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Presentation

Kitamura: It's time to begin the briefing for the business results for FY2023 of TSUMURA & CO. Thank you
very much for taking time out of your busy schedule to join us today.

We are holding this year's briefing in a hybrid format, with both a head office venue and a webcast. The
explanation will be provided in line with the presentation materials posted on our website, so please have
them ready at hand or refer to the materials that will be projected.

I would now like to introduce today's attendees. Kato, President, Representative Director, CEO. Sugii, Director,
Co-COO0. Handa, Director, CFO. Okada, Outside Director. CHRO, Adachi. Sorada, Executive Officer, Head of
Sales and Marketing Division. Konda, Executive Officer, Head of Research & Development Division. Kumagai,
Executive Officer, Head of Production Division. Kaneko, Head of International Pharmaceutical Research &
Development Division. These are the nine members present. | am Kitamura from the Corporate
Communications Department, and | will be your moderator. Thank you very much for your cooperation.

Agenda A TSUMUA

Moving Towards Realizing the Long-Term Management
01 Vision—TSUMURA VISION “Cho-WA" 2031

This is today's agenda. We will explain the three themes you see. The briefing will take approximately 50
minutes. After all explanations, we would like to answer any questions you may have. The program is
scheduled to end at 2:30 PM.

Now, Mr. Kato will explain our efforts to realize the Long-Term Management Vision 2031. Please begin.
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Aiming to Establish a Global Standard for Pharmaceuticals e TSUMUA
Derived from Natural Ingredients

[Corporate Purpose] “Lively Living for Everyone”  [Corporate Value] “Best of Nature and Science”

Creation of shared value with society

Creatlon of new value through pharmaceuticals and Sustainable, stable supply of pharmaceutical products such as
products derived from natural substances Kampo formulations, which are traditional pharmaceuticals

Materlality (Priority Issues)

@ sustainable procurement of raw materlals (research on cultivation of
crude drugs, etc.)

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

@Preservation of blodiversity (restoration of forests, soll, water sources)

@cClimate change cc ires (real of carbon neutrality)

Health

@Expansion of access to high-quality pharmaceuticals and products

O ived irom natura Dstan

@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’ life stage
(treatment, pre-symptomatic disease, healthcare (prevention))

Reinforcement of business foundations

@strengthening and enhancement of corporate govemnance
@Utilization of diverse human resources
@cultivation of a corporate culture that draws out potential abilities through dialogue

Kato: My name is Kato. We would like to express our sincere appreciation and gratitude to all of you for your
continued support of our company and Kampo. Thank you again for taking time out of your busy schedule to
join us.

Yesterday, we announced our financial results for FY2023. We are grateful for the significant turnaround in
the business environment surrounding Kampo Pharmaceuticals , and we are working diligently to allocate
resources to further strengthen the stable supply system for Kampo products.

In response to this change in the business environment, we are determined to solidify our presence as a
manufacturer of global-quality pharmaceuticals derived from natural ingredients, and further work to expand
demand for Kampo treatments in new areas and diseases in the urgent social issues facing our country.

Based on the Group's Corporate Purpose "Lively Living for Everyone" and the Corporate Value "The Best of
Nature and Science," we aim to realize a better society that is rich in spirit and vitality through the creation of
shared values with society as shown.

The Pharmaceutical Industry Vision 2021, which outlines the direction of Japan's pharmaceutical industry
policy, aims to realize two goals: to contribute to the extension of healthy life expectancy and industrial
economic development in Japan; and to pass on to future generations a society in which citizens can receive
quality medical care with peace of mind through the quality assurance and stable supply of pharmaceutical
products.

In line with this policy direction, the Group will contribute to the extension of healthy life expectancy in Japan
by expanding access to high-quality drugs and pharmaceuticals derived from natural ingredients through a
sustainable and stable supply of traditional Kampo products and other pharmaceutical products.
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Realization of a Global Quality for Pharmaceuticals Derived LaTSUMUA
from Natural Ingredients

Pharmaceutical requirements: Possesses therapeutic benefits (efficacy) but no
side effects (safety)

—..—

Degree to which requirements are fulfilled: Confirmed in studies (clinical trials)
—

Investigational new drug (IND): Gold standard quality
—.—

The efficacy and safety of pharmaceutical products is guaranteed through the
constant supply to the front lines of medicine of pharmaceutical products that are
equivalent to INDs evaluated in clinical trials.

—.———

Good quality pharmaceutical products are
those products for which the efficacy and safety is guaranteed to be constantly
equivalent to those that have been clinically confirmed

= Pharmaceutical products that have been standardized to guarantee their
medical reproducibility

Dr. Yukihiro Goda, Honorary Director, National Institute of Health Sciences (NIHS) ¢

In order to ensure the quality and stable supply of pharmaceuticals as required by the pharmaceutical industry
policy, we continue to conduct quality design and basic clinical research on Kampo products in order to
establish a global standard for pharmaceuticals derived from natural ingredients, and establish a traceability
system by integrating all processes from the cultivation and procurement of raw material crude drugs to their
manufacture and sale by our own group companies.

As you can see, Dr. Yukihiro Goda, Honorary Director of the National Institute of Health Sciences, defines a
good drug as one that is standardized to ensure reproducibility in medicine. The quality of Kampo products,
which are pharmaceuticals derived from natural ingredients, varies due to the fact that they are natural
products. The key to standardization of pharmaceutical Kampo preparations is homogeneity, which minimizes
the variation of raw material crude drugs. This is where our group's technology and know-how are
concentrated.

Furthermore, in the US development process, the level of quality control has been significantly improved due
to the wide range of stringent requirements.
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Standardization to guarantee medical reproducibility S
[High level of difficulty] "

Crude drugs Kampo formulations Clinical testing
High-quality crude drugs Pursuit of consistency Ensuring safety, efficacy, and réproducibility
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We are aware that our market share of over 80% in the medical Kampo market for many years is due to the
fact that expert physicians have realized the reproducibility of medical treatment with our Kampo products,
and we are committed to further clarifying the mechanism of action of Kampo products, building evidence,
and maintaining and improving quality.

As an example, the deviation distribution of paeoniflorin, the main component of peony, a raw material crude
drug, is kept within a certain range by continuous procurement of crude drugs from a certain region through
contract cultivation. On the other hand, the paeoniflorin deviation distribution of TJ-68, the Kampo product
shown at the bottom right, is tightly controlled within plus or minus 20%.

Although the national standard is plus or minus 50%, our group, based on the belief that the quality of Kampo
products starts in the field, aims to achieve standardization at the global standard level to guarantee
reproducibility in medicine, which is highly challenging for pharmaceuticals derived from natural ingredients.
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Roadmap for achlevmg the TSUMURA VISION ”Cho WA” 2031 §TsumuA

1st stage 2nd stage 3rd stage

FY2022-2024 FY2025-2027 3 FY2028-2031
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With this Corporate Purpose, we practice management aimed at long-term corporate value creation by
embodying our Corporate Value and formulating a long-term management vision of what we should be aiming
for 10 years from now, which we have backcasted.

In order to realize our Vision 2031, 10 years from now, we have established a medium-term management
plan as a milestone, setting numerical targets and strategic challenges as achievement goals. Currently, we
are working to achieve the goals of our first medium-term management plan.

We are also determined to fulfill our responsibilities as a prime market-listed company that contributes to the
development of Japan's industrial economy and the formation of an attractive stock market. In order to
become an investment target for many investors in terms of liquidity, governance, operating results, and
financial condition, which are the criteria for prime market listing, we will practice management with an
awareness of cost of capital and capital efficiency.
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Three Important Medical Domains that are Urgent Issues  &urgymum
___in Japan

() Drug-fostering program formulations (&) * Growing” formulations

. . Cancer :
Geriatric health [ — Women'’s health

: . : Psychiatricand Mitigation of Diseases specific
Symptoms associated with frailty neurological disorders side effects, etc. to women
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In the three priority medical fields of the elderly, oncology (supportive care), and women's health, which are
pressing social issues in Japan, we are focusing on the expansion of evidence-based standard Kampo

treatment and on initiatives for personalized Kampo treatment.
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We are also conducting basic clinical research to contribute to improving the frailty of the elderly and their
general condition for cancer supportive care, based on the recommendations of the Study Group on the
Future Vision for Kampo—Responsibility for People’s Health and Healthcare, which was established in 2016.

Japan Kampo Medicines Manufacturers Association, an industry organization of Kampo, of which | am the
chairman, has also formulated The Future Vision for Kampo Medicines 2040, and is conducting activities based
on milestones and action plans in anticipation of the year 2040, when the population over 65 years old will
peak.

As you can see, with the increase in the elderly population, the number of patients with dementia, chronic
heart failure, brain diseases, and patients with frail conditions is expected to increase. We will play a role in
these issues, which is possible only with multi-component Kampo products, and help extend healthy life
expectancy.

Domain related to the Elderly, Contributing to the Extension ATSUMLRA
of a Healthy Life Expectancy

Research pipeline for drug-fostering program formulations and growing formulations
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Under Japan's medical insurance system, which boasts universal coverage and free access, we will accelerate
basic clinical research focusing on "drug fostering" program formulations and "growing" formulations to
respond to unmet medical needs, such as dementia, heart failure, and other diseases and early responses to
frail conditions, in order to contribute to extending healthy life expectancy.

Based on Kampo medicine, the Company aims to expand access to Kampo treatment with an increase in the
number of physicians prescribing Kampo products, and to expand evidence-based Kampo treatment in areas
and diseases that are difficult to treat through research pipeline-like exploration as an R&D-driven Kampo
product manufacturer.
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China Business : Milestones in Each of the Platforms  $*Tsumu

Vision for the China business:
Contributing to the health of the citizens of China

First medium-term Second medium-term Third medium-term
management plan management plan management plan
FY2022-2024 FY2025-2027 FY2028-2031
Enter the traditional Chinese Build a foundation for the Establish a brand as a
. medicinal products business traditional Chinese medicinal traditional Chinese medicinal Sales outlook
Formulation products business products company RMB 7 billion
platform M&A of a traditional Chinese ;
medicinal products company External sales ratio: More than 50% Industry top 10 or more
Apply for classical prescriptions
Establish a brand for crude drugs, Crude drug and drug piece
‘Ijncrea_se galey ?jf SIS, drug pieces, and Yakushokudogen company that leads the
Ynll(g F;:eﬁeii an - products industry’s
E;tel::alosal:es!r;;::)?m u Expand sales routes to public Development
: hospitals
More than 50% (including M&A) Leading share in China
Research Establish the Traditional Chinese ~ Expand the functions of the Build evidence in traditional
platform Medicine Research Center Traditional Chinese Medicine Chinese medicinal products

Research Center

11

The materiality of the Group, as indicated at the beginning of this document, is the same for our China
business. Traditional Chinese medicines and traditional Chinese medicinal products are also traditional
pharmaceuticals derived from natural ingredients, and medical issues in an aging society will need to be
addressed in China as they are in Japan. With reference to the results of treatment in Japan, we will also
contribute to the health of the Chinese people, who are the main source country of raw material crude drugs.

We are developing our business in line with the milestones for each of the China business platforms you see,
but our top priority for the current fiscal year is to enter the China business in the formulation platform, where
we have yet to see results due to the political situation between Japan and China.
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China Business/Crude Drug PF: Products/Services Owing to CaTSUMUA
High-Quality Crude Drugs

Crude drug P

vision

PHEn Sales image

FY2019\ el Net sales 3 billion yuan

Net sales 18.7 billion (Approx. 60.0
330 million yen billion yen)
yen
Expand high value-added services
02 and sales to a high profit-margin >
customer base

m Expand drug pieces, drug piece added-value services
m Develop new products based on the concept of
Yakushokudogen

2019
Sales function: Established Pingcun (Shenzhen) Med
Manufacturing function: Pingcun Zhongying (Hebei)
Pharmaceutical Co., Ltd.

©2020

Core functions: Acquisition of Ping An Tsumura Raw material
Pharma Inc. crude drugs Drug pieces\
m Sales growth underpinned by a CAGR of 30% (First Medium-Term (Cn:::ecslgug Y d
Management Plan) P Fluid extract for use products
®m Expand customers that recognize the value of our quality by traditional

Chinese doctors

12

In our China business and crude drug platform, we have been aggressively expanding sales channels for crude
drugs in order to gain recognition for the quality of Ping An Tsumura Medicine's crude drugs and achieved

sales of JPY18.7 billion in FY2023.

From FY2024, we will work to develop end-users by selecting customers with an emphasis on improving
profitability, selling drug pieces and providing value-added services, as well as developing new products based
on the concept of Yakushoku Dogen.

Sustainability Targets 2031 P TSUMLRA
Sustainability Vision : Living with nature for tomorrow.
1st medium-t 2nd medium-t 3rd medium-t:
Target 2031 D  managementplan ) managementplan ) management plan
FY2025-FY2027 FY2028-FY2031

Key Initiative themes FY2022-FY2024

Introduce solar power = SWItcnhemr:e?sas to
o5 e A

emissions by 50%

Further save on energy usage (reduce

N Total substitution
partial substitution Portion of packaging Use new materials

 Switch to mono-materials
B Promote deplasticization

Promote water resource
conservation

Convert to eco-

friendly packaging

Recycle water
and waste

High value-added use

M Fuel raw materials
M Conversion to feed, etc

13
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Finally, regarding our sustainability initiatives, we are working on each of the items listed in our Sustainability
Targets 2031 under our Sustainability Vision "Living with nature for tomorrow."

Improve Evaluations by Environment-related Rating <aTSumu
Agencies
First Medium-Term Second Medium-Term Third Medium-Term
FY2021  femgmentien s i NERTRS

Improve CDP climate change evaluation
|B or higherl A- or higher A- or higher

CDP 2023 evaluation ranking Request response addressing “climate change”
Climate change: A~ Water security: A~ and “water security”

14

We will report on our progress at the end of the first medium-term management plan, and | am pleased to
report on the results of our evaluation released on February 6, 2024 by CDP, Carbon Disclosure Project, an
international rating agency for environmental matters.

For our company, climate change and water security are the CDP assessment targets. For climate change, we
received a B-in 2021, a Bin 2022, and an A- in 2023. For water security, the Company was rated B in 2021, A-
in 2022, and A- in 2023 again. As you can see, we were able to achieve the CDP evaluation 1 year ahead of
schedule.

We will continue to work toward maintaining and improving our reputation and achieving our Sustainability
Targets 2031.

This concludes my explanation. Thank you very much.

Kitamura: Thank you very much. Mr. Handa will now explain the financial results for FY2023 and the forecast
for FY2024. Please begin.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

12



Business Resuddx3 for FY G TSUMUA

Revised fo YoVY
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Handa: My name is Handa. | will now explain our financial results for FY2023 and our forecast for FY2024.

First, here is a summary of the financial results for FY2023. Although sales fell slightly short of the revised plan,
each of the profits achieved the revised plan. Sales totaled JPY150.8 billion, 99.2% of the revised plan and up
7.7% from the same period last year. The breakdown is as shown in the pie chart, with the domestic business
accounting for JPY132 billion and the China business for JPY18.7 billion, and the sales composition ratio is as
shown in the pie chart.

Operating profit was JPY20 billion, 102.7% of the revised plan and down 4.3% from the same period last year.
Ordinary profit was JPY23.4 billion, 104.9% of the revised plan and up 0.2% from the same period last year.
Profit attributable to owners of parent was JPY16.7 billion, 103.1% of the revised plan and up 1.4% from the
same period last year.
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Key Points in Performance o TSUMLRA

 Net sales and profits at each level nearly in line with revised plan
Net sales 150,845 million yen  Achievement rate 99.2% YoY +7.7%

Operating profit 20,017 million yen  Achievementrate 102.7% YoY (4.3)%

Operating profit margin 13.3 % vs. Plan +0.5pt YoY (1.6)pt

Cost-to-sales ratio: 54.4%, down 0.5pt vs. plan and a rise of 3.2pt year-on-year

Versus plan: Manufacturing input was small for powdered extracts at the Tianjin Plant Year-on-year: Impact mainly due to a rise in
crude drug procurement expense, depreciation in the value of the yen against major currencies, and raw material expenses
continuing to trend at a high level

SG&A ratio: 32.4%, up 0.2pt vs. plan and down 1.4pt year-on-year
Year-on-year: Sales growth absorbed growth investments, including the DX of R&D and the Kampo Value Chain
Ordinary profit 23,493  million yen Achievement rate 104.9% YoY +0.2%

m  Foreign exchange gain primarily related to loans to overseas subsidiaries: 2,193 million yen, up 684 millicn ven year-on-year

*Foreign exchange gains of 1,338 million yen were recorded at the time of the February 7 revised forecast revision.

Profit attributable to
owners of parent

16,707 million yen  Achievement rate 103.1%  YoY +1.4%

Posted extraordinary loss (impairment loss and COVID-19 related loss) in the prior fiscal year
18

| will explain the key points of the financial results.

Sales of 129 prescription Kampo products in the domestic business grew 5.9% YoY to JPY126.3 billion. OTC
Kampo medicine, etc. grew 11.9% YoY to JPY4.4 billion due to an increase in the number of outlets handling
these products.

Sales in the China business grew 22.2% YoY to JPY18.7 billion due to a significant increase in sales of raw
material crude drugs.

The cost of sales ratio was 54.4%, down 0.5 points from the revised plan, due to lower than initially expected
input of extract powder at the Tianjin plant, which has a high cost of sales ratio in the early stage of operation.
Compared to the same period of the previous year, the increase was plus 3.2 points due to higher crude drug
procurement costs, yen depreciation, and high prices of raw materials.

The SG&A-to-sales ratio was 32.4%, almost in line with the revised plan, up 0.2 points. Compared to the same
period of the previous year, the increase in R&D expenses and growth investments for the DXing of the Kampo
value chain, etc., was absorbed by the increase in sales, resulting in a negative 1.4 points. As a result, operating
profit margin was 13.3%, up 0.5 points from the revised plan and down 1.6 points from the same period last
year.

Ordinary profit increased 0.2% YoY due to the impact of a foreign exchange gain of JPY2.1 billion related to
loans to overseas subsidiaries resulting from yen depreciation. Profit attributable to owners of parent
increased 1.4% YoY due to the effect of the reversal of extraordinary losses recorded in the previous fiscal
year.
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Factors Triggering Changes in Operating Profit (YoY) %Tsumm

(Millicn yen)

Sales increase: +4,427 million yen

(Million yen)
Domestic business +3,900
China business +527
+4,427 (2,775) Decrease in cost of sales: (2,775) million yen
Domestic Business Sales Composition
(113 10) (including NHI price revision impact) RS
(1,241) —
Domestic business: Crude drug procurement cost (4,361)
(of which unrealized profit was (2,109)) g
Domestic business: Raw material expenses (871)
Domestic business: Processing expense, etc.
(of which energy expense was +526, other +982
20'9 16 20,017 productivity improvements, etc.)
China business: Increase in sales ratio (703)
Expense increase: (1,310) million yen
R&D cost (683)
Salary allowance (224)
FY 2022 t‘ Sales ‘ Cost of sales | Bxpense eiggg”e FY 2023 Sales promotion expense (175)
Operating profit| increase decrease increase imparg Operating Depreciation (of which there was a decline in one- +474
profit  off expense at the Tianjin Plant +720)
Other (of which system introduction expense, etc. (702)
(371), activities expense (402))

Foreign exchange (yen depreciation) impact: (1,241) million yen 19

Factors behind the increase or decrease in operating profit compared to the same period last year. | will
explain only the key points.

Operating profit was JPY20 billion, a decrease of JPY0.9 billion from the same period last year. The impact of
the sales increase was a positive JPY4.4 billion. The breakdown is as follows: domestic business: plus JPY3.9
billion, and China business: plus JPY0.5 billion.

The impact of the increase in cost of sales was a negative JPY2.7 billion. The improvement was JPY2.1 billion
due to changes in the sales mix, including the impact of the NHI drug price revision. Although there was a
JPY900 million improvement in processing costs due to lower energy costs and improved productivity, crude
drug procurement costs resulted in a negative factor of JPY2.2 billion due to higher unit prices for some crude
drugs, mainly wild herbal medicines. In addition, the resumption of operations of some production lines at
the Shanghai plant, which had been suspended due to renovation work, and an increase in unrealized income
due to the start of shipments at the Tianjin plant resulted in a negative factor of JPY2.1 billion. The total was
minus JPY4.3 billion. The impact of high raw material costs, such as lactose and packaging materials, was a
negative factor of JPY0.8 billion.

The impact of the increase in expenses was a decrease of JPY1.3 billion. A decrease of JPY0.6 billion due to an
increase in R&D expenses and a decrease of JPY0.3 billion due to an increase in expenses related to system
implementation. Foreign exchange impact was a decrease of JPY1.2 billion. This is mainly due to the impact
of higher import costs of crude drugs caused by the depreciation of the yen.
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Financi al
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Financial position and cash flow. | will explain only the key points.

ba®

P TSUMRA

20

Current assets increased by JPY12.9 billion. The main breakdown is an increase in inventories due to increased
sales of JPY15.8 billion, including JPY3 billion due to foreign exchange factors, and a decrease in cash and

deposits of JPY16.6 billion.

Fixed assets increased by JPY18.4 billion. The main breakdown is an increase of JPY8.9 billion in capital
investment for the construction of the Tianjin plant and JPY2.8 billion in system-related investment for the
renewal of IT infrastructure. The increase in current liabilities and decrease in long-term liabilities were mainly
due to the transfer of JPY15 billion bonds from long-term to short-term due to their redemption within 1 year.

The equity ratio declined 0.3 percentage points to 63.2%. Cash flows are shown in the waterfall graph to the

right.
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Domestic Business : Sales of Drug-fostering Program

. - . TSUMLWRA
Formulations/Growing Formulations T

(Million yen)
Net sales Product No./formulation
vet saes) Produ FY 2022 FY 2023 Yoy
9| 1 100 Daikenchuto 9,739 9,851 +111 +1.1%
g‘% 3 43 Rikkunshito 7,300 7,454 4153 +21%  Ratio to total sales
== 4 54 Yokukansan 7,380 7,447 +66 +0.9% )
58 Drug-fostering
73 9 107 Goshajinkigan 3,421 3,698 +276 +8.1% program
% formulations
3| 24 14 Hangeshashinto 1,390 1,448 +57 +4.2% 24,
Total sales for drug-fostering program formulations 29'233 29,899 +666 +2.3% 129
ot
g B 41 Hochuekkito 7,727 7,956 +228  +3.0% preseripfion
g 119 formulations wing
5 5 17 Goreisan 6,208 6,869 +660 +10.6% otherthan drug- lations
“i fostering program 19%
e 6 24 Kamishoyosan 5,050 5,117 +66  +1.39 andgrowing
3 formulations
5 17 108 Ninjin'yoeito 2,128 2,305 +177 +8.3% 57%
M 15 | 137 Kamikihito 2,067 2,290  +223  +10.8%

24,539

+1,356
+4,971
+6,994

Total sales for growing formulations

Total sales for 119 formulations other than drug-
fostering program and growing formulations

66,946
119,362

71,918
126,357

Total sales for 129 prescription Kampo products

21

These are sales by domestic prescription Kampo products for "drug fostering" program formulations and
"growing" formulations.

Sales of 129 prescription Kampo products totaled JPY126.3 billion, an increase of 5.9% over the same period
last year. Sales of "drug fostering" program formulations grew 2.3% YoY, and sales of "growing" formulations
grew 5.9% YoY, led by Goreisan, Ninjin’yoeito, and Kamishoyosan.

Sales of Goreisan grew due to information provision activities in line with the needs of patients with
circulatory problems, headaches and dizziness, Ninjini yoeito for anorexia associated with frailty in the
elderly, and Kamishoyosan for mental anxiety and insomnia.

Sales of other 119 prescriptions grew 7.4% YoY to JPY71.9 billion due to increased demand, especially for cold-
related prescriptions.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

17



China Business: Crude Drug Platform Business Sales Expansion $*Tsumu

By expanding sales of Crude Drug Platform ,
we have achieved our business plan in China.

7

\

- Net sales

] Crude drug
~platform

Formulation platform, IT
infrastructure investments, etc.

- Operating profit

Operating profit

18.75 billion yen

0.98 vitlion yen ‘

Raw material
crude drugs

Expenses, etc.

(0 . 5 1 ) billion yen
Sales to
) traditional

Chinese medical
products
companies as a
raw material

*Local currency basis: 20.4% growth

Next is the status of our China business.

Drug pieces

Sales for
prescription-use
and as an OTC
to hospitals and
pharmacies

v Operating profit in the crude drug
1 platform continued to increase

~ Crude drug platform products

Yakushokudogen
products

Sales of health food
products made from
crude drugs to
general consumers

22

Sales of the China business achieved the sales plan for the China business, growing 22.2% YoY to JPY18.7
billion, thanks to expanded sales, mainly of raw material crude drugs. Operating profit from the crude drug
platform continued to grow to JPY900 million.

Forecast of increasedFismast sMaalidmpMarfagement Pl an is expecte
Vachleve its numerical targets First Maermm
) ) FY20323 FY202 YoY Management Pl R
[Millidén yen - . .
SCEHIEENY =ar ni ngs F Amount Changel|Numerical targ:
(°scabz2)4
Net sal es 1545 +34154 +226%
Domestic busilBedsss Nl 31300 +237% | Ne! \i%'szsilli
; ; 0
China busind$§s4 2160 +2,854 +152% Operating prlc
Operating proZgol CRCERONl  +19482 +973% \290bi I I if«
Domestic busi #8653 3949 +18958 +922% ROE 8V
Chl na bUSi nl’bfsbﬂ 1 0 +524 S Versus the Fi-TetmMediur
Ordinary pro°2349 LI +16006 +681% Au—?t”?oﬁ;"_ﬁ"hﬁ?"y_as ne
a rise In a por ron o
Pro°t attributablle to owners expensn@snly wild carude
1670 AR +11792 +706%  5lro Ll e ree e,
expenses for rawvmateri
Gerawy Statement exchangegq 3 2100 +1.17 S %:acj.iee}}?}tt;ﬂl\:@a(%{i}:g::thePIFli
a boost in_drug prices(
ROE 64% 100% recalculation of wunpro
ﬁNolPd’(Fore‘ign exc ha(nge piemma d tn)gvapsr m°ott ) o
EPS 2183 VAV T LT Theacl Thated oniine status L?et‘i'ez'i
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Next, | would like to explain our forecast for FY2024.

We expect to increase revenues and profits in FY2024. Sales total JPY185 billion, with JPY163 billion coming
from the domestic business and JPY21 billion from the China business. Operating profit is expected to be
JPY39.5 billion, and the China business is planned to be profitable from the current fiscal year. Ordinary profit
is projected at JPY39.5 billion, profit attributable to owners of parent at JPY28.5 billion, ROE at 10%, and EPS
at JPY375.35.

In comparison with the numerical targets of the first medium-term management plan, we expect to achieve
all numerical targets due to the increase of NHI prices by price re-evaluation as money-losing products, etc.,
although cost of sales was much higher than initially expected due to the increase in unit prices of some crude
drugs, mainly wild crude drugs, the weak yen, and high raw material and energy costs.

FY 2024: Factors Triggering Changes in Operating Profit in the aTSUMIRA
Domestic Business

« Although factors in the external environment, including inflation, continue to be harsh, we
look for profit growth owing to NHI drug price revisions (recalculation of unprofitable products)

» Plan to implement investment, mainly to strengthen the stable supply system

+27 (2.4)

(0.6) (0.9)
_ (1.7) (4.3)
R\se in unit Raw material Impact from a
prices of some expense rise in Rise in cost of
crude drugs, remains high manufacturing crude drug
including wild inputs for imports due to
crude drugs and = Strengthen extracts at the weak yen, etc. 395
Japanese competitive Tianjin Plant, iy
peppers purchasing etc. =Stabilization billion yen
system through
7 =Cost currency
=Expansion of reduction hedging
+1.9 cultivation and through
reduction of unit improved
cost through production
20.5 automation efficiencyt
billion yen
FY 2023 . . . Investment, mainly to FY 2024
Domestic Sales increase NHE:;IQOE”CE Crude drug Ra:x;i‘;inal Processu;tgcexpense Exchangerate  |strengthen the stable Domestic
business procurement cost . supply system business

Operating profit Operating profit

(forecast) 25

This is an analysis of the factors contributing to the increase or decrease in operating profit forecast for
domestic business in FY2024.

Higher gross profit due to higher sales in the domestic and China business will lead to a JPY1.9 billion increase,
and NHI drug price revision due to the application of price re-evaluation as money-losing products will lead to
an increase of JPY27 billion.

In response to the impact of the external environment, as indicated by the arrows at the bottom of the items
in the waterfall graph, we are working on various initiatives to reduce costs, a typical example being the
expansion of cultivation of crude drugs and automation using Al technology, and the results of these initiatives
are beginning to be seen. However, the cost of procuring crude drugs will increase due to higher unit prices
of certain crude drugs such as wild crude drugs and Japanese peppers, which will lead to a decrease of JPY2.4
billion.
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We expect a decrease of JPY0.6 billion due to the impact of high raw material costs, a decrease of JPY0.9
billion due to energy costs and the impact of increased production input of extract powder at the Tianjin plant,
which has a high cost ratio in the initial stage of operation, and a decrease of JPY1.7 billion due to the impact
of yen depreciation on imports of crude drugs.

A decrease in profit of JPY4.3 billion YoY due to further strengthening of the stable supply system and other
factors. The main breakdown is JPY2.5 billion for strengthening the stable supply system and JPY0.8 billion for
DX-related investments.

The Status of Expansion for Information Provision Activities < TSUMURA

In FY 2023, detailing impact rose 140% versus the previous year, in particular e-
promotion growth was up 180%

In FY 2024, we plan to further expand information provision activities, mainly
through e-promotions

Detailing impact
MR activities = e-promotions Proprietary |
medical
E Site -
5
Medical
platform
e-promotions ot Mobile app
Brefing % / Seminar "\

MR activities [ ° ‘
| . & = ]
\ /' Interviews ' : .
) ; ~ [ [ 3 -
" | |
FY2019 FY2020 Fy2021 FY2022 FY2023 Forecast for FY ! Irq I PII /

2024

26
This is the status of the expansion of the volume of information-providing activities in the domestic business.

In FY2023, detailing impact, the number of information recognition, increased 40% from the previous year.
The Company strengthened its system for delivering information tailored to individual doctors by expanding
the content of its medical website and upgrading its marketing automation system, etc. As a result, e-
promotion increased significantly by 80% YoY.

In terms of e-promotion, which has been strengthened to date, the organization in charge will be upgraded
to the Kampo DX Promotion Department in FY2024, and we aim to increase the detailing impact by promoting
information provision activities through further functional expansion.
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Domestic business: Trends in the Number of Physicians
Writing 10 or More Prescriptions for Kampo Pharmaceuticals

The number of physicians writing 10 or more prescriptions for Kampo pharmaceuticals

P TSUMLRA

increased by approximately 23,000 physicians, a ratio of 39%
Aim to achieve a ratio of 50%-plus, owing to the implementation of hybrid promotions

*Trend in the number of physicians writing 10 or more
prescriptions for Kampo pharmaceuticals
*Survey by Tsumura

320,000 clinical

physicians
o NN . . VRN @ R o — == i o
S approx. 104,000 approx. 127,000

approx. 84,000 physicians _— physicians

physicians _—" Over
390 50%
9 (0]

=

End of FY2021 End of FY2022 End of FY2023 End of FY2024

First Medium-Term Management Plan o7

The number of physicians prescribing 10 or more prescription Kampo formulations.

The number of physicians prescribing 10 or more Kampo formulations increased by approximately 23,000
during the year, reaching 127,000 at the end of FY2023. The percentage is 39% of the total.

In clinics and physician offices, more than 60% of physicians are prescribing 10 or more Kampo formulations,
but in hospitals, less than 50%, so we will increase contact opportunities by expanding e-promotion. We will
work to achieve a medical practice where at least 1 out of 2 physicians will be a physician prescribing 10 or
more Kampo products.
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China business: Achieve operating profit g TSUMLA

« In the crude drug platform, we estimate sales CAGR of 30%

-« In FY 2024, we plan an improvement in the operating profit margin owing to an
expansion in scale that focuses on profitability

= Net sales and operating profit margin in
Crude drug platform policy the crude drug platform

“Expand scale focusing on 21.6 billion yen
prOﬁtabilitv" 18.7 billion yen (forecast)
« Emphasis on improving profit 15.3 billion yen Net sales
margins
9.9 billion yen
« Expand sales mainly to business 6%.-
i plus
partners that recognize the value 5.2% E————
of hlgh quallty margin
2021 2022 2023 2024

28
The China business as a whole will be profitable in terms of operating profit.

In the first medium-term management plan, the crude drug platform is targeting a sales CAGR of 30%, which
is expected to be achieved. For FY2024, we aim to achieve an operating margin of 6% or more by focusing on
improving profit margins and expanding sales, especially to customers who recognize the value of our high
quality.

Until FY2023, various expenses, including investments in the formulation platform infrastructure, exceeded
the operating profit of the crude drug platform, resulting in a loss for the China business as a whole, but in
FY2024, an increase in the operating profit of the crude drug platform will bring the overall China market into
the black.
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Invest to further strengthen the stable supply system =5 TSUMLRA

Capex

m Accelerate the bolstering of production capacity,
34.0 billion yen

Improved productivity through automation,
newly establish a warehouse, etc.

Main investment activities Total FY 2024 investment Period
investment amount

*Approx. +15.0 billion ven YoY

Tianjin Plant Phase 2 and Phase 3
construction

(Manufacturing of Kampo powdered
extracts)

25.0 billion yen 9.5 billion yen FY 2021 - FY 2026

Newly establish a manufacturing
process for Kampo powered extracts, 68.0 billion yen 10.5 billion yen FY 2024 - FY 2027
and a granulation packaging process

Yubari Tsumura

Expand a crude drug warehouse 2.5 billion yen 1.5 billion yen FY 2023 - FY 2025

m Additional manufacturing costs Expense:

+2.5
billion yen YoY

Main activities FY 2024 increase in value

Hike headcount to newly establish

manufacturing line, etc. +1.0 billion yen

Strengthen prevention and maintenance, +1.5 billion yen

secure warehouse, etc.
: (oo [Eu] o]

29

We will invest to further strengthen our stable supply system, which is one of the objectives of the NHI drug
price revision in FY2024.

This investment will not be completed in a single year, but we will continue to make the necessary investments
in FY2025 and beyond. Today, we will explain the specifics for FY2024, and the details for FY2025 and beyond
will be presented in the second medium-term management plan to be released next fiscal year.

In FY2024, we plan to invest JPY34 billion in tangible fixed assets, up JPY15 billion from the previous year, to
accelerate production capacity expansion, improve productivity through automation, and build new
warehouses. The first of these is the second and third phases of construction at the Tianjin plant, which has
been underway for some time. The total investment is JPY25 billion, with JPY13 billion invested by FY2023 and
JPY9.5 billion planned for FY2024.

Next, as a new major investment, we will increase the capacity of the manufacturing process for Chinese
Kampo extract powder and its downstream process, the granulation and packaging process. The total
investment is JPY68 billion, with JPY10.5 billion to be invested in FY2024.

And in order to increase the amount of crude drug inventory stored in Japan in response to increased
production, Yubari Tsumura will expand its crude drug warehouse. The total investment is JPY2.5 billion, with
a planned investment of JPY1.5 billion in FY2024.

An additional JPY1.5 billion is also projected for strengthening preventive maintenance, etc. We will continue
to invest in further strengthening our stable supply system to support the expansion of the Kampo market.
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Initiatives for the Visualization of Non-financial Value of Tsumura’s -;-Tsumum
Business Operations

B/ 7. Financial
capital

(1) Value of pharmaceutical products derived
from natural ingredients

relationship
capital

e [(2) Value in the Kampo value chain J

(3) Value of the organization and human
capital

Approach for Visualization Using an Optimal Analytic Method

( Value
Impact Yanagi VTA (Value
i relevance :
Accounting model- A : Tree Analysis) LR
L nalysis-

*1: Model developed by Ryohei Yanagi employed in the “CFO Policy (CHUOKEIZAI-SHA HOLDINGS, INC. 2020)"

*2: One analytic method in Digital ESG Data Analytics of ABEAM Consulting Ltd. 10

Next, | would like to discuss the concept of pre-financial capital and corporate value enhancement.

In our Integrated Report, we present a seven-capital value creation cycle, including organizational capital, in
addition to the six capitals of the International Integrated Reporting Framework. We are working to visualize
how our efforts in each of the six invisible capitals, other than financial capital, will lead to future financial
value, to gain a better understanding of these capitals, and to clarify issues in these efforts and promote
improvements.

We hope to contribute to the health of even more people by providing an easy-to-understand understanding
of the value of pharmaceuticals derived from natural ingredients, including their multi-component nature and
indications for integrative medicine.

We would also like to approach the value in the Kampo value chain, for example, the cultivation of crude
drugs with controlled safety and quality through our proprietary GACP, and the value of our organization and
human capital, which are the foundation of our company, through analytical methods that have been
developed and focused on in recent years.
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Initiatives for the visualization of the relevance of pre-
financial capital and corporate value improvement
Goal: Visualization of the relevance of initiatives related to pre-financial capital and the

corporate value improvement
Analyze issues through visualization to contribute to the improvement of initiatives

A TSUMURA

Analytic method: Overview (Yanagi model) analysis *1
- Value relevance analysis (Implement analysis: ABEAM Consulting Ltd., Digital ESG Data Analytics)

+ Example of analysis: Results of overview analysis (excerpt)

Employment Work-life balance
4 Promotion rate (fema|e employees) + Paid leave acquisition rate (All employees)
1% increase — PBR improved 0.27% after two vears 1% increase — PBR improved 7.37% after two years
+ Average number of days of childcare leave taken (female
Employee health employees)
4 Health checkup rate 1% increase — PBR improved 1.25% after one year

1% increase — PBR improved 12.72% after three years  # Average period of childcare leave taken (female employees)

1% increase — PBR improved 0.28% after two years

positive correlation to pre-financial capital and PBR.
Implementing a detailed analysis of the results. In accordance with the analytical results, extract issues from each initiative to contribute to
improvements. Results of detailed analysis is scheduled to be disclosed. Plan to continue to implement this analysis.

*1: Analysis using the ABEAM Consulting Ltd. Digital ESG Platform in accordance with the model developed by Ryohei Yanagi based on the “CFO Policy
(CHUQKEIZAI-SHA HOLDINGS, INC. 2020)" 31

As afirst step toward the initiatives | just mentioned, in FY2023, ABeam Consulting's Digital ESG Data Analytics
conducted a bird's eye view analysis and value relevance analysis of our pre-financial capital initiatives.

The overarching analysis analyzes the correlation between indicators and PBR in ESG activities. In this case,
we collected and analyzed data on 502 indicators, and as a result, significant and desirable correlations with
PBR were detected in 36 indicators.

We are currently in the process of conducting a detailed internal analysis of the results, and | have presented
some of these results on the slides today. We will prepare to disclose the results of the detailed analysis and
the issues and improvement measures extracted from the analysis in our future integrated reports and other
documents.
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Finally, | would like to update you on our capital policy.

We started in-house management using ROIC at the beginning of the first medium-term management plan,
and are working on business management that contributes to corporate value enhancement, after setting
KPlIs corresponding to profitability improvement, balance sheet improvement, etc.

In addition to those, and this is what we presented on November 7, 2023, we will accelerate our efforts to
address each of these issues by breaking them down into profitability, asset turnover, and financial leverage.
Under this policy, we will explain our efforts in FY2024 on the next page and beyond.
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Capital Efficiency Improvement: Initiatives to Improve the Balance e TSUMRA
Sheet

Improved B/S by curtailing the collection site for accounts receivables and
decreasing cross-shareholdings

S I

Curtail the collection site for Decrease cross-shareholdings
accounts receivables

Negotiate with business partners on Based on a policy with a principle of zero
collection sites for accounts receivables and

From FY 2024, aim to realize full-
fledged reduction and cut by half
early on

Reduce in stages by
approximately 20%

*Excluding shares with a purpese of forming a capital and business alliance

33
This is a specific balance sheet improvement initiative to improve capital efficiency.

We will improve our balance sheet and capital efficiency by shortening the accounts receivable collection
period and reducing strategic stock holdings. We are negotiating with pharmaceutical distributors and
wholesalers to shorten the collection period for accounts receivable, aiming to shorten the period by 20% in
stages from the current level.

We have been gradually reducing our policy shareholdings through ongoing negotiations with our
counterparties, but under the policy of zero shareholdings in principle, we will achieve a full-scale reduction
starting this fiscal year, aiming to halve the number of shares held as soon as possible.
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Cash allocation P TSUMLRA

In addition to the Operating CF, create cash by improving the balance sheet, and allocate
to the further growth of shareholder returns and business operations

Cash allocation(FY2024)

Operating CF

Business
20 billion yen infrastructure
investment
Growth
. Bal heet investment
Cash allocation(FY2023) alance shee N
management 38 billion yen+aQ
Operating CF BT 30 billion yen
5.6billion yen .
infrastructure
Balance sheet investment -
management Growth
investment
o o Bond redemption
20 billion yen . e
=2 b + Borrowings 15 billion yen
Cash in Cash out Cash in Cash out

34

Cash allocation for FY2024.

In addition to operating cash flow, cash is generated through balance sheet management and allocated to
shareholder returns and further business growth. Cash inflow is expected to be JPY20 billion from operating
cash flow and JPY30 billion from balance sheet management, including CCC improvement, reduction of cash
on hand, and reduction of policy shareholdings.

Borrowings will be funded appropriately from time to time while confirming the level of cash and deposits on
hand and funding needs. Cash outflows are expected to be more than JPY38 billion for business infrastructure
and growth investments, JPY9 billion for shareholder returns, and JPY15 billion for the redemption of bonds
scheduled for the end of May.
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Shareholder returns P TSUMLRA

e . 3.6%
« In FY 2023, per-share dividend hiked to 85 yen
« In FY 2024, we expect to payout a dividend of 136 yen in accordance \"
with the shareholder return policy
« Aim for the realization of a DOE of 5% 2.5% .-°° 136
.’ yen per share

2.00/0 +51 yen per
h.
Target level Dividend hike

V)
Published on November 7, 2023 =e=D0E (96)

+21 yen per 85
share yen per share

Dividend hike
DOE 5% 64 onper 64 yenser

= Dividend payout ratio of
50% x ROE of 10%

________________________ Fiscal year-
i Existing Businesses di;{,‘:nd

i DOE of 4%-plus !

Interim
dividend

2013 - 2021 2022 2023 2024
forecast
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Finally, shareholder returns.

As for the dividend for FY2023, we have increased the dividend by JPY15 per share from the most recent
dividend forecast to JPY85 per share for the full year, since net profit for the year exceeded our forecast. DOE
will be 2.5%.

We consider the return of profits to shareholders as an important policy of the Company and have paid an
annual dividend of JPY64 per share for 10 years from FY2013 to FY2022, based on the principle of maintaining
stable dividends.

On November 7, 2023, as part of our efforts to enhance corporate value over the medium to long term toward
the realization of TSUMURA VISION "Cho-WA" 2031, we announced revisions to our basic capital policy and
shareholder return policy with the aim of further enhancing shareholder returns while maintaining a balance
between maintaining financial soundness and investing in growth under management based on balance sheet
management.

Based on this policy, | have told you that in FY2023, we will increase the dividend by JPY21 per share from the
previous year to JPY85 per share for the year. Based on the earnings forecast and shareholder return policy
explained to you, we will increase the dividend for FY2024 by JPY51 per share, to a projected annual dividend
of JPY136 per share. The dividend payout ratio will be 36.2% and DOE will be 3.6%.

We will also continue to make investments that contribute to the sustainable expansion of our domestic
business and the growth and foundation building of our China business, thereby accelerating our efforts to
enhance our medium- and long-term corporate value and achieve our target level of DOE of 5%.

That concludes my explanation.

Kitamura: Thank you very much. Finally, Mr. Kaneko will explain the progress of development in the United
States. Please begin.
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Today’s Agenda P TSUMURA

1. Complete Patient Enrollment for the Late Phase II Trial for TU-100

2. Tackle TU-100 US Development
3. Outlook Going Forward

38

Kaneko: My name is Kaneko, International Pharmaceutical Research & Development Division. Thank you very
much for your participation today.

We are pleased to announce the completion of patient enrollment for the late stage Phase Il study ofTU-100,
in the United States, which we are working on.

Today, | will be speaking in three parts.

1-1. Summary and Trends for the TU-100 Trial = TSUMUA

https://clinicaltrials.gov/ct2/show/NCT04742907 ?term=TU-100&cntry=US&draw=2&rank=7

Target disease: Postoperative ileus (POI)

Trial format: Multi-center, randomized, double-blind, placebo-controlled trial
Target cases: 402 cases

Group structure: 15g/day group, 7.5g/day group, placebo group

Patient enrollment period: July 2021 - March 2024 (Two years and eight
months)

Main endpoints: Recovery time for gastrointestinal functions

e ™\
The COVID-19 pandemic broke out in and after 2020. And given that rivals |
halted and/or suspended development,

we completed patient enrollment with a target sample size of 402
cases in March 2024!

N S
40
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First, | will report the completion of patient registration.

The target disease for this clinical trial is postoperative ileus. Hereafter abbreviated as POI. The trial format is
a multicenter, randomized, double-blind, placebo-controlled trial with a target number of 402 patients in a
late phase Il study.

The COVID-19 pandemic broke out in and after 2020 and at the start of this trial, patient enrollment was not
as high as expected, making it a challenge in a harsh environment. While our competitors in POI drug
development have either discontinued or suspended their trial, we have completed the patient enroliment
period as shown here, and have completed the enroliment of the target number of 402 patients in our trial
by March 2024.

1-2. TU-100 US Development System TSUMLRA

Proceed as an amazing “single team”

°_0 QoL
-‘- Digestive surgeons in Japan (\f-{ﬁ

- (Physicians that well-versed in POI and
Digestive surgeons in US prescribesTU-100) Medical consultants
(Global KOL well-versed in POI) (Experience in developing POI

. treatment)
Tsumura International o0 o

Pharmaceutical Research lH\

& Development
Project member

o

Former FDA examiner
(FDA application consultation) O

o=

490D
=)o

=4S

lobal CRO

O O World-leadin

«Q
Q

Consultant well-versed in FDA US pharmaceutical

CMC: Chemistry, Manufacturing and Control appllcatlons related to CMC affairs consultant
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The clinical protocol for this trial was developed in collaboration with gastroenterological surgeons in Japan
and the US who are familiar with the pathogenesis of POl and have agreed to support the development of TU-
100 in the US. The trial is being conducted with the clinical trial advice of a medical consultant team with
experience in the development of drugs for POI. As this slide shows, we are also progressing through
numerous other cooperation and support, forming an amazing single team.
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1-3. Initiatives for the TU-100 Trial = TSUMURA

Multi-center, randomized, double- Direct and detailed Execute under a strict Secure Kampo formulation
blind, placebo-controlled trial, being communication with safety management manufacturing management
participated in by 43 medical centers centers participating in system by settingup a  technology and reliability to
in the US the trial data safety monitoring minimize lot-to-lot variation
committee Provide a placebo drug that
utilizes the same manufacturing
knowhow

v

Reconfirm medical needs to treat POI and expectations in herbal medicines

42

43 medical facilities across the US participated in the trial. Our direct and attentive communication with the
sites participating in the clinical trial allowed us to reaffirm their expectations for the botanical drugs and their
medical needs for postoperative ileus.

In addition, in order to ensure the safety of the subjects, we proceeded with this clinical trial under a strict
safety control system. And although it was not easy to manufacture placebo drugs for Kampo medicines, we
were able to deliver the actual drugs and placebo drugs to the clinical trial sites without delay by investing in
our technology. These achievements give us great confidence as we move forward with our overseas
expansion.

2-1. Origin of TU-100 US Development S TSUMUA

In the US, domains in which the use of Western
drug treatment is a difficult, we aim to help
treatment for US patients through the development
of Kampo formulations that will have a specific
effect for diseases!

44
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Next, | would like to explain the background of the TU-100, our target areas, and peripheral information on
the TU-100, titled "Tackle TU-100 US Development."

First of all, this slide shows the origin of the TU-100 US development.

Our goal is to help treat US patients through the development of diseases in which Kampo products may be
specifically effective in areas that are difficult to treat with Western medicines in the United States.

2-2. History of TU-100 US Development P TSUMUA

Going from unscientific to scientifically verified

2016

2007 - 2015 2009 Releasdel;'boﬁanical drug development guidance”, which was
ini i i the US FDA
Ob_talmng Ev}:(dence for Daikenchuto adorned the introduction of TEVISES DYt
Daikenchuto “SURGERY,” a US medical journal 2016 .
Stomach and Kono T, Surgery 2009 Launch the “Study group on the Future Vision
esophagus team for Kampo—Responsibility for People’s Health
Liver surgery and Healthcare” in collaboration with industry, 2018
team government, academia and related organizations

Consolidate TU-100 US

e development into POI
team

trial!
phar?na:;\ngy Kampo medicine symposium at the World
Congress of 15S/SIC
Scientific evaluation of safety and Australia (2009) )
efficacy of Daikenchuto in the Finland (2013) Recommendations from the “Study Group
gastroma on the Future Vision for Kampo—

Responsibility for People’s Health and
Healthcare” (Section 5)

#DKT Forum: Established in 2007 with the purpese of building up Promote OVerseas deployment of
clinical evidence for diseases and symptoms targeted by Daikenchuto

owing to support from gastrointestinal surgeons who are KOLs. Kamgo formulations
Announced research results, including at academic conferences in

Japan and abroad, opportunity to promote the international

development of Kampo medicine.

Boost the degree of international focus on Kampo medicines
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The history of TU-100 US development is a long one. The Japanese gastrointestinal surgical KOLs spearheaded
the evidence acquisition research activities for Daikenchuto that began in 2007, which resulted in
comprehensive findings to obtain clinical evidence for Daikenchuto in various gastrointestinal fields. This has
now provided the impetus to strongly promote the development of TU-100 in the United States.

In addition to triggering a variety of events as shown here, the Proposal 5 of the Study Group on the Future
Vision for Kampo—Responsibility for People’s Health and Healthcare, which was established in collaboration
with industry, government, academia, and related organizations, includes the phrase "promotion of overseas
deployment of Kampo products."

The FDA, the US regulatory authority, issued a revised botanical drug development guidance in 2016. We are
using this guidance as a bible for our US development, and | will discuss this guidance in detail in the following
slides.
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2-3. Survey on the marketability and treatments for POI disease LR TSUMURA

POI (Postoperative ileus) is an unmet medical need

POILis a
Pathological condition that impairs the peristaltic action of the intestinal
tract due to abdominal surgery
There are main causal factors and the progression of the disease is
complex

US market evaluation of POI medicines: US HCUP database

+ The probability of POI occurring is high in digestive system surgeries
Colectomy: 14.90%, other types of gastrointestinal resections: 18.63%

* The number of digestive system surgeries to continue to increase going forward

2015 2019 2025

VB AL L 2.08 million 1.97 million 1.87 million

potential of triggering POI
Portion of disgestive system

A 730,000 750,000 770,000
surgeries

* The only treatment for POI is Alvimopan (p-opioid receptor antagonist)

This data are the results of an analysis implemented in 2021 based on IQVIA data and a survey.
IQVIA assumes no responsibility for any impact brought about from the use of these results. 46

First of all, this slide shows the results of our research on POI, which is our target disease, its pathogenesis,
marketability in the US, and therapeutic agents.

POI is a condition in which peristalsis of the intestinal tract is impaired by abdominal surgery. There are
multiple causes of the disease, or etiologies, and the onset and progression of the disease are very complex.

We regularly conduct direct interviews with medical research firms and gastroenterologists in the US and have
come to the conclusion that this POl is an unmet medical need.

For example, even with today's increasing medical technology, the incidence of POI in gastrointestinal
surgeries remains high, as shown in the figures here. The number of gastrointestinal surgeries will continue
to increase, as shown in the table below.

And the only POl treatment approved by the US FDA is Alvimopan, p-opioid receptor antagonist. In prescribing
this medication, there is a risk of side effects such as myocardial infarction due to long-term use of the
medication, and therefore, strict supervision is required.
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2-4. Unique Mechanism of Action of TU-100

Three mechanisms
of action

« Kubota K, Neurogastroenterol

P TSUMLRA

v' Multi-component/multi-targeted
drug therapy

v" Enrich clinical and basic research

v' Component crude drugs and main

Motil. 2019

pharmacological ingredients
+ Yoshikawa K, Surg Today 2012

Promotes
intestinal motili

- Japanese peppers

hydroxy a-sanshool

Mol K
N \‘( NN
[¢]

- Dried ginger

Increase in

intestinal Anti-inflammatory —_— | 0
-shogao
blood flow [81-sheg 2z
+ Kono T, Am J Physiol Gastrointest + Ueno N, PLoS One. 2019 . Ho OCH
Liver Physiol. 2013 - T Hayakawa, e Glnseng 3

ginsenoside Rb;

+ Suzuki K, PLoS One. 2021 J Smooth Muscle Res. 1999

Pharmacological effects owing to
compound actions

Glc2Gic.,
(o)
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In contrast, TU-100 is a multi-component, multi-targeted drug with multiple mechanisms of action, consisting
of the three crude drugs shown on the right hand side of this slide: Japanese peppers, dried ginger, and
ginseng.

As | mentioned earlier, POl is a complex condition with multiple etiologies, and the drug properties of TU-100,
with its multiple mechanisms of action, are of interest to the physicians participating in this clinical trial and
are one of the main reasons why they expect TU-100 to be clinically effective.

2-5. Transition in US FDA Botanical Drug Guidance FTSUMURA
US FDA released the first edition of the “Botanical Drug Guidance” in June 2004
Guidance for Industry on Botanical Drug Products
Measures to promote the development of herbal/botanical pharmaceutical
products after presenting clinical evidence on the same level as a small-molecule
synthetic drug:

— Many herbal (botanical) drug manufacturers around the world applied for clinical trials
and tackled development in the US

— Issues arise that are unique to the quality control and clinical evidence regarding herbal
(botanical) medicine (product)

December 2016: Released a revised edition of the “Botanical Drug Development Guidance”
Botanical Drug Development: Guidance for Industry

Keyword: Totality of the Evidence
Regarding the ambiguity of safety and efficacy unique to botanical medicines
(products), clarify evidence with respect to clinical evaluations,
chemical/manufacturing management, management of raw material crude
drugs, and biological quality control, and mutually request consistent
management controls:

— Promote development of botanical medicine (products) that fulfills the standardization of

high quality, naturally including those dealing with safety and efficacy 48
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Next, | would like to explain the evolution of the US FDA's Botanical Drug Guidance.

The FDA issued guidance in 2004, as written on top, to encourage drug manufacturers to develop botanical
drugs. In response, many botanical drug manufacturers around the world took action to file clinical trial
applications and US development challenges. At the same time, issues such as the difficulty of quality control
unique to botanical drugs and the reproducibility of clinical evidence became apparent.

And in 2016, the FDA issued the revised guidance shown at the bottom of this slide. This was a specific concept
of botanical drug development and development requirements. The key phrase is Totality of the Evidence,
which requires the clarification of evidence from various aspects and a mutually consistent management
system and coordination.

2-6. Development Requirements for Botanical Medicines (Products) A TSUMRA
Sought by the US FDA

Source: Revised Botanical Drug Development Guidance 2016 materials released by the US FDA

Approach unique to herbal medicines with large fluctuations in quality

( Drug quality control

CMC: Chemistry, Manufacturing and Control

GACP: Good Agricultural and Collection Practice
Selection of production area/GACP

- ——

/”~ Management items for

’

g' synthetic drugs \

i 1

. 1 !

Phase I clinical trial Totality of i CMC development !
Verification of the span of - Manufacturing :
component control the EVld ence '\_ method/quality assessment /;

I I

. . : Management of all active :
Clinical trials of several batches 1 components 1
1 Management of all component 1

: ingredients :

! 1

1

I

/

Bioassay development i In herbal (botanical) medicines
e = (products), full-scale
Quantification of drug efficacy % management is not possible 4
\

i ——————————— -

Evaluate everything objectively/comprehensively, and derive highly reliable quality control methods
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Regarding totality of the evidence, please see this slide.

In the development of synthetic drugs, we develop compounds and CMCs that are limited to the synthetic
drug control items shown on the right hand side. On the other hand, in botanical drugs such as Kampo
medicines, it is not possible to control all identification at the component level because they are
pharmaceuticals derived from natural ingredients.

Therefore, the FDA Instructions the use of multiple batches of clinical trials to control the range of variation
in the control adjustment. For example, we are seeking to conduct Plll studies using multiple investigational
drugs and batches by combining crude drugs from different production areas, etc., and to verify the breadth
of ingredient control to ensure efficacy and safety with those results.

It also requires the development of bioassays that reflect clinical efficacy, i.e., quality control with biological
tests, and the selection of the source for quality control of raw material crude drugs and GACP control.

In other words, as shown below, the key is to objectively and comprehensively evaluate everything and derive
a reliable quality control method.
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What this slide will help you understand is that the quality control requirements for botanical drug
development are much more diverse and involve more difficult challenges than those for synthetic drug
development.

There are currently no FDA-approved botanicals that follow this Totality of the Evidence guidance for
botanical drug development. We will meet these world-class requirements and challenge US development in
a foolproof manner.

2-7. Development Requirements for Botanical Medicines (Products)

Sought by the US FDA: Drug quality control
GACP, basic structure

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
Certificate”

Education,
Audit,
Certification

PDCA Cycle in the GACP

© Company regulations:
Tsumura GACP
© GACP procedure manuals

Tsumura GACP

© The Standard of
Botanical Raw Material
Production (SBP)

@ I_SI{TI.II!H GACP

Furthermore, the FDA requires the following:

- 3

GACP: Good Agricultural and Collection Practice

© Recording to the crude drug
production history
management sheet
*Cultivation Nn'?
«Agrichemical and fertilizer
usage history
+History of preparation and
processing

@ Audit of production
groups

source: Tsumura INTEGRATED REPORT 2023

v Develop a DNA testing method to confirm original (source) plants

v Identify specific compounds from among plant species, and quantify as a management indicator

v Select and fix focus on several crude drug production areas that are geographically adjacent
— Conduct a comprehensive physical chemistry examination of each crude drug lot, acquire crude drug quality in set
production areas over a 3-5 year period, and geographically manage over time the quality originating from each

production area

drugs

P TSUMURA

Stable supply of
uniform crude
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As an example of the development requirements for botanical drugs, we present the issue of crude drug
quality control.

The GACP, which | mentioned earlier, is the good agricultural practices for medicinal plants issued by WHO in
2003. We have established and are operating our own Tsumura crude drug GACP system, and through
communication with the FDA, we will resolve the issues shown at the bottom of this slide to further evolve
our crude drug GACP system.
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2-8. Development Requirements for Botanical Medicines (Products)

Sought by the US FDA: CMC development
Features of botanical medicines: Variations between lots inevitable

» Multi-components (mix of diverse compounds)

« Extremely difficult to identify all substance levels
» Differences between lots, including variety of raw material plants, cultivation areas,
harvest years, weather and agricultural methods

Physical and chemical analysis of the

TU-100 po&tdered extract
8 -
. Meanwhile, the opt
its “crude drug prod

management teq

ction control/lot
hnology”

=+

- 43240

10-GN - 45.123

%

making a comparison

P TSUMLRA

CMC: Chemistry, Manufacturing and Control

mal strength of Tsumura is

The assessment of the validity of the
width in variation is determined by

with the results of

clinical trials and bioassay trials
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Another example of the development requirements of the US FDA is the challenges of CMC development.

Since the raw materials of botanical drugs are natural products, lot-to-lot variations are inevitable. The
greatest difficulty in developing botanical drugs as ethical drugs is controlling this lot-to-lot variability.

On the other hand, our greatest strength lies in our crude drug production management, including crude drug
cultivation, and lot management technology. We will continue to strive to leverage this strength, backed by
the trust and achievements of our company, which has been in business for more than 130 years.

2-9. Obtained Results and Ripple Effect owing to US
Development of TU-100 ©

. Clinical trial on safety/efficacy
Intestinal bacteria research

. Human blood pharmacokinetics

Survey on frequency of side-
effects

Build a crude drug reference
database

6. Systemize the quality control
method in accordance with
global standards

Acquire evidence for TU-100 and deepen
understanding of pharmacology

Accumulate knowhow for intestinal bacteria
research

Pioneer of the same trial method for plant
extraction formulations. — Enhance package
insert

Quantify safety data for Kampo medicine
owing to a scale of data consisting of 3,000
cases

Establish a method for a raw material crude
drug lot comparison and management using a "
principal component analysis

Implement PIC/S GMP andGACP in Kampo
manufacturing

P TSUMLRA

Expand/apply to
other Kampo
medicines

Improve the
quality of
Kampo
medicine

PIC/S : Pharmaceutical Inspection Convention and Pharmaceutical Inspection Co-operation Scheme.

GMP: Good Manufacturing Practice. Standards related to manufacturing management and quality control

GACP: Good Agricultural and Collection Practices.
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Although the development of the TU-100 in the US has taken a long time due to the above-mentioned
difficulties, there are many results that have been achieved through this process. First, the results of safety,
efficacy, and clinical trials have contributed to an increase in the number of prescriptions in actual clinical
practice through the acquisition of evidence for TU-100 and a deeper understanding of its pharmacodynamics.

In the area of intestinal bacteria research, in response to the FDA's remarks, we have entered into a joint
research agreement with a world-class research institute in the US, and have acquired expertise in research
on intestinal bacteria.

The difficulty in human blood pharmacokinetic testing is the technology to identify the target of measurement
from among the myriad of candidate compounds derived from Kampo medicines, as well as the technology
for quantitative analysis of trace components in blood samples.

Before the survey on the frequency of adverse drug reactions, we could only say that the risk of adverse drug
reactions was low when explaining the safety of Kampo medicines. After the survey on the frequency of side
effects of Daikenchuto, 3,269 patients taking Daikenchuto medication were surveyed, resulting in 64 cases of
72 adverse reactions with an incidence rate of 2%. Thus, for the first time in the Kampo industry, macro safety
information can be explained numerically.

These results, obtained in accordance with the FDA's instructions, have now become well-established know-
how that has been expanded and applied to other Kampo medicines. Some of the results are also reflected in
the attached documents.

Regarding the establishment of a crude drug reference database, the FDA has proposed that data on raw
material crude drugs be obtained by region of origin and that this be analyzed in a database. We aim to
establish a methodology for lot comparison and quality of raw material crude drugs using principal component
analysis, which is a commonly used method for multivariate statistical analysis.

This achievement has contributed greatly to the promotion of PIC/S_GMP and GACP compliance in the
manufacture of Kampo medicines. The results of these 5 and 6 have been a major driving force in improving
the overall quality of our company's Kampo medicines production.
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2-10. Results Obtained from the US Development of TU-1000 ';'TSUITIUV\

Build up evidence for TU-100 TSUMURA VISION
Accumulate pharmaceutical Realize “Cho-WA" 2031
development knowhow

Clinical trial on safety/efficacy

Intestinal bacteria research m [PHC] Personalized Health Care

Human pharmacokinetics trial N P

Survey on frequency of side-effects [PDS] Pre-symptomatic Disease

Build a _crude drug _reference database_ and Science

Systemize the quality control method in [PAD] Potential-Abilities Development

accordance with global standards

Positive results R .
for the Kampo Kampo—Responsibility for People’s Health and Healthcare” (Section 5)
industry overall

Realize the recommendations of the “Study Group on the Future Vision for

Recommendation 1: Necessity of Kampo formulations in medicine

Recommendation 5: Promote the overseas deployment Recommendation 2: Promote research with respect to Kampgo,
of Kampo formulations formulations, etc.
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Furthermore, the results of TU-100 US development have not only contributed to building evidence for TU-
100 and accumulating drug development know-how. It is one of the driving forces to realize our company's
TSUMURA VISION "Cho-WA" 2031.

In particular, in relation to PAD or Potential-Abilities Development, the TU-100 US development is a challenge
to cultivate a corporate culture that draws out individual potential through dialogue with KOLs and healthcare
professionals in Japan and overseas, and to develop a Kampo business that has no model in the world. It is
truly creating opportunities for the development of global human resources.

Please see the bottom of this slide. The realization of the Study Group on the Future Vision for Kampo—
Responsibility for People’s Health and Healthcare has had a positive effect on the Kampo industry as a whole.
Many stakeholders outside of the Company are paying close attention to the future of the TU-100 US
development and have high expectations for the initiative.
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3-1. Short-Term Plan P TSUMLRA

« Analysis of TU-100 clinical trial data (summer)
» Address FDA inquiries on the CMCsx1 development strategy
+ Propose alliance activity policy

4 N

Reset the master schedule for TU-100 US
development

Development activities for Phase III trial..

\ J

%1 CMC: Chemistry, Manufacturing and Control %2 Assuming success of late stage PII clinical trial
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This is the outlook for the future.

First, let me explain our short-term plan. The results of the TU-100 clinical trial are currently undergoing data
cleaning. In deciding on the re-scheduling of the TU-100 US development master schedule and development
activities for the Plll trial, we will announce our development policy to the public at an appropriate time after
repeated surveys of the medical market and comprehensive discussions on the feasibility of CMC
development strategies, alliance activity policies, and other issues.

That is all. Since the results of the clinical trial are not yet known, we reported the completion of patient
enrollment in the late phase Il trial as an interim analysis, and presented a summary of our efforts to date.
Please accept my apologies for omitting the details of the long-term outlook. Thank you for your attention.

Kitamura: Thank you very much. This concludes the explanation.
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Question & Answer

Kitamura [M]: Okay, we will now have time for questions and answers.

First, we will take questions from those in attendance at the venue and then from web participants. Please
note that each person is limited to two questions at a time. Please note that the content and audio of the
questions will be posted on our website at a later date, along with the presentation materials.

We will now take questions from the audience. Please raise your hand and we will call you. UBS Securities,
Mr. Sakai.

Sakai [Q]: My name is Sakai from UBS. First of all, | would like to ask the President. | think that in a sense, the
20% increase accompanying the NHI drug price revision can be taken as a sign that the government
understands the usefulness of the Kampo medicines that Tsumura has been working on. On the other hand,
the forecast for this fiscal year is based on the assumption that volume growth will probably be only about
2%.

Therefore, as | often write in my reports, expanding the base of demand for Kampo medicines will continue
to be an issue from now on. You mentioned that the rules of the game have changed and that your company's
business environment has changed, and based on this, you will probably issue a medium-term management
plan in the future. In light of the changes in your initiatives and the recent NHI drug price revision, what are
your thoughts on whether or not any new winds will blow, or whether or not you will be able to make them
blow, and what are your thoughts in this area?

Kato [A]: Thank you. We recognize that the business environment has changed significantly since NHI prices
changed this way. On the other hand, there are still some issues to be addressed. Although limited shipments
have decreased, they are still continuing to some extent, and we must first ensure a stable supply and
strengthen our system to achieve this.

Of course, limited shipments are being made in response to greater-than-expected demand, but in this sense,
we are fundamentally strengthening our system in response to the fact that demand is firming up.

We expect demand in the domestic Kampo market to continue to grow. As | have explained earlier, there are
many urgent issues that remain in our country, and there are many roles that only our drugs can play in these
areas, in other words, the roles that multi-component, pharmaceuticals derived from natural ingredients can
play. Especially for the elderly, who have multiple diseases, we believe that the characteristics of drugs with
multiple components should be utilized.

As shown in the previous slide, one of our consistent business strategies is to expand the market for
prescription Kampo products, which will naturally allow us to build up a variety of evidence and collect
information on the mechanisms of action and side effects. Naturally, we also need to develop areas where
we can respond to new diseases with prescription Kampo products.

Therefore, we have always aimed to reach a point where one out of every two physicians is a physician who
prescribes more than 10 prescriptions, or more than 50%, and this will continue.

| have to be a little careful in how | phrase this, but | call it a research exploratory pipeline, cases where Kampo
medicines can be used within the scope of existing indications for new diseases. For example, in the past,
Yokukansan was used for the peripheral symptoms of dementia, especially for the agitation system. Originally,
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the market for this drug was only several hundred million yen, but as a result of basic clinical research, it has
become widely used.

As you saw in the graph earlier, the use of Goreisan for edema in patients with heart failure is increasing, and
we are currently conducting research to create an environment where Goreisan can be used based on solid
evidence.

In addition, the number of patients with frailty is expected to increase in the future. It is important for patients
to be able to take care of themselves for a long time before they become frail. Therefore, we are developing
a new market for drugs that contribute to extending healthy life expectancy, such as Ninjin’yoeito and
Kamikihito, by firmly supporting such a role on an R&D basis.

We recognize that our company is required to develop and drive new demand for Kampo in both of these
areas. We would like to take advantage of the upturn in the business environment to allocate resources in
order to create a new market, and to play a role in providing evidence-based treatment to a large number of
patients. That is all.

Sakai [Q]: Thank you very much. And one more thing about the China business. | was curious about the
President's comments regarding the expansion of sales channels for crude drugs. | assume that this is a term
that ended, but will you be shifting your strategy to expanding sales channels for drug pieces? | think you have
said up until now that the Chinese business must first be considered with a focus on M&A.

I don't know whether to say that the acquisition of Unisplendour was a failure or not, but | got the impression
that it was a lesson learned and that it would be more efficient and successful if the Company expands on its
own instead of through M&A.

Do you still intend to expand both through M&A and by your own company, or have you come to the
conclusion that M&A in China will be difficult, even for your company?

Kato [A]: Thank you. We have consistently communicated that there has been no change in our strategic
policy, and there has been no change at all this time. Originally, we have been working on a separate platform
for our business. So the essential idea is that we are doing it concurrently.

Therefore, what | have just shown you is a crude drug platform. The crude drug platform is a business that is
based on the raw material of crude drugs and is exploring what value can be added to the business to
contribute to the health of the people of China. Naturally, we have done this early on and will continue to do
so on a constant scale.

For example, drug pieces, which are not well developed in Japan, are a method of prescribing chopped crude
drugs in a customized formulation for each patient. This alone is a market of about JPY4 trillion in China.

Unfortunately, in Japan, most of the products are standardized extract drugs like ours, so this type of business
has not developed domestically, but on the flip side, both are necessary. If we treat a large number of people
with a standard treatment, we will be able to obtain a variety of evidence and evaluate the effectiveness of
such treatment.

On the other hand, each person's disease state is different and there are individual differences, so in that
sense, providing prescriptions tailored to each person's needs is also highly needed and effective.

This is not possible in Japan, but it is possible in China. | am sorry to say that we have not been able to make
much headway in the drug pieces business and the extract business. The traditional Chinese medicinal
products business, which | mentioned as the most important issue for this fiscal year, is our strongest area of
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expertise, so there is no way that we will shrink this business at all, and our policy remains the same of making
it our core business.

However, the environment of business is quite tough in some areas, and the case of Shaanxi Unisplendour
mentioned earlier is not a failure. Unfortunately, the project was not completed due to unforeseen
circumstances in a successful situation. We have not changed our policy at all, nor have we changed our way
of thinking at all, as we are naturally negotiating with new partners and so on. That is all.

Sakai [Q]: Sorry, just one thing. Yes or no is fine, but can | assume that your relationship with Ping An will
remain the same?

Kato [A]: It hasn't changed at all.
Sakai [M]: Thank you very much.
Kitamura [M]: Thank you very much. Now, Mr. Akahane from Tokai Tokyo Intelligence Laboratory.

Akahane [Q]: | am Akahane from Tokai Tokyo Intelligence Laboratory. | would love to hear about the TU-100
in the US, but since | can only ask two questions, | will limit myself to questions about business results.

First of all, although the actual results were favorable, 4Q sales were JPY35 billion with an operating profit of
JPY880 million. There are limited shipments and the larger mainstay areas increase by 50% NHI. Of course, if
you're a medical institution, you want,as temporary demand.

Looking at these numbers alone, | can see that you didn't respond to them, but in fact, the medical institutions
must have told you to bring them if it goes up this much, . How did your company respond to this? Also, | was
wondering if you could tell me how this relates to limited shipments. It doesn't have to be quantitative. It
would be helpful if you could just give us an idea of what it looked like. This is the first question.

Sorada [A]: | am Sorada, Head of the Sales and Marketing Division. Thank you for your question. As you
mentioned, there was a strong demand from various medical institutions to make purchases. However, if
products are unevenly distributed or missing in some areas, it would cause inconvenience to patients.
Therefore, we asked for the cooperation of our distributors and shipped about the same amount as the
previous year. We kept our shipments about 5% higher than the previous year.

Many of the comments we have received indicate that TSUMURA's efforts over the years have paid off.

Akahane [Q]: | understand it very well. | would like to hear about the forecast, but earlier than that, the drug
price went up significantly 21.6% weighted average , so of course this is a stable supply for the administration.
I had a tour of the factory the other day, and there is only about a two-week supply of stock in Japan. | believe
that since they raised prices, they consider this to be a stable long-term supply. | will ask you about the details
of this JPY68 billion investment in due course, but for now, what do you envision for the long-term
investment? Shanghai and Tianjin would not be risk averse at all from a China risk perspective. You don't have
to give me numbers, but do you have any medium- or long-term indicators at this point regarding warehouses,
production lines, or inventories?

Handa [A]: Thank you for your question. | will now answer your question. It may be somewhat closer to an
image, though.

You told me that you had visited the plant and now commented on the inventory. | mentioned earlier that we
will also build a warehouse. We are planning to secure a stockpile of these raw material crude drugs for the
current fiscal year and beyond.
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As for facilities related to manufacturing after this fiscal year, we have been working on Tianjin for a long time,
and although the first phase finally started operating last year, the second and third phases are still to come.
As planned, this will be largely completed this fiscal year, but we will make investments for the second and
third fiscal years this year and next. This is, first of all, the scope of what we have explained so far.

| also mentioned that future plans will be decided in the medium-term management plan. However, as you
have pointed out, our production facilities are not solely focused on China. We still have room for expansion
at the lbaraki Plant and other facilities, and we are planning to increase facilities not only for the upstream
process but also for the downstream process, or the granulation packaging process. | mentioned earlier that
this will take place over a period of several years. | have an image that this will include the upstream process
in Japan and further reinforcement of the downstream process.

In this sense, as you pointed out, we will hold inventories in stock, expand warehouses, and continue to
expand production facilities in China, as well as in China and in Japan, in the upstream and downstream
processes. The figures | just mentioned are such an image. That is all.

Akahane [Q]: | understand very well. And just to confirm, you have 90% of your crude drugs procured from
China. Will you announce in the medium-term plan how you will increase the procurement ratio from sources
other than China?

Kato [A]: The ratio doesn't change easily. We will certainly increase the amount of crude drugs in Japan, but
we need 119 crude drugs to make 129 prescriptions. However, since they are plants, some plants are difficult
to cultivate in Japan. In this sense, we will certainly expand the cultivation of crude drugs in Japan, and the
amount will increase, but Procurement ratio from China is not likely to decline.

Therefore, our basic concept is to have as much as possible of what can be grown in Japan, or in Laos or
Vietnam if it is of southern origin, so that we can diversify as much as possible, but there is a limit. That is all.

Akahane [M]: | understand very well. | will ask additional questions if there is enough time.
Kato [M]: Thank you. Mr. Sugii will answer about the concept of production.

Sugii [A]: Excuse me. | would like to add a few words regarding the expansion of production facilities. As Mr.
Handa explained earlier, Tianjin is currently undergoing the first, second, and third phases of construction,
and the first phase has just started operating, and the second and third phases are about to start up. At the
timing of the start of the third phase, the ratio of production volume between Japan and China will be roughly
half, or about 50:50.

However, this will only be temporary, and after that, as | mentioned earlier, we are planning to expand to
domestic factory sites in Ibaraki and other locations to bring the manufacturing balance to about six to four,
or six in Japan and four in China, in the future. We will consider what to do in the future, but for the time
being, our plan is to increase the ratio to that level. That is all.

Kitamura [M]: Thank you very much. Now, Mr. Kawamura, SBI SECURITIES.

Kawamura [Q]: Thank you for your explanation. This is Kawamura of SBI SECURITIES. First, can you be more
detailed about the earnings forecast?

The NHI drug price revision raises the unit price by roughly 22%, the top line by 1% to 2% due to volume
effects, and the NHI drug price revision adds JPY27 billionto operating profit. Based on my manual calculations,
the plan appears to be conservative. Can | ask more about your assumptions, such as that there are limited
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shipments, that there are some more unseen inpact included, or that it is simply conservative or not
conservative?

Handa [A]: Thank you for your question. First of all, let me conclude that we do not intend to be extremely
conservative. In that sense, as | indicated in the operating profit section, as for sales, there will be some impact
of the limited shipments until H1 of this year, but the production that is slightly restricted now due to the
renovation work in Shanghai will be resumed this summer.

The Tianjin factory, which began full-scale operations around the beginning of last year, will also be in full
swing this year. In this sense, manufacturing will gradually increase. With this as the core, we expect sales in
Japanto return to a growth trajectory this fiscal year, and in China, we fully expect top-line growth as planned.

As for the JPY27 billion in NHI prices that you pointed out, this is also something that can be calculated. As for
the question of whether the Company is conservative, | think there may be various negative factors. The
purpose of the NHI drug price revision this time is to strengthen the stable supply and global quality of our
products, and of course, we do not intend to make any unnecessary investments. These are included on the
right hand side, investments including stable supply.

Other raw material crude drugs, raw materials, and foreign exchange rates are current figures, so there is
nothing particularly conservative about them.

I mentioned the expansion of cultivation and automation as typical examples of cost reduction. By continuing
to implement these measures, we will offset the negative impact and keep it at this level.

We assume that these self-help efforts must be done quickly. That's all from me.

Kawamura [Q]: | understand. Thank you very much. | know it's a little early, but could you give me a hint
about the next term?

| think it is positive that NHI drug prices have risen so much this time, but | am still very concerned about what
will happen to these prices next fiscal year and what the unit price will be. Up until now, a few years ago, yes,
NHI prices were lowered by 2% to 3%. Then you grew in volume, and now are you going back to a figure like
2 to 3% increase in domestic sales in total? Or do you have a policy, background, or institutional story that
would allow for more discontinuous growth, or just a hint in this area?
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Domestic Business: NHI Price Revision Ratio « TSUMLA

In the NHI price revision in FY2024, 66 prescriptions will be subject to re-
calculation of unprofitable products, with a weighted average increase of
+21.6%.
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Kato [A]: Thank you. Changes in drug prices can be found on page 58. The reductions are becoming much
smaller for Kampo. A positive revision of 21%, but a negative one of 0.9%. Compressed to 0.9%.

The Head of Sales and Marketing Division has said that he will conduct sales activities in such a way that NHI
drug prices will not be lowered in the future So, the basic idea is to conduct business activities that do not
lower the NHI price and do not lower the amount raised by the price re-evaluation.

The system itself is not something that we can foresee. We do not anticipate any drastic changes in the system,
as the entire industry has opposed any policy that would cause a loss of predictability in management.

Therefore, while we do not expect to see price re-evaluation as money-losing products one after another, our
basic approach is to maintain the portion of the increase this time and to boost the overall volume by
increasing the quantity. That is all.

Kawamura [Q]: Thank you very much. Does this mean that we can basically expect that the sales will be made
in such a way that there will be no decline in the range of 3% or 4% in the future?

Kato [A]: It means selling it so that it doesn't go down 3%. The idea is to sell the product so that it will not go
down if possible.

Kawamura [M]: Thank you very much.

Kitamura [M]: Thank you very much. We will now close the floor for questions from the audience and take
guestions from web participants.

Participants at the venue can also ask additional questions if they have any. Mr. Akahane, please go ahead.

Akahane [Q]: Sorry, this is the second time. Frankly speaking, | was surprised to see the financial results this
time. Because, of course, since the NHI price went up 21.6%, that would be a 20% increase in sales and double
the profit, since the OP margin is 13.3% to begin with, so the profit margin would double given that demand
would not drop.
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However, at first, | was not expecting that you would give such a strong figure. As is the case with many basic
pharmaceutical companies in Japan, they tend to issue earnings forecasts with the eyes of the government
more in mind than those of their shareholders. It is good about the Ministry of Finance that since there is an
NHI drug price revision every year, you are already profitable and you will increase your dividend significantly.
Your company's stock price is up today, so your net asset value per share is JPY3,570, and you were able to
avoid price-to-book value ratio below 1, which is great.

From the Ministry of Health, Labor and Welfare's point of view, if a company is making a profit by raising
prices, why should they complain about increasing dividends? | think that ordinary pharmaceutical companies
are conscious of the eyes of the government, and as a result, they come up with figures like these. With the
NHI drug price revision for the next fiscal year, | think it will be difficult to say that you are making a profit, but
what was your intention in putting out these figures at the beginning of the fiscal year?

Kato [A]: Thank you. There is no intention. We have discussed the same thing at the Board of Directors
meetings. Naturally, we have thoroughly discussed what we need to do in light of the situation regarding NHI
prices.

The important thing is definitely the stable supply first. At the same time, we believe that, although Kampo
products are pharmaceuticals derived from natural ingredients, there is no drug in the world of this level of
quality, sold in such large quantities, and used under the insurance medical care system.

Therefore, we have to be a manufacturer of pharmaceuticals derived from natural ingredients that meet
global standards.

In addition, it is already clear that the background of the widespread use of Kampo products up to this point
is undoubtedly the result of research. The "drug fostering" program formulations and "growing" formulations
that we have developed so far have enabled us to build evidence, clarify the mechanism of action, and
accumulate basic and clinical research to respond to newer diseases, even within the scope of indications,
and have made it possible to use these drugs for patients and diseases for which they have not been available
until now.

We are allocating money to the public as a return of profits from the NHI price revision.

At the same time, there is still the TSE's prime market listing criteria. Currently, our PBR does not reach 1.4x,
the average for primes. However, since we are a publicly traded company, we must satisfy both perspectives.
There is no doubt that it was a very difficult decision to make.

| hope you will understand that these calculations were made as a result of thorough discussions at the Board
of Directors meetings. That is all.

Akahane [Q]: | understand very well. Thank you very much. Finally, | have a question related to development
in the US.

| have been looking at your company for quite some time. The FDA in the US has very negative things to say
about Kampo medicines. In Europe, there are herbal medicines, so | guess there is a certain level of
understanding. It is true that there is a problem of variability in phytopharmaceuticals, but your company, no,
it is not, and that is one of its great strengths. It is quite a challenge when you consider cost-effectiveness.

However, from the outside, Chinese people are very fussy about evidence, even more so than the Japanese,
so | think that proving in the US would be a great advantage for the China business that your company is
currently focusing on. If you don't intend to make much money in the US, | think it would be cost-effective,
but is this wrong? Is it a skeptical view?
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Kato [A]: No, you are not wrong. Basically, we would like to use the product primarily for the benefit of
patients in the United States. If the US approves, there will naturally be opportunities in China, Southeast Asia,
and other markets as well.

Of course, we are not just trying to make the US market profitable in terms of investment cost-effectiveness,
and as was explained earlier, there are definitely positive factors for Japan.

We are continuing this because we believe it is worth doing in total, and although the hurdles are very high,
we are taking on this challenge based on the idea that it is not out of our reach. | would appreciate your
understanding.

Akahane [M]: | understand very well. Thank you very much.
Kitamura [M]: Any other questions?

Sakai [Q]: Excuse me. UBS, Sakai. | also have a question about TU-100. Have you seen the results of Phase Ila?
| think the report is that the patient enrollment for Phase llb has been completed, and if that is successful,
you will move on to Phase lll. The protocol for Phase Il has not yet been determined. Until Phase lla, | think
it was a physician-led clinical trial led by the Mayo Clinic and others, but will that scheme change as well?

In other words, will your company be the sole developer? Mr. Kaneko, can you tell us what the probability of
success for Phase lla is?

Kaneko [A]: Thank you for your question. In the US, there was a first trial and a second trial, and after seeing
the effects of the first trial, we are now entering the second trial. We are doing this trial because of the good
results of the first trial.

We have received very unique data on the effects of POI, for example, a decrease in the incidence of
complications, and also a decrease in the index of nausea and vomiting, and if there is a significant difference,
a shorter hospital stay. We have received comments from third-party doctors that this is worth developing.

We also had the FDA review this data and comment that this is worth doing as a Proof of Concept trial just
prior to PIIl, and we are conducting this trial.

The results are still to be seen, but the results of the first trial were good, so we are confident that we will be
able to challenge the Phase Ill trial if we get good results this time.

Sakai [Q]: Is it correct in my understanding that Phase Il will be scaled according to the usual protocol, for
example, with a placebo?

Kaneko [A]: For Phase lll, it is definitely a validation trial, so | think a large-scale trial is required for the number
of N as well as placebo. However, since this is a TBT trial, we have used placebo in this trial and in the previous
trial to make comparisons.

Sakai [M]: | understand. Thank you very much.

Kitamura [M]: We have time to take at least one other question. Anybody? Now that we have almost reached
the end time, we will now conclude the briefing for business results for FY2023.

Thank you for joining us today.

[END]
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