 billion yen

Tsumura’s policy is to have the Board of Directors engage in
discussion each term, aiming for sustainable development of
the Group's business and providing a stable dividend while
considering medium- to long-term profit levels and the status
of cash flows, among others.

Currently, we are in a stage of up-front investment and
platform building for realizing the 2031 Vision. In addition to
continuing to pay stable dividends, we are working to secure
production capacity to support the growth of the domestic
business at a higher level to help increase corporate value
through the realization of TSUMURA VISION “Cho-WA"2031. To
this end, we have also conducted growth investments, such
as M&As and [T platform preparation for expanding the China
business, and DX investments for increasing productivity.

We recognize that a PBR below 1 and ROE of less than 8%
are important management issues, and we will strive to realize
an increase in corporate value in order to eliminate these
issues as quickly as possible.

Dividends and dividend payout ratio

M From Oct. to Mar.

(yen)  mFrom Apr. to Sept. (%)
100 —O-Dividends payout ratio 37.4 40
359 357 356 0]
O0—=CQ Q

2014 2015 2016 2017 2018 2019 2020 2021 2022 _2023 (Fiscal year)
forecast

Note: The fiscal 2023 year-end dividend and payout ratio (forecast) are estimates based on the assumption
that the dividend resolution is approved at the 88th Ordinary General Meeting of Shareholders.
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Message from CFO

Making steady
investment for future
growth, | draw the road
map to higher corporate
value over the medium
to long term.

Muneki Handa

Director and CFO
(Chief Financial Officer)

Kampo Value Chain Built over the Years Is Our Basis for Sustainable Profit

In the Kampo market drug prescriptions will change along
with changing healthcare needs over time, but none of the
129 Tsumura prescription Kampo formulations on Japan's

National Health Insurance drug price list will become obsolete.

In our business we can confidently project sustainable profits
over the long term as we respond to structural changes in
society, such as our aging population and the expanding roles
of women, and related disorders.

The Tsumura Group controls the quality of natural drug
ingredients, from the cultivation of medicinal plants on up,
and has the technologies and expertise to enhance the
safety, efficacy and consistency of our pharmaceuticals. We
have succeeded in securing unique intangible assets on the
strength of the original Kampo value chain we've built over
many years, encompassing the production and procurement
of the medicinal plants that provide the ingredients for our
crude drug products, manufacturing and sales.

Sales volume of our prescription Kampo formulations

Net sales volume for 129 prescription Kampo
formulations

(Million units)
4000
About 60%
3500 growth in the
coming
3000 decade
5500 Roughly 25.63

tripled over

two decades
2000

15.00

1000

8.02

500

02 0304050607 080910 11 12 13 14 15 16 17 18 19 20 21 22 23 24 2031 (Fiscal year)

Note: One unit equals one box with standard packaging (each box contains nine weeks worth of medicine)

has roughly tripled over the past two decades. Affected by
reductions of National Health Insurance (NHI) drug prices,
however, that growth in volume has not translated into
increasing sales value. To increase profitability | think it's
important to better control costs through higher productivity
and other measures while expanding production capacity to
match the steady sales growth.

Our domestic Kampo business is structurally vulnerable
to exchange rate fluctuations because we procure many
raw material crude drugs from China. We hedge exchange

risk using forward exchange contracts, but that's not a
fundamental solution. Over the long term we are working to
expand sales by our Chinese operation to meet those of our
domestic operation, hoping to create a structural risk hedge
as well. In the government drug price revision of April 2023,
40 Tsumura Group products were made eligible for price
re-evaluation as money-losing products affected by a surge in
raw material costs. As a result, our weighted NHI price revision
rate for our 129 prescriptions netted a positive 2.3%.

Invest with a Sense of Urgency to Securely Seize Growth Opportunities

Our domestic prescription Kampo formulation business has
been reliably showing annual growth of 2-3%, but we can see
greater growth opportunities now. With our first medium-term
management plan (FY2022-2024) we are planning for annual
growth of 5%, and working to enhance production equipment
accordingly. We have a plan to expand our newest plant, in Tianjin,
to a third phase to increase its capacity to produce powdered
extracts of Kampo drugs for our domestic operation by over 30%.
Investment scale will be particularly large over the three years of the
first medium-term management plan, including the new lines for
granulation and packaging. We will execute this plan with a sense
of urgency to seize growth opportunities.

Under our long-term management vision, on the other
hand, we are working to raise our proportion of overseas sales

to over 50% of total sales by growing Chinese sales to meet
domestic sales levels. In our crude drug platform, as a leader in

the industry’s development we are working to hold the largest
share of the crude drug and drug piece market in China, and
continuing to enhance our Yakushokudogen product line. The first
medium-term management plan also calls for a compound annual
growth rate above 30%, with external sales greater than 50%.

With our formulation platform we operate by making the most

of our expertise in quality management, evidence-building for
prescription efficacy, and production technology to establish our
brand as a leading manufacturer of traditional Chinese medicinal
products. Also as part of the first medium-term management plan,
we are reinforcing our business foundation by targeting classical
prescriptions.

Correctly Communicate the Essential Value of the Tsumura Group to Stakeholders

Our medium- to long-term challenge is to enhance cash-flow-
focused management by improving CCC*. As an example of
embracing this challenge, we have begun building a system to
realize strategic, optimal crude drug inventory control for the
entire Group.

To build productivity we are using Al, robotics and similar
technologies and implementing Kampo value chain reform in
various areas, from production processes to automated sorting
of crude drugs.

Concerning cash allocation, we plan to procure funds
as interest-bearing liabilities as well as generate cash flow
through regular business operations. Growth investment
to facilitate the expansion of production capacity and
build new systems will be essential to realizing our long-
term management vision. In balancing this with returns to
shareholders, | am aware of issues in upcoming business
development stages that have been on the agenda of our
Board of Directors.

With our price-to-book value ratio below 1, we regret
that we are not measuring up to the expectations of our
shareholders. At the same time, we are working to better
communicate with shareholders to clarify understanding of
unclear factors, including the effects of NHI drug prices on our
domestic operation and strategy for the Chinese operation,
reflecting our responses to turns of events, as well as the value
of our pre-financial capital, which we have not spoken of
enough.

I think my job as CFO is to draw a road map to higher
corporate value over the medium to long term based on
growth strategy. Another, as | understand it, is to correctly
inform our stakeholders about the essential value of the
Tsumura Group through active investor relations. | will
continue to furnish clear evidence of the growth the Group is
making.

* Cash conversion cycle. A financial indicator that shows the number of days between accounts-
payable payments and the collection of trade receivables.
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Strategic Challenge 1

Continuously expanding the Kampo

by providing Kampo solutions that m
the needs of each and every physicia

Strategy Outline

Strategic challenge 1 focuses on our prescription Kampo business
in Japan with the goal of realizing a situation where patients can
receive Kampo treatment suited to them individually, regardless
of the medical institutions or clinical department. Under the first
medium-term management plan, as a first step in this direction,
we are working to continuously expand the Kampo market by
providing Kampo solutions that match the needs of each and
every physician. Currently, we have started building systems for
supplying information on product safety, efficacy, and quality
through optimal channels, centered on Tsumura’s proprietary
"basic prescriptions for treatment areas!* We aim to realize a
situation where physicians use different Kampo formulations
according to the patient’s symptoms.

First, we have set a target of realizing a situation where
at least 50% of clinical physicians are prescribing 10 or more
prescriptions by the end of fiscal 2024. Then, by fiscal 2031,
we will establish the standardization of Kampo treatments by
realizing a situation where at least 50% of clinical physicians are
able to write basic prescriptions in all treatment areas.

Towards the achievement of these goals, we have set
geriatric health, cancer (supportive care), and women'’s health as
important domains, and we are working to dramatically increase

* Prescriptions that can be used appropriately (are indicated) for diseases or symptoms that have
large numbers of patients in each treatment area, set independently by the Company.

the volume and quality of information provided, mainly regarding
drug-fostering program formulations, “Growing” formulations,
and basic prescriptions for treatment areas. In addition, we are
also working on e-promotions using digital technology, mainly
on external medical information platforms and our TSUMURA
MEDICAL SITE. By studying the level of participation in seminars
and data on what contents are being viewed, we analyze the
individual information needs of physicians to implement more
advanced information provision through MR activities and
hybrid-type promotional activities.

Ratio of Physicians Prescribing 10 or More
Prescription Kampo Formulations

100

50% or more

by fiscal 2024
L I $

50%
40"/;‘7 or more

o 26% 32% ormore
(%) 2021 2022 2023 2024 (Fiscal year-end)

First medium-term management plan

Three Important Domains and Drug-fostering Program Formulation and “Growing” Formulation

@ Drug-fostering program formulations (&) “Growing” formulations

Geriatric health Cancer

(supportive care)

Symptoms associated with frailty yeiaticanc pitoatichiof

@ Ninjin'yoeito
Kamikihito Q Yokukansan

neurological disorders side effects, etc.

Drug-fostering program formulations

Considering the structure of disease in recent
Diseases specific years, the Company is focusing its attention on
towomen certain diseases in areas with high medical

needs, for which new Western drugs have not
Kamishoyosan
Kamikihito

Women's health

been successful and where prescription Kampo
formulations have demonstrated special efficacy.
The Company will establish a base of scientific

Overview of E-promotions

Our e-promotions realize enhanced customer experiences tailored to
individual physicians, aiming to increase the quality and quantity of
MR activities based on the behavior data of physicians and MRs.

@ Utilization of medical information platforms

1 Di g italization ® Enhancement of TSUMURA MEDICAL SiTE

Digitalization of customer © Utilization of email marketing
. q @ Enhancement of customer touchpoint
touchpoints and operations sl

information
Centralized management and @ Data linkage based on customers
® Visualization of data

2 centra I ization @ Centralized management of customer

visualization of data

@ Acquisition of insights (hidden customer

3 Data-d riven needs) from database analysis

Activity change from data @ Presentation of recommended actions for
analysis measures and MR activities

We will establish an analytical
foundation for encouraging MRs to
change their activities while giving
consideration to their independence

E-promotions

I have been working to enhance information provision
methods at Tsumura since 2021, mainly through
e-promotion, such as video streaming and web seminars
on owned media. In the initial process of transitioning
from real-world seminars to web seminars at sales
offices throughout Japan, there were some instances

of confusion on sites as we still had only limited
experience and we were still organizing the operation
system when we started. However, | was confident

that we could definitely achieve the transition. This

was because | expected that our MRs would be able to
utilize their extensive experience of real-world seminars
in e-promotions. As we grew more experienced with
using the web, we began to implement a large number
of different ideas. We also held new interactive seminars
such as Kampo Online Salon, which received positive

with several tens of participants were dramatically
expanded to several tens of thousands of participants
using the web format. This was because Kampo
information was delivered to physicians from all medical
departments, and we could see the potential to realize
a situation where physicians use different Kampo
formulations according to the patient’s symptoms.
Currently, the Company is working to establish a
system for analyzing the individual information needs
of physicians based on the level of participation in
web seminars and events and data on what contents
they have viewed, then using the analysis results to
encourage MRs to change their activities. We aim to
realize hybrid promotional activities by using the results
of analysis to provide advice on recommended actions
while giving consideration to MRs'independence. To

Hochuekkito + Associated Rikkunshito
Goshajinkigan formulations Hangeshashinto
+Associated formulations Goshajinkigan

Kamikihito
@ Hochuekkito

. + Associated
Daikenchuto formulations
Rikkunshito

+ Associated
formulations

. “Growing” formulations
Other diseases

and symptoms

Daikenchuto

Goreisan

+ Associated
formulations

feedback from participants. As a result, the number

of participants in our seminars for fiscal 2022 for the

Company overall was approximately quadruple that of

fiscal 2019. organization where digital technology is incorporated
We experienced tremendous satisfaction and into our culture and mindset, while striving to maximize

confidence when seminars that had been held in person customer experience value.

achieve this, we hold weekly meetings with relevant
departments and external partners to develop the
content of our initiatives. We are envisaging an

evidence for these Kampo formulations.

Peripheral symptoms in patients Digestive system

with cardiovascular dibeases diseasas The Company aims to have these formulations

listed in the treatment guidelines as strategic
formulations following the five “drug-fostering”
program formulations. This will be done by
establishing scientific evidence (data on safety,
efficacy, etc,) in areas with low levels of
satisfaction in the treatment and low levels of
contributions being made by drugs.

@ Goreisan
+Associated formulations + Associated
formulations
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Strategic Challenge 2

Using KAMPOmics to build evidence on

and promote the scientific study of
pre-symptomatic diseases

Strategy Outline

In its research activities, Tsumura is gathering evidence for the
efficacy and safety of Kampo formulations and focusing on
expanding the number of write-ups in treatment guidelines and
raising the recommendation level with the aim of increasing the
opportunities for their selection as standard treatments. In our
initiatives for personalized medicine, we conduct research into
responder markers through KAMPOmics® (see below), and we
are working on development of Al-based Kampo medical exam
support system using DX solutions.

In developing the Kampo medical exam support system, we
are currently working on creating objectified Kampo diagnostic
methods (four diagnostic methods)*' using Al and machine
learning with the objective of building a system for scientifically
diagnosing the “patterns™? of Kampo medicine. To this end, we
are also working to improve the accuracy of automated medical
interviews in preparation for a trial operation.

Furthermore, we also aim to address three preventive
measures for pre-symptomatic diseases, which are preventing pre-

symptomatic treatment (prevention of pre-symptomatic diseases),
prevention of aggravation (prevention of disease progression), and
prevention of relapses (post-healing care). To this end, we aim to
establish treatment methods suited for the life stage, symptoms,
genetic makeup and living environment of each person. We will
do this through research into definitions, diagnostic methods,
measurement methods, and reference values based on scientific
evidence. Specifically, we are engaged in elucidation of the
mechanisms of action of Kampo medicines, interaction research,
and clinical research targeting frailty, supportive care in the cancer
domain, and women's health such as premenstrual syndrome
(PMS). In parallel, we are attempting to establish biomarkers that
can detect pre-symptomatic disease, and we will create new value
through the improvement of pre-symptomatic disease using
Kampo medicines.

*1 Kampo formulation is prescribed to match the “patterns” based on the four diagnostic methods used in
Kampo medicine: inspection, listening, inquiring, and palpation.

*2 Evidence of the condition of the person. (Individual differences in physical constitution, physical
strength, resistance, and the presentation of symptoms.)

Tsumura Advanced Technology Research Laboratories Promoting KAMPOmics®

KAMPOmMics® is Tsumura's proprietary research package. It
combines research on cutting-edge technological fields where
Tsumura has strengths (metabolomics,** genetics, intestinal
flora, systems biology,** etc.), and is formulated to gain a
comprehensive understanding of Japanese traditional Kampo
medical science, and of Kampo medicines with their multiple
components and complexities.

Tsumura Advanced Technology Research Laboratories
is conducting clinical research to demonstrate the efficacy

and safety of Kampo medicines based on this package, while
playing a role in building scientific evidence. As a research
organization driving the Company’s R&D, the laboratory brings
together advanced technologies and focuses on proposing
new treatment methods and addressing the challenge of pre-
symptomatic diseases.

*3 Afield of research that performs comprehensive analysis of metabolites and Kampo medicine
components within the body using a mass spectrometer.

*4 Afield of research that seeks to provide a comprehensive explanation of biological functions by
focusing on the interaction between genes, proteins, metabolites and other biological factors.

Prevention Pre-symptomatic treatment

Prevention of progression ~ Prevention of aggravation

Prevention of relapses

Building basic infrastructure for standardziation of Kampo treatment

Scientific study of pre-symptomatic diseases/personalized medicine

Tsumura Advanced Technology Research Laboratories

f Efficacy, safety, and quality of Kampo medicines

Genetic/intron

retention analysis analysis medical interview

Systems biology Automated Kampo Pharmacokinetic Intestinal

Data science

Metabolome Quality
development research

flora analysis analysis

Personalization of Kampo Treatment

Third medium-term management plan

First medium-term management plan
(FY2022 - FY2024)

Diagnosis of deficiency/
excess & chills/fever

Diagnosis of qi,
blood, and body fluids

Horizontal expansion of registry research (joint research by multiple facilities)

(1) Kampo medical exam support system
| |
—_— e — TN =
~—  Automated Kampo i Kampo medical

medical interview exam support

(2) Formula proposal system based on
the Kampo medical exam support system

Aiming to realize a world where

Scientific
Evidence

Second medium-term management plan
(FY2025 - FY2027)

Research phase Development phase Social implementation

(FY2026 - FY2031)

Development & verification step

= Validation tests for automated medical interviews and
formula selection

(1) Trial implementation of the Kampo medical exam support system

= Utilization in education, facility utilization of the automated
Kampo medical exam

(2) Considerations on the application of the formula proposal system (ePRO)
= Kampo medical exam support system x Kampo formula drug
efficacy evaluation

Spin-out Considerations on utilization for healthcare/

well-being

each individual is able to receive the

most appropriate Kampo treatment

Kampo medicines are formulated from multiple
compounds derived from natural substances, and their
efficacy is said to be difficult to prove scientifically. We have
been promoting clinical research and basic research for
many years to address this issue. Recently, we have been
working to build clinical research and scientific evidence to
demonstrate the efficacy and safety of Kampo medicines,
based on the KAMPOmics® package. In fiscal 2022, we
presented a comprehensive explanation of KAMPOmics®
in the academic journal“Gene”published by Elsevier. | hope
to promote essential understanding of Kampo medicine by
clarifying part of the characteristics of the pharmacokinetics
and clinical effects of specific components.

Going forward, in addition to clarifying and
researching evidence, we will make use of advanced
technologies such as metabolomics, systems biology,
and genetic analysis as we focus on establishing the
most appropriate Kampo treatment for each patient
(personalized medicine) and the scientific study of pre-
symptomatic diseases. For personalized medicine, | think
it is important to clarify the common characteristics
of patients for whom a Kampo medicine has shown a
prominent effect. In addition, it is also essential to enable
a scientific and objective grasp of diagnosis of patterns,

which is considered to be in the realm of accomplished
Kampo practitioners. As a technological development

to assist in this, we have been building an automated
medical interview system with the goal of realizing
personalized medicine that fuses Kampo medicine and
Western medicine. Meanwhile, for the scientific study of
pre-symptomatic diseases, we are promoting research into
biomarkers that enable us to understand the status of the
body from pre-symptomatic disease to disease as a system,
and to objectively understand the beneficial effects of
Kampo medicines on the prevention of pre-symptomatic
disease, prevention of disease progression, and prevention
of relapses.

The social implementation of personalized medicine
and scientific study of pre-symptomatic diseases is difficult
for the Company to achieve on its own. We will promote
data-driven R&D with cooperation from research institutes
and partner companies who share our goals. Our role
is to create a virtuous cycle that links the evidence we
obtain through research with social value. We will continue
to explore the essence of life and maintain a sincere
approach to facing social issues, while aiming to realize a
society where each individual is able to receive the most
appropriate Kampo treatment.

TSUMURA Integrated Report 2023
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Strategic Challenge 3

Expanding sales of crude drugs and ¢

3 pieces in China and entering the trad
Chinese medicinal products busines

Strategy Outline

The objective of the China business is to support the
development of the traditional Chinese medicine industry and
to contribute to the health of the people of China by utilizing
the quality, technologies, and skills that the Tsumura Group has
nurtured over the years through our experience in cultivating raw
material crude drugs and manufacturing Kampo formulations,
and bringing those together with the customer base and the
online medical platform owned by the Ping An Insurance (Group)
Company of China.

At each stage of the Long-Term Management Vision, we

Three Platforms in the China Business

Crude drug platform (traditional Chinese medicine

will promote investment in the China business and foundation
building, aiming to raise the ratio of consolidated net sales from
the China business to 50% or higher by becoming a corporate
Group that leads the development of the traditional Chinese
medicine industry. We will develop the health & medicine
business, which covers the areas of healthcare, prevention, and
pre-symptomatic disease, and the traditional Chinese medicine/
medicinal products business, which covers the areas of treatment
and pre-symptomatic disease through the three platforms of
crude drugs, formulation, and research.

A tvati Sale, education, and
Raw material crude drug cultivation and procurement popularizatién

Sale to traditional Chinese

business, health & medicine business)

Affiliated companies: SHENZHEN TSUMURA MEDICINE, Pingcun
(Shenzhen) Medical, Ping An Tsumura Pharma, CHINA MEDICO, Processing —p
Baishan Lincun, Pingcun Zhongying (Hebei)

High-quality raw materials through contracted local Processing —p

production companies

Stable procurement of crude drugs and sale of their
processed products

Supply

Formulation platform (traditional Chinese
medicinal products business)
Affiliated companies: SHANGHAI TSUMURA
PHARMACEUTICALS, TIANJIN TSUMURA PHARMACEUTICALS

Manufacture and sale of traditional Chinese medicine and Kampo powdered
extracts centered on safe, effective, and consistent classical prescriptions

medicine manufacturers, etc.

Crude drug pieces

chopped crude drugs) Sale to hospitals and pharmacies

Yakushokudogen products

(health foods) Sale to general consumers

Sale to hospitals,
pharmacies, and general
consumers

Supply to plants in Japan
(Ibaraki, Shizuoka)

Research platform Affiliated company: PINGAN TSUMURA TRADITIONAL CHINESE MEDICINE TECHNOLOGY

Developing a quality standard for the entire supply chain and conducting production and quality research for
crude drugs and quality research for traditional Chinese medicinal products

Milestones in Each of the Platforms

Aim to achieve an overseas sales ratio of 50% or more, and become a traditional Chinese medicine company that will lead the development

of the traditional Chinese medicine industry

First medium-term
management plan
FY2022-2024

. Enter the traditional Chinese
el LTI N  medicinal products business

Second medium-term
management plan

FY2025-2027 FY2028-2031

Build a foundation for the traditional
Chinese medicinal products business

Third medium-term
management plan

Establish a brand as a traditional
Chinese medicinal products

M&A of a traditional Chinese medicinal products company - company
p|atform s y Qe e G External sales ratio: More than 50% Industry top 10
Increase sales of crude drugs, Establish a brand for crude drugs, drug Crude drug and drug piece Sales outlook
Crude drug drug pieces, and pieces, and Yakushokudogen products company 31at leads the industry’s RMB 3 billi
platform Yakushokudogen product e development ilion
External sales ratio: More than 50% (including M&A) Leading share in China
=NEET( M | Estaplish the Traditional Chinese B i el o e Build evidence in traditional

p latform Medicine Research Center Qi

Traditional Chinese Medicine Research

Chinese medicinal products

Health & medicine
business

Healthcare

China Business Objectives

Traditional Chinese

(prevention)

Nutrition (food),

< Raw material crude drugs

exercise, sleep
< Ginseng >

Yakushokudogen nutritional
ingredients

Prevention
of relapses

7

Health foods by function >

< Beverage by function >

symptomatic
%regtment

(post-healing (prevention of
care) pre-symptomatic
iseases)

medicine business TRment
Expand the
> standardization of and
personalize Kampo
Traditional Chinese medicine _—
drug pieces

services
Personalized medicine,” etc.

Three preventive measures .
for pre-symptomatic diseases < Drug piece added-value

Prevention
aggraovation <OTC classical prescriptions of >

traditional Chinese medicines

(prevention of
disease

progression) - —
Apply for classical prescriptions of
traditional Chinese medicines

Building a Foundation for the China Business

Tsumura started full-scale promotion of the China business
in 2017.That year, we entered a capital and business
alliance with Ping An Insurance (Group) Company of China,
and established Ping An Tsumura the following year as an
investment function for the China business. In 2019, we
established Pingcun (Shenzhen) Medical to take care of
sales functions for the crude drug platform.

Then, in 2020 the Company made Tianjin China
Medico Technology (currently Ping An Tsumura Pharma)
a subsidiary with the objective of acquiring human

system for raw material crude drugs, which are essential

for the China business. In this way, the Company began
full-fledged sales of raw material crude drugs, drug pieces,
and Yakushokudogen products (health foods) in China.
After that, the Company established PING AN TSUMURA
TRADITIONAL CHINESE MEDICINE TECHNOLOGY to operate
the research platform, among other efforts to strengthen
the foundation of the China business.

resources with abundant experience in the traditional Expand _Sa'es channels
Chinese medicine industry and strengthening the supply Build brand
Established Ping An T: i
stablished Ping An Tsumura
Investment function for the China March 2022 RMB1 Ob"
business 2020 iniion
June
2019
April
2019 Acquired 80% equity in
Tianjin China Medico
June Technology Co., Ltd.
2018 Core function for the crude
Established Pingcun drug platform, and health &
December (Shenzhen) Medical medicine business Established PING AN TSUMURA
2016 Sales function for the Changed company name TRADITIONAL CHINESE MEDICINE

crude drug platform
Pharma Inc.

Established Pingcun Zhongying
Established (Hebei) Pharmaceutical
Tsumura China Manufacturing function for the crude
Controlling company for drug platform, and health & medicine
operations in China business

to Ping An Tsumura

TECHNOLOGY

Research platform, traditional Chinese
medicine research function

= For details of terminology such as “drug pieces, please see page 74 “Explanation of Kampo Medicine and Traditional Chinese Medicine”.
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Crude Drug Platform

The crude drug platform serves the functions of cultivation,
procurement, sorting, processing, and storage of raw material
crude drugs used in the domestic business in Japan and in the
China business. It also provides the function of manufacturing
and selling raw material crude drugs, drug pieces, and
Yakushokudogen products in China. With regards to raw
material crude drugs, Tsumura holds cultivated land under own
management throughout China, and with the cooperation of
local companies, we are cultivating and procuring high-quality
crude drugs by managing their cultivation, as well as processing
and producing those crude drugs, in keeping with the Tsumura
GACP.

The raw material crude drugs are exported as raw material
for the Kampo formulations in our domestic business. We are
also working to develop new external sales channels, such as
to traditional Chinese medicinal products manufacturers, by
demonstrating our ability to keep the formulation platforms
supplied as well as emphasizing our superior quality. We are
also working to expand hospital and online sales channels of
drug pieces (chopped crude drugs), which are raw material
crude drugs that have been processed to give added value.
Furthermore, as an outsourced processing service, we are
focusing on spreading “personalized medicine”with increased
consistency and portability of drug pieces.

In addition, for Yakushokudogen products, which utilize

Raw material crude drugs Drug pieces

crude drugs, we will build new sales channels and establish
brand power by making comprehensive use of social media,
e-commerce, live commerce, and other channels. Looking
ahead, we plan to expand our sales channels in the Southeast
Asian markets as well, through measures such as business
alliances with local companies in each country. In the long
term, we aim to lead this industry and grow into one of the top
companies in the world through the sales and branding of high-
quality crude drugs, drug pieces, and Yakushokudogen products.

During the first medium-term management plan, we will
implement the following initiatives to achieve a CAGR of 30% in
sales.

H Promote the expansion of supplied items and brand
penetration for high-quality crude drugs, drug pieces, and
Yakushokudogen products.

B For raw material crude drugs, increase the number of
items in which we have superiority in such areas as quality,
handling volume, and price.

W For drug pieces, continue to expand sales routes to public
hospitals and also increase online sales, with a focus on
priority items.

M For Yakushokudogen products, use superior crude drugs
to develop high-value-added products that match the
healthcare and prevention needs.

')
Yakushokudogen products

Research Platform

The research platform will perform the function of deploying
the quality management technologies and our know-how in
evidence building that we have nurtured through our business
in Japan into our business in China. This platform will serve
the role of developing a quality standard for the entire supply
chain that covers the seedlings of crude drugs to the final
finished product, and will also serve the function of quality
research for crude drugs and for traditional Chinese medicinal
products.

In the future, we aim to become a leading company
in the traditional Chinese medicine industry by delivering
a standardized level of quality in our crude drugs and
formulations and solving problems. We seek to improve
branding and raise recognition to help expand sales of the
crude drug platform and the formulation platform. Currently,
we are exploring schemes for establishing small-scale research
centers and conducting joint research through collaboration
with outside partners that possess talented personnel,
expertise, and research facilities.

Formulation Platform

The formulation platform procures raw material crude drugs from
the crude drug platform, then manufactures and sells traditional
Chinese medicinal products. We are targeting the classical
prescriptions from among the wide range of traditional Chinese
medicinal products, and are aiming to contribute to the health
and healthcare of the people of China by producing and selling
formulations that are safe, consistent, and effective. Classical
prescriptions are a type of traditional Chinese medicinal products,
and the formulas are based on ancient medical texts in China. In
recent years, the Chinese government has given prominence to
classical prescriptions in order to encourage the development of
the traditional Chinese medicine industry, and has been issuing
various preferential policies for them. In addition, many of these
products are similar to Japanese Kampo formulations. In this
external environment, Tsumura will raise classical prescriptions up
into a new and higher stage in order to promote their widespread
use. We will achieve this by ensuring high quality in all steps from
crude drug cultivation to production based on our wide-ranging
expertise, and proving the efficacy of the prescriptions by building
evidence.

As a step towards entering the traditional Chinese medicinal
products business, in May 2023, our Group company Ping An
Tsumura acquired 100% of equity interest in Shaanxi Unisplendour
Life Care Pharmaceutical Co, Ltd. (hereinafter “Unisplendour”).
Subsequently, however, we received notification from the Baaji

municipal government in Shaanxi Province that it had found

a difference in the interpretation of national policy and related
laws and regulations by the municipal government department

in charge of the project. We held multiple discussions with the
department in question, but it was determined that the conditions
for continuation of the project were not satisfied. Understanding
and respecting the opinion of the municipal government, we
transferred the equity of Unisplendour in July 2023.

We are also looking into other ways of entering into the
traditional Chinese medicinal products business other than through
M&As. For example, with regards to the classical prescriptions
(currently 64 prescriptions) that no longer require clinical tests to
apply for market release, which is a change that has been brought
on by the easing of restrictions by the Chinese government, we
are in the process of selecting prescriptions by studying their
marketability and engaging in research and development efforts in
order to launch them into the market.

Despite the transfer of equity of Unisplendour, the policy of
the formulation platform remains unchanged, and we will work
quickly to establish a foundation for participation in the traditional
Chinese medicinal products business.

Over the long term, our aim is to become a trusted company
in the sale of traditional Chinese medicinal products centered on
classical prescriptions.

Capital Relationships of Major Group Companies in China

TSUMURA & CO.

Tsumura China, established in December 2016 [Shanghail

Ping An Tsumura, established in June 2018 [Shanghai]

SHENZHEN TSUMURA Ping Jin Tsumura PINGAN TSUMURA
MEDICINE, I ' - TRADITIONAL TIANJIN TSUMURA SHANGHAITSUMURA
established in March 1991 A Nanch 2020 CHINESE MEDICINE | | PHARMACEUTICALS, PHARMACEUTICALS,
[Shenzhen] [Tianjin] TECHNOLOGY, established in March 2018 established in July 2001
established in June 2022 [Tianjin] [Shanghai]
* [Shenzhen]
100% m 97.65%
Pingcun (Shenzhen) Pingcun Zhongying CHINA MEDICO,
Medical, (Hebei) Pharmaceutical, | | acquisition of equity in Crude drug platf R h olatf
established in April 2019 established in June 2019 March 2020 |:| rude drug patiorm I:I eearch piatiorm
[Shenzhen] [Hebei] [Tianjin] I:I Formulation platform
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Strategic Challenge 4

Innovating the IT platform and crude d
selection, and promoting the impleme

of Al and automation toward reformin

Progress on Automation and Labor-saving

“ 1995-2000 2001-2005 2006-2010 2011-2015 2016-2020 2020-Present

Kampo value chain

Strategy Outline

We will create a smart factory in our manufacturing process as
we reform the Kampo value chain in Japan and overseas, from
crude drug cultivation to sales.

In the period of our first medium-term management
plan, we will advance efforts to automate the processes by
using advanced technologies at our plants, collect data,
visualize it, save energy, and reduce the workload, with the aim
of improving labor productivity in fiscal 2024, the final year of
the plan, by 20% compared to fiscal 2021. Moreover, under our
Long-Term Management Vision 2031, we aim to double labor
productivity compared to fiscal 2021.

Specific initiatives include the implementation of a series
of our automation and labor-saving technologies that we have
been developing into each of our plants, in addition to the
development of advanced technologies for manufacturing
processes that are difficult to automate because of the
complexities of the work involved, such as inspection
processes. We will also advance efforts to gather data and
visualize it to prepare for the future development of new
production systems, such as the use of digital twins.

In cultivation and procurement, we have been
developing automated crude-drug sorting machines powered
by Al, and will introduce these at every location and increase
the scope of items that they can process. Moreover, we will

prepare an T platform for the entire Group in the Kampo value
chain, realizing seamless coordination from sales planning to
crude drug cultivation and procurement planning, aiming to
optimize the distribution of crude drug inventories.

The first medium-term management plan is positioned
as a stage for making up-front investments in order to
secure the production capacity to support a higher level of
growth in the Kampo market than before, and to improve
our labor productivity. To this end, we are planning to invest
approximately 100 billion yen into our domestic plants (Ibaraki
and Shizuoka) and overseas plants (Tianjin and Shanghai
in China) during the three years of the first medium-term
management plan.

Labor Productivity in Plants

‘ Double (FY2031 target) ‘

Around
Around 20% UP
25% UP (Target)
2012

2021 2024 2031 (Fiscal year)

From Increase in Labor Equipment Ratio to Smartification of Factories

First medium-term
management plan
(FY2022 - FY2024)

Promote operational
improvements

+ Promote multi-skilled workers
+ Improve set-up operations

+ Shorten process learning times
« Reset staff assignment criteria

« Reassign staff prevention

Deploy existing technologies horizontally

- Introduce robots for manual labor
+ Automate transport

Equipment

Resolve issues using new technology

+ Automate manual operations with Al
- Realize in-line inspection of all items

material feeding, etc.)

Second medium-term
management plan
(FY2025 - FY2027)

Shift to monitoring &
management
+ Increase efficiency of monitoring

and management work
+ Reduce problems through

- Automate ancillary operations (container lid removal and attachment, technology

Third medium-term
management plan
(FY2028 - FY2031)

Increase sophistication
through use of big data

+ Accumulate manufacturing data
through loT

+ Manufacture efficiently at the desired
level of quality

« Utilize digital twins
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Implement additional
measures through cutting-edge

%’rﬁé’é?sﬁ?; Crude drugs sorting
Chopping, weighing | Crude drug
and mixing extraction
Drying Extract collection _
Raw material \
discharge
Container transport
Extract granule Formulati ‘
manufacturing | Formulation
injection
Container transport
Container washing
. Packaging
Pacm?e'ﬂgga"d Packing into boxes
Pallet stacking
e e p
and transport warehouse 1
Quality testing Testing

We will phase in automated
crude drug sorting machines

Use of Al ;
€0 powered by Al at our locations

in Japan and China

In the Kampo value chain, Kampo formulations pass
through many hands before reaching the patient.

The Technology Development Department has been
developing equipment to automate processes that are
mentally and physically taxing, such as packing into
boxes and transporting heavy items inside plants. These
efforts have gradually increased labor productivity.

On the other hand, the crude drug sorting
operation that takes place in the upstream side of the
Kampo value chain processes items such as plant roots
and stems, which have non-uniform sizes, shapes, and
masses. This makes the process difficult to automate, and
it has been necessary to rely on visual sorting carried out
by people. To address this challenge, in 2018 we started
developing an automated sorting machine powered by
Al. In 2022, the first model was introduced at the Ishioka
Center, and we are currently running it through repeated
test operation, adjustment, and evaluation for an item
with a complex shape. Looking ahead, we will steadily
expand the scope of target crude drugs while looking to
deploy the machines at YUBARI TSUMURA, SHENZHEN
TSUMURA MEDICINE, and CHINA MEDICO. We will
establish low-cost operations at each site while shifting
staff assigned to visual sorting to more productive work.

Our immediate challenge is to create a system
for efficiently collecting a large volume of image
data on which to train the Al. We will address this by
incorporating a system that can automate annotation,*
aiming to shorten the learning time.

We have also started examining systems for
automating primary crude drug processing further
upstream and visual inspections of finished products,
applying our accumulated insight on development.

The technical challenges are formidable, but we plan to
complete development in around three years.

Our vision at the Technology Development
Department is to “Create the future of Kampo using
new technology.” This vision expresses our aspiration
to deliver high-quality Kampo medicines forever, by
independently developing technologies that can
contribute to reducing environmental load, saving labor,
and ensuring consistent product quality. Through the
development of new production technologies, we hope
to contribute to a world where people can be helped by
Kampo medicines anytime and anywhere to live a lively
life.

*The operation of assigning annotations to associated information for each item of
data learned by Al.
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Strategic Challenge 5

Creating value through organization

5 and human capital and promoting
reform to boost job satisfaction

Strategy Outline

The Tsumura Group has created the Long-Term Management
Vision for establishing a new business model that can create
higher added value. Guided by our vision, we will bolster
human capital, which is essential for our future business
development, while engaging in value creation that contributes
to our Corporate Purpose and Corporate Philosophy.

One of the main policies of the vision is Potential-Abilities
Development (PAD). Since there is no model in the world for
the Kampo and traditional Chinese medicine business, we
are working to recruit, develop, and form an organization
from human resources with the potential ability to carve a
completely new path. To draw out the potential abilities of
our employees, the Group is striving to foster a culture that
emphasizes dialogue, with our purposes and values acting as a
centripetal force.

Meanwhile, the Group has also stated the concept of
"an organization mechanism analogous to Kampo medicines”
as our ideal vision for the organization. The crude drugs that
are the raw materials for Kampo medicines each contain
many components, and have medicinal benefits. Therefore,
while they may have plenty of individual character and exert
a pharmacological effect in their own right, by combining
them with other crude drugs, new pharmacological effects are
obtained. An organization mechanism analogous to Kampo
medicines is a situation where the relationship between crude
drugs and Kampo formulations is mirrored in the Company
organization. It represents a system in which human resources
with their different individuality and abilities improve through

Organization

M Off-site meetings for philosophy
propagation

M Corporate philosophy survey
B Corporate-wide commendation, etc.

W Coaching Human resources to aim for |/ -
MTeam building Organization to aim for | uman skdfis frafning semina
HM1ion1 Corporate culture to pursue ) ¥ Advanced/Basic

‘ M Support for basic skill

friendly competition and generate synergies as they perform
their roles to achieve the overall targets of the division. In the
same way, the divisions with their respective independent
functions work in a well-balanced state to generate value

that contributes to the Corporate Purpose and Corporate
Philosophy, generating significant results as a company. In
other words, the crude drugs are a metaphor for people and
divisions, and the Kampo formulation for their divisions and
the company. An organization that remains in a well-balanced
state is truly the definition of the Tsumura Group's ideal human
resources and organization.

To realize such an organization mechanism analogous
to Kampo medicines, we build programs to nurture
management personnel who can carve new pathways from
a global perspective and human resources who can use their
specialization to drive innovation, then implement these
programs in stages. In parallel with this, we are also promoting
diversity and inclusion, which is essential to creating innovation.
We actively hire human resources with diverse viewpoints
and values, including gender, age, and experience of different
cultures. By drawing out their potential abilities, we aim to
encourage the growth of the overall organization and increase
corporate value.

Thus, the Tsumura Group sees organization capital and
human capital as its true sources of sustainable growth, and we
will focus even more on creating an organization mechanism
analogous to Kampo medicines from a long-term perspective,
and on nurturing human resources to lead this organization.

Human resource

M Succession plan
M Talent management

[MIBasic management course

development

W Support for language learning,
etc.

Training of Candidates for Management

The Tsumura Academy was established as an internal
organization for human resource development. President Kato
serves as the head of the academy. It has two broad functions.

One of the functions is to develop candidates for
management, which involves planning and operating
systematic training programs run by internal and external
trainers for management personnel and management
candidates. As of the end of fiscal 2022, 52 employees
completed the three-year basic management course, with 49
employees currently taking the course. Several of the graduates
have been appointed as executive officers or general managers.

The other function is that of fostering the corporate culture,
which promotes the Corporate Philosophy throughout the
Tsumura Group. We are working to foster a culture of dialogue,
which is the foundation of our philosophy-based management,
and on acquiring coaching skills.

In fiscal 2022, we built“T-Next,"a system for producing
the next two generations of management human resources,

Repeated activities to internally

Tsumura promote the Corporate Philosophy

Academy
value of the Tsumura Group

“The growth of a company is founded on the growth

of its organizations, and the growth of organizations

is driven by the growth of people who work therein”
Tsumura's management consistently emphasizes the
growth of people. The Tsumura Academy was established
in 2019 with the purposes of developing candidates for
management and fostering a corporate culture.

In our program for training management
candidates, we have prepared courses such as human
skills training and liberal arts, guided by the idea that
managers require human skills in particular, rather than
skills in general. The courses are intended to deepen the
appreciation of culture that is required of management
personnel by exposing them to academic knowledge in
various fields, with a view to fostering their ability to think
and act.

In the program for fostering the corporate culture,
we hold Philosophy Discussion and Coaching Meetings
to provide opportunities for individuals to consider
and raise their awareness of the Corporate Philosophy
through dialogue, including everyone from executive
officers, general managers, division heads, and section

who will realize the long-term vision. The Human Resources
Department performs the selection, development planning,
assignment, evaluation, and secretariat functions, while the
Tsumura Academy is primarily responsible for development and
systematically producing human resources for management.

Number of people appointed to management
positions among people who completed or
participated in the basic management course
(cumulative)

(People)  MExecutive officer M General manager
10 [ President of Group company in Japan

W President of Group company overseas 9 9
8 |
. -
4
E —
. 1N -
April 2020 April 2021 April 2022 April 2023

Note: Persons in concurrent roles are counted only for the higher ranking role (Month /Year)

will ultimately increase the corporate

heads, to ordinary employees, without division by
organization or rank. At these meetings, we deepen our
understanding of the TSUMURA GROUP DNA Pyramid,
which represents the basic thinking and spirit of the
Group that have been handed down over the years, and
repeat the message that business performance follows
on from results by providing positive change [value] to
patients, customers and society. The goal of coaching

is to act as a lubricant to ensure smooth operation of
the great engine (system) of the TSUMURA GROUP DNA
Pyramid. In fiscal 2020, we began holding a philosophy
discussion meeting and a coaching meeting, and in both
spreading the philosophy and coaching we focused on
“purposes and values”and achieving synergies by sharing
the same direction and goals. We also established the
Group's original “Tsumura’s dialogue theory.”

These Corporate Philosophy discussion activities
lead to the development of potential abilities through
dialogue, with purpose and values acting as a centripetal
force. We believe that continuing them will lead to an
increase in the Group’s corporate value over the long
term.
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Development, Assignment, and Acquisition of Ideal Human Resources

The human resources development policy for the Tsumura Group
is to foster a corporate culture that empowers people to develop
on their own. Based on this policy, we established educational
opportunities for each position level, offered from the perspectives
of people, organization, and management, to provide support

to employees to develop their careers on their own initiative.
Furthermore, we have centralized the basic information, abilities,
and skills of employees and grasped the career aspirations of
each individual, and we have introduced and commenced
operation of a talent management system so that we can reflect
their aspirations in strategic human resource development and

Human Resources Development Policy

assignment of the right people to the right positions.

To realize our Long-Term Management Vision, we will identify
and organize the gaps between the ideal situation for each
division and its actual status, then formulate strategic hiring plans
from both short- and long-term perspectives. Furthermore, we
will promote a balance of new graduate and mid-career hiring to
resolve issues from the standpoint of the five strategic challenges
for the Group and each division's current status. With regard
to ensuring diversity, we have set quantitative targets such as
“maintain and continue achieving a female new graduate hiring
ratio of 50%, and we will steadily promote these.

We shall provide practical training
opportunities for human resources
committed to learning and growing
on their own.

We shall clearly define the ideal human
resources Tsumura envisions and the desired
skills, bolster educational opportunities, and

create frameworks for self-driven learning.

M Early training for human resources that are in
charge of philosophy-based management

M Strengthen training to build a foundation for
Tsumura employees during the first three years
after joining the company

W Acquire the capabilities required for higher
grades before promotion

We shall foster an education-based
mindset with a focus on management
personnel in order to facilitate the
development of people capable of
growing on their own.

Training of subordinates will be positioned
among the most important tasks for managers,
and a mindset of motivating and cultivating
subordinates through their work will be fostered.

M Strengthen the mindset for training
subordinates

M Develop a coaching culture

M Implement one-on-one coaching

M Share training plans (superior- employee — HR
department)

We shall develop frameworks that
allow for the ongoing cultivation of
diverse human resources capable of
supporting management.

Training for junior employees will be tailored
to reinforcing Tsumura’s human resources
foundation as frameworks are developed to
cultivate future management candidates at
all levels of the organization.

B Develop human resources systematically
through T-Next

M Three-year training program for each level
through hands-on experience

M Training for global human resources
M Support independent learning and growth

Improvement in Employee Engagement

To realize our vision, it is essential to increase the engagement

of each employee. We are working to promote the Corporate
Philosophy, implement capability development and career building
to support employees'growth, and establish our environment

in terms of work style and health management, so as to increase
employees'own motivation to contribute to the organization.

We seek to have a corporate culture that draws out the
potential of each individual by autonomous action through
dialogues in which purpose and values act as a centripetal force.
Since fiscal 2017, we have continued holding off-site meetings for
philosophy propagation, where we have dialogue on topics such
as the thinking behind the philosophy system; from fiscal 2018,
we started implementing measures aimed at fostering a coaching
culture. Furthermore, the corporate philosophy survey has been
conducted since fiscal 2017 to measure the degree to which the
philosophy is understood and embraced by executives and general
employees at the Tsumura Group. The purpose of the survey is to
identify issues that need to be addressed through our Corporate

Philosophy promotion activities in order for us to become a‘good
company”and an ‘esteemed company! Survey respondents are
asked to answer each question using a five-point scale. In the fiscal
2022 survey, the average score across all questions was 4.06, up
from the previous fiscal year. In the free comment section, there
was a sharp increase in comments regarding work and its result.
This was interpreted as respondents having a palpable sense that
embodying the philosophy was leading to results.

Corporate philosophy survey

(Score) O An average score of the 30 questions contained
450 in the corporate philosophy survey (5-point scale)
4.25

4.06

400 400 399 402

I 391
375

Long-Term Management Vision 2031
Common KPIs for all executive officers Survey result: 4.0 or higher
3.50

2018 2019 2020 2021 2022 (Fiscal year)

Trust-type Stock Delivery System

In fiscal 2023, Tsumura introduced a trust-type stock delivery
system (share allocation Employee Stock Ownership Plan (ESOP)
trust). We have introduced the system to increase the awareness
of every employee and enable them to leverage their strengths
for the realization of the Purpose and these two new visions and
to cultivate their desire to contribute more. The system delivers
Tsumura's shares in accordance with the degree of achievement
of progress targets for the achievement of the Sustainability Vision
and Long-Term Management Vision 2031.

Career Challenge (Internal Recruiting System)

In fiscal 2022, we introduced a system for providing
employees with opportunities to take on new career challenges
by selecting the kind of work they want to do and the
organization they want to work in. The system is intended to
increase job satisfaction for employees who are motivated to learn
and achieve personal growth, develop their potential abilities,
support new career formation, and strengthen our organization.

Human

Resources
Development

their potential abilities.

The Human Resource Development Center’s mission is to
secure diverse human resources who can maximize the
organization capital and human capital of the Tsumura
Group, and to develop human resources who can lead

in management strategy for an organization mechanism
analogous to Kampo medicines. Guided by this mission,
we are developing frameworks that allow for the ongoing
cultivation of diverse human resources capable of
supporting management.

To develop the potential abilities of our younger
employees, we have set three factors and 24 abilities needed
for work, and presented KPI targets for them, and we provide
a systematic three-year training program that starts when
they join the Company. In 2019, we took practical steps
to implement the Group’s human resources policy, which
is to foster a corporate culture that empowers people to
develop on their own. This involved clearly presenting the
required status and ability for each course and grade, and
building training programs for employees to undertake
self-directed learning. For employees who are to be
promoted, rather than providing a uniform training after
promotion, we have been changing our system to one
where employees evaluate their abilities, gain an awareness
of the abilities required for higher grades before promotion

We support the employment of
people with diverse abilities and
values, and the development of

Reskilling with Digital Literacy Education

To ensure that all employees acquire digital literacy so that
our internal DX delivers a smooth increase in productivity, in fiscal
2023 we started a reskilling initiative to bolster digital literacy.

Health and Productivity Management

As a company that has stated its Corporate Purpose as “Lively
Living for Everyone, we are engaging in health and productivity
management with the aim of contributing to the health of people
and to the well-being of society. Our efforts to support health
have been positioned as being the foundation for the active
participation of women in the workplace, and since fiscal 2022, we
have been covering the expenses for gynecological exams for all
of our female employees. We will continue to foster a corporate
culture in which employees take the initiative themselves to
engage in healthcare.

through personal development, training, e-learning, and
video learning, and undertake learning through practical
experience before being promoted. Looking ahead, we
recognize the need to create systems that will enable
employees to quickly acquire expertise in order to support
their autonomous career development.

Furthermore, opportunities for interaction and
discussion between employees have decreased in the
Group due to the situation during the COVID-19 pandemic
and changes in work styles. To provide a space where
employees of different divisions and age groups can easily
interact, in December 2020 we opened an online salon
called the Hitotsumu Knowledge Cafe. Initially, the salon was
operated mainly based on plans provided by the Human
Resources Department, but currently it functions as a space
where employees provide information as they learn from
one another and exchange opinions on a wide range of
themes such as departmental studies, Kampo, crude drugs,
MBA, and DX. In the near future, we expect to see the
creation of new innovations inspired by this salon.

To realize"TSUMURA VISION ‘Cho-WA' 2031/"the Human
Resource Development Center will continue to support the
employment of people with diverse abilities, experiences,
and values, and the development of their potential abilities.
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Message from Outside Directors

Discussion in the Nominatio muneration Advisory Committee

In Tsumura's Nomination/Remuneration Advisory Committee we conduct
broad-view discussions to make our procedures for selecting and
appointing directors and executives and deciding their remuneration

as objective and transparent as possible. In addition to our discussions

in committee meetings, held eight times a year, we work to understand

the qualities and abilities of executive candidates from their speeches to
present the results of the TSUMURA ACADEMY Department's executive
training program as well as from the executive officer reports in meetings

of the Board of Directors. In these activities committee members tap their
respective individual knowledge to evaluate the candidates and deepen
discussion. The committee’s most important discussion theme, | think, is

. I succession planning. That's because steady progress with training our future
Hiroshi Mlyake executives is a precondition for effective corporate governance. With our
Outside Director . . . .
Chairman of the Nomination / Remuneration Advisory Committee business in China reaching full scale, | understand that we urgently need to
Chairman of Outside Directors'Meeting diversify the core personnel who will lead the operation.

Corporate o~
G overnance \ : . e 3 i Discussion in the Outside Directors’ Meeting

In the Outside Directors' Meeting, | often realize how it gives us part-time
members opportunities to better understand Tsumura Group businesses
and enhance the quality of decision-making by the Board of Directors. From
the standpoint of reinforcing our governance functions, | think we've been
very effective in grasping what is discussed in the Executive Committee, the
Group's executive body, as has our system for getting reports on important
matters directly from floor managers.

In fiscal 2022 we put particular emphasis on discussing large
investments in the Chinese operation as well as mergers and acquisitions.
That's because we needed to raise the quality of decision-making on
these matters, which require quick, flexible decisions.To realize our long-

. term vision, we will continue to monitor the Chinese operation and
Tadashi Okada major investment targets as important discussion themes for the Outside
Outside Director Directors' Meeting.

We continue working for better corporate
governance as the essential foundation
for sustainable growth of corporate value.

Message from a newly appointed
outside director I think my responsibility is to apply my knowledge and expertise

in support of high-quality financial and non-financial strategies,

and contribute as an independent outside director representing

all stakeholders to secure the long-term sustainable growth of the
corporate value of the Tsumura Group. In that, creating a harmonious
balance between social value and economic value is needed based
on the Group's Corporate Purpose and materiality. | will focus my work
on advice and supervision related to balance sheet management and
equity spread to achieve higher PBR, growth-oriented investment with
a medium- to long-term view, and the relationship between ESG and

corporate value.

Ryohei Yanagi

Outside Director
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Directors (as of June 29, 2023)

Front row from left: Hiroshi Miyake, Terukazu Kato, Akemi Mochizuki. Back row from left: Ryohei Yanagi, Tadashi Okada, Kei Sugii, Muneki Handa, Tomihiro Nagafuchi, Mitsutoshi Matsushita

Terukazu Kato
August 26, 1963
President and Representative Director CEO

1986
2001

2011

2012

2019

Joined the Company

President and Representative Director,
TSUMURA USA, INC.

Director and Executive Officer of

the Company, Head of Corporate
Communications Department

President and Representative Director of
the Company

President and Representative Director CEO
of the Company (incumbent)

Year of assumption of the post of Director 2011
Number of shares in the Company held 38,200%

Hiroshi Miyake
August 4, 1949
Outside Director

1973
2005

2010

2015

2018

Joined Mitsubishi Corporation

Senior Vice President, Mitsubishi
Corporation, President, Mitsubishi
International GmbH, and Deputy Regional
CEO for Europe

Senior Managing Executive Officer,
Tokushu Tokai Paper Co., Ltd.
Representative Director, Exective Vice
President, Tokushu Tokai Paper Co., Ltd.
Outside Director of TSUMURA & CO.
(incumbent)

Year of assumption of the post of Director 2018
Number of shares in the Company held 2,500%

Tomihiro Nagafuchi
September 25, 1964

Director and Full-Time Audit and Supervisory
Committee Member

1987
2014
2023

Joined the Company

Head of Internal Auditing Department
General Manager, Director and Full-Time
Audit and Supervisory Committee Member
of the Company (incumbent)

Year of assumption of the post of Director 2023
Number of shares in the Company held 2,700*
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Kei Sugii
December 16, 1969
Director Co-COO

1994

2006
2009
2013
2016
2017

2018

2020

2022
2022

Joined Mitsubishi Petrochemical
Engineering Corporation (currently
Mitsubishi Chemical Engineering
Corporation)

Joined Accenture Japan Ltd.

Joined the Company

Head of Logistics Planning Department
Head of SCM Planning Department
General Manager of the Company, CEO of
SHENZHEN TSUMURA MEDICINE CO., LTD.
General Manager of the Company,
Chairman and CEO of SHENZHEN
TSUMURA MEDICINE CO., LTD.

Executive Officer, Head of Production
Division of the Company

Co-COO

Director and Co-COO (incumbent)

Year of assumption of the post of Director 2022
Number of shares in the Company held 4,100*

Tadashi Okada
May 1, 1956
Outside Director

1979
2003
2014
2017

2020

Joined Komatsu Ltd.

Vice President of Komatsu (China) Ltd.
Senior Executive Officer, Supervising
Corporate Communications, CSR, General
Affairs, and Compliance, Komatsu Ltd.
Representative Director and Chairman of
QUALICA Inc.

Outside Director of TSUMURA & CO.
(incumbent)

Year of assumption of the post of Director 2020
Number of shares in the Company held 400*

Mitsutoshi Matsushita
October 3,1970

Qutside Director and Audit and Supervisory
Committee Member

1997

2016

2017

Registered as lawyer and joined Kajitani
Law Offices (incumbent)

Outside Auditor of Pacific Systems
Corporation (incumbent)

Outside Director and Audit and
Supervisory Committee Member of
TSUMURA & CO. (incumbent)

Year of assumption of the post of Director 2017
Number of shares in the Company held 2,600%

Muneki Handa

July 7,1962
Director CFO

1985  Joined The Mitsubishi Bank, Limited (currently
MUFG Bank, Ltd.)

2014  Executive Officer of The Bank of Tokyo-
Mitsubishi UFJ, Ltd. (currently MUFG Bank, Ltd.)
General Manager, Loan Department

2015  Vice President, Mitsubishi UFJ Capital Co., Ltd.

2016  President, Mitsubishi UFJ Capital Co., Ltd.

2019  Director and Managing Executive Officer, CFO of
the Company

2021  Director CFO of the Company (incumbent)

Year of assumption of the post of Director 2019
Number of shares in the Company held 8,000*

Ryohei Yanagi
July 6, 1962
Outside Director

1985

2003
2007

2009

2019
2022

2022
2022

2022

2023

Joined The Saitama Bank, Ltd. (The Asahi Bank,
Ltd., currently Resona Bank, Limited)

Joined Eisai Co., Ltd.

Joined UBS Securities Japan Co., Ltd., Executive
Director

Rejoined Eisai Co., Ltd., General Manager of the
IR Department

Exective Vice President & CFO, Eisai Co., Ltd.
Visiting professor of Waseda University, Graduate
School of Accountancy (incumbent)

Senior Advisor, Eisai Co., Ltd. (incumbent)
Executive Advisor, ABeam Consulting Ltd.
(incumbent)

Deputy President, M&G Investments Japan Co.,
Ltd. (incumbent)

Outside Director of TSUMURA & CO. (incumbent)

Year of assumption of the post of Director 2023
Number of shares in the Company held 0*

Akemi Mochizuki

June 10, 1954

Outside Director and Audit and Supervisory
Committee Member

1984
1988
2018

2019

2021

2022

Joined Aoyama Audit Corporation

Registered as certified public accountant
Partner, Akahoshi Audit Corporation
(incumbent)

Outside Director and Audit and Supervisory
Committee Member of TSUMURA & CO.
(incumbent)

Outside Audit and Supervisory Board Member of
Asahi Kasei Corporation (incumbent)

Statutory Auditor (part-time), SBI Holdings, Inc.
(incumbent)

Year of assumption of the post of Director 2019
Number of shares in the Company held 1,900

* As of March 31,2023

Skill Matrix of the Company’s Board of Directors

Terukazu Kato 59
Kei Sugii 53
9 Muneki Handa 60
o
5] AT
a Hiroshi Miyake 73
Tadashi Okada 67
Ryohei Yanagi 60 (
oz
3 & 2| Tomihiro Nagafuchi 58
ERS
% 25 | Mitsutoshi Matsushita
o v 52
=& 5 | (attorney atlaw)
225
é s o | Akemi Mochizuki 69
28" | (certified public accountant)

Represents male

Represents female

Requirements for Skill Items

Person who has experienced executive officer at listed companies, or

MCorporate t has insights and experience necessary for the formulation of business IT f:g;oz‘.zwehao?ha;”g‘g:t;g ‘Tréeccvr;!osgi‘tei;nest;\fv!? dhda? t‘gelizaililcl:%/ to
EIEEER strategies and has the ability to offer advice 9 9 prop 9
Person who has insights and experience of finance and accounting,
Global Person who has experienced overseas business management, and Finance/ person who has operational experience in financial institutions,
oba has insights and experience regarding global corporate management Accounting or person who is qualified as a certified public accountant or a tax
accountant
Person who has insights and experience regarding sales and . . -
) . i ’ N o Legal/Risk Person who has experienced risk management and has insights and
Sales/Marketing  marketing, person who is well-versed in the pharmaceutical industry management experience of legal affairs and risks, or who is qualified as an attorney

and has the ability to offer appropriate advice on marketing

SDGs/ESG

Person who has insights and experience in handling climate change
and other environmental issues, person who has insights and
experience regarding expertise of diversity, CSR, CSV, and corporate
governance, etc.

Human resources
management

Person who has experienced the formulation of human resources
strategies, and has insights and experience regarding the field of
human resources development

Executive Officers

Kato

Terukazu

CEO
In charge of External Affairs Department and Internal
Auditing Department

Kei

Sugii

Koji Executive Officer
Endo Head of TSUMURA ACADEMY Department

Co-COO
In charge of Corporate Communications Department
and Sustainability Management Department

Koin

Toda

Akihito

Konda Strategies Division and International Pharmaceutical

Executive Officer, Head of Kampo Research and
Development Division, in charge of Kampo Scientific

Research & Development Division

Co-COO (General Representative for China)
In charge of China Cordination Department

Muneki
Handa Accounting Department and Information Technology

Mitsutoshi  Executive Officer
Yuzurihara Head of Quality & Safety Management Division

CFO
In charge of Corporate Planning Department,

Department

Shoichi
Kumagai

Executive Officer
Head of Production Division

Chief Human Resources Officer (CHRO)

Hiroshi
Hoshi

i Executive Offi
ilésu?:.u In charge of Human Resources Department and )_;abdahlro Hzeaijé\f/:ea\tﬁi;re Division
achi Secretary Department @
. - . . Executive Officer
Yukinori EXEC:UFE ?fﬁcerd Marketing Divi Ehang Supervising production in operations in China, and
Sorada ead of Sales and Marketing Division iqing supervising formulation platform in China

Executive Officer
Head of Legal and Compliance Department
In charge of General Affairs Department

Yoshiharu
Watanabe

Executive Officer
Supervising crude drug platform in China, in charge of
Botanical Raw Materials Division
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Corporate Governance Basic Policy

The Tsumura Group is committed to abiding by
what we call the “Spirit of Nature’s Laws"and fulfilling our
ultimate Purpose of facilitating “Lively Living for Everyone!In
conducting our business, we are guided by these two tenets
along with Corporate Value, expressed as the “Best of Nature
and Science,"and Corporate Mission:“To contribute to the
unparalleled medical therapeutic power of the combination
of Kampo medicine and Western medicineTo achieve
sustainable growth and increase our corporate value over the
medium to long term, our basic policy is to strengthen our
corporate governance in order to ensure sound, transparent,
and fair management and make prompt and sound decisions.

In June 2017, Tsumura transitioned from the Company
with Company Auditor(s) system described in the Companies

Corporate Governance Structure (s of June 29, 2023)

elect /dismiss

Nomination / Remuneration TS
Advisory Committee
6 (including 5 outside directors)

submit Members

Outside Directors’ Meeting
(5 outside directors)

present policy submit
oversight resolution
/ report

report

— Sustainability Committee

Organization and Human
Capital Policy Committee

Risk Management Committee
Compliance Committee

Information Disclosure Committee

instruct
present policy

A

General Meeting of Shareholders

propose / report

Board of Directors

Directors Not Serving as Audit
and Supervisory Committee

6 (including 3 outside directors)

Directors Serving as Audit and
Supervisory Committee Members
3 (including 2 outside directors)

delegate authority
regarding officer election
and dismissal, oversight,
and important operational
execution matters

President, Representative
Director and CEO

execute business

Act of Japan to the Company with Audit and Supervisory
Committee system. This move was aimed at reinforcing

the oversight and monitoring functions of the Board of
Directors. Under this system, Tsumura is working to enhance
its management supervisory function and innovate its
management structure by separating the supervisory function
from the executive function and by appointing a majority of
outside directors to the Board of Directors. These measures are
being implemented to continuously establish the systems that
will enable the Company to ensure the transparency, improve
the efficiency, and maintain the soundness of management.

See the corporate site for details on the “Corporate Governance Basic Policy”
= https://www.tsumura.co.jp/english/ir/corporate-governance/index.html

-

elect /dismiss report (express opinions)

elect /dismiss report

audit /
supervise

cooperate

Audit and Supervisory
Committee <
3 (including 2 outside directors) conduct .
accounting audit
conduct internal
control audit

1031pny
juapuadapuj

controll audit
v

instruct

Internal Auditing
Department

report

conduct internal audit
conduct internal
control evaluation

Business Units and Group Companies

Note: President, Representative Director and CEO and Director and Co-COO are assigned directors.

report cooperate )
conduct accounting
audit
cooperate conduct internal

Themes Discussed by Each Committee in Fiscal 2022

Board of Directors

(Number of sessions: 18; Chairman: Terukazu Kato)

+ Checking the progress of the first medium-term management
plan

+ Monitoring and following-up the progress of the China business

+ Development of management human resources who will
embody the corporate purpose and philosophy

+ Checking the progress of strategic investment deals
(Investment in systems including facilities, R&D, M&A, and digital
transformation, etc.)

+ Evaluating the effectiveness of the Board of Directors and
establishing priority themes

+ Discussion on enhancing corporate governance of Group
companies

+ Enhancement of information disclosure, etc.

Nomination/Remuneration Advisory Committee

(Number of sessions: 8; Chairman: Kenichi Matsui*)

+ Proposal of election and dismissal of Directors to be submitted to
the General Meeting of Shareholders

+ Draft proposals of election and dismissal of the Representative
Director to be submitted to the Board of Directors

+ Draft proposals of candidates for Executive Officers to be
submitted to the Board of Directors

+ Polices for electing Directors and Executive Officers, election

process

+ Draft proposals for individual remuneration to be paid to
Directors and Executive Officers

+ Policy including the composition of Directors remuneration,
procedure for determining remuneration of Directors, etc.

Audit and Supervisory Committee

(Number of sessions: 17; Chairman: Kimikazu Okochi*)

+ Audit policy and plan

* Reelection and remuneration of independent auditor

+ Details of matters to be submitted to the General Meeting of
Shareholders

* Preparation of audit report

+ Status of the use of hotline, etc.

Outside Directors’ Meeting

(Number of sessions: 13; Chairman: Kenichi Matsui*)

+ Advance explanation about matters to be discussed at the Board
of Directors

+ Follow-up on the Board effectiveness evaluation

* Briefing on Executive Committee matters

* Progress report of China business

+ Discussion of important matters, etc.

*Left office as of the conclusion of the General Meeting of Shareholders held on June 29, 2023

Approach to Diversity of Directors

The Tsumura Group formulates its long-term management
visions and medium-term management plans in response to
social demand and changes in the operating environment,
and initiates various measures to achieve them. Along with
our value creation cycle, we have, in particular, pursued
and evolved a system for constantly making appropriate
and prompt decisions regarding corporate governance, the
foundation of management.

At present, Outside Directors account for a majority
of the Directors. We have built highly effective governance
systems to make decisions on important matters from
diverse perspectives, such as those of people with corporate

management experience, attorneys at law, and certified public
accountants, and to ensure that decisions are not made based
solely on the knowledge of inside directors.

We will continue to strengthen corporate governance in
order to achieve sustainable growth.

56% 7051 1 % 50s 44%

Proportion
of Outside
Directors

Generational

balance

60s

449,

As of June 29, 2023

Succession Plan

Tsumura recognizes that the selection of the upper
management (CEQ) is one of our most important

decisions, and the Nomination/Remuneration

Advisory Committee is consulted on the draft Brocutive
of the Succession Plan (plan to develop next 4+
generation of leaders) and reports to the Board
of Directors. For the development of the next

upper management (CEQ), the cycle on the e

right is implemented, and the Board of Directors 1
supervises and provides opinions as appropriate
in order to enhance, strengthen, and improve the an

. for
effectiveness of the corporate governance system.  management
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Initiatives to Improve the Effectiveness of the Board of Directors

Basic Concept

Tsumura evaluates and analyzes the effectiveness of the Board of
Directors every fiscal year for the purpose of enhancing the Board
of Directors'effectiveness.

The Company shifted to a Company with an Audit and
Supervisory Committee in 2017 to strengthen the supervisory
function of the Board of Directors and further enhance the
soundness and transparency of management by having
independent outside directors account for a majority of the
Board of Directors. We have put in place a system that enables
swift and resolute decision-making by separating the business
execution function from the Board of Directors. Therefore, from
the perspective of strengthening the supervisory and monitoring
functions of the Board of Directors, we are working to ensure
continuous improvement with respect to the issues identified by

Evaluation Items (Six categories, 25 items)

The evaluation for fiscal 2022 was conducted from the perspectives of
confirming the status of efforts to address issues identified in the results
of the analysis of the fiscal 2021 effectiveness evaluation, confirming the
themes that require priority supervision in order for the Board of Directors
to fulfill its role, and identifying issues and considering measures for
addressing them so as to further improve effectiveness in the future.

Overview of Evaluation Result

analyzing the results of the evaluation of the Board of Directors'
effectiveness of the Board of Directors and are endeavoring

to further improve the effectiveness of the Board of Directors.
Regarding the effectiveness of the Board of Directors in fiscal 2022,
a questionnaire evaluation was conducted for all nine Directors,
and the issues identified and specific measures for addressing
them were discussed at the Board of Directors meeting held in
May 2023. Based on questionnaire design developed with an
external organization in fiscal 2020, we continued to make an
effort in fiscal 2022 to conduct a more objective evaluation and
analysis, while designing the questionnaire internally, by utilizing
an external organization to collect responses and analyze the
evaluation results, thus ensuring anonymity.

(1) Priority management themes

(2) Composition of the Board of Directors

(3) Roles and duties of the Board of Directors

(4) Proceedings of the Board of Directors

(5) Enhancement of discussions at meetings of the Board of
Directors and of the provision of information

(6) Relationship between the Board of Directors and
shareholders and other stakeholders

As a result of fiscal 2022's analysis and evaluation, it was confirmed that the Board of Directors is fulfilling its role and function, with active
discussions aimed at ensuring substantial supervision and monitoring of business execution.
In the effectiveness evaluation questionnaire for each director, the respondents answered “accomplishing sufficiently” or

"accomplishing overall”to many of the questions.

Improvement was observed in all the items identified as priority issues in fiscal 2021.

Review of the Effectiveness of the Board of Directors in

Fiscal 2022

1. As for the current composition of the Board of Directors, the number is
appropriate for active discussion and exchange of opinions. In addition,
the Board of Directors is composed of diverse members with various types
of experience and expertise, which is required for matters to be properly
discussed at the Board of Directors meetings. Furthermore, the Board of

Directors operates in an atmosphere that encourages the frank, free, and open

Status of Efforts to Address the Issues
Identified in Fiscal 2021

1. China business

As for the Chinese operations, to implement M&A

aimed at developing the foundation of the traditional
Chinese medicines business, the process of M&A was also
reported to the Board of Directors periodically in order to
tighten oversight and speed up the decision-making of

expression of opinions. We will continue to discuss the suitability and diversity the Board.

of the composition of the Board of Directors.

2.The Board of Directors has established “Lively Living for Everyone”as the
new purpose, and discussed priority issues for the realization of TSUMURA
VISION “Cho-WA"2031, the Long-Term Management Vision established to

2. Establishment of governance systems for Group
companies

As for the establishment of governance systems
for Group companies, we secured and developed

realize the Corporate Value and Corporate Mission that are our basic principles.
Furthermore, in addition to confirming the progress of the first medium-term
management plan from fiscal 2022 to fiscal 2024 based on the theme of“laying
the foundations for creating a future that achieves 'Cho-WA (a well-balanced
state),’ decisions were made for the realization of priorities.

3. Operations in China constitute a strategic challenge with a high level of
importance for the Tsumura Group's sustainable growth and the enhancement
of our corporate value over the medium to long term. The activities of
operations in China were frequently reported to the Board of Directors,
discussions were held concerning policies, plans and strategies for the
operations, and important issues were resolved.

human resources at Chinese Group companies, and
strengthened the governance system in the Group by
establishing a governance system in which Tsumura
China Inc, the company that controls all our operations
in China, mainly oversees the execution of business of
each Group company. We also strengthened supervision
and monitoring by the Board of Directors, including
establishment and operation based on the “three lines
of defense”(first line: operating divisions; second line:
administrative divisions; third line: internal auditing
divisions) approach in risk management.

Operation of the Outside Directors’ Meeting

Outside Directors. Outside Directors have commented that it
is easier to understand proposals based on not only materials
distributed in advance but also listening to the direct
opinions of people in each workplace, and opportunities for
communication between Outside Directors and employees
in each workplace also lead to improving the motivation of
employees. In the future, we will ensure to collect and share
the information necessary for the management to make
decisions in the Outside Directors' Meeting, and endeavor to
increase the effectiveness of the Board of Directors.

The Outside Directors’ Meeting started in 2015 is periodically
held as a place for executive officers in charge and division
heads to directly explain overview, decision points, risks,

etc. concerning proposals to be resolved in the Board of
Directors and proposals determined to require an advance
explanation. Explaining important matters in advance enables
time to be spent on substantial discussion in the Board of
Directors, supporting decision-making. In the latter half of
the meeting, time is assigned to communication among only
Outside Directors for honest sharing of information to ensure
there are no discrepancies in the awareness of issues among

Issues and Response Measures in Fiscal 2023

Based on the results of the fiscal 2022 effectiveness evaluation, we will take the following measures to further improve the effectiveness of
the Board of Directors:

1. Confirmation of progress of strategic investment deals
We will aim to maximize the effect of investment by taking the following actions concerning the confirmation of progress of strategic
investment deals.

* Decide on the overview and direction of strategic investment deals in the Board of Directors, present policies to the executive side, and
oversee whether strategizing and investment are carried out in accordance with the policies.

* Consider capital investment for the establishment of systems for stable supply of products from all aspects such as construction cost,
securing human resources, smartification of factories and sustainability, and make decisions including where to strengthen in Japan and
overseas.

* Oversee the recoverability and recovery plans for strategic investment deals, and instruct revisions to the plans as necessary.

2.DX
We will aim to establish information infrastructure for DX by taking the following actions targeting the “Kampo value chain”based on the
DX for Purpose” policy.

* Discuss the “ideal way of being”when DX is implemented, present policies on overall planning, and oversee the speed of execution, cost
effectiveness, etc.

* Oversee important issues with the current state of implementation of DX, measures aimed at their resolution and the status of progress.

3. Sharing of information outside the Company
We will aim to enhance corporate value by taking the following actions to enhance information disclosure.

* Increase opportunities for dialogue through quarterly financial results briefings, one-on-one meetings with analysts and investors, and
IR for foreign institutional investors, and also make efforts to foster an environment for information dissemination with a wide range of
stakeholders in mind, including general consumers.

* Conduct ample discussion in the Board of Directors on the content of information to be communicated in order to ensure the Group's
businesses and efforts to enhance corporate value are correctly conveyed and evaluated.

Furthermore, this fiscal year, we will be focusing on tackling the following five items as key management issues, including confirmation of
the progress of strategic investment deals mentioned earlier.

<Five Key Themes for the Board of Directors in Fiscal 2023>

1. Checking the progress of the first medium-term management plan
2. Checking the progress of the China business
(Including establishment of the corporate governance system)
3. Development of management human resources who will embody
the corporate purpose and philosophy

4. Checking the progress of strategic investment deals
(Investment in systems including facilities, R&D, M&A, and digital
transformation, etc.)

5. Capital policies

The Company’s Board of Directors believes in presenting policies based on the external environment, and performing supervision of execution by
the executive side based on strategizing in line with policies, and receiving reports as needed. The Company will continue to implement its PDCA
cycle with the aim of realizing further improvements in the effectiveness of its Board of Directors.
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Director Remuneration

Basic Concept

Tsumura's directors' remuneration will be determined based by earning the trust of stakeholders through sustainability
on the following policy with “pay-for purpose”as the basic and governance initiatives and by solving social issues
philosophy. @ To motivate directors to take on challenges to achieve high
@ To reward the realization of the vision based on our goals

philosophy-based management upholding the Corporate + To reward each and every officer for taking on challenges

Purpose, which is the foundation of the Company’s Group to achieve high goals

management * To reward the results by the management team, which is
@ To reward contributions to the Group's sustainable growth essential to achieving high goals

Remuneration Levels

Given the business environment, Tsumura makes a comparison of its remuneration levels with those of its industry peers and other
companies of similar size in an objective manner by utilizing survey data provided by third-party specialists, and sets remuneration
levels that are consistent with their roles and duties considering the salary levels of the Company’s employees.

R Type of Purpose/Outline
Remuneration System and Components SEE
Fixed com:(:n Qi Fixed component according to role, duties, etc.

&’ Annual incentive to reward efforts aimed at the achievement of the
Rem u neratio n for d i rectors Of TSU mura con Sists Of 3 g' E g Company’s performance and operational targets set by individuals each fiscal
] 83 year
. . . 3 e3>
basic remuneration (a fixed component and a short- é s é é 5 « The base amount paid when targets are achieved is set at a fixed percentage of
38 =3 g total remuneration according to roles, duties, etc.
term performance—“nked component (STD) and V% 2% + The specific amount paid is determined within the range of 15% to 150% of the
= = 23 base amount according to the level of achievement of operational targets each
performance-linked stock remuneration (LTI-l and LTI-II), 2 fiscal year

+ Monthly monetary payment with fixed component

with the short-term performance-linked component A medium-term incentive for ing efforts aimed at the realization of the
medium-term management plan

« Base points are granted and accumulated according to roles, duties, etc. each year,
and the Company’s shares equivalent to the number of accumulated points varying
according to the level of achievement of the operational targets of the medium-
term management plan and the level of achievement of individually set operational
targets are delivered (50% is provided as a monetary payment for tax purposes)

« The specific number of shares delivered is determined within the range of 15% to

of basic remuneration and performance-linked stock

12d

remuneration being positioned as incentives (variable

a|qeuen

remuneration).

(22uewiopiad wizy
-wnipaw 03 payjul]) -7

i ST 150% of cumulative base points
Fu rthermore, the Components Of remuneration fOf $ ,_-'; +In pn‘nd_p\e, shares are delivered at once in around July immediately after the end of
directors of the Company are set as follows so that they gs the medium-term management plan
28 A long-term incentive for encouraging _e_mployees to embrace challenges
can contribute to the Company’s sustainable growth i= aimed at realization of the long-term vision

- Base points are granted and accumulated according to roles, duties, etc. each
year, and a number of the Company’s shares equivalent to the total number of
accumulated points varying according to the level of achievement of progress
aimed at the realization of the long-term vision after the end of the period covered
by the medium-term management plan are delivered (50% is provided as a
monetary payment for tax purposes)

« The specific number of shares delivered is determined within the range of 0% to
150% of cumulative base points

- In principle, shares are delivered at once after leaving office

and improvement in corporate value, referring to the
components of its industry peers and other companies
of similar size in an objective manner by utilizing survey
data provided by third-party specialists.

(uoisin
wua)-6uo| 0} paxul) 1-.L1

Medium-term Incentives: LTI-l (performance-linked stock
remuneration)

Short-term Incentives: Short-term Performance-linked
Component (basic remuneration)

Evaluation indicators Allocation ratio Coefficient variation range Evaluation indicators Allocation ratio Coefficient variation range
Consolidated net sales 25% to 35% 0% to 150% Consolidated net sales 30% 0% to 150%
Consolidated operating profit 25% to 35% 0% to 150% Consolidated operating profit 20% 0% to 150%
e
Total 100% 15% to 150% Level of ac.hievement of individually 30% 50% to 150%

set operational targets
Total 100% 15% to 150%

Long-term Incentives: LTI-1l (performance-linked stock remuneration)

Evaluation indicators Allocation ratio Coefficient variation range Main targets

Corporate value Rt SRR Ry thirate 25% 0% to 200% (However, 0% to 100% until March 31, 2028) 10

comparison)

* GHG reduction 50% reduction of GHG emissions at the end

tainabilit: 25% 0% to 100%

S ol « Cultivation of wild crude drugs, etc. v bto 0 of fiscal 2031 (compared to fiscal 2020), etc. *'
Corporate governance - Diversity of management team, etc. 25% 0% to 100% *1
Business value Sales ratio of overseas business 25% 0% to 200% (However, 0% to 100% until 2028 March 31) 50% at the end of fiscal 2031 *!

Total 100% 0% to 150% (However, 0% to 100% until 2028 March 31)

*1 The coefficient is 0% if the level of achievement is less than 100% or 80% depending on the evaluation indicator.

Long-term Incentives: LTI- Il approach to select indicators

Corporate value: Relative TSR*? (TOPIX growth rate Corporate governance: Diversity of management
comparison) team, etc.
* Indicators to measure the achievement level of the long-term * Indicators that can measure the degree of achievement of
vision the Sustainability Vision and promote the achievement of the
* Motivate employees to contribute to the realization of the long-term management vision
long-term vision and the enhancement of corporate value, * Encourage the formation of a management team across the
and to share value with shareholders Tsumura Group, including overseas bases, that is capable of
making timely and appropriate management decisions which
can drive medium- to long-term corporate value, including
business restructuring

*2 TSR stands for Total Shareholder Returns.
Relative TSR is the ratio of Tsumura’s TSR to the TOPIX growth rate.

Sustainability: GHG reduction, cultivation of wild

crude drugs, etc.

* Indicators to measure the achievement level of the
Sustainability Vision

* Promote and raise awareness of initiatives to realize
sustainable business activities, such as conservation of the
natural environment and cultivation of wild crude drugs

Indicators Related to Performance-linked
Remuneration

Business value: Sales ratio of overseas business

* Indicators that can measure the achievement level of the
long-term management vision

* Build a foundation for overseas operations and increase
directors' willingness to contribute to the enhancement of
corporate value through growth in overseas markets

Single-year target Medium-term management
(Fiscal 2022) plan (Fiscal 2024)

et value Results Target value

Evaluation

s -
Among directors (excluding directors who are members of T e 208 209 —
the Audit and Supervisory Committee), executive directors, e ey 1< - - 1620
including representative directors, are expected to achieve E) | G - - 20
the targets for indicators related to performance-related onsolldatedROENGe) - - 8
remuneration shown in the figure on the right. LT | TSR — — 10

Process of Determining Remuneration

Board of Directors, and notification to individuals are delegated to
Terukazu Kato, who is the President and Representative Director.
The level of achievement of individually set operational targets

is determined based on the deliberation and report by the
Nomination/Remuneration Advisory Committee. Any revision of
these rules shall be resolved by the Board of Directors based on
the deliberation and report by the Nomination/Remuneration
Advisory Committee. Determination of the level of achievement
of individually set operational targets under basic remuneration
STl and LTH shall be delegated to the Nomination/Remuneration
Advisory Committee. The reason for delegation to the Nomination/
Remuneration Advisory Committee is to increase objectivity of
procedures related to remuneration, etc. by delegating to the
committee chaired by an outside director and with a majority of
members comprised of outside directors.

In order to enhance the objectivity and transparency of the
deliberation process, the standard amount of remuneration for
Tsumura's directors, the method of performance evaluation, and
the rules for calculating the amount in accordance with the results
of performance evaluation are determined by the resolution of the
Board of Directors within the total amount resolved at the General
Meeting of Shareholders based on the results of deliberations by
the Nomination/Remuneration Advisory Committee (consisting

of one internal director and five independent outside directors,
chaired by an independent outside director). Of these, the method
of performance evaluation and the rules for calculating the amount
in accordance with the results of performance evaluation shall be
stipulated in the internal rules, and the determination of the level
of achievement of individually set operational targets, confirmation
of whether the amounts paid by individual are calculated in
accordance with internal rules and the content of resolutions of the

Total Amounts of Remuneration, etc. in Fiscal 2022

Category Total remuneration ion by type (millions of yen) Total number of directors
(millions of yen) Basic remuneration Stock remuneration applicable (people)

Directors (excluding directors who are members of the Audit and Supervisory Committee)

B P A 233 200 33 4
(excluding outside directors)
Directors (members of the Audit and Supervisory Committee) (excluding outside directors) 25 25 — 1
Outside directors 51 51 — 5

Notes:

1. Includes the amount for one director (excluding directors who are members of the Audit and Supervisory Committee) who left office at the conclusion of the 86th General Meeting of Shareholders held on

June 29, 2022.
2. Remuneration for directors (excluding directors who are members of the Audit and Supervisory Committee) does not include the amount of employee’s salary for directors who concurrently serve as

employees.
3. For stock remuneration, the amounts booked in the fiscal year under review are presented.
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Internal Control and Compliance

Basic Concept

We recognize that compliance is an important basic element
supporting the foundations of corporate management.

For the Tsumura Group to meet the expectations of
society and be a trusted company as a life-related company,
we believe it is important for each employee to be conscious
of acting by adhering to compliance based on high ethical
standards and that this develops into a corporate culture, and
we thoroughly implement activities promoting compliance. To
this end, based on the Sustainability Charter, which is our basic
policy of business activities, we have formulated the Compliance
Program Regulations and established the Compliance Promotion
System, and we periodically conduct training and activities to
raise awareness. In addition, we conduct surveys every year,
and have established and are operating an internal reporting
system (Tsumura Group Hotline) to promptly identify and correct
problems within the Group.

Compliance Promotion Activities

The Compliance Committee formulates a policy for
compliance promotion activities every year based on
questionnaire results and events occurring inside and outside
the Company, and reports to the Board of Directors. Each
division and Group company drafts and implements initiatives for
compliance promotion activities in the workplace according to
this policy.

Furthermore, systematic training is provided to all Group
officers and employees to foster compliance awareness.

In fiscal 2022, the Tsumura Group Hotline was used 19 times.
The content of consultations and reports received on the hotline
are periodically reported to the President and Representative
Director CEO, who is also the Chief Compliance Officer, other
internal directors, and the CHRO.

Code of Practice

The Company has established the Tsumura Code of Practice
(hereinafter, the “Tsumura Code") to ensure a high level of
ethics and transparency in its corporate activities and to live
up to the trust of society.

The Tsumura Code Committee, established based on the
Tsumura Code, will manage and administer the Tsumura Code to
conduct activities providing information on Tsumura prescription
pharmaceuticals in an appropriate manner.

Corporate Management of Affiliated Companies

The Corporate Planning Department establishes and oversees
systems for corporate management of affiliated companies,
establishes Regulations on Management of Intragroup
Transactions and Regulations on Management of Affiliated
Companies, and makes monthly reports on internal control
systems.

The Regulations on Management of Affiliated Companies
provide a system for the responsible divisions within the
Company to receive prior approval applications and reports
from affiliated companies on matters requiring prior discussion
pursuant to the regulations.

Furthermore, the Internal Auditing Department conducts
internal audits of affiliated companies, and performs efficient
monitoring according to Group management.

Internal Audit

Internal audits are conducted in accordance with Internal
Auditing Regulations pursuant to internal audit plans
formulated by the Internal Auditing Department and
approved by the Executive Committee. Results are reported to
the Board of Directors, the Executive Committee, the Audit and
Supervisory Committee and the Independent Auditor.

Ongoing evaluations are performed on the status of
establishment and the status of operation of companywide
internal control, internal control of business processes and
overall [T control in accordance with the Financial Instruments
and Exchange Act, implementation standards published by the
Business Accounting Council of the Financial Services Agency,
and Internal Control Regulations pursuant to internal control
evaluation plans formulated by the Internal Auditing Department
and approved by the Executive Committee. Results are reported
to the Board of Directors, the Executive Committee, the Audit and
Supervisory Committee and the Independent Auditor.

Audit and Supervisory Committee Members

All Audit and Supervisory Committee Members attend
meetings of the Board of Directors, and the Full-Time Audit
and Supervisory Committee Member attends important
meetings such as the Executive Committee, the Executive
Officers’ Meeting, the Compliance Committee and the

Risk Management Committee to confirm the status of
establishment and operation of internal control systems

for which internal control organizations are responsible.
Furthermore, the committee maintains close coordination with
the Internal Auditing Department, the Independent Auditor and
auditors of affiliated companies through periodic meetings with
them, monitors overall internal control systems of the Company
and affiliated companies through direct reporting, etc. from
internal control organizations, and provides advice on more
efficient operation.

The Audit and Supervisory Committee holds meetings to
exchange opinions with internal directors including the President
and Representative Director CEO, exchanging information and
sharing awareness on matters such as the business environment
surrounding the Company and companywide risks and issues.

The Audit and Supervisory Committee receives reports
on the status of operations from executive officers, and checks
consistency with the medium-term management plan and risks,
etc. in the departments for which they are responsible.

Explanation of Kampo Medicines / Traditional Chinese Medicines

Kampo medicines (Kampo medicine)

Characteristics of Kampo Medicine and Kampo Medicines

Kampo medicine evolved independently between the 14th
and 19th centuries from the medicine that was brought from
China to Japan in the 5th and 6th centuries. It has continued
to evolve, reflecting Japan’s climate and conditions, and the
Japanese people’s constitution and lifestyle habits. Today, it has
been established as the traditional medicine of Japan.

The defining feature of Kampo medicine is that it treats
the mind and body as one, working as a holistic medical
system that seeks to harmonize the entire body. In a Kampo
consultation, each individual patient’s symptoms (chief
complaint) and constitution are carefully considered, and the
formulation and administration method are instructed based
on the result. Even in these modern times, when medical
science has advanced, there are disorders that do not show up
in tests and complaints that are difficult to treat with Western
medicine. Kampo medicine specializes in such treatments.

Kampo medicines are generally made by compounding
multiple crude drugs, such as plants, animals, or minerals
found in nature. Therefore, since a single prescription contains
multiple ingredients, it can be expected to demonstrate
efficacy for treating multiple symptoms. The conditions for
prescriptions based on Kampo medicine are set out in detail,

D For more details, please refer to the related website at: https://www.tsumura.co.jp/english/index.html

Kampo Medicine Market Trend

and Kampo medicines have been officially recognized as
pharmaceutical products with therapeutic effects.

Today, the majority of Kampo medicines prescribed at
medical institutions are prescription Kampo formulations,
which are covered by health insurance. A total of 148
prescriptions have been approved by the Japanese Ministry of
Health, Labour and Welfare. Moreover, over 80%* of physicians
now use Kampo medicines for ordinary treatment. As an
example, combined use of Western and Kampo medicines in
cancer patients has been found to be effective for relieving
side effects and pain, and a large number of cases of improved
therapy completion rates are now reported.*

*Source: Japan Kampo Medicines Manufacturers Association, 2011 Survey on the Status of Kampo
Prescriptions

Kampo formulations approved in Japan

Number of prescription Kampo formulations: 148 (covered
by health insurance), of which 129 are sold by Tsumura
Number of OTC Kampo formulations: 294, of which 46 are
sold by Tsumura

The graph below on the left shows the production value of Kampo formulations in Japan. The graph shows that the scale of the
Kampo medicine market has expanded by approximately 1.9 times over the past 20 years. Moreover, Kampo formulations make up
approximately 2.1% of the overall pharmaceutical market (fiscal 2021, production value basis).

The graph below on the right shows the statistical results for a survey on “Diseases and conditions for which there are many
opportunities to prescribe Kampo formulations,"which was conducted for physicians who are members of a portal website operated

by M3, Inc.

Production value of Kampo formulations
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Source: Ministry of Health, Labour and Welfare “Annual Report on Statistics of Production by Pharmaceutical

Industry in 2021"

Diseases and conditions for which there are many
opportunities to prescribe Kampo medicines

Survey question: When you prescribe Kampo formulations, what kind of diseases and
conditions do you often prescribe them for? (Multiple choice)

Cramps | I - -79:
Gastrointestinal symptoms such
as constlpyatlt?n and ileus — 45.9%
Menopausal disorders/
indeterminate complaints _ 30.3%
Irritability, insomnia, etc. _ 28.4%
Tiredness, fatigue, loss of appetite _ 26.5%
Respiratory symptoms such as acute
. &/pgerglrway inflammation _ 26.3%
Headache and stiff shoulders _ 24.7%

Pre- and post-operative management - 5.8%

Blepharospasm . 4.9%

other [l 10.2%

Source:“M3.com survey” (Clinical News November 15, 2022)
https://www.m3.com/clinical/news/1093498
Note: Data presented with the permission of M3, Inc.

Survey overview

Survey period: October 8-14, 2022

Target: m3.com member physicians

Total number of respondents: physicians working in hospitals: 532; physicians in private practice: 158
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Traditional Chinese Medicines (Traditional Chinese Medicine)

Origins and Development of Traditional Chinese Medicine

Traditional Chinese medicine is said to have originated prior
to the 13th century BCE during the Shang dynasty, which
followed China’s oldest Xia dynasty. Subsequently, during the
Han dynasty, the foundations of the science were established
with the completion of the three principal classics of traditional
Chinese medicine: the Koteidaikei, which deals with basic
medicine and clinical medicine, the Shinno-honzokyo, which
is a pharmaceutical textbook, and the Shokanron, a medical
text. Today in China, there is a countrywide effort to promote
the development of traditional Chinese medicines, with an
established educational curriculum for traditional Chinese
medicine and research laboratories.

There are separate physician’s licenses for Western medicine
and traditional Chinese medicine in China. At universities, there
are separate medical departments for studying Western medicine
and traditional Chinese medicine. After a post-graduation
internship, the interns qualify to sit their licensing examinations,
and those who pass acquire the respective physician’s license.
Western medicine physicians can prescribe western medicines
(new medicines), but under certain conditions they can also
prescribe traditional Chinese medicinal products formulated
from traditional Chinese medicine drug pieces (chopped crude
drugs). Similarly, traditional Chinese medicine physicians may also

Classification of Traditional Chinese Medicines

Traditional Chinese medicines

Prescription
P oTC
medicines
[ Prescription traditional 1 OTC traditional

Chinese medicinal Chinese medicinal
products products

¥ Traditional Chinese
medicine drug pieces

Food products

Health foods

M Yakushokudogen products, etc.

*1 Over-the-Counter. Refers to general-use pharmaceuticals and drugs requiring guidance that can be

purchased without a prescription from a physician.

*2 Conducting a certain level of processing to extract effective components and remove unneeded

components, or to alleviate toxicity, etc.

prescribe Western medicines in addition to traditional Chinese
medicines.

Trend in China’s policies regarding traditional
Chinese medicine and classical prescriptions

In January 2022, the Chinese government officially

announced the 14th Five-Year Plan for the Development of
the Pharmaceutical Industry. This plan explains the Chinese
government's policy direction for promoting the development
of traditional Chinese medicines. The main points of the policy
are as follows.

* Promote the integration of traditional Chinese medicine
with Western medicine

* Promote the prosperity and development of the
traditional Chinese medicine culture

* Promote an increase in traditional Chinese medicine
hospitals and physicians

* Promote the research and development of classical
prescriptions based on effective ingredients

* Improve the quality of crude drugs and strengthen
traceability

* Improve the competitive environment of the traditional
Chinese medicine market, and encourage the formulation
of a market price that is aligned with its quality

Traditional Chinese medicines are a general expression for
medication that has been used by traditional Chinese medicine
for over 2,700 years. Like Kampo medicines, it is manufactured
using raw materials from nature, such as plants, animals, and
minerals. Traditional Chinese medicine is based on the three
principal classics and theories handed down from the time of
the Han dynasty, but with each era, its efficacy with common
diseases has been tested, and new treatment methods have
been incorporated into the system. As a result, a large number
of prescriptions have been created, and traditional Chinese
medicinal products have been continuously developed.

Furthermore, traditional Chinese medicinal products are
classified into prescription medicines and OTC*', in the same way
as Western medicines.

Prescription medicines in traditional Chinese medicine
consist of “prescription traditional Chinese medicines”and
“traditional Chinese medicine drug pieces, the latter of which
are raw material crude drugs that have been processed*? for
use as prescribed medication in traditional Chinese clinics and
formulation production. There are also health foods that are
made using crude drugs for healthcare (prevention), although
these are classified as food products, rather than traditional
Chinese medicines.

Traditional Chinese Medicine Market Trend

The traditional Chinese medicines market in China is valued

at approximately 14 trillion yen, making it more than 40 times
the size of the Japanese market for Kampo products and crude
drugs. Within this, the market for traditional Chinese medicinal
products (prescription and OTC) is around 10 trillion yen, and

Traditional Chinese medicine market
Approx. 14 trillion yen

Approx. 40 times the size of the Japanese Kampo market

Traditional Chinese
medicinal products
(Approx. 9,000 prescriptions)

Approx.
10 trillion yen

M Raw material
crude drugs

HDrug pieces

Approx.
4 trillion yen

Prescriptions listed in the
Pharmacopoeia of the People’s
Republic of China
(Approx. 1,600 prescriptions)

Prescriptions originating
from classics
(Approx. 300 prescriptions)

\ /

Source: Created by Tsumura from data provided by the Chinese National Medical Products
Administration, Chinese Ministry of Industry and Information Technology, and Chinese National
Bureau of Statistics ~ Converted at 1 RMB = 19.05 yen (As of December 31, 2022)

*3 A pharmaceutical product code promulgated by the Chinese National Medical Products
Administration to guarantee the quality of pharmaceutical products by the state and guarantee
the safety, efficacy, and quality control of drugs for use by the public.

*4 Prescriptions included in ancient medical texts compiled in the Qing dynasty and earlier

Dosage forms of traditional
Chinese medicinal products

the market for raw material crude dugs and traditional Chinese
medicine drug pieces is around 4 trillion yen.

Traditional Chinese medicinal products refers to
prescriptions formulated for a large number of patients based
on traditional Chinese medicines prescriptions from ancient to
modern times. Today, around 9,000 prescriptions have received
manufacturing and marketing approval in China. Of these,
the Pharmacopoeia of the People’s Republic of China*? listed
approximately 1,600 prescriptions, while approximately 300
prescriptions originate from the principal classics.**

Traditional Chinese medicine drug pieces are traditional
Chinese medicines used directly in clinical practice in traditional
Chinese medicine. They are made by improvement processing
of raw materials for traditional Chinese medicines in accordance
with the theory of traditional Chinese medicine. There are
around 600 types of traditional Chinese medicine raw materials,
and the number of traditional Chinese medicine drug pieces
created through different improvement processing methods far
exceeds 600.

The Chinese government's policy is to focus on the
development of compound formulation of traditional Chinese
medicines based on classical prescriptions, and to support and
reinforce R&D and quality improvement of traditional Chinese
medicines. There are around 2,400 companies that manufacture
traditional Chinese medicines, so the level of concentration
in the market is not so high. However, groups of traditional
Chinese medicines manufacturers are gradually being formed.

Traditional Chinese medicines distribution structure

The distribution structure for traditional Chinese medicines is classified broadly into the in-
hospital market, centered on national hospitals, and the out-of-hospital market, centered on

Composition of

registered Traditional

Chinese
medicine
manufacturers

pharmaceutical
formulation types
in 2022

M Pill 32y
M Tablet 259
M Granule 14+
M Capsule 13%
M Oral liquid 6%

M Other 10%

Source: Created by Tsumura from the DXY.cn database

Out-of-hospital market

pharmacies. The ratio of the market in 2019 was 7:3 for in-hospital to out-of-hospital.

In-hospital market

National medical
institutions
(Hospitals, clinics,
internet hospitals)

Wholesaler A

Private medical
Wholesaler B institutions
(Hospitals, clinics)

Pharmacies
Pharmaceutical (Offline, online)
product
e-commerce

B2B wholesale

Corporate entity
Internet hospitals
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> TSUMURA USA, INC. w LAO TSUMURA CO,, LTD.
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