Risks and Opportunities, Issues of Materiality

To grow sustainably, the Nippon Shinyaku Group identifies risks and opportunities by analyzing social conditions,

the market environment, and our internal condition. Each department will formulate quantitative and qualitative

targets and promotion plans to achieve the targets in order to resolve material issues, enhancing effectiveness.

Process for identifying issues of materiality

1. Listing issues

We list issues taken from the risks and
opportunities identified through an analysis
of international guidelines and standards,
social conditions, the market environment,
and our internal condition.

2. Assessing the
importance of issues

The importance of listed issues is evaluated
by mapping them on a two-axis graph—
one axis is the degree of impact on/priority
for stakeholders and the other axis is the
degree of impact on/priority for Nippon
Shinyaku’s business management.
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3. Formulating
promotion plans
and execution

For each of the issues, the relevant
department formulates not only quantitative
and qualitative targets, but also plans to
achieve those targets. The Sustainability
Committee regularly verifies progress in
implementing the plans, and if necessary,
improvements are made to activities.
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Major risks

Nippon Shinyaku’s
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Major opportunities

Actions

Lower value of existing therapies from
emerging treatments/approaches based on
new technology

Scaling down Japan-focused business due
to Japan's declining population

More intense natural disasters, more diverse
business risks

Impact of loss of end-user trust on business
activities

Creation of novel therapeutic agents using

new technologies

Higher demand for health-related products as
focus shifts from treatment to prevention

Discovery of unmet needs based on a patient-
centric perspective

Contributing to people’s health through the
creation of products and services with unique
characteristics

Maintaining a safe and high-quality supply of
products

Strengthening patient support and advocacy
activities based on patient centricity

Promoting DX

Issues of materiality

Realizing a healthy future
by creating innovation

Loss of personnel

Reduced motivation due to lack of
psychological safety

Maintenance of employee health,
diversification of human resources and work
styles, and promotion of productivity and
innovation by developing human resources

A desirable place where people enjoy
working

Creating an environment where each person
can grow and play an active role

Promoting diversity, equity and inclusion
Achieving well-being

Developing diverse human
resources and realizing
employee well-being

Loss of business opportunities due to delays
in addressing healthcare disparities

Loss of trust, and impact on business due to
the occurrence of human rights issues

Creation of new business opportunities by

improving medical facilities through support

of patients, and research in the medical and
pharmaceutical fields

Increased credibility both inside and outside

the Company due to consideration of human :

rights and environmental improvements

Stakeholder trust generated by child-related
support initiatives

Contributing to the healthcare field beyond
the provision of medicines

Improving medical access
Respecting human rights
Contributing to regions and cultures
Contributing to the future of children

Resolving social issues and
coexisting with the
community

Climate change-related extreme weather
and natural disasters

Reputational risk due to increased waste
(improper disposal), increased disposal costs
Erosion of trust and brand value due to

activities that lack consideration for animal
welfare

Reduced CO2 emissions and facility
operating costs due to climate change
actions

Climate change countermeasures
Promoting resource circulation
Conserving biodiversity

Contributing to food waste reduction

Strengthening efforts to
protect the global
environment

Increased international legal compliance.
Corruption due to reduced awareness of
integrity and compliance

Erosion of trust and brand value from
cyberattacks, data leaks or other information
security issues

Decrease in credibility among stakeholders
due to inappropriate responses

Greater trust in the Company due to
cultivation of compliance mindset and
business ethics

Trust generated by appropriate disclosures
to stakeholders

Promoting integrity
Strengthening risk management
Appropriate information disclosure

Strengthening governance
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Issues of Materiality and KPlIs

In April 2021, we as the Nippon Shinyaku Group determined the mission we should fulfill in service of society and our

stakeholders and identified 19 issues of materiality we consider important to resolve social issues and create value.

In March 2023, as sustainability was taking on added significance globally, and because the environment

Nippon Shinyaku’s DNA

surrounding our businesses had significantly changed, we implemented a review of these issues of materiality.

Going forward, in order to respond flexibly to environmental changes, we aim to create sustainable value by

continuously reviewing issues of materiality and proceeding with relevant initiatives.

Significantly exceeding the plan...O Progress 100%...O  Progress 70% or more...A  Progress 50% or less...x

s Indicators/KPIs for the final year of the 7th Medium-Term — Achievement
Issues of materiality Management Plan (FY2028) FY2023 Activities and KPIs level
: Promoting drug discovery utilizing nucleic acid drugs, new modalities, and new targets and Promoted drug discovery through cross-divisional research system 1o
: methods Conducted survey and evaluation of external technologies for new modalities :
Contributing to people’s health : Eromdgtmg d.rug ?SC;TQW resejrdt\ anddalnwlis\ftr\ad\s. baszq o? ;;at\ent cetm:\cw‘tg;] oo : Examlmed IS:‘UGS mhdrug; ilscovery research and clinical trials based on patient centricity 8
. roviding unique healthcare products and health food ingredients to promote health through foor upplement launches: 7 items
through the creation of products Drug launches: 2 or more items/year ; : ; ; PP
d i ith uni Establishing a global sales and supply system to provide pharmaceuticals and functional Determined overseas transportation specifications
and services with unique Drug in-licenced: 1 or more items/year f 949 PR sy p p Completed serialization response for China-bound products at Odawara Central Factory @]
ot . 00ds to the world
@ characteristics ) : :and started supply of in-house products
!:J New product launches of sports and aging care supplements: : Promoting treatment, diagnosis, medication guidance, and life improvement through the use : ® Increased content for healthcare professionals: 137 contents : )
) 10itemns/5 years : of digital technologies Established internal system to deliberate on development direction of healthcare apps,etc. : O
Start of sales of Viltepso in countries and regions other than Japan and U.S. Strengthening the stable supply system of products through risk management Revise‘d st;able supply checklist, formulated new risk reduction measures based on 0
re-evaluation
Realizing a healthy future Mai?tainingla Saffe a':jd high- Stable supply of nucleic acid medicines i ) . | T ; » ) \mp\ememekd efforts to build consistent safety management system from development
o q q i . : Establishing a mechanism for su ing safe and high-quality products, including new drugs :  to post-marketin: :
by creatlng innovation quality supply of products Establishment of global PV system such as nug\ei( acid drugs e e ° ’ Cor%pleted (onstrguction of nucleic acid API purification plant at the Odawara Central Factory o
Planning of clinical trials based on patient centricity : Completed trial operation of equipment introduced in Nucleic Acid Plant :
. . ; ) ) ) e : A o | dd it
Strengthening patient support and Development of DX promotion human resources: 25% or more of all employees : Egr\/’.ﬁsg&gﬁ%gj:&g%Theg:cf“;‘r'ﬂ?ﬁ.gstut'omand implementing disease awareness-raising Cmp:vet q g rf_cogm.ltin ltiole patient ati g
e e hEseel 6 : onducted meetings with multiple patient organizations
patient c):entricity Promoting social understanding of diseases Held internal lectures by patient organization representatives: 2 times 1o
: Held public lectures for general citizens: 3 times
Promoting DX i Promoting our digital strategy towards the realization of our Digital Vision Moved multiple DX-related projects to implementation stage @]
Cre?‘tlng an enV|ronmentC\|NhIere : Fostering autonomous human resources and global leaders who are motivated to grow g%@:%ﬁggigﬁﬁlgZ?sg;:rﬁsg]g;ggoﬂéuku program: 23 people @]
€each person can grow ana play : .
i Annual training hours: 100 hours or more per person :
an active role © o PRIDE Index: Acquisition of Gold certification : Building a flexible and resilient organization that can respond to change -
Promoting diversity, equity A Fostering a culture that recognizes individuals regardless of factors such as age, gender, Employment rate of persons with disabilities: 2.5% o
n . and inclusion ¢ ® Female manager ratio: 17% or more i values, or disability Female manager ratio: 13.4%
Developlng dlversg 'human Positive response rate for 3 items related to engagement: Realizing a workplace that is comfortable and rewarding where psychological safety is Engagement score: 70% B o
resources and reallzmg 75% or more for each : ensured Number of LIFO workshop participants: 193 people
employee well-being Achieving well-being Promoting diverse work styles tailored to each individual a;fgzililij‘igrflbei;\?sup;tca)E‘eerate: 70.8% O
: Maintaining and improving employee health Interview implementation rate by industrial physician, health nurse: 80% ©
. . . ) e o ] Published basic research papers for products in specialized journals
fcont”bUtmg to the healthca;e : g‘esj;rgg;,a]é‘;g;fcgEgt;fc‘icemg‘cngesléhroth academic papers and conferences for the Published paper on actual state of anemia treatment O
ield beyond the provision o : Conducted conference presentations
medicines : Enhancing the public research grant system to support medical and scientific research Grant recipients in FY2024: 20 people O
: . Implementing an unapproved drug delivery program and expanding the number of - .
Improving medical access Writing and submitting papers after completion of Defitelio, Uptravi post- ¢ approved countries to support patients with intractable and rare diseases Implemented unapproved drug provision program through humanitarian support O
marketing surveillance Implementing human rights due diligence to prevent and mitigate adverse impacts |dentified human rights issues 0
Respecting human rights Number of h o 100 le/5 : associated with business activities Conducted guidance sessions with external experts
umber of researchers receiving grant. people/> years Implementing in-house education and awareness-raising activities to promote
i ial i . . ; ; ; Conducted human rights awareness survey for all employees O
Resolving social issues and Human rights policy understanding rate among all employees: 100% £ understanding of human rights
S . . . : ) ) i o : - ) ) . ® Exhibited Paralym Art
coexisting with the Contributing to regions - Number of books lent by Sparkling Future Mobile Library: 25,000 books/5 years H Im‘[t)\ememmg social contribution activities rooted in each region, including preserving Kyoto © | ¢\ participation rate progress: 95% o
community and cultures Corez ) ; cuiture Conducted cleaning volunteer activities
. Providing educational and mental well-being support for children through activities such as Conducted visiting baseball clinics 0
Contributing to the future of ¢ sports and reading opportunities Mobile library lending: 5,000 books
children iti :
: Conducting dietary education activities for children in order to foster an interest in food anqucted visiting class‘es. 8 SChOOIS_ @)
Distributed food education booklets: 550 books
Climate change : Promotin ) Implemented switch to renewable energy in Head Office area
: g greenhouse gas reductions Greenh duction: 1.027t-COx reduced as of Feb 2024 @]
countermeasures reenhouse gas reduction: 1,027t-C0O2 reduced as of February
Promoting resource Scope 1+2:7,788t-CO2 or less (33.6% reduction compared to FY2020) - Promoting recycling of resources (water, waste,etc) Waste plastic recycling rate: 88.7% o
circulation - Scope 3 Category 1: 146,912t-CO2 or less (20% reduction compared to FY2020) ' Recycling rate: 81.5%
i ; intai i Continuing activities to protect and cultivate endangered species at the Yamashina Botanical Futaba Aol offering: 200 stocks
Strenathening efforts to Recycling rate of waste plastics: Maintain and improve 65% or more P \%stitute p 9 p Chrysanthemum seticuspe cultivation: 6 pots O
t gt th |g bal Conserving biodiversity Continuous reduction of water usage per 100 million yen in sales ; ?OCSS f‘t’ffp‘a?,“”,g n ”jturat‘, habitats: 48 pots
rotec e giloba ) . f i P onducted continuing education
P . gt New product launch of preservatives: 1 item/year : Promoting animal welfare-friendly initiatives Conducted introductory education for newly assigned personnel ©
environmen Contributing to food waste ing hi - . s .
" 9 P2 : Developing h‘\gh—quahty stable preservatives that do not impair the taste of food, in order to Evaluated characteristics of microorganisms: approx. 100 strains 0
reduction : extend shelf life and reduce waste
: ’ ) ) ) Conducted interviews with Group Company representatives: 4 times
: strengthening governance, including Group Companies Conducted direct training for Group Companies: 1 time O
Promoting integrity : Enhancing compliance Conducted departmental compliance training for all employees: 12 times O
ROIC: 9% or more Promoting fair and transparent business Conducted awareness-raising activities through intranet: 6 times o
X X X X Conducted CSR procurement questionnaire
hening risk Increase in number of IR meetings with directors i Risk P icination rate: 90%
Strengthening ris| . ) . Understanding critical risks and strengthening the management and response system for sk fanagéement training participation rate: v
management Maintain and improve external evaluation agency scores  each risk Held Risk & Compliance Committee meetings: 2 times o)
rengthening governance . C G Code: 100% i : Conducted selection of important risks
. . . orporate Governance Code: 0 compliance Strengthening IR activities for investors Held an ESG meeting and an R&D meeting O
Appropriate information : Continuously responded to external evaluation agencies O
i Impl ting information discl to stakehold
disclosure ; Imprementing information disciosure fo staxeholaers Achieved high evaluation from IR site evaluation agencies [©]
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