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Editorial policy

The Integrated Report 2023
reports on the SUNDRUG Group’s
business performance for the
period covered and its efforts to
create value over the medium- to
long-term. It also links and explains
our approach to sustainability as
well as financial and non-financial
information to help shareholders,
investors, and other stakeholders
better understand the SUNDRUG
Group and deepen dialogue.

Applicable period

Some contents for the fiscal year
ended March 31, 2023 (April
2022-March 2023) include
activities and forecasts before or
after that period.

Notes concerning
forward-looking statements

The Integrated Report 2023
contains projections and forward-
looking statements regarding the
SUNDRUG Group’s plans and
strategies for the future. These
statements are not historical facts,
but rather assumptions and beliefs
based on information currently
available. Actual results may differ
from our projections due to risks
and uncertainties associated with
factors including future economic
trends, consumer spending,
market demand, taxation and other
various systems.

|__-—-_
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About the SUNDRUG Group

The SUNDRUG Group comprises SUNDRUG CO.,LTD.
and its consolidated subsidiaries Seikodo Pharmacy
Corporation., Sundrug Plus Co., Ltd., DIREX
CORPORATION, Daiya Inc., and SUNDRUG Dream
Works Co., Ltd.

Businesses | Segments |

SUNDRUG CO., LTD.

Seikodo Pharmacy Corporation
Sundrug Plus Co., Ltd.

DIREX CORPORATION

Daiya Inc.

SUNDRUG Dream Works Co., Ltd.

Drugstore business

Management philosophy

llluminate

Drugstore business
Drugstore business
Discount store business
Drugstore business

Drugstore business/Special-purpose
subsidiary in accordance with the provisions
of Article 44 of the Act to Facilitate the
Employment of Persons with Disabilities

a corner of the world.

Jmmmrr. T mmwm_w,

We hold high standards and start immediately

from what we can do right at the moment.

By making each and every individual shine,

we try to illuminate even just one corner of the world.
We hope that as our friends grow

and our small lights come together,

they will become a bigger light.



History of SUNDRUG

Since its founding in 1957, the Company’s guiding principle has been to provide
“safety, reliance, and convenience” from a customer-focused mindset; that is to always act
from the perspective of ensuring customer satisfaction.

Initiatives on

Values and strategies environment Initiatives on society

Governance

Management data

Fiscal year ending March 31, 2026 (plan)

Consolidated net sales

Number of stores

¥1 trillion
1,750 stores

1957 - 1979 1980 - 1994 1995 - 2000 2001 - 2006 2007 - 2012 2013 - 2018 2019 - ‘ .

==1957 =1980

Founded by the late
Honorary Chairman
Yukimasa Tada

in Setagaya Ward, Tok*o =1980

==1985

. =1987
Established Sundrug Y.K.

Started chain operations

=1994

Number of stores
[l Drugstore business

Discount store business |

Net sales —

Founded

1957 1965 1980
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Reorganized Sundrug Y.K. into a joint stock company and
established SUNDRUG CO., LTD.

Opened suburban drugstore in Hachioji City, Tokyo

==1996

Made Taisei Home
Aid Co., Ltd.
a subsidiary

==1998

Made Komine Co., Ltd.

a subsidiary

Started online sales and order information system

Relocated headquarters to Fuchu City, Tokyo

Started over-the-counter trading

q)

1998
Achieved

100 stores

—

'
__---lll-llll-IIIII

1990

(107 stores)

==2002 =2007 =2013

Stock reassigned to Made Act Co., Ltd. I Sundrug Tokai Co.,

the First Section of a subsidiary Ltd. merged

the Tokyo Stock i

SXChanoe —2008 —2014

. Subsidiary Act Made Sundrug Plus
Co., Ltd. merged | Co., Ltd. a subsidiaryl|
==2009
Made Seikodo
-~ Pharmacy Corporation

a subsidiary 2016
L Achieved ‘
. Made DIREX 1 ,000 stores
L CORPORATION (1,027 stores)
a subsidiary
=2011

Made Sundrug Tokai
| — G0, td. a!ﬂlry'

i -

2008
Achieved
500 stores
(503 stores)

1
|

‘ |
0

|
i l|||
mhim

201

2000

2023
Achieved
1,380 stores

==2020

Sundrug Pharmacies
Co., Ltd. merged

1,000,000

==2022

Made Daiya Inc.
into a subsidiary

800,000

600,000

400,000

200,000

-

(111
11]]

2020 2023

0
Net sales
2026(Million yen)
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SUNDRUG Group in Numbers

Net sales

Change in net sales YoY

¥690,462 million g@
+6.4., [m]

Number of employees (including part-timers)

15,083

Drugstore business,
Dispensing pharmacy Discount store
business business

1,016:00s 3640

Drugstore market

the market to reach 10 trillion yen by 2025.

-
Total sales in the drug market

¥8,713.4 billion
Up 2.0% YoY

Market size and growth rate

Approximately 50 years have passed since the creation of the “drugstore” business format. In fiscal 2022,
the market grew to 8.7 trillion yen, accounting for 5.6% of the total retail market.

In the past three years, we have had to face the unforeseen situation posed by the outbreak of
COVID-19, but by being able to capture the demand for COVID-19-related products such as masks,
disinfectants, and test kits, as well as daily necessities and other items, we have been able to secure our
position as part of the “basic infrastructure for daily life.”

By continuing to expand fresh food offerings and enhancing one-stop shopping functions, we expect

In the future, as Japan will face a super-aging society with an ultra-low birthrate, we believe that the role
expected for drugstores must be further promoting “self-medication” and functioning in close-tandem
as regional healthcare stations and self-medication centers. In addition, we are expected to “strengthen
initiatives such as measures to assist shopping refugees using pharmaceuticals, etc.” We believe that
“the drugstores, which sell a range of daily necessities and may offer dispensing functions,” will serve as
key bases for such shopping refugees by offering at-home medication dispensing, providing information
related to nursing care, and delivering pharmaceuticals to remote locations.

Share in overall retail market: 5.6%

Share in overall commercial sales: 1 .3%

Number of stores

WM Market size @@ Market growth rate

(Billion yen) (100%)
15,000.0 15
48
120000 59 1055 1062 %0 1063 00 12
o—eo——o0— = 0 %recast)
9,000.0 sei0g 87134 100000,

72744
64916 68504
6,000.0 0.6
3,000.0 0.3
0 0

2017 2018 2019 2020 2021 2022 2025
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[ Number of stores @@ Increase

(stores) (100%)

25,000 12
1035 1036 1020 1032 1021 1017

23000 e ° YT

21,725

21,284
21,000 20228 20,631 0.8
19,534
19,000 .6
17,000 4
15,000 0.2

2017 2018 2019 2020 2021 2022

o

o

*FY2022 Survey by JAPAN ASSOCIATION OF CHAIN DRUG STORES

Initiatives on

Values and strategies environment Initiatives on society Governance Management data

Areas of business

Drugstore business

03.2-

Performance ratio
by segment

* Calculated with sales of merchandise to the discount store business excluded from the drugstore business

Drugstore business

Other 4.3%
Foods 15.2% ————

Net sales Net sales Health care 30.0%
breakdown breakdown

Beauty care ——————— f Home care 20.7%
29.8%

Net sales (Billion yen) Number of stores (stores)

Others 12.6% | Health & beauty
21.5%

Net sales
breakdown

Foods 65.9%

Net sales (Billion yen) Number of stores (stores)

451.5 1,016
972

4214 4oop 42438 903

4112 870 876

2019 2020 2021 2022 2023 2019 2020 2021 2022 2023

288.5 364

o557 2698 513 3%

2136 2300 o7 2R

2019 2020 2021 2022 2023 2019 2020 2021 2022 2023

Drugstore business

Our goal is to develop stores that win the trust of

our customers in accordance with our motto of
“safety, reliance, and convenience.” In order to
attract as many customers as possible to our stores,
we are promoting the development of attractive-
looking stores that meet the diversified needs of our
customers. At the same time, we are also promoting
the development of stores where our specially-
trained pharmacists proactively provide customers
with counseling to provide pharmaceuticals with
enhanced added value, enabling customers to
undergo consultation with peace of mind. As a
unique initiative in the industry, we have a “two lines
per store system, with two roles” dividing store staff
into two groups: counseling and sales staff and
operational staff. By dividing specialized works, we
provide greater safety, reliance, and convenience to
our customers.

Discount store business

DIREX is expanding its store openings nationwide
with the goal of opening 1,500 stores. We are
currently developing “new types of stores that
combine the elements of a drugstore and a
supermarket into a discount store,” as well as
‘community-based stores that meet local needs” and
offer “the most necessary products for daily life at a
lower price than anywhere else.”

® We are always thinking of the best and most convenient way we can
provide our customers with our services. This is why our stores (with some
exception) are open 365 days a year, from 9:00 a.m. through 10:00 p.m.
such that everybody can enjoy shopping with us without worry and at a
time that works for them.

® Our discount store business handles a wide range of products, including
25,000 items of necessities such as food, daily necessities, clothing,
cosmetics, home electric appliances, car accessories, sporting and leisure
goods, and alcoholic beverages.

® The basis of our pricing strategy is to offer products at lower prices at all
times, and the key point is to maintain these low prices at all times (Everyday
Low Prices) not just for “specific featured products” but for all products.

Dispensing pharmacy business

The dispensing pharmacy business consists of

two types of dispensing pharmacies: “family care
drugstore pharmacies” and “dispensing specialty
pharmacies located near large hospitals,” which are
uniquely operated as educational institutions that
provide services and train pharmacists. As aging

of society advances and interest in health gradually
increases, the SUNDRUG Group is dedicated, as

a family care drugstore pharmacy, to providing

the types of high-quality medical services that are
needed by local communities to enable as many
people as possible to lead healthy and fulfilling lives.
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Materiality

The SUNDRUG Group has identified material issues (materiality) to prioritize in order to fulfill its social

role.

‘ Process to identify and determine material issues

STEP 1 ® Management philosophy: “llluminate a corner of the world”
|dentification of ESG themes ® Management stance “Benefits for all”

based on management

® Management mission “Providing safety, reliance, and convenience”

philosophy ® Management means “Think one step ahead and act half a step ahead”

STEP 2 ® Current and future changes in social structure
Reference and analysis ® Materiality and opportunities/risks in the management of the SUNDRUG Group

sTer 3 SDGs framework and

Identification of candidate standards
material issues

® SDGs
® GRI/ISO26000/TCFD

ster 4

Discussion by Board
of Directors

ESG Committee

(D Organizational governance (& Participation in the community
(2 Human rights (& Fair operating practices

(3 Labor practices (7) Consumer issues

@ Environment

sTEP § . o
o Board of Directors Materiality
Decision
‘ Topics covered in the analysis

Risk and opportunity factors Opportunities
Iheeese i meiuE ® Damage to stores and products on display due to ® Increase in revenue opportunities due to increased
e E GG i @fmEE major wind and flood damage sales of environmentally friendly products
change ® Implementation of policies and regulations such as ® Enhancement of corporate brand value by handling

9 introduction of carbon pricing environmentally friendly products
® Decrease in revenues due to a decrease in the

Declining birthrate and number of items purchased and an increase in ® Increase in revenue opportunities by providing
aging society sales of products with price appeal new services such as “health support
Declining population ® Decrease in customer traffic pharmacies” and “family care pharmacists”

® Increase in difficulty in securing human resources

Policy changes due to

® Decline in revenues due to reductions in drug prices ® Increase in revenue opportunities due to shift to

increased social security costs  and dispensing fees OTC drugs
e . . ® Easier to secure diverse and talented human
@ Difficulty in securing human resources and resources

Diversity & inclusion

increased outflow of human resources due to
inadequate working environment and systems

® Improvement in reputation and corporate brand
value among society and stakeholders

® Increase in operational costs due to diversified ® Increase in revenue opportunities by offering

Changes in consumer
awareness and lifestyles

responses to consumers

needs and increased product assortment g and |
® Loss of incentive to visit stores and opportunities health-conscious, and in line with customer needs
for growth due to delays in or misjudgment of

products that are safe and quality-conscious,

@ Increase in spending per customer through provision
of merchandise in line with customer needs

@ Information system problems (system failure,

Expanded use of loT and network failure)
digital technology
leakage

@ Increase in reputation risk due to information

® Decrease in operational costs associated with
human labor, etc.

® Increase in frequency of purchases and
spending per customer through the use of data

® Increase in revenue opportunities by providing
convenient shopping environments such as
online, apps, etc.

@ Decrease in flow of people and loss of consumption by @ Increase in revenue opportunities through

overseas visitors to Japan
Occurrence of large-scale

infectious diseases chain disruptions

® Impact on store operations due to employee infection

@ Delays or loss of product availability due to supply

sales of hygiene products such as masks and
sanitizing sprays

® Increase in revenue opportunities through sales
of alcoholic beverages, groceries, and other
eating-at-home products

® Lack of social contribution activities and tenuous ® Maintaining positive relationships with society
Social and local relationships with local communities could damage and local communities and contributing to their
community relations the motivation to visit stores and the corporate brand, healthy development could greatly foster trust
resulting in a significant loss of growth opportunities and increase the number of fans
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‘ Five material issues, direction of initiatives, and examples of major initiatives

Direction of initiatives Examples of major initiatives

Promotion of environmental
management

RESPONSIBLE ]3 CLINATE
CONSUMPTION

ACTION
AND PRODUCTION

® Incorporate action on
environmental conservation in
all areas of management and
contribute to the creation of a
circular economy and society
that fully and effectively utilizes
resources and energy

® Introduction of solar power
generation

@ Introduction of energy-saving
CFC-free refrigeration and
freezing cases

® Reduction of waste by reviewing
procurement and disposal rules

® Expansion of environmentally-
friendly private brand products

Promotion of compliance
management
16 hosioc: | 17 feneoons

INSTITUTIONS

Y | &

-I REDUCED

INEQUALITIES

® Take action based on the criteria
of what is best for our customers,
employees, shareholders,
business partners, communities,
society, and the global
environment

® Promote fair and appropriate
management with the values
and ethics required of us as a
company and business people
who are members of society,
going beyond legal compliance

® Formulation and dissemination of
the Corporate Code of Conduct

® Establishment and dissemination
of the Code of Conduct for
Business Partners

® Declaration of Partnership
Building

® White Logistics - Representation
of support for the declaration of
voluntary actions

Establishment of satisfying
working environment

GENDER DECENT WORK AND -Iu REDUCED
EQUALITY ECONOMIC GROWTH INEQUALITIES

glaf | =

® Develop workplaces in which
human resources with diverse
values from various backgrounds
can be themselves and shine
where they are

® Work to improve the
competitiveness of the Company
through active human resource
investment, organizational
reform, and enhancement of the
personnel system to draw out the
latent potential of each employe

® Certified as a Certified Health
& Productivity Management
Outstanding Organization

® Promotion of health guidance in
cooperation with health insurance
associations

® Expansion of systems and rules
for work styles

® Strengthening training of female
manager candidates

Contribution to healthy,
rich lives

600D HEALTH DECENT WORK AND
AND WELL-BEING ECONOMIC GROWTH

v | af

® Work to propose and provide the
healthcare products and services
necessary for the daily lives of
local customers, provide safety,
reliance, and convenience, and
contribute to the creation of good
cheer and fun in daily life

® Combine digital (ICT), physical
(stores), and format (drugstores,
discount stores, and new formats)
to provide customers with new
added value

® Improving quality of customer
service at all customer contact
points

® Development of products and
services that reflect customer
feedback and lifestyles

® Development of business
categories and business models
that will open up opportunities in
the new normal

Promotion of governance
management

16 PEACE, JUSTICE
AND STRONG

INSTITUTIONS

Y,

® Apply various viewpoints to
the management of the Board
of Directors and enhance and
strengthen the system for
appropriately determining the
overall direction of the Group and
monitoring its implementation

® Properly manage a wide
range of sustainability risks
to simultaneously maximize
opportunities and minimize
threats

® Appropriate identification of
risks, analysis and evaluation
of business opportunities, and
appropriate responses by the
Board of Directors

® Disclosure of non-financial
information and promotion of
dialogue with stakeholders

® Strengthening IT governance and
information security

SUNDRUG CO., LTD. Integrated Report 2023 08



Value creation process

The SUNDRUG Group aims to be a valuable presence in the community by being a retailer that is in daily
contact with customers, by having a mission as a drugstore that provides safety and security and a base
for community health, and by operating stores in an environmentally friendly manner as a member of
society that considers the future of the Earth.

Input

(As of March 31, 2022)

% Financial capital

Total assets

¥325.7 billion
¥220.5 villion

Net assets

Manufacturing capital

Stores

Drugstore business Q72 stores
Discount store

business 335 stores

Number of members
of digital services 3 .1 2 million IDs

£Z$ Human capital

Number of Group
employees

14,239

(Including part-time employees)

Qﬁ Natural capital

Energy usage”

3,740,395¢y

*Total amount of energy used in the
abovementioned fiscal year

y

Corporate philosophy/value creation process

As a drugstore a|
we aim to realize “health

the Japanese people and cont
the creation of good cheer and fun
daily life.

Foundation
for value creation

Employees

® Creation of a comfortable
working environment

® Expansion of training
opportunities for employees

® Supporting diverse work
styles

Complementary
functions for value
creation

Promotion of loT and DX

® Investment in hardware and
software

@ Support for and investment
in human resources Means of

delivering value

Drugstore
Discount store
Online store (e-commerce)

® Expansion of store openings
as physical stores

® Expansion of e-commerce
stores

® Development of DX stores

>»

Employ

capital
Drugstore business

Dispensing pharmacy business

Suburban location: complex stores
Free-standing stores
Station-front location: downtown

and shopping areas 2

BIL U\ infE

Small tradi ”v"iﬁ ading areas
y! _
= o E-commerce/ Changes in the
|s;::ir:‘ess:re digital business management
environment

@ Increase in natural disasters due to climate change
, i ® Occurrence of new infectious diseases
1 SR ® Declining population, rapidly aging society with ultra-low birth rate

s . : @ Increasing political and economic instability
1] T @ Policy changes due to increased social security costs
i ® Local community relations  ® Expanded use of loT and digital technology
i @ Diversity & inclusion ~ ® Changes in consumer awareness and lifestyles

el
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Governance Management data

Sustainable growth (circulation)

) 4

Results

Output

(As of March 31, 2023)

% Financial capital

Net sales

¥690.4 biion
¥37.4 bittion
boners of paren  ¥25.7 bitlion
11.3.,
¥360.6 biion
¥236.3 vittion

Operating profit

ROE

Total assets

Net assets

Manufacturing capital

Stores

Drugstore business 1,01 6 stores
Di t st

business 364 stores

Number of members
of digital services 4 1 0 million IDs

2% Human capital

Number of Group
employees

15,083

(Including part-time employees)

@ﬁ Natural capital (negative impact)

CO, emissions 154,230t-002

) 4

Changes

The international community’s perspective

SDGs

Resolution of social issues

Respond to the expectations

and demands of society
including stakeholders
through our
business
activities

Fulfillment Environment,

of corporate society and
social
Al governance
responsibility ESG
CSR Investors’
Corporate perspective
perspective

A society where the above
goals are feasible

Promotion of environmental management

12 RESPONSIBLE 1 CLIMATE

CONSUMPTION
/AND PRODUCTION

ACTION

Promotion of compliance management
Promotion of governance management

10 REDUCED 16 PEACE, JUSTICE 17 PARTNERSHIPS
INEQUALITIES AND STRONG FOR THE GOALS

INSTITUTIONS

Y | &

GENDER

DECENT WORK AND REDUCED
EQUALITY 10

ECONOMIC GROWTH INEQUALITIES

V'S

(=)

Employees
Contribution to healthy, rich lives

GOOD HEALTH
AND WELL-BEING

DECENT WORK AND
ECONOMIC GROWTH
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Financial and non-financial highlights

Financial performance

Net sales: ¥69 0 , 462 million

Ordinary profit: ¥38 y 1 34 million

(Million yen) (Million yen)
800,000 40,000
690,462 T AL R 34,734
617,760 634,310 648,734
600,000 - 988,069 30,000
400,000 20,000
200,000 10,000
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
Operating Operating Profit attributable .
profit: ¥37 452 million proflt ratio: 5 . 4% to owners of parent: ¥2 5 y 7 03 million
WM Operating profit @@ Operating profit ratio
(Million yen) (%) (Million yen)
40,000 36 604 d/,d4b dl,dﬁf 8.0 30,000
35,233 34,052 25,329 25,703
23,933 23,692 ‘ 23,853
30,000 6.0
20,000
20,000 4.0
10,000
10,000 2.0
0 2010 2020 2021 2022 2023 0 2019 2020 2021 2022 2023
Non-financial performance
Ratio of female managers Number of Number of employees:
(SUNDRUG): 1 8 = 8 % female managers: 71 (including part-timers) 1 5 ] 083
W e
18.7 _18.8 15
: 18.1 p— T — , 15,083
. ° L4 14,126 14,025 14,239
10 __—e— 13,259
15.0 90 12,000
70 n
61
10.0 52 54 60 8,000
5.0 :I I I 30 4,000
0 %010 2020 2021 2022 2023 ° 0010 2020 2021 2022 2023

* The above figures show the ratio and the number of female employees

in managerial positions
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Management data

Total assets: ¥3 6 0 , 672 million

Net assets: ¥236 , 328 million

(Million yen) (Million yen)
40,000 40,000
360,672
308,528 325,768
30,000 262,195 30,000
236,328
205,156 220,592
20,000 20,000 s
10,000 10,000 :I I
0 2019 2020 2021 2022 2023 0 2019 2020 2021 2022 2023
roa11.1-, r0e11.3-,
(%) (%)
20.0 20.0
150 141 136 50— g
R — R X Cooe—_132 129
) —e
11.0 11.1 11.2 11.3
\. . \. .
10.0 100
50 50
0 2019 2020 2021 2022 2023 0 2019 2020 2021 2022 2023
Number of Group card members: i Number of stores:
p 27.10m|l|lon 1,380
(10,000 persons) (stores)
2,800 2610 2710 1,600
2,391 o6 1307 1,380
2100 1, 2,043 1000 1,147 1,168
1,400 800
700 400
0 2019 2020 2021 2022 2023 0 2019 2020 2021 2022 2023

*The above figure includes the number of duplicate accounts
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Message from the President

The SUNDRUG Group will continue to evolve in order to remain
an indispensable presence in the lives of local customers.

President and Representative Director Hiroshi Sadakata will discuss the SUNDRUG Group’s current state,
strengths, and growth strategy.

13
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Values and strategies environment Initiatives on society Governance Management data

Overview of the fiscal year ended March 31, 2023

Achieved increases in both sales and profit, and
efforts to strengthen the management foundation
are steadily bearing fruit

For the fiscal year ended March 31, 2023, net sales
were ¥690.4 billion (up 6.4% YoY) and operating
profit was ¥37.4 billion (up 10.0% YoY), representing
increases in both sales and profit. We improved
profitability by controlling expenses and opened a
record-high 98 stores during the fiscal year, thus

we were able to achieve results almost exactly

as we had planned. By business segment, in the
drugstore business, sales of pharmaceuticals and
cosmetics were robust, and in the discount store
business, sales of pet supplies and foodstuffs were
strong. Consequently, the demand for electricity
increased, and the electricity costs rose sharply in
both businesses, which pushed up the SG&A ratio by
about 0.3 percentage points. In addition, both sales
and profit increased owing to the results of initiatives
to improve productivity.

Looking back on the three years of the COVID-19
pandemic, the impact that COVID-19 had on the
Group cannot be understated. Due to the impact
of the loss of inbound demand, telecommuting,
and refraining from going outside associated with
the restrictions on movement imposed during the
COVID-19 pandemic, sales and profit decreased
significantly in the drugstore business, which operates
station-front stores mainly in shopping districts and
downtown areas. In addition, in standalone free-
standing stores, non-food complex stores that are
combined with local supermarkets, and the discount
store business, which strengthened food sales,
consolidated sales increased, and record-high profits
were achieved in the fiscal year ended March 31, 2021
owing to strong stay-at-home demand for foodstuffs
and daily necessities. However, sales increased, and
profit decreased in the fiscal year ended March 31,
2022 due to a reactionary decline in demand.

Despite these difficult circumstances, the
SUNDRUG Group steadily promoted its business
strategies, strengthened its management foundation,
and endeavored to develop human resources which
will serve as the foundation for all of its strategies.

In 2023, restrictions on movement were eased, and
demand began recovering mainly in the tourism
industry. However, against the backdrop of factors
such as the limited number of tourists from China,
inbound demand as of the fiscal year ended March
31, 2023 remained weak at around 30% of the
level prior to the COVID-19 pandemic. Under such
circumstances, we take pride in the fact that we
have achieved increases in sales and profit, which
we believe is a result of the initiatives we have
implemented thus far.

Progress of the Medium-term Business Plan

Increasing the number of store openings by
systematically training and increasing the number
of development personnel

At present, the SUNDRUG Group is working to
promote business strategies and strengthen its
management foundation based on the five-year
Medium-term Business Plan, which aims to achieve
consolidated net sales of ¥1 trillion in the fiscal year
ending March 31, 2026. The strategy of opening more
stores is our most foundational business strategy.
Over the past three fiscal years since the COVID-19
pandemic began, we continued to steadily increase
the number of store openings. In the fiscal year ended
March 31, 2023, the Company opened a record-

high 98 stores, and the number of stores as of March
31, 2023 reached 1,380 (1,016 drugstores and 364
discount stores) in 44 prefectures across Japan. In the
fiscal year ending March 31, 2024, we plan to open
another 120 stores (85 drugstores and 35 discount
stores). Regarding drugstores, we are promoting

the development of suburban stores in response to

a decrease in demand for station-front stores due to
the COVID-19 pandemic. However, going forward, we
plan to restart our efforts to open station-front stores
in preparation for an increase in inbound demand. As
for discount stores, the Group operates many stores in
western Japan and Kyushu, where the headquarters
of DIREX are located, and plans to develop new store
opening areas in eastern Japan going forward.

In addition, the most important factor in the
development of diverse store formats, which is one of
the strengths of the SUNDRUG Group, is the training
of development personnel and the appropriate
allocation of personnel. Since before the COVID-19
pandemic began, we have been systematically training
and steadily increasing the number of development
personnel. This has led to our current track record of
store openings. The number of store development
personnel reached 48 in the fiscal year ended March
31, 2023, and we plan to increase this figure to 67 in the
fiscal year ending March 31, 2024. Going forward, we
will continue to increase the number of these personnel
to solidify our growth and management foundations.

Accelerate store openings to create valuable
pharmacies that meet the needs of the times

The SUNDRUG Group is working to integrate

its business formats in order to encompass the
various purchasing channels, commercial areas,
and customer segments across Japan. In addition,
the Group is promoting a business format strategy
that can respond to customer needs, which differ
depending on location and the times. As part of this
strategy, we are working to strengthen the dispensing
pharmacy business and the e-commerce business.
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Message from the President

SUNDRUG, our drugstore chain, sells over-the-
counter (OTC) drugs, which are non-prescription
drugs. It includes both standalone drugstores, and
drugstore pharmacies, which are drugstores located
alongside dispensing pharmacies. Amid rising
dispensing pharmacy demand in an aging society,
we have been accelerating the speed of opening
drugstore pharmacies in recent years. In the fiscal
year ended March 31, 2023, we opened 36 drugstore
pharmacies. As a result, as of March 31, 2023, we
reached a total of 28 standalone stores and 119
drugstore pharmacies. In the fiscal year ending March
31, 2024, we plan to open one standalone store and
40 drugstore pharmacies. In 2028, five years from
now, we plan to increase the percentage of drugstore
pharmacies from about 10% to about 20% of all
drugstores that we operate.

The key to accelerating the opening of new stores
is the training of supervising pharmacists, who are
responsible for store operations. In the past, many
pharmacists desired positions where they would
mainly work at dispensing pharmacies. However,
since it is common for drugstores and dispensing
pharmacies to be located together these days, we
are receiving more applications from pharmacists for
positions at such drugstore pharmacies. To become a
supervising pharmacist at the SUNDRUG Group, one
has to undergo an educational curriculum that lasts for
at least 27 months. Nonetheless, many participate in
the training as they appear to be attracted to a system
that allows them to experience both OTC operations,
where they serve customers, and dispensing
pharmacy operations. In OTC operations, there is
a risk of administering an unfavorable combination
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of non-prescription drugs and prescription drugs.
Therefore, we have begun initiatives to further
improve our OTC operations, such as having trained
pharmacists compile information on the combination
of drugs administered on tablet devices.

In addition, as part of our DX initiatives in the
dispensing pharmacy business, we offer a service
for reservation of prescription transmission through
the LINE MINI app, the delivery of pharmaceuticals
after online drug administration guidance, and
electronic prescriptions. As the evolution of DX has
made it possible for patients to send prescriptions to
dispensing pharmacies through their smartphones,
the nature of dispensing pharmacies is also gradually
evolving. Furthermore, in the fiscal year ended March
31, 2023, the SUNDRUG Group held 29 events at
dispensing pharmacies, in cooperation with local
governments and comprehensive community
support centers. These included health measurement
sessions, nursing care prevention lectures, and
medication consultation meetings, and were attended
by a total of more than 2,000 people. Recently, there
has been a review of basic dispensing fees, which
evaluates the results of contributions to community
healthcare, for large chain pharmacies. In view of this,
we aim to strike a balance between creating valuable
pharmacies and maintaining a stable earnings base in
the dispensing pharmacy business.

Utilizing DX to improve customer convenience and
satisfaction, and to promote greater efficiency
In the e-commerce business, in addition to the
SUNDRUG Online Store website, we have set up
domestic online stores on major shopping websites
such as Rakuten, Yahoo!, and amazon. Also, we
sell our products on Lazada, one of the largest
e-commerce sites in Southeast Asia. Furthermore, in
the fiscal year ended March 31, 2023, we renewed
our e-commerce platform, mainly by e-commerce
business specialists hired from outside the Company.
In addition to renewing the website design and
expanding the product lineup, customers can now
use “SUNDRUG” points for online purchases and pick
up products purchased online at a nearby physical
store. Thus, by integrating our e-commerce sites and
physical stores and developing the Online-Merge-
Offline (OMO) strategy, a new marketing method,
we strive to increase customer convenience and
satisfaction. We are also cooperating with major
delivery companies to improve productivity, including
improving logistical efficiency, and controlling
delivery costs. Accordingly, we are striving for full-
fledged growth in the e-commerce business and aim
to achieve sales of ¥100.0 billion in the e-commerce
business.

We are also working to further improve the
efficiency of store operations through systematization
and digitalization. At the end of the fiscal year ended

Initiatives on
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March 31, 2023, we have introduced electronic

shelf labelling at a total of 120 SUNDRUG stores.
This eliminates paper-based work that had to be
conducted on the day prior to events such as special
sales days, and ultimately reduces labor costs by
approximately ¥1.8 billion per year. In addition,

we expanded the scope of the automatic ordering

of products at all SUNDRUG stores. In addition to
reducing labor costs by shortening ordering time

and sorting operations, this also helps to improve the
stockout rate. Regarding our initiatives for SUNDRUG
stores in the fiscal year ending March 31, 2024, we
will introduce a self-scan system in the first half. This
system allows customers to register their purchases
with a smartphone app while they shop around the
store, and to check out all at once. This will shorten the
cash register waiting time, which will also contribute to
the reduction of labor costs of the SUNDRUG Group.
In the second half of the fiscal year, we will introduce
an expiration date management system, which
eliminates the need to check all products on shelves
by registering the date of manufacture in advance
and is expected to improve work efficiency. These

® Medium-term Business Plan

initiatives are intended to improve productivity, but
they are also up-front investments that address the
issue of labor shortages amid the declining birth rate
and aging population.

Regarding sustainable management

Incorporating materiality into specific activities to
work on progress management and information
disclosure

The SUNDRUG Group aims to “provide products of
value and serve to enrich people’s lives.” Under the
Basic Policy on ESG Activities, we identify material
issues (materiality) to be addressed and summarize
related goals and themes to be tackled over the
medium- to long-term.

As an initiative under the theme of “Promotion of
environmental management,” in the fiscal year ended
March 31, 2023, we introduced solar power generation
systems at 32 stores of the SUNDRUG Group, as
well as CFC-free refrigeration and freezing cases at
about 80 stores. Through these measures, we aim to

Aiming for consolidated net sales of ¥1 trillion

Numerical targets for FY3/26

Net sales Operating profit Number of stores

¥60. 0 binion
6.0% 1,750 stores

¥1 trillion Operating
profit ratio:

Business strategies

; Strengthening
M&AS Strengthening dispensing
pharmacy business

Strengthening the management foundation

Promotion of digitalization Productivity improvement

Sustainable management
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Message from the President

reduce Group-wide COz emissions per unit of floor
area by 50% in fiscal 2030 compared to fiscal 2013.
For private brand (PB) products handled at stores,
we are switching to environmentally-friendly products
that use recyclable packaging and vegetable oil ink.
As of the end of the fiscal year ended March 31, 2023,
the ratio of environmentally-friendly PB products was
approximately 31%, and we aim to raise this ratio to
100% in the future. In addition, beginning in the fiscal
year ended March 31, 2023, all employees, including
part-timers, were asked to self-report their individual
environmental efforts, such as bringing their own
bottles, and this was incorporated into employee
evaluations. The aim is to create a framework in
which the Company not only sets forth policies but
also encourages employees to put environmental
initiatives into practice on a daily basis, which the
Company then further spurs on. In a related move, the
Group has discontinued the use of vending machines
for PET bottled beverages at its headquarters, with
the exception of the reception floor. Going forward,
we will continue to implement initiatives that take the
environment into consideration, starting from areas in
our proximity.

To “create a satisfying working environment,”
SUNDRUG has been recognized as a “company that
offers strong support for parenting” with Platinum
Kurumin certification. The childcare leave utilization
rate is 100% for women and over 90% for men, and
efforts are being made to create a comfortable
working environment for both men and women.

In addition, the employment rate of persons with
disabilities for the entire SUNDRUG Group was 2.97%
(for the fiscal year ended March 31, 2023), which is
significantly higher than the statutory employment
rate, which represents our strong awareness of
commitment to diversity. We have always employed
a system that takes into consideration employees’
health as well as occupational safety and health,
which tracks factors such as overtime hours, the

paid leave utilization rate, and consideration for

work locations and working hours. In the fiscal year
ended March 31, 2023, the Group was designated

as a Certified Health & Productivity Management
Outstanding Organization, and is currently promoting
initiatives that further consider the environment.

With regard to “Contribution to healthy, rich
lives,” we at the SUNDRUG Group are doing what
we can to help solve social issues around us. This
includes participating in demonstration experiments
of drone delivery that can help people who have
difficulty shopping, which is being promoted by the
Tokyo Metropolitan Government in Ome City, as
well as collaborating with local governments and
comprehensive community support centers through
our dispensing pharmacy business.

As for our most recent initiatives related to
compliance management and governance
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management, in November 2022, we announced

our support for the declaration of voluntary actions

for the promotion of white logistics. In May 2023,

we announced our support for the Declaration of
Partnership Building with business partners who share
our supply chain.

To our stakeholders

Expanding business through activities aimed
at solving social issues, thereby leading to
sustainable corporate growth
When | think about how to define a differentiating
factor that is “uniquely SUNDRUG,” | think of “being
able to change flexibly in line with the times.” Rather
than deciding what we want to be, the business
strategy currently being promoted by the SUNDRUG
Group is to respond appropriately to the needs
of each trading area, such as those who want a
dispensing pharmacy nearby or those who want to
purchase online. Accordingly, we have diversified
our business into station-front and suburban
drugstores, discount stores, dispensing pharmacies,
and e-commerce stores. In the current Medium-term
Business Plan, we have made a commitment to our
stakeholders to strive for the following targets: net
sales of ¥1 trillion, operating profit of ¥60.0 billion, and
1,750 stores for the fiscal year ending March 31, 2026.
As a major presumption, these targets include figures
generated from M&As on a scale of nearly ¥100.0
billion. | myself served as President at the time of
the merger with DIREX, and | am keenly aware of the
importance of making swift management decisions
to generate a synergistic effect from the merger,
and motivating people who work on the front lines in
order to achieve such synergies. As the outstanding
know-how that DIREX had as a discount store was
supported by the SUNDRUG Group, both companies
were able to enhance their corporate values through
aggressive nationwide expansion. As mentioned
above, the SUNDRUG Group operates in a diverse
range of business formats. Therefore, we believe
that we can demonstrate the synergistic effects of a
merger with companies in any business format.

Through the promotion of various measures, we
will steadily increase our business performance and
continuously enhance our corporate value. Then, we
will distribute stable and continuous dividends to our
shareholders with a target dividend payout ratio of
50%. Meanwhile, using cash on hand, we will consider
taking measures that will benefit shareholders, such
as share buybacks, as appropriate, while balancing
them with growth investments such as those for new
store openings and system facilities.

| strongly feel that going forward, the SUNDRUG
Group should continue to evolve according to our
customers’ needs, conduct activities while being

Initiatives on
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® Promoting sustainable management

Material issues (Materiality)

Promotion of environmental management
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conscious of what we can do to solve social issues,
and have customers recognize us as a company that
society needs through our business activities, which
will lead to our sustainable growth. As explained at the
beginning of this message, the business environment
surrounding the SUNDRUG Group has not returned

to the level prior to the COVID-19 pandemic yet.
Nevertheless, we have made progress in building

a foundation for increasing the number of store
openings and strengthening the dispensing pharmacy
business and the e-commerce business, and we have
also improved profitability by further streamlining store
operations. If growth accelerates along with the full-
fledged revival of inbound demand, stakeholders can
expect to witness “even more exciting developments”
from the SUNDRUG Group, which has a lot of “room
for growth.” I would like to ask our shareholders,
investors, employees, business partners, and all other
stakeholders for their continued understanding and
support.

Specific examples of initiatives

® Introduction of solar power generation

® Introduction of CFC-free refrigeration and freezing cases

® Promoting development of environmentally-friendly
private brand products

® Disclosure of the Code of Conduct for Business Partners
® Promoting “white logistics” = Representation of support

for the declaration of voluntary actions in November 2022
® Declaration of Partnership Building

® Promoting the active participation of women

® Promoting the employment of persons with disabilities
@ |nitiatives to enhance work-life balance

® Promotion of health management

® Training supporters for people who suffer from dementia

® Working closely with local governments/comprehensive
community support centers

® Participating in drone delivery experiments that can help
people who have difficulty shopping

® Publishing the Integrated Report
® Promoting dialogue with stakeholders

presentation materials for details of

. Please refer to the financial results
the Medium-term Business Plan.

https://www.sundrug.co.jp/en/ir/news
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Management issues and Medium-term Business Plan

For the fiscal year ending March 31, 2026, we are aiming to achieve net sales of ¥1 trillion and an operating
profit of ¥60.0 billion. To achieve these targets, we shall implement the following initiatives related to our
business strategies and the strengthening of our management foundation.

Improve customer satisfaction and convenience, and increase

Business strategy: efficiency via e-commerce renewals, OMO promotion, etc.

Strengthening e-commerce business

» Business format strategy: Covering various purchasing channels, trading areas, and customer segments through the integration of business formats

By integrating our drugstore, dispensing pharmacy, discount store, e-commerce, and digital businesses, we will | Ercommerce renewals |

be able to cover various purchasing channels, trading areas, and customer segments, enabling the achievement

® Integrate e-commerce site and customer

of further scale expansion in the future.

Extend trad

Discount store

Drugstore business
Dispensing pharmacy business

Suburban location: complex stores
Free-standing stores
Station-front location: downtown
and shopping areas

business

Customers of

all ages
2a 012

st

E-commerce/

digital business

ng areas

Business strategy: Opening more stores \Expansion of the number of store openings

Challenges in store development

Drugstore business

Initiatives to further
increase the number of
store openings
Discount store
business

Store openings in
eastern Japan

Countermeasures

Strengthening
collection of property
information

Promoting suburban
store openings

Allocation of
personnel to eastern
Japan area

Increasing store
development staff

As of March 31, 2022: 41
As of March 31, 2023: 48
As of March 31, 2024: 67
(plan)

Strengthening
freestanding stores
As of March 31, 2022: 30
As of March 31, 2023: 40
As of March 31,2024: 52
(plan)

Store openings in
eastern Japan area
As of March 31, 2022: 7
As of March 31, 2023: 6
As of March 31,2024: 9
(plan)

sites, and convert them into a retail media
network

® Improve customer convenience by renewing
the website’s design

® Strengthen communication with customers
by introducing a customer relationship
management (CRM) system

© Improve productivity by centralizing
information and introducing automation tools

® Further expand product lineup and increase
variety

Online-Merge-Offline (OMO) strategy |

© Provide a customer experience (CX) that
transcends the barrier between online and
offline channels

©® Respond to different purchasing styles
through in-store pickups, online-to-offline
marketing, etc.

© Integrate online experience with in-store
strengths to provide 1-to-1 marketing

® Increase loyalty of existing customers by
utilizing data and strengthening CRM

® Acquire new customers through omni-
channel strategy

Transformation through renewal of e-commerce infrastructure

Improvement in CX

® Improving convenience by responding to the
different purchasing and product-receiving
styles of customers

® Deliveries without long waiting time, same-day
deliveries

® Providing a good CX through 1-to-1 marketing

Productivity improvement

® Improving logistical efficiency by adding bases
integrated with distribution centers

® Reducing delivery costs through the dispersion
of bases (Kansai/Chukyo areas under
consideration)

©® Optimizing inventory and costs through
demand forecasting

©® Enabling automatic product registration by
adopting global standards

Business strategy: Strengthening \Initiatives to capture dispensing demand in Japan’'s local communities

dispensing pharmacy business

As of March 31,2023, » Number of standalone pharmacies: 28/
Number of drugstore pharmacies: 1 1 9

Dispensing business: Full-year results for FY3/23

Sales of dispensing business J§ Number of prescriptions Unit price of prescriptions

¥11,794 million 1,384,667 ¥8,518

YoY: +10.8% YoY: +10.9% YoY:-0.1%

Pharmacy openings: Full-year results for FY3/23

36 drugstore pharmacies opened

—~—

FY3/24

Initiatives to open more dispensing pharmacies

m Acceleration of store openings, centering on
drugstore pharmacies
=»Review of store opening criteria

m Early fostering of supervising pharmacists

Initiatives to open more dispensing pharmacies

m Service for reservation of prescription transmission
=»Enabling booking of prescription
appointments through LINE MINI app
m Measures regarding online drug
administration guidance
=»Delivery of pharmaceuticals after online
drug administration guidance

m Measures regarding electronic prescriptions

Planned openings: 1 standalone pharmacy/ =»Introduction of online insurance verification

Development of new
at all stores

areas * Cumulative total of 44 stores (expected)

40 drugstore pharmacies
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Management issues and Medium-term Business Plan

» Strengthening of management foundation

Utilizing and promoting DX

We recognize that digital transformation (DX) is society with an ultra-low birth rate and an extremely
important for the following three reasons and will large elderly population. In order to provide new value
continue to promote it. by building “health care stations” and enabling “self-
As trends of an ultra-low birth rate and a rapidly medication,” the utilization of DX is required.
aging population continue to progress in Japan, by Furthermore, we believe that changes in the social
2040, a labor shortage of 10 million people can be environment will have a major impact on lifestyles
expected. and consumer behavior. It is necessary to utilize
Labor shortage is a serious problem in the drugstore DX to create a marketing foundation that allows us
industry, which is labor-intensive. We believe that to provide truly valuable products to customersin a
the utilization of DX is key in helping us convert our timely manner.
method of sales to a multi-channel structure, and to SUNDRUG will promote the consideration
improve productivity. and introduction of strategic utilization of DX in
In addition, the role that drugstores play is growing anticipation of changes in the business environment
significantly as Japan moves toward becoming a in the near future.

Acquisition of customers by utilizing customer information collected from digital sales promotions such as via apps and social media

Number of SUNDRUG Group card members
Official (as of March 31, 2023) 27.10 mitiion

SUNDRUG app

* The above figure includes the number of

duplicate accounts
Rakuten SUNDRUG Digital sales promotion

point card A e-shop

SUNDRUG Group
customer information

SUNDRUG card members

Online sales flyers

Online ads

Expandin-store pickup service

Beacon

@ Partnership cards LINE —
with Rakuten Edy membership Digital signage
E———— 0
EE LINE| = Proprietary app
U"" INE
Prescription app
e
==

) 4

Digital-related sales Optimized marketing

Increase
customer loyalty

Sales ratio of
digital-related sales: 31.7 %
(+6.0 pt. YoY)

* Drugstore business FY3/23 results f r Data utilization methods
“+, Promotion
Digital sales 2

Use retail

Retail media business AIEIERCEED promotion media business | 1-to-1 marketing |

[Net sales] +2 8% YoY ﬁ_:[

Store data analysis

and utilization -
Targeting using Increase in number
customer IDs of orders Efficient
sales promotion
Sales promotion impact/analysis results

| Promoting retail media business |
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» Investments aimed at promoting DX utilization

Initiatives to further increase efficiency of operations

Began full-fledged introduction of :
o electronic shelf labelling . Gross profit +1.0% Labor costs -3.5%

B As of March 31, 2023: Introduced at 100 stores in
FY3/23 (Cumulative total: 120 stores)
B FY3/24: Planned to be introduced at 150 stores
m Capital investment: Estimated total of roughly ¥25.0 billion
STEP 1
=pReduce in-store work of placing special sale sign
cards, etc.
STEP 2
Further increase productivity through the addition
of functions
= Streamlining of store operations through
visualization of the quantities of store inventory, etc.

. Expanded scope of automatic ordering . Gross profit +0.1% Labor costs -0.4%

B System for automatic ordering of products on sale ®m Reduction in order
®As of August 31, 2022: Launched at 111 SUNDRUG stores processing time Hours worked “45.0%
®As of March 31, 2023: Launched at all SUNDRUG stores
®FY3/24: Planned launches at DIREX, Seikodo, ® Improvement in
and Plus stores sto%l?ot?t raete Stockout rate -33.0%
=>Reduction in time required to place orders (0.85%—0.57%)
=»|mproved accuracy in optimal order quantity;
improvement in stockout rate . .
= Sorting operations Hours worked -10.5%

m Delivery by category and reduced number of
deliveries
=»Changing the number of deliveries to fit each
store’s scale. * Implemented at 176 stores

@ self-scan system . Trial started in FY3/23

B Smartphone apps for both customer convenience and productivity improvement
=»Reduction of waiting time for customers at the cash register and reduction of product registration time at the cash register
*Promotion of non-contact transactions toward the new normal in the age of living with COVID-19

Open the app Register products and shopping Pay

>

o ‘ Trial to start in FY3/24

m Changing expiration date management on paper = management on tablets or handheld terminals
=»Reduction in time needed for expiration date management and improvement in task accuracy

Review possibility of introducing an
expiration date management system

Register the expiration dates of products Data management — Expiring products are identified Handle the expiring products
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Policy on Promotion of Sustainable Management

Now that the progress of an ultra-low birth rate and a rapidly aging population as well as preservation of the
Earth’s environment have become much talked about issues, the values of stakeholders and consumers are
changing drastically, and the yardsticks by which corporate value is measured are also changing dramatically.
By implementing initiatives related to ESG, SDGs and CSR while ensuring compliance with laws and
regulations, SUNDRUG aims to be a sustainable and resilient company that can respond to social changes

and risks.

Standards

Guidelines

Guidance

Fulfillment of corporate activities Environment,
social responsibility society and
governance

Corporate perspective

The international
community’s perspective

SDGs

Resolution of social issues

Respond to the expectations and
demands of society including
stakeholders through
our business

CSR ESG

Investors’ perspective

Stakeholder engagement

Recognition of the importance

As a retailer, the Company has stakeholders including
customers, shareholders, employees, suppliers,
distributors, financial institutions, local communities,
and administrative bodies. We believe that creating
a forum for communication with our stakeholders will
lead to the development of appropriate solutions to
the various issues that we currently face, thereby
enhancing our social credibility and corporate value.
Also, the Company recognizes that engaging with
stakeholders helps to generate suggestions in many
fields, including the promotion of ESG activities,
strengthening of sustainability, development of
community activities, formulation of ethical initiatives
and norms, and strengthening of information
disclosure. Therefore, we will continue to strengthen
initiatives in stakeholder engagement.

Current activities

® Meetings with institutional investors and analysts

® Site visits for investors

® Collection of customer feedback via email and
telephone

Future activities

We will continue to consider how to implement

and enhance measures for engagement and

collaborations with stakeholders.

® Consider conducting investor surveys and dialogue
meetings

® Consider conducting employee satisfaction
surveys and customer surveys

‘ Commitment to stakeholders

Declaration on The Company recognizes that the global environment is the foundation of all its
e elsEl B activities. Therefore, the Company will strive to protect the environment by complying
environment with laws and regulations and cooperating with its stakeholders.

Commitment to We will always strive to provide valuable products in order to gain the trust and
customers satisfaction of our customers, and serve to realize safe, secure, healthy and rich lives.

Commitment to Itis our responsibility to our business partners to ensure “fair trade.” In order to earn the
business partners trust of our business partners, we will comply with good business practices and strive
P to build relationships of coexistence and mutual prosperity.

We will actively engage in dialogue with our shareholders and aim to become a

Commitment to sustainable and resilient company that can respond to social changes and risks.
shareholders We will endeavor to enhance corporate value through both financial and non-financial
measures.
Commitment to By actively engaging in dialogue with our employees, we pledge to create a healthy
e plovess and comfortable working environment, and to provide an environment that enables
ploy sustainable change and continuous growth.

Our goal of realizing safe, secure, healthy and rich lives also represents our

el e o1 B8 commitment to local communities. In addition to providing services at our stores, we
communities will promote events related to medicine and health, as well as tree-planting and fund-

raising activities in cooperation with local communities.
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Environment

With the aim of providing products of value and serving to enrich people’s lives, the SUNDRUG Group
is committed to environmental management, including initiatives for a decarbonized society and the

development of environmentally friendly products.

SUNDRUG Group Environmental Policy

Basic approach
Recognizing that preservation of the global
environment and protection of biodiversity are
the foundation of human life and the source of our
business activities, we have set environmental
management as one of our material issues
(materiality) and are promoting it strategically by
integrating it into our management.

To put environmental management into practice,
we have established an environmental policy and
a voluntary environmental action plan to serve as
the code of behavior for our various efforts. We take
responsibility in all of our business fields and are
working to solve environmental issues through our
business activities while working together with various
stakeholders.

Environmental Policy
@ (Activity policy/target) Reduce environmental
impact
We will use resources and energy efficiently and
engage in business activities that have a low
environmental impact at every stage of the supply
chain.

® (Product development/sales) Environmental
consideration in product sales
We will promote planning and sales of products
and services that take the environment into
consideration not only in-house but also through
collaboration and co-creation with our suppliers.
@ (Promotion system) Development of promotion
system
Recognizing the impact of our business
activities on the environment, we will establish
environmental objectives and targets and work on
making continuous improvements.
® (Education/edification) Compliance
In addition to familiarizing all employees with
the Environmental Policy, we will raise the
environmental awareness of each employee to

ensure compliance™.

* Aggregation and proper disposal of waste, chemical substances
contained in products, Energy Saving Act (Act on Rationalizing
Energy Use), Warming Countermeasures Act (Act on Promotion of
Global Warming Countermeasures), etc.

® (Disclosures) Promotion of communication
We will provide regular internal and external
reports on our environmental conservation
activities to build good relationships with our
stakeholders.

Voluntary Environmental Action Plan

Numerical targets
Reduce CO, emissions per floor area (total of
Scopes 1 and 2) by 50% in the Group (in fiscal 2030,
compared to fiscal 2013)
® Reduction of food waste by 50% per sales
(compared to fiscal 2020)
® Reduction of non-food waste by 20% per sales
(compared to fiscal 2022)
® Food waste recycling rate of 30%

Implementation plan

® Installation of solar panels

@ Installation of efficient lighting, air conditioning,
and refrigerators and freezers

® Strengthen control of temperature settings and
other energy management practices

® Consider purchasing non-fossil certificates and
renewable energy

@ Introduction of private label products that take into
account energy, water, and waste

® Improving employee awareness and knowledge of
the environment and environmental management

Details of initiatives

Promotion of environmental management Introduction of solar power

generation; Introduction of CFC-free refrigeration and freezing cases

» KPI - Reduce the CO, emissions per floor area in the Group by 50% (in fiscal 2030, compared to fiscal 2013)

We are promoting the installation of solar power generation systems based on the
characteristics of individual stores in each region (hours of sunlight, roof area, roof
load capacity, etc.) We plan to reduce CO, emissions by 30,000 tons* by fiscal 2030.

Contributing
toa
decarbonized
society

Equivalent to 34 years’ worth of CO, absorbed annually by 100
hectares of planted Japanese cedar trees aged 36—40 years

Introduction of CFC-free
refrigeration and freezing
cases

Introduction of solar panels
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Initiatives to prevent food loss S el 13 5
cO | @

The Group is working to optimize product lineups, shelving
allotment (what products to put out on which part of the shelves
and in what quantities), orders, and inventory levels at each
store as it is important to eliminate dead stock in order to control
and reduce food waste. In addition, we are working to reduce
waste by reducing the amount of expired products through
“temaedori”* activities and by selling products near their sell-by
dates based on internal criteria by marking them down with the
optimal discount at the right timing. To improve the accuracy of
these efforts, we work continuously to improve the operational
logic of our IT systems, including automatic ordering systems.
*"Temaedori” = A purchasing behavior in which the customer actively chooses

products that are close to their sell-by date, such as those products placed up front
on the shelves for immediate consumption after purchase.

Food Waste Trends on Weight Basis

(Stores: Al directly-managed | Total Fiscal | Total Fiscal | Total Fiscal | Total Fiscal | Total Fiscal = Total Fiscal Total Fiscal Total Fiscal
stores/Unit: t) 2018 2019 2020 2021 2022 2023 Forecast | 2024 Forecast | 2025 Forecast

[ ZIXIETED 15% reduction ) 10% reduction | 10% reduction

Total weight deficit (t 419 310 287 259 233
kg/net sales (million yen) 1.60 1.15 1.41 1.02 112 0.95 0.85 0.77
Comparedtofiscal 2018~ 100.0% 72.0% 88.2% 64.0% 69.8% 59.3% 53.4% 48.0%

*The above figures are for SUNDRUG Co., Ltd. only

: @ Introduction of automatic
Orderlng ordering system

Image Major initiatives

Rggllélsar ® Firstin, firstout  ® “Temaedori” activities

® Discount sales based on expiration date checks

@ Giving instructions to stores to offer discount sales based
on sales trends and transferring products to other stores

® Promotional sales at the clearance corner

Despite the above measures, waste will still inevitably be generated. Therefore, further efforts are being made to collect waste for
recycling purposes and to reuse it as animal feed, fertilizer, and energy.

( N\
N
$ :
Collection and General recycling
Waste generators Chilling centers transportation centers
(Stores) or TC centers 4

Reduction of waste from stores

Drugstores generate a large amount of cardboard boxes and plastic waste
including cushioning materials, due to the nature of the products they handle.

At present, most of the cardboard boxes are recycled, but some Disposal (t) 16,038.6
of the plastics are disposed of as industrial waste. In order to further
reduce the amount of plastic waste we produce, we will continue to
promote optimization in purchasing quantities, reusing and recycling Recycling rate 80.1%
of waste plastics together with our business partners, and to promote
environmentally friendly management.

Recycling (t) 12,852.0

* Excluding discount store business

Dissemination and education about Repeat consultation with Compile requests to
everything from environmental recycling companies, and .
1 issues to the Company’s initiatives 2 conduct store-specific test 3 manrfactqrers and submit
using the in-house training system operations regular written requests
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Basic approach to waste reduction (initiatives throughout the supply chain)

Drugstores and discount stores, which handle a

large number of purchased products, were a little
behind in their efforts to reduce waste. There are a
wide range of issues to be solved, including “waste
product packaging materials, etc.” and “unsold food
products.” Fortunately, the popularization of IT and DX
has made it easier to visualize the amount of goods
purchased, sales volumes, volumes of unsold goods,

SUNDRUG Group supply chain

and CO; emissions (Scope 3 Category 1), and, with
that, our approach to tackling waste is beoommg
clearer. In accordance with national policies and
guidelines and in cooperation with its business
partners, the SUNDRUG Group promotes the 3 “Rs”
throughout its entire supply chain and is making every
effort to address waste issues.

vy

Flow of goods ]
------------------------- > Distribution ...........| E-commerce |.....
warehouse warehouse g 3 :
vy v
(transfer) Stores
Procurement P> Manufacturer P Wholesal P Distribution > leg) [T » Consumer
warehouse (sales)

Private brand products

Recognition of the importance
Packaging materials and containers used for
products sold by drugstores are often disposed of
as waste after use, thereby placing a burden on the
environment. The SUNDRUG Group’s private brand
products are commercialized based on the main
themes of “products with low environmental impact”
and “capable of contributing to the environment
through products.” Specifically, these include: 1)
selection of environmentally friendly materials and
manufacturing processes; 2) use of materials with low
environmental impact (environmentally friendly ink and
reusable and recyclable materials); 3) implementation
of environmentally-conscious sales promotions
(emphasizing environmental consciousness); and
4) provision of information relating to environment
credentials (marking signifying compliance with
environmental initiatives and certification labels).
Although these initiatives have only just begun,
we will continue to provide compelling products to
customers that meet the demands of our society
in this era in which environmental management is
demanded.

Current activities
Goals for period: 681 SKUs
Achieved (achieved ratio): 210 SKUs (30.8%)

Future activities

® New products: 100% compliant with sustainable and
environmentally friendly materials

@ Existing products: Gradually shift to use of
sustainable and environmentally friendly materials

Materials used (ink and paper)

2100

e ]

Used paper
VEOE TAALE
[
Usoof enionmertaly findy
o <o
wood re;’o'“éea -
Biomass Vegetable oil-based FSC PEFC Bagasse
ink ink markings certification certification paper

Other environmental initiatives

Adoption of business casual dress code

At the headquarters of each SUNDRUG Group
company, we implement Cool Biz measures in the
summer and Warm Biz measures in the winter to
reduce CO, emissions and improve the working
environment of our employees continuously
throughout the year. In October 2021, we adopted a
business casual dress code (casual outfits with no
neckties) for the whole year. In combining Cool Biz and
Warm Biz, we are working to reduce CO, emissions
by calling for proper room temperature control and
reasonable means with light clothing according to
each employee’s time, place, and occasion (TPO).

Utilization of store facilities

The Group refurbishes the showcases, furniture,
and refrigerators from stores that are relocated,
rebuilt, or closed and reuses them at other stores
to reduce waste and effectively utilize resources.
By properly managing and reusing the resources
from stores and offices, we are contributing to
the realization of a circular economy.
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Initiatives based on TCFD recommendations

TCFD is a framework for disclosing critical information related to the risks and opportunities presented by
climate change and we recognize it as a common yardstick for investors. We respond appropriately to the
TCFD recommendations in accordance with the requests set out in securities reports and the Japanese

Corporate Governance Code with a focus on the completeness, accuracy and consistency of information.

Response to TCFD recommendations based on the requirements of the Corporate Governance Code

® |dentify high-impact risks using a scenario analysis approach that assumes what kind of society the
Objectives world will be like in 2030 to 2050, and study, formulate, and implement the necessary countermeasures in

advance to maintain business continuity and corporate growth.

® Both scenarios of (1) a 2°C increase and (2) a 4°C increase in global average temperature by 2100
compared to pre-industrial levels
® 2°C increase: Assumption of a decarbonized society with stricter policies than the status quo

® 4°C increase: Assumption that current decarbonization policy and CO, emission pace will continue

Target . ; - '
® Retail business (drugstores and discount stores combined)

Scope of ® SUNDRUG Group (headquarters and stores)
analysis ® In the future, the entire supply chain, including business partners

@ Transition risk: Changes in policies, laws, technologies, and markets as we transition to a low-carbon society aimed at

mitigating climate change, which may affect the financial position of a company or its reputation/rating
(ol HLEIELLE] @ Physical risk: Short-term weather-related disasters such as typhoons, floods, and forest fires (acute risk), and long-
term ongoing weather-related disasters such as water shortages, rise in sea level, extreme heat, and air
pollution (chronic risk), which may affect the financial position of a company.

Scope of ©® Weather-related disasters
ELEWAIS ® Increase in electricity prices due to introduction of carbon pricing (report scheduled for the next period)

Scenario ® “Present to 2050” is recommended, but “up to 2030” will be used
period ® CO;, emissions increase along roughly the same path until around 2030 under both 2°C and 4°C increase scenarios

‘ Contents of disclosure

Strategy Risk management Indicators and targets

Oversight by the Board of  Risks and opportunities Risk identification and Indicators used by the

Directors ® |dentification of opportunities assessment process organization

® Environmental management and risks in 2°C and 4°C ® Roles and activities of the ® Greenhouse gas (GHG) and
promotion and guidelines scenarios ESG Promotion Committee CO, emissions volume
(Environmental Policy) and the Compliance and Risk @ Expanding sales of

® Governance on climate change Management Committee environmentally friendly
(discussions by the Board of @ Stakeholder engagement products (SKUs and
Directors, internal structure) through industry associations composition of sales)

@ Linking ESG indicators (capturing social demands) e Introduction of EVs, reduction
to internal Director of incinerated waste, etc.
compensation

Roles of management Impact on the organization Risk management process GHG emissions for Scopes

® Company policy and top ® Assessment and estimation @ Execution of PDCA 1,2 and_Scope 3 (where
management commitment of opportunities and risks cycle through the ESG appropriate)
on climate change under 2°C and 4°C scenarios  Promotion Committee and ~ ® Scopes 1, 2, (3) data

® Management of Group risks the Compliance and Risk disclosure
through operation of the ESG Management Committee @ Utilization and rate of
Promotion Committee and ® Promotion of environmental recycling
the Compliance and Risk management (organization e Waste management and
Management Committee building, operation, emissions (third-party

education, etc.) assurance report)
Organizational resilience Integration into comprehensive Goals and performance as
(toughness, resilience, tolerance) risk management an organization
® [ssues and responses ® Oversight by the Board of ® Medium-term environmental
necessary to capture Directors targets and performance
opportunities and avoid risks @ Collaboration among the ® Progress monitoring based
in 2°C and 4°C scenarios Board of Directors, ESG on KPIs
Promotion Committee, ® Efforts to save energy and
and Compliance and Risk reduce CO, emissions

Management Committee
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Governance

Oversight of the Board of Directors Structure

and the roles of management -
Board of Directors

® Establishment of the ESG Promotion

Committee in April 2020 as an organization Report' l Monitoring and instruction
under the direct control of the President and
Representative Director ESG X X
® The committee oversees sustainability Promotion Chairperson President
activities aimed at sustainable growth of and Representative Director

society and the SUNDRUG Group, and is Committee
responsible for formulating implementation I

! |

plans and managing progress = © 8
® The committee meets monthly, and the o 2 % 3 g £ 3
matters and contents discussed at the c = = = 3 [} =
. . (o) /=) 0 c © S o 1S o
committee meetings are reported to the S o P ‘€0 85 =¥ = .5
Board of Directors as appropriate 82 o e o2 g:g 2 § §§
® The President and Representative Director oo (%) <0 =0 8 oo Oa

assumes ultimate responsibility for issues
related to climate change and makes Cross-organizational cooperation
decisions on the allocation of management
resources, the development of systems, .
and the implementation of initiatives, while Cooperation

ensuring consistency between business Compliance and Risk Management Committee
activities and initiatives

® Promoting environmental management with
an Environmental Policy

® Already introduced a compensation system
that links ESG indicators to internal Director
compensation

|

‘ World view as a premise for scenario analysis

Worldview and business environment

_ +2°C scenario +4°C scenario

® A world in which the global average ® A world in which the global average temperature by
Climate temperature by 2100 increases 2°C above 2100 increases 4°C above pre-industrial levels
pre-industrial levels (as agreed in the Paris
Agreement)
® Policies are introduced and development of ® Increasingly severe and frequent extreme weather
technologies that will facilitate the transition events due to climate change increasing the risk of
to a decarbonized society, such as the shift to natural disasters, infectious diseases, etc.
renewable energy and adoption of a carbon g 5qciety where changes in the business environment
Worldview tax, are promoted and consumer behavior due to climate change are
® Society where changes in the business highly likely to affect business
environment associated with the transition ® Physical risks materialize
to a decarbonized society are highly likely to
affect business
® Regulatory (transition) risks materialize
® Carbon tax is introduced ® Carbon tax is not introduced
Policy ® Energy conservation and renewable energy ® Current energy conservation and renewable energy
measures are further promoted promotion measures are maintained
T T ® Increasing due to cost of environmental ® Increasing for agricultural, livestock, and fishery
e BEE e measures (forest protection, plastic products (yield decrease, quality decline, etc., due to
9 regulations, introduction of carbon tax, etc.) disasters in production areas, climate change, etc.)
® Flooding risk is at current level ® Increase in related costs (relocation, closure,
Stores insurance) due to higher flooding risk resulting from

increased heavy rainfall

® Increasing through the supply chain with the @ Current level throughout the supply chain

Electricity bills introduction of a carbon tax

) ® Establishment of environmentally friendly ® Establishment of lifestyles to cope with extreme heat
Szl lifestyles ® Increased demand for disaster preventi d
consumers prevention an

® Increased demand for sustainable products stockpiling products
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‘ Analysis based on +2.0°C increase scenario *Ananalysis based on a +4°C increase scenario is scheduled to be included in a report in the next period

RCP 2.6 (under the 2°C increase scenario, the global average temperature in late 21st century (2081 to 2100) is likely to increase by between 0.9°C and 2.3°C above pre-industrial levels)

Increased electricity costs for stores and logistics facilities due to introduction

of carbon pricing Large
Introduction/increase of carbon pricing Increased commodity procurement costs due to introduction of carbon pricing Medium
(higher manufacturer production and shipping prices)
Increased delivery costs due to introduction of carbon pricing (contractors) Small
Increased investment costs in equipment and machinery to reduce and control GHG emissions ~ Small
Failure to reduce GHG emissions incurs the cost of purchasing emission credits -~ Medium
Policiesand qyieter GHG emission regulations  Increased commodity procurement costs due to stricter emission requlations ...
regulations (higher manufacturer production and shipping prices)
Increased delivery costs (contractors) due to capital investment to reduce and Small
control GHG emissions
Tighter CFC regulations Increased investment expenses for CFC-free facilities in stores, etc. Small
: q f Increased procurement costs due to higher prices of alternative materials to
Stricter plastics regulations meet plastics regulations Small
Transition Litigation (environmental measures,  Responding to (shareholder and administrative) litigations for inadequate Small
risks GHG emissions) environmental measures
Increased energy prices due to higher electricity prices (including renewable Large
N energy surcharge) g
Increased electricity prices . - —
Increased commodity procurement costs (higher manufacturer shipping prices) Medium
Market due to higher electricity prices (including a surcharge on renewable energy)
Increased renewable energy prices Increased energy costs due to higher renewable energy prices Medium
o Increased renewable energy prices and electricity prices, and increased :
Increased logistics costs logistics costs due to environmental investments Medium
Changes in consumer lifestylesand  Decreased sales due to delayed introduction of environmentally friendly Medium
preferences products and services
o : Deterioration of brand image and a decrease in sales due to delays in :
_ Decline in consumer reputation environmental considerations Medium
Reputation Decreased number of recruitment applications and hires due to the
Decline in social reputation deterioration of brand image caused by delays in environmental considerations Medium
Decline in valuations by investors and  Decline in corporate reputation among investors and rating agencies and Small
rating agencies higher financing costs due to delays in environmental considerations
Loss of sales opportunities due to damage or closure of stores caused by flooding, Large
efc.
Acute Increasingly severe disasters Loss of sales opportunities due to the shutdown of information system centers  Medium
Ksmal Inventory disposal/shortages and loss of sales opportunities due to flooding, Large
risks etc. of factories, wholesalers, distribution facilities, etc. g
Rising average temperatures Increased electricity consumption at stores and distribution facilities Medium
Chronic i Increased insurance costs and relocation costs for stores due to increased risk
Rise in sea level of flooding from high tides and tical waves Small
Lower procurement costs due to more efficient business processes and Small
Policies and Introduction/increase of carbon pricing ~ €quipment at suppliers
reoghcllaetiso%ns Decreased logistics costs due to more efficient logistics Small
Renewable energy technology Decreased energy costs due to the introduction of solar power generation with Medium
development lower costs
» Changes in consumer lifestyles and Increased sales due to the development and expansion of environmentally Medium
Opportunities preferences friendly products and services
. Increased sales through development and expansion of products and services :
Market Rising average temperatures adapted to rising average temperatures Medium
- Improved brand image and increased sales by addressing environmental !
Improved consumer appreciation considerations Medium
Improved valuations by investors and Improved corporate reputation among investors and rating agencies and lower Small

rating agencies

financing costs by addressing environmental considerations

Items evaluated as “Large” in terms of impact

Policies and S - Increased electricity costs for stores and logistics facilities due to
Transition  regulations Introduction/increase of carbon pricing  noquction of carbon pricing
risks Market Increased electricity prices Irg%ree\;;lgg?eeennegrgg{/psrtlﬁgﬁadrlgjyee)to higher electricity prices (including
Loss of sales opportunities due to damage or closure of stores caused by
Ksmal Acute Increasingly severe disasters flooding, etc.
risks gy Inventory disposal/shortages and loss of sales opportunities due to

flooding, etc. of factories, wholesalers, distribution facilities, etc.
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‘ Predictions of damage caused by physical risks

Of the 931 stores subject to analysis, it is predicted that 351 (37.7%) will be flooded below floor level or incur flood damage at a depth of at least 50 cm.

Inundation depth Number of stores PETTY T Check the current inundation depth at the stores
(assumed maximum scale cm) j targeted for analy5|s to the Ieft subject to evaluation
Less than 50 cm 1307 Calculate the current amount of damage and 1oss
50 ~ 99 190 N (using the damage ratio by inundation depth, etc.)

100 ~ 199 37 scheduled Confirm the future flood frequency multiple and
for the SiIEAIEN estimate the future amount of damage and loss at the
200 ~ 299 31 ne_xtd respective scale of flooding
erio
300 cm or more 157 E (313014 Assessment of increase in future risk for the respective
scale of flooding
Target stores 351
* Refer to Inundation Navigator (Shinsui Navi), Flood Management Economics
Number of stores 931 Manual (Chisui Keizai Manual), etc. (provided by Water and Disaster
Management Bureau; Ministry of Land, Infrastructure, Transport and Tourism)

Ratio (%) 37.7

Indicators for assessing climate change-related risks and opportunities

® Greenhouse gas/CO:2 emissions (Scopes 1 & 2; Scope 3 in the future)

® Greenhouse gas/CO2 emissions per floor area

® Waste generation (food: per sales, non-food: absolute amount)

® Composition ratio of environmentally friendly products (Reduction effect of greenhouse gas/CO:2 emissions
through sales of environmentally friendly products)

Assessment
indicators

® The SUNDRUG Group recognizes the importance of proactively addressing the risks and opportunities
associated with climate change
® Set a reduction target for greenhouse gas/CO2 emissions by 2030 to contribute to the realization of a
scenario that limits the global temperature increase to less than 2°C
® Risk reduction initiatives
(DReduction of greenhouse gas/CO: emissions through transition to renewable energy by installing solar
power generation systems and switching to non-fluorocarbon freezing and refrigeration equipment
(@Promotion of energy conservation through the introduction of highly efficient equipment and switching to
LED lighting
3®Achieving resilient supply chains by addressing physical risks associated with climate change
® Capturing opportunities
Proactively developing and introducing environmentally friendly products that contribute to sustainability in
response to changes in consumers’ consumption behavior
® Further quantifying climate change-related risks and opportunities to improve the accuracy of scenario
analysis
® Through analysis, hedge and address risks appropriately while identifying market changes and proactively
pursuing business opportunities to achieve sustainable growth of the Group

Initiatives
and results

Long-term goals in the environmental field

Reduction of CO2 emissions ® Reduce emissions per floor area by 50% (compared to fiscal 2013)

Low carbon ® 100% reduction of plastic shopping bags, switch to plastic shopping
society (Plastic countermeasures) bags made of environmentally friendly materials (biomass,
biodegradable, recycled materials)
. ) . ® Reduction of food waste by 50% per sales (compared to fiscal 2020)
Circular Promotion of food loss reduction X Iy -
society and food recycling @ Reduction of non-food waste by 20% per sales (compared to fiscal 2022)

® Food waste recycling rate of 30%

Society in harmony
with nature

® 100% environmentally conscious private brand (PB) products as a

ezl proelis et percentage of all PB items in the drugstore business

CO: emissions

| _tem ] unit [Fiscal20t8]Fiscal 2019 JFiscal 2020[Fiscal 2021 JFiscal 2022

CO: emissions™*' t-CO2 161,432 149,472 149,880 163,968 154,230
CO: emissions (per gross floor area)*®  t-COz/m? 0.145 0.129 0.123 0.124 0.109

*1 CO. emissions include emissions associated with the use of fuels and use of electricity and heat supplied. The method and scope used for calculation
are the same as those stated in the regular report under the Act on the Rationalization, etc. of Energy Use.

*2 Gross floor area is as of March 31 of each fiscal year.

* Figures include Daiya Inc., which was included in the scope of consolidation in fiscal 2022.
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Human resources

We believe that the development of human resources with diverse values and ideas and the creation of an environment in which those
people are able to play an active role are both important elements when it comes to corporate growth. Toward this end, the Group is
committed to the development of a workplace environment and an educational system in which employees can demonstrate their abilities.

Two lines per store system

Pharmaceutical specialty businesses and store
operations businesses both require highly specialized
personnel, and each requires a different set of skills.
Therefore, SUNDRUG has adopted a two lines per
store system in which specialized duties and store
staff are divided into two groups: “dispensing and
OTC counseling staff” and “store operations staff.”

This system enables our staff to focus on their specific
duties and fully demonstrate their capabilities. This
means that our pharmacists can concentrate on
ensuring customer delight through OTC counseling
and health-related consultations without having to
also make time for operational duties.

15-Year Training Curriculum

We believe that the development of human resources
is the key to ensuring corporate competitiveness. To
this end, we provide an in-depth education designed
to help our employees grow according to their stages
by our “15-year training curriculum,” which is said to
be the best in the industry. After gaining experience
at stores and being assigned as headquarters staff at
store management departments, product purchasing
departments, store development departments, etc.,
training programs are provided to employees in order
to further refine business skills as professionals in
each field. Furthermore, we link group training (Off-JT),
in which knowledge is learned in a classroom setting
with on-the-job training (OJT), in which knowledge

is learned through work in the store. Employees thus
acquire “live skills” using both their minds and bodies.
As true professionals, each employee is able to
contribute to the operating of the company and help
our customers lead fruitful lives. We have also set up a
job rotation system whereby employees are assigned

to various departments at the Group headquarters
for a certain period of time in order to help them find
their future career path at the SUNDRUG. By being
given the opportunity to experience a variety of roles
for a limited time span during the early stages of their
career, employees acquire skills in communication,
customer service, and in-store management from a
wide range of perspectives, allowing them to thereby
better plot their future career path.

v General
Deputy Manager

Manager
Manager o and above

Basic training Leadership, management, mentoring, and compliance

Presentation skills

Logical thinking and facilitation

Negotiation skills

Store operation positions (including sales positions and beauty advisor positions)

vear 1 2 3 456 7 8 9 101 12 13 14 15 - -

Support for acqisition Training on pharmaceuticals and health foods

2 of registered sales

2 clerk qualification Senior advisor

; Product knowledge training

Operations tainng
Career development support Store Development

vears 1 to 2 vears 3 to 4

Merchandise Division [N _—
ini Buyer (in charge eneral Manager -
[rening anager po PR of Sales Division M Business Divisio

Counseling and President’s
Sales Positions Office

Supervisor Zone Manager

. ) Internal Nursing-care Human Resource YR Store Business
Nutrition Advisor = gecryitment M Prevention Advisor Line Development
) Dementia Human Resources and
Kampo Advisor - ] patient Supporter, Educational Development

Recruiter Person Responsible

: System
oo Fotaion

Career path support
Upskilling support

New employee t

for Store Operations
(Store Manager)

Deputy Customer Service
storellanager ) ML Psychology Advisor

Information Analysis
and Sales Planning Division
Dlvisicn P Brand
: Merchandise Deveopmert
Operation Staff Beauty Advisor

e-learning in-house education system + “e-JINZAI” external training tool

Pharmacist positions

Year 1 2 3 45 6 7 8 9 101 122 1 14 15 ' -

Professional training for pharmacists

up

Dispensing training

OTC training

ing

Advanced dispensing training )
L Advisortraining ________4

(New Employees)

vears 1 vears 3

Dispensing Health Care

Buyer Audit Specialist Promotion Division M pesior® .+

Person in Charge of
Person Responsible Dispensing Training Merchandise
for Dispensing 5 Development Zone Manager
Pharmacist for Practical
Training and Guidance Human Resource

Beauty Division [ Sales Planning Division

Nursing-care
Prevention Advisor

Career development support

Drugstore Pharmacy System
Nutrition Advisor o P e Devalopment d  Ofice

Career path support
Upskilling support

Dementia Patient

Merchandise familiarity training/Pharmacist meetings/Training
support for Education System-qualified Pharmacists acquisition/

New employee train
New employee follow
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e-learning in-house education system + “e-JINZAI” external training tool

Supporter Training Manager
Beauty Care S
Home Medical Advisor Personin Charge econmene
Care of Recruitment Business Division,
D Supplement W Person n Charge
Pharmacist Oiepensing and, Care Advisor JI of OTC Education

) ; . Person Responsible YR neratonalTradiional
OTC Pharmacist Recruiter Kampo Advisor e Chinne Phsicn
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Pharmacist Training (Career Select System)

In parallel with our 15-year training curriculum, we
have also divided our pharmacist training into two
courses: the “dispensing course” and the “OTC
course” as part of our curricula for helping train “family
care pharmacists.” The dispensing course is held at
training type dispensing pharmacies that specialize in
dispensing training and teaches advanced dispensing
techniques and how to analyze prescriptions. The OTC
course provides education to develop counseling skills
based on a two-line at one-store system at drugstores.
Upon completion of either of the specialized training
courses, we allow employees to take the other course,
creating an environment in which employees are able
to receive a deep level of knowledge and develop a
strong skillset in terms of both dispensing and OTC.

»

SUNDRUG

OTC + stores with Lomad  Dispensing pharmacies
dispensing facilities B ol located near large hospitals
Coop- , Medical profit-neutral

m Nationwide network of stores -
eration environment

= Extensive OTC knowledge and

high-quality counseling skills = Acquisition of advanced
= Family care drugstore dispensing techniques
pharmacies ® Contribution to local medical

care in cooperation with
medical institutions

Advisor Qualification System

The Company has established an advisor qualification
system to help foster specialists who can exceed our
customers’ expectations. The qualifications available
include those to become qualified as a Kampo Advisor,
Nutrition Advisor, Supplement Care Advisor, Nursing-

care Prevention Advisor, and Beauty Care Advisors, and

can be taken by any employee who has completed the
in-house basic training.

Proposal Meeting

In order to make store operations and headquarters
operations more efficient, SUNDRUG regularly holds
Operational Improvement Proposal Meetings. A
distinguished feature of the meeting is that employees
who actually work at the Company participate, and
share areas for improvement related to issues that
employees experience on a daily basis and propose
ideas for improvement. Some of these ideas are
reflected in the manuals and systems for the entire
company, meaning the opinions of each employee

are linked directly to the actions of the Company as a
whole. This initiative reflects our commitment to valuing
the opinions raised by each and every employee.
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The ultimate aim of diversity & inclusion* is to actively incorporate human resources with diverse values into
our business operations free from restrictions of gender, age, or nationality, so as to allow the building of an
organization that is able to respond flexibly and with speed to a variety of management issues.

We believe that this is an important theme for the SUNDRUG Group as well, with the Group as a whole
working toward the promotion of diversity and inclusion. We are also developing systems to promote flexible
work styles, such as a Monthly Flexible Working Hours System, and workplace environments that enable a
diverse range of individuals to engage in their work with a sense of motivation.

* Diversity & inclusion: Respecting and recognizing each individual, and making the most of their positive qualities, regardless of gender, age, disability,

nationality, and other external attributes, as well as internal attributes such as lifestyle, work history, and values.

As awareness of self-medication increases, more and
more women are choosing drugstores as places of
employment. As a result, the ratio of full-time female
employees at the Company has increased by nearly 20
percentage points over the past five to six years, with
female employees now accounting for approximately
40% of our full-time staff.

In order that our employees can work together as
one to deliver on the vision of “realizing healthy, rich
lives” for our customers, it is important that we build
an environment in which employees are able to get to
know the unique characteristics and gender differences
of each other, and demonstrate their individual abilities
to the maximum extent, regardless of gender.

We have built an environment that makes it easier
for female employees who are pregnant or who
have given birth or taken childcare leave to continue
working after the fact, including a childcare leave
system and child-care shorter working hours system
that allow employees to extend for a period longer
than that required by law, a system for distributing
maternity marks that have incorporated the views of
employees working during their pregnancy, a returnee
follow-up system in which their supervisors provide
support to help women in roles of responsibility
to return to work after taking childcare leave, an
environment that makes it easier to take paid leave,
reductions in overtime work, allowing the hiring of
employees with fixed working hours and employees
working only at one specific store, and a system in
which employees are able to choose locations and
regions in which they want to work.

At meetings of the Compliance and Risk
Management Committee, management meetings and
meetings of the Board of Directors, opportunities are

As mentioned above, diverse values and diverse
human resources are necessary for the growth of a
company.

However, lifestyles can vary significantly depending
on factors such as changes in a person’s life stage,
life events, gender, age, and the presence or absence
of disabilities. Therefore, in order for diverse human
resources to be able to work together, it is necessary
to create a workplace environment that allows for
flexible working styles that can accommodate a wide
variety of lifestyles.

The current manuals and mechanisms in place
are inadequate when it comes to working styles for
accommodating a wide variety of lifestyles. It is therefore
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provided to report on the utilization rate for childcare
leave, the average length of service, trends in terms
of the number of persons in roles of responsibility and
trends in terms of the number of employees, all with
respect to both genders. At these meetings, issues
are also identified and proposals are put forward as
necessary on how to tackle these issues.

In August 2018, SUNDRUG was recognized for its
good corporate practices in promotion of work-life
balance for women with the award of three stars (the
highest rating) under the Ministry of Health, Labour
and Welfare's Eruboshi system, established pursuant
to the Act on the Promotion of Female Participation
and Career Advancement in the Workplace. We have
also been awarded the Platinum Kurumin certification
by the Ministry of Health, Labour and Welfare,
which is only awarded to companies whose support
for parenting under the Next-Generation Act has
already been recognized with Kurumin certification
and who satisfy more rigorous standards in terms
of good practice in formulation and implementation
of measures toward balancing work and home life,
including male employees taking childcare leave,
continuation of work after taking childcare leave,
reduction of overtime work, and provision of diverse
working conditions.

&HF
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necessary that we remain committed to updating such
manuals and mechanisms as and when necessary.

The establishment of mechanisms such as manuals
and systems built to address various issues, as well
as working hours and work locations, are important
conditions for employees to work in a diverse range of
lifestyles. “Reduction of overtime work,” “Initiatives to
promote the use of paid leave,” “Securing adequate
intervals between work shifts to optimize working
hours,” “Introduction of employees with fixed working
hours and employees working only at one specific
store,” and a “System for allowing employees to
choose locations and regions in which they work” are
just some of the initiatives that we are focusing on.

Initiatives on
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We believe that SUNDRUG's vision of “realizing healthy,
rich lives” should apply not just to our customers and
business partners, but also to our employees.

All employees, regardless of disability status, should
be given the opportunity to fully demonstrate their
abilities in their professional lives. If we can ensure that
all employees are able to work lively, only then can we
achieve the goal of “realizing healthy, rich lives.”

There may be many situations where a person’s
disability serves as an obstacle in his or her working
life. However, by implementing a system in which
those without disabilities are able to follow-up with
those with disabilities, it should be possible for us as a
company to grow together toward the same goals.

The Company is committed to the employment of
persons with disabilities and to helping them settle into
the Company such that they can be employed across
a range of business divisions, including the Store
Support Division and the Support Center Operations
Division, and make full use of their abilities.

Headed by SUNDRUG Dream Works, a special-
purpose subsidiary under the Act to Facilitate the
Employment of Persons with Disabilities, the Group
is engaged in initiatives to employ persons with
disabilities in a variety of locations, including stores,
support centers, and logistics centers. In the past, the
Company has promoted the employment of persons
with disabilities to work in fixed locations, such as the
Group headquarters; however, the Company is now
proactively engaged in the employment of persons
with disabilities to work primarily in stores.

The reason for this is that our stores are located
across Japan, which thereby greatly expands
employment opportunities for persons with disabilities.

If everyone is from the same backgrounds and holds
the same values, the ideas that will emerge from that
will inevitably lack diversity, and companies will reach
a hard limit in how they can adapt and change.

When a company employs a diverse range of human
resources with diverse values, and each employee
respects and recognizes each other’s individuality and
makes the most of each other’s strong points, they are
able to grow, and the company is better able to adapt
and develop. We employ diverse human resources so
that employees of a variety of backgrounds can fully
demonstrate their capabilities regardless of skills or
age.

With the aim of reliably implementing business
strategies and realizing management objectives, the
Group promotes the employment of individuals with
skills and knowledge that are currently lacking in-
house, and those capable of undertaking specialized
work that cannot be performed by members of our
existing workforce. For this purpose, we provide
employees with training and career advancement
opportunities that are impartial and not dependent
on how they were hired, and systems of evaluation
and employment conditions aligned with individual
abilities and performance. Moreover, we actively
promote the re-employment of former employees who
resigned owing to childbirth, parenting, nursing care,

As part of this hiring process, we make sure to
conduct in-store training in advance for several days
and take measures to minimize mismatches between
persons with disabilities and the stores as much as
possible. In addition, as one of the measures to help
strengthen our follow-up system, we have provided
all employees with disabilities who work at our stores
with smartphones that allow us to keep track of their
working status and to make daily reports, thereby
helping ensure that changes to their working status
are more easily noticed.

Our efforts to develop an environment that
empowers persons with disabilities to participate
actively in the workplace were recognized in
September 2019 when we received a Bureau of
Industrial and Labor Affairs Chief's Award in the
Tokyo Metropolitan Government’s Excellent Company
Awards for Employment of Persons with Disabilities.

We will continue to create a comfortable working
environment to promote the employment of persons
with disabilities and the creation of opportunities for
their vocational autonomy and social participation.

At monthly meetings, the persons in charge of
promoting the employment of persons with disabilities
at SUNDRUG and SUNDRUG Dream Works gather
to report on changes in the employment rate and the
status of new hires, as well as to share issues and
consider measures to support the retention in the
workplace of persons with disabilities.

As a result of the above activities to promote
the employment of persons with disabilities, the
employment rate for persons with disabilities stands
at 2.97% for the Group as a whole, far exceeding the
statutory employment rate.

and other life events, and the re-hiring of returnees
who previously worked in the Group and subsequently
pursued careers elsewhere.

In addition, in order to promote the employment
of senior citizens, the Company performs reviews of
store work assignments to hire senior citizens primarily
in roles such as stocking shelves early in the morning
before store openings.

Mid-career recruitment ratio

SUNDRUG CO, LTD. 31.2%  16.7%  27.5%
ggir';fodrgt'i’ohnarmaw 25.0%  15.6%  28.6%
pundrugPlusCo. 5109 15.4%  66.6%
CORPORATION 74.0%  61.3%  46.2%

*In accordance with the Act on Comprehensively Advancing Labor
Measures, and Stabilizing the Employment of Workers, and Enriching
Workers’ Vocational Lives
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Health and safety of employees

The Company promotes health management activities to help maintain a workplace environment in which

employees can work in good physical and mental health.

Declaration on Health

© Naturally, our employees are a precious asset

Material i
and key driving force for our Company. areriameues

Initiatives on

Values and strategies environment Initiatives on society Governance Management data

Health initiatives for employees

Workplace management to safeguard the personal
health of diverse workers is an increasingly important
priority in corporate management. We believe that
rather than leaving the maintenance and promotion
of health solely up to individual employees, their
families, and health insurance associations, pursuing
proactive involvement at the company level can help
invigorate our organization and thereby raise the
competitiveness of SUNDRUG Group employees,
ultimately contributing to the achievement of
sustainable growth. As stated in the Declaration

Based on these four measures, we are aiming to
be a vibrant company where employees can work
in good health over the long-term by ensuring that
they are physically and mentally healthy. Recently,
we participated in the Certified Health & Productivity
Management Outstanding Organizations Recognition
Program, and were recognized as a Certified
Health & Productivity Management Outstanding
Organization 2023 (large enterprise category).”

4 2023

© “Good health” is the foundation for employees © Preventing severe illness , on Health, SUNDRUG considers it important — = = 3
both while at work and in order to lead long lives We have adopted a thoroughgoing approach to that, in order to promote health and productivity ”7-\ @{?ﬁ S 1§E/£A
after retirement. the management of health examination results, management, we implement measures to prevent ~ Health and productivity

One of the most important ingredients for a rich life is and are bolstering programs to encourage severe illness, improve employee health literacy, Other detailed initiatives

“good health.” employees to undergo examinations to prevent and reform working styles and will implement these © Measures to prevent severe illness

By maintaining good mental and physical health
as individuals, employees also contribute to better
health and greater fulfillment for their families and guidance.

the onset of severe iliness and raise the
proportion of employees receiving specific health

customers. ©® Promotion of mental health

We believe that our ongoing health promotion
activities will steadily make a positive impact on the

We are strengthening education programs

wellbeing of numerous people right across the globe. essential to the maintenance of mental and
Lifestyle habits developed in one’s 20s and 30s are physical health, and promoting the use of

measures in a planned and strategic manner.
Specifically...

©® Measures to prevent severe illness and
mental health issues in collaboration with
professionals

©® Analysis of issues highlighted in the results of
health examinations and measures to improve
on these

© Improvement in rate of employees undergoing
health examinations

© Cancer screening subsidization system

© Subsidization system for influenza vaccination

© External counseling service for healthcare

©® Mental health education

© Improvement of implementation rate of specific
health guidance

© Follow-up measures for after undergoing health
examinations

external counseling service, etc.

©® Diverse measures for work style reform

We are working actively on measures such as
rectifying excessive work hours, and securing
adequate intervals between work shifts, and
conducting surveys and analyses of employee

said to affect mental and physical health outcomes
in one’s 40s and beyond. Because the average
age of employees of our Company is relatively low,
we believe that the first step is to raise our own
awareness of health-related matters.

We are raising health consciousness and

© Education to improve health literacy necessary
for employees to maintain good health
©® Work style reform to improve work-life balance

@ Initiatives to support a better balance between
work and illness
© Reduction of work-related accidents

]

vigorously advancing health management initiatives

in order to promote better mental and physical health motivation.

among our employees.

Workers

Companies implementing
health and productivity
management

Safety and trust of employees
and job applicants

Financial institutions
and investors

Confidence and appreciation by
financial institutions and investors

Consumer
Preference for merchandise

and services

Appreciation by
local governments

Execution systems

Within our offices, specially appointed members

from each department, led by the Human Resource
Division and other occupational healthcare staff, work
together to resolve issues related to the prevention of
severe illnesses and to implement work style reforms.

With regard to education to improve health literacy,
the Company is engaged in initiatives to enhance
opportunities for employees to receive training
on improving their health in collaboration with
educational development division.

Outside our offices, the Company has developed
an occupational healthcare system in cooperation
with health insurance associations and industrial
healthcare staff, including public health nurses and
industrial physicians, and regularly holds meetings
to get a better understanding of current healthcare
issues, to consider measures for improvement,
to verify the effects of measures, and to improve

existing measures. Through such initiatives,
the Company is working to promote health and
productivity management.

At monthly meetings of the Safety and Health
Committee and the Compliance and Risk
Management Committee, etc., the President
and Director, who is the chief officer in charge of
health and productivity management promotion,
as well as members of top management, including
officers, and appointed union members, confirm
the progress of such initiatives through regular
reporting, including on the optimization of working
hours, ensuring intervals between work shifts,
measures toward mental health, reports of work-
related accidents, consideration of measures to
prevent their recurrence, and measures for medical
leave. In addition, measures to help make further
improvements are discussed at each meeting.

Board of Directors

ESG Promotion Committee

Chief Officer in Charge of Health and Productivity Management Promotion (President)

Safety and Health Committee
Cooperation

Industrial physician

ESG promotion members

Educational development

Public health nurses [ \ Person responsible for health and productivity management
4—J Appointed members from each department

Business partners

Trust from our business
partners

External counseling service professionals
(public health nurses, clinical psychologists, etc.)

Labor unions
Staff at Company offices

Professional staff outside Health insurance association

Company offices

Health insurance staff
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Through the promotion of diversity,
we aim to develop an environment in
which a diverse range of personnel
can fully demonstrate their
capabilities.

The SUNDRUG Group has identified the establishment
of a satisfying working environment as a material
management issue (materiality). Through a roundtable
discussion between Toshihiko Asami, General
Manager of the Human Resource Division, and three
female managers, we will report on the status of efforts
to promote diversity and the active participation of
women on the front lines.

Creation of an environment where taking

childcare leave is commonplace for both men

",
Toshihiko Asami Hitomi Miyazawa
and women

General Manager, Human Senior Supervisor, Planning Ai ShOji
Resource Division Section, Beauty Division Supervisor,

Asami With stores all across the nation, the Company

regularly generates a certain amount of net sales and
has a considerable number of employees. Therefore,
the Company is committed to diversity as a social
responsibility. We work to secure human resources
with diverse attributes, sensitivities, abilities,
values, and experiences, and strive to promote the
maximum utilization of each individual’s capabilities.
We believe that providing a place where a diverse
range of people can play an active role will lead to
our acquisition of superior human resources, as well
as changes in employees’ behavior and awareness,
which in turn will lead to work style reform.

One of our initiatives in diversity is to promote
the active participation of women. The majority of
the Company’s customers are women. Therefore,
we expect that an increase in the number of female
executives and management-level employees will
lead to sales promotion planning and the provision
of services that reflect the unique perspectives and
ideas of women.
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Section Manager, Training
Section, Beauty Division
I

One of the features of the system that supports
flexible work styles at the Company is that childcare
benefits are longer than the periods set by the Act on
Childcare and Caregiver Leave in Japan. Employees
can take childcare leave up until their child turns the
age of three, and the shorter working hours system
for childcare can be utilized up until the time of their
child’s graduation from elementary school.

Yasuike When | gave birth in 2007, the Company'’s
system still followed the periods stipulated by the
law, and when | returned from the one-year childcare
leave, | could only utilize the shorter working

hours system until the day before my child entered
elementary school. After-school daycare services are
available for children up to the age of 10, but at that
age, it was still difficult for my child to stay at home
alone, and | was always very worried. Thankfully, the
Human Resource Division was quick to implement
system reforms, and | was extremely relieved when
the periods for utilizing childcare leave and the
shorter working hours system were extended.
Asami Currently, 100% of female employees who
are eligible for childcare leave take it, and almost

all of them utilize the shorter working hours system
after returning to work. Furthermore, in line with

the promotion of self-medication in recent years,

the number of women who wish to work in the
self-medication field has increased, resulting in an
increase in the number of female employees we
recruit. The childcare leave and shorter working
hours system of the Company have been praised as
one of the mechanisms that make it easier for women
to continue working at the Company.

Yasuike After having served in various positions
including as a sales manager at a store, | joined the
Sales Training Section. After my maternity leave, |
returned to the same department. Many of my seniors
working in the department were also mothers who
had experienced childbirth and childcare, so it felt
like taking childcare leave and returning to work
afterward were just ordinary occurrences. Since |

i 7 S eI R i
Maki Yasuike g ales Division

returned to the same department, | did not have much
difficulty in catching up with the duties. Nonetheless,
for those who return to work, there is a return-to-work
follow-up system that includes re-learning. Therefore,
| think that the follow-up prior to an employee’s return
is solid so that employees can return to work with a
peace of mind.

Miyazawa In my case, | worked as a lecturer at

the Educational Development Division until | took
childcare leave in 2012. When | consulted with my
superior about my concerns over how to balance my
working hours and childcare, | took the advice of the
Human Resource Division and returned to work at
the Beauty Division. Beauty Division is responsible
for counseling about cosmetics and for sales floor
management at the stores as Beauty Advisors (BA).
After | joined the Company, | was in charge of store
operations, so | knew about a BA’'s work. Nonetheless,
when | returned to work, | worked in the stores again,
as a BA this time, in order to gain knowledge about
cosmetics, before | returned to the headquarters

as the person in charge of the Beauty Division. By
acquiring detailed know-how regarding cosmetics,

| believe that | was not merely transferred to another
department to facilitate my childcare efforts but was
also given the opportunity to advance my future
career.

In addition, | have reduced my commuting to less
than an hour as | now work closer to my house. Even
among women who utilize the shorter working hours
system, | think there are many who feel that there
is not enough working time for things like research.
By working at a place close to my house, | can
experience less of such feelings of frustration.
Asami Regarding commuting time, from the
perspective of making it easier for all employees,
including women, to work, we try to ensure all
commuting time from home is within an hour in
principle, which is feasible since our stores have
now expanded nationwide. For employees who
utilize the shorter working hours system, we try to

.
i .

assign them to stores that are closer to their homes.
Even for employees like Ms. Miyazawa who work
at the headquarters, an assignment is made after
considering the length of their commuting time. This
is possible as we have offices in major cities across
Japan that have headquarters functions and also
serve as training centers.
Miyazawa The Human Resource Division even
asked me about what time | would pick up my child
from kindergarten, and | was surprised that they
were taking so many factors into consideration when
deciding which store to assign me to. Soon after | got
back to work, my child was down with a fever, and |
had to take about ten days off. | was really grateful
that my coworkers at the store, whom | was causing
trouble to, did not blame me but instead gave me
words of concern.
Shoji | am a supervisor, which is a managerial
position at a store, and | plan to take maternity
leave from July 2023. There are many men in my
department, and in the Company, there are many
male store managers who take childcare leave, and
it is normal for supervisors to ask each other for help
and arrange for personnel to cover their duties. It
feels natural for both men and women to take leave
for childbirth.
Asami As areference, the percentage of male
employees who take childcare leave is approximately
90%. We have been promoting the utilization of
paternity leave for a long time. After we received
Platinum Kurumin certification for being a “company
that offers strong support for parenting,” in-house
awareness-raising activities progressed further, and
the paternity leave utilization rate has increased.
Shoji Although it is still some time away, | am going
to be the first female employee to return to her current
position in the Sales Division after taking childcare
leave. In this unprecedented situation, my superiors
have kindly worked for the benefit of my career, which
makes it so easy for me to work. Going forward, | will
continue to give my best in the Sales Division.

In addition, there have been some revisions to
the regulations which makes it easier for employees
to seek their career paths. In the past, there was a
regulation that only those in the National category,
which comes with the possibility of a job transfer
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nationwide, could become a section manager or
higher, and | had trouble making a career plan that
could match my life stages. The regulations were
revised three years ago, making it possible even for
those in the Local Employees category, which does
not involve transfers, to aim for section manager or
higher positions. Upon getting married, | switched

to the Local Employees category. | believe that this
revision has created a system that makes it easier for
women who want to advance their careers to do so.
As a result, the number of female store managers has,
in fact, increased.

Asami The Company’s ratio of female managers, as
defined by the Ministry of Health, Labour and Welfare,
was 18.8% (as of March 31, 2023), which is higher
than the retail industry average of 7.0%. Managers

of the Company are defined as those in the positions
of section managers and above, supervisors who
oversee multiple stores, and training leaders. The
three employees participating in this discussion are
all managers. The high ratio of female managers

is partly due to the fact that a large proportion of
pharmacists are women. However, recently, there has
indeed been an increase in the number of women who
have moved to the position of a supervisor or a higher
store operation position, such as Ms. Shoji.

Yasuike | think that the Company has established a
system that makes it easy for employees to continue
working for a long time while raising children.
However, | myself have simply returned to work in a
division where there are many women. In my opinion,
we can only truly say that a culture of women’s active
participation has been established when there are
more people like Ms. Shoji, who is trying to advance
her career in the Sales Division while raising a child.
On the other hand, some people prefer to work in their
neighborhood and focus on providing good customer
service. A job-hunting student once asked me, “Do
you have to be a woman who aggressively works to
advance her career?” However, embracing diversity
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means allowing for a variety of work styles, whether
people want to put their families first, or wish to climb
the career ladder. Personally, | have a daughter who
is currently a high school student, and after leaving
the shorter working hours system four years ago, |

am now working full-time. From now on, | would like to
help create a working environment that can provide
even more diverse options to my juniors at the
Company.

Asami There are people who want to continue
working at stores and people who want to work in
various jobs at the headquarters, regardless of
whether they are men or women. Once a year, all
employees have a feedback interview with their
superiors, and the Human Resource Division reviews
each employee’s aspiration, evaluates their suitability
to a job, and considers the possibility of a transfer.
For example, pharmacists have options beyond
working at a drugstore that sell over-the-counter
drugs or working at a dispensing pharmacy. Some
pharmacists belong to the Beauty Division or the
Product Development Division. In fact, | am also a
pharmacist, but I am currently working in the Human
Resource Division. In this way, the Company actively
conducts job rotation while assessing the individual’s
wishes and their suitability for the job.

Yasuike In addition to full-time employees, there are,
for instance, people who work part-time in the Beauty
Division all over the country, but there are also people
who become full-time employees to work only at a
certain store. Some have become full-time employees
only at stores close to their homes, while others

have taken the opportunity to become supervisors
responsible for the management of multiple stores
after they became full-time employees.

Asami The Company employs a system in which
there are promotion tests for part-time employees as
well, with the three levels of elementary, intermediate,
and advanced. When a part-timer passes a test,

the contents of their work and their hourly wage will
change. Furthermore, there is a system for appointing
outstanding personnel as full-time employees,
through a letter of recommendation from the stores.
Also, as Ms. Yasuike mentioned, it is possible to
become a full-time employee of just one particular
store.

Miyazawa Of course, we do not force people to

be appointed as full-time employees just because
they are capable, but | believe that there are many
opportunities at the Company for each stage of life,
such as when one is trying to work in a different way
after their childcare responsibilities are no longer that
heavy.

Asami Also, as an initiative to create a better working
environment, the Company is also focusing on

health and productivity management. In 2022, the
Group was named a Certified Health & Productivity
Management Outstanding Organization. Most
recently, the Company set up an external consultation
service to provide advice regarding the health of
employees and their families, and childcare.

Initiatives on

Values and strategies environment Initiatives on society Governance Management data

Yasuike | feel that mental health is very important
for health management. | often get asked by

store administrators for advice on how to resolve
interpersonal conflicts. There are some things that
are hard to bring up to other people in the Company.
However, it might be easier to say those things to

an external consultant, and to ask for advice. In the
future, | hope the system can be developed further,
so that there will be easier ways to ask for advice
besides asking it over the phone.

Shoji | can answer the work-related concerns of
my subordinates, but it is difficult to get involved
when they are facing a mental issue. | think it is very
reassuring to have an external consultation service.
Miyazawa |, too, recently asked my immediate
superior for advice about a family issue. In my case,
| feel safe as | believe that my boss will always be
kind and supportive. But, to be honest, | have heard
of cases where people quit due to problems with their
boss, so | think that the consultation service can be
useful for such cases too.

Asami As | concurrently serve as the General
Manager of the Human Resource Division and the
Chairperson of the Anti-harassment Committee, |
receive many requests for consultations and reports
regarding harassment. When | examine the details
of these reports, | find that most of the cases are
usually due to a simple miscommunication, and the
situation could be resolved by the superior and the
subordinate calmly talking it out trying to understand
each other. As the number of female employees
increases, and as a foundation for the future increase
of women not only in managerial positions but also
in senior management positions, we are working
with the Personnel Development Office to prepare a
communication skills training course for managers,
which includes an understanding of physical
conditions unique to women.

Meanwhile, the Company'’s store operations are
characterized by a two lines per store system. Each
store always has a supervisor who assumes the store
operation position, and a training leader who provides
training on dispensing operations, counseling and
sales. There are many cases where staff who assume
store operation positions consult with training leaders
on matters that are difficult to bring up to their
immediate supervisors, and cases where pharmacists
consult with the supervisors. | think that the two
lines per store system is one of the foundations for
maintaining a culture of openness in the organization,
where the relationship between superiors and
subordinates does not become too inflexible.
Yasuike It has been more than 25 years since |
started working for the Company, and | believe that |
owe this long tenure to the people around me. There
should not be hit or miss in workplace environment.
Depending on the characteristics of a department, it
may be relatively easy or difficult for that department
to accommodate female employees. However, as
the number of female employees increases, | believe
we should make efforts to ensure that both men and

women can work on equal terms, and | will start by
endeavoring to improve the working environment in
my own department.

Miyazawa |, too, could not have worked for more
than 20 years without the help of those around me.

| think that the Company has a system in place that
enables those who want to work for a long time to do
so. At the same time, it has a corporate culture that
encourages those who want to work hard to take on
challenges. On the other hand, | do not think that the
topic of diverse work styles has to be an issue limited
to women. | believe there are also men who need
shorter working hours due to the nursing care needs
or health problems of their family members. | expect
the Company to continue developing systems that
respond to the diverse needs of all employees.
Shoji | will soon be taking maternity leave and
childcare leave, and | would like to take advantage
of the systems that the Company has in place to take
a good rest when | need to. Also, | will continue to do
my job to the best of my ability in the Sales Division,
and | hope that this will lead to new work styles and
more career options for my juniors in the future.
Asami One of the features of the Company is its
culture of “openness.” Going forward, | hope that
we can continue to engage in a frank exchange

of opinions, and that the Company’s working
environment will continue to evolve, in line with the
times, into more comfortable one for a diverse range
of personnel.

* Please refer to page 33 for details on the systems promoting diverse
work styles, implemented in line with the promotion of diversity.
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Quality of customer service

The Company is working to improve the quality of its service to each customer by putting in place systems,
education, and frameworks that will enable us to provide products that stakeholders can trust and use safely.

Basic policy

Under our management philosophy of realizing “healthy, rich lives,” in order to contribute to the creation of
“good cheer and fun in daily life,” we believe that it is important to always be listening to our customers and to
operate stores rooted in local communities. Accordingly, the Company is working to develop systems, to provide
education and training, and to enhance support systems, focusing on the following three important themes:

I Improvement of customer service quality at stores Utilization of customer feedback [EJ Safety of medication

As a retailer, we provide clean and organized store environment in which it is easy for customers to find and
purchase products. Our aim is to continually enrich the content of our stores in line with the expectations of our

customers.

Improvement of customer service quality at stores

Reliable support system

Support at the checkout

+ Pharmaceutical
register alert
system

+ Pharmaceutical

sales control

system

Search system
Customers can search by themselves (multi-tablet)

+ Medication consultation &
health foods

4 - Kampo-based body
constitution checkup; by
symptoms

+ Back-order

( )

Counseling and
customer service

.y

+Basic and Intermediate Seminar
Curricula
« Professional Development Seminar
- Customer Service Procedure

Training

- - « Qualified Personnel Training
~Basic Customer Service Training
- ! « Pharmaceutical Response

Confirmation Test
- Administrative Operations Manual

Qualified personnel Customer
(Phar cl

Listening to customers’ concerns (symptoms);
responding to their needs; checking
symptoms, finding out the cause of the
medical complaint; choosing a medication;
offering curing method; requesting that the
\_customer return to the store, etc. )

lerk)

I - Customer Service Support Tools
e » *Sales Promotion and New
Product Information

F ¥ - Health-related TV Program
“ | [Information

ESG Committee: Education and systems for the safe use of pharmaceuticals

Education/ SR

Basic and Intermediate Seminar Curricula

Acquisition of knowledge and counseling skills relating to pathology and the selecting of
therapeutic drugs

Professional Development Seminar

Development of experts in the fields of Kampo medicine, nutrition, nursing care, and beauty
care

Basic Customer Service Training

Acquisition of basic behavior (greetings, manners) and knowledge of customer service

Education  Customer Service Training
system

Learning how to talk with customers and take appropriate action (referrals, recommendations to
consult with a doctor, giving advice).

Qualified Personnel Training

Learning how to respond to customers who need information; how to respond in accordance
with laws and regulations; and how to prevent customers from purchasing excessive amounts
of specific components of medications

Pharmaceutical Response Confirmation Test

Retaining and reviewing knowledge base, and sharing case studies

Administrative Operations Manual

Understanding and implementing procedures relating to the sales system in accordance with
laws and regulations

Medication Consultation Hotline

Responding to consultations and inquiries that are difficult for store staff to answer.
Pharmacists at the Company headquarters respond to inquiries from stores across Japan

Customer Service Support Tools

Tools, information, and search tools to be used when answering customer inquiries are stored
on dedicated tablets so that responses can be made in a timely fashion.

Lo Sales Promotion and New Product
System liferEia Share the latest health information, medical knowledge, and product knowledge
Collecting information related to programs provided on TV (regarding health, law or products)
Health-related TV Program Information ~ in a timely manner and then utilizing that knowledge when deciding what products to put on the
shelves and in conversations with customers at the store.
i ; : Identifying customers who need information, assisting in counseling, and preventing purchase
SRueFl)lggl? Pharmaceutical register alert system of excessive amounts of specific components of medications
system Pharmaceutical sales control system Control of pharmaceutical sales in the absence of qualified personnel
A : A system to enable the customer to choose the most appropriate medicine by themselves; Used
S h Medication Consultation System (CSS) for consultations in which the customer desires some privacy
ezirc Kampo-based body constitution checkup; Checking body constitution based on Kampo theory and proposing medications in accordance
sysiem by symptoms with the symptoms. Also providing advice relating to daily life
Back-order Customers choose products by themselves. Ordering items that are not in stock at the store.
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Utilization of customer feedback

The Company has established a Customer Service
Office to offer safety, reliance, and convenience for
customers. In addition, we collect customer feedback
through inquiries made to stores and through social
media, including Twitter and Instagram, and are
striving to improve store operations and systems to
ensure customer satisfaction.

Customer Feedback
(Fiscal 2022)

Approx.

2.900....

Customer Feedback Flowchart

Customer feedback
(Phone, email, social media, etc.)

J J

Contact at headquarters Stores

I |
N

Responsible department

|
v N

Contacting customer

Medication safety

We are working to prevent dispensing errors based on the fact that such errors have a serious impact on patients’
health and the premise that they are caused by inadequate explanations by pharmacists and errors in terms of

guidance.

As part of initiatives to prevent dispensing errors, we have introduced a unique “Barcode Dispensing Error
Prevention System,” and a “Camera Monitoring Guidance System,” the only one of its kind in the industry, to
prevent dispensing errors caused by false assumptions. The Dispensing Division is working to create these

systems to prevent dispensing errors.

Barcode Dispensing Error Prevention System
When prescription details are entered into a computer
terminal, it outputs a barcode, which is then checked
against the same barcode-controlled medication to
prevent human error, such as mistakenly taking the
wrong medication due to false assumptions. We have
also made our own customizations to further increase
safety when providing patients with their medication.

Camera Monitoring Guidance System

From prescription checks to dispensing monitoring and
advice on medication instruction, senior supervisors

of pharmacists dedicated to dispensing and
headquarters dispensing managers provide in-depth
guidance to on-site pharmacists via high-performance
television cameras installed in the dispensing facilities.
Normally, other pharmacists perform checks in stores,
but with the development and introduction of this
system, we have established a system in which multiple
pharmacists perform checks in any given situation.

Camera monitoring (at the store) ~ Camera monitoring
(at the headquarters)

Education

After joining the Company, pharmacists undergo
monthly basic training through classroom-based
lectures whereby they can then further deepen

the knowledge and skills they have learned in the
classroom at stores and acquire basic dispensing
skills. Pharmacists build up their skills in stages as they
acquire ever more advanced dispensing skills.
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Business Partners

The Group is working to realize a sustainable society through the strengthening of fair, transparent,
and appropriate transactions and partnerships with business partners that work in cooperation with the

SUNDRUG Group’s businesses.

Basic policy

At SUNDRUG, where “Benefits for all” forms a key
part of our management stance, we recognize those
parties we do business with as important business
partners of the Group.

In this era of rapid change, there are a variety of
issues facing our society that no one company can
resolve on their own. For this reason, the Group
recognizes the importance of fair transactions with its

business partners and in response has, in conjunction
with its business partners, established the “Code of
Conduct for Business Partners” (see page 61) and
issued the “Declaration of Partnership Building.”

In order to contribute to the realization of a
sustainable society across the entire supply chain,
we are committed to building relationships based on
co-existence and co-prosperity.

Declaration of Partnership Building

The SUNDRUG Group has endorsed the aims of the
“Declaration of Partnership Building.”

The “Declaration of Partnership Building” aims
to strengthen partnerships with business partners
who share the supply chain and declares to build,
in the name of the company representative, new
relationships of co-existence and co-prosperity with
the aim of achieving a “virtuous cycle between growth
and distribution.”

Through the “Declaration of Partnership Building,”
we aim to respect each other’s values, resolve
common issues, and realize a better society.

The Company’s declaration specifies the following
items:

Individual ltems

We will engage in sincere efforts to tackle a

range of issues, including those related to the
environment, energy, and logistics.

We respect each other’s existence and values and
believe that aiming for coexistence and co-prosperity
will ultimately help lead to the realization of a
sustainable society.

(Other) optional entries

We endorsed the aims of the “white logistics”
campaign and have announced a “declaration of
voluntary actions.”

We continue to address a variety of logistics issues,
share our expertise with our business partners, and
strive to optimize supply chains.

Details of the Declaration of Partnership Building

“Declaration of Partnership Building” Portal Site
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White logistics

Basic policy
The issue of the working environment (long working
hours) has been highlighted as a contributing cause
to the situation of the aging population of truck
drivers and the decrease in new drivers. The time
required for performing tasks other than driving, such
as unloading cargo and long standby periods on site,
have been cited as factors in this.

If progress is not made in improving the working
environment for truck drivers, the shortage of drivers
will further accelerate, and we may be forced into

SUNDRUG Group’s white logistics initiatives

a situation in which goods do not arrive and stores
cannot be opened.

As part of efforts to improve this situation, a revision
of the laws related to overtime work is scheduled to
be implemented in 2024, with white logistics being
one of the initiatives to improve overtime work.

The Group does not consider these initiatives for
white logistics to end with the revision of the laws in
2024, and our policy is to continue to promote a range of
improvements toward improving the efficiency of logistics
throughout the entire supply chain going forward.

We will implement initiatives in 16 areas recommended by the Ministry of Land, Infrastructure, Transport and

Tourism.

We will continue to implement these initiatives in the areas in which the goals have already been achieved, and

plan to pursue further improvements on our own.

Consignor

Instructions_on
improvement requests

= |mMprovement:reports

/

f\

%.

+Securing delivery space
*Requests for things to be arranged orderly, etc.

nB Request for.cooperation for

improvement ;@I‘C ;

Improvementsreportsmsmp

Distribution

Stores - Warehouse organizing - : center
- Layout changes, etc. Confirmation reports

By taking part in the white logistics initiative promoted by the Ministry of Land, Infrastructure, Transport and Tourism to help
address the shortage of truck drivers, we will help ensure stability in terms of logistics functions necessary for the lives of
Japanese citizens and industrial activities and contribute to the further growth of the Japanese economy.

Progress in store delivery
warehouse improvement

*as of July 2022

‘ Improvement achievement rate: J(J() o, o' 2chievedin 81 outof 61

( [l Cargo delivered in loose boxes

https://www.biz-partnership.jp/

Reporting Desk for Business Partners

‘ The Company has established a reporting desk for its business
partners to address the following issues:

Violation of compliance regulations, coercion of money, goods, wining and dining, etc.
Abuse of dominant bargaining position, violation of the Act against Delay in Payment of O]z 40
Subcontract Proceeds, etc. to Subcontractors, harassment, violation of human rights, etc. 1

>4 helpline@sundrug.cojp [P
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The Group is working to strengthen and promote initiatives relating to, among other things, education on
respecting the human rights of all stakeholders, including employees.

The Group aims to create good cheer and fun in daily life,
envisaging a future in which all people can lead healthy,
rich lives. We believe that respect for human rights is a
precondition for business activity, and that contributing
to the creation of a society that respects human rights

is a key element in our future vision of healthy, rich lives
through our business activities. SUNDRUG Group has
established this SUNDRUG Group Human Rights Policy

The Group understands that all business activities
have the potential to impact human rights, either
directly or indirectly. We believe that one of our key
responsibilities as a business operator is to uphold
international norms of human rights such as the UN
Guiding Principles on Business and Human Rights,
cultivate deeper understanding of human rights
problems, and conduct ourselves appropriately.

The Group applies this Policy to all officers and
employees of the Group, including part-time,
contract, and temporary hire employees. Moreover,
the Group requires its suppliers to understand

and comply with this Policy and expects business
partners to support it.

The Group builds human rights due diligence
systems, identifies negative impacts on human
rights related to the Group’s business, and pursues
initiatives for the prevention and alleviation of these
impacts.

In the event that the Group’s activities are found to
have caused or exacerbated any negative impact on
human rights, we endeavor to institute appropriate

The Group appreciates that respecting human rights
is an extremely important social responsibility in
business activities. We are working to ensure that

all customers, business partners, employees, and
all others involved in SUNDRUG Group’s business
activities conduct themselves responsibly to avoid
causing any negative impact on human rights or
being indirectly associated with such impact. To do
SO, wWe pursue awareness-raising and educational
activities under the Human Rights Policy, Group
Code of Conduct, and Code of Conduct for Business
Partners.
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(hereinafter referred to as “this Policy”) consistent with
the United Nations’ Guiding Principles on Business and
Human Rights, and will advance our activities toward
respect for human rights in accordance with this Policy.
This Policy complements the SUNDRUG Group Code
of Conduct, and under this Policy, the Group will make
concerted and united efforts to promote respect for
human rights.

and effective relief measures. Moreover, in the
event that the Group is connected with any negative
impact on human rights as a result of its business
relationships, we take steps toward correction or
mitigation.

The Group conducts appropriate education and
training programs for all its officers and employees,
including part-time, contract, and temporary hire
employees, to ensure that this Policy is incorporated

and implemented effectively in all business activities.

In the course of implementing this Policy, we make
use of the expert knowledge of independent external
organizations and engage in sincere dialogue and
consultation with stakeholders.

The Group discloses the status of progress on its
own initiatives toward respect for human rights via its
website and other channels appropriately.

The Group ensures the prevention of discrimination
and harassment, a friendly working environment,
achievement of work-life balance, respect for and
assurance of privacy.

Human rights are inherent rights to live one’s life
as a human should, and their scope and content
is broad-ranging. There are various types of
human rights problems that can occur in business
activities, ranging from sexual harassment, abuse
of power, and other forms of harassment in the
workplace, to discrimination and bias against
persons with disabilities, and labor accidents
resulting from long working hours, just to name a
few. In addition, as the SUNDRUG Group handles
pharmaceutical products, we potentially face specific
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human rights problems stemming from the risk of
mistakenly selling products that have an impact on
the health and lives of our customers. We see human
rights management as integral to corporate risk
management, and believe it is crucial to develop
systems for respecting human rights. In the Group,
issues involving human rights such as feedback and
complaints arising from inadequate consideration for
customers, in-house harassment, and labor accidents
are addressed by sharing information at monthly
meetings of the Compliance and Risk Management
Committee and Safety and Health Committee with

the involvement of all departments, and instituting
necessary countermeasures through the responsible
departments. In the event of a serious incident, we
notify related departments and individuals via the
company intranet, and report to the Board of Directors.

The Group is working continually to ensure respect for
diversity, elimination of all kinds of discrimination on
the basis of race, nationality, sex, age, disability, and
other attributes, prevention of harassment (including
abuse of power, sexual harassment, harassment on
the basis of maternity or caregiver duties, and other
forms of victimization), promotion of gender equality,
and enhancement of working environments and
systems. We are taking pre-emptive steps to avert the
occurrence of problems, through awareness-raising
activities for employees including dissemination of the
Compliance Guidebook and Harassment Prevention
Guidelines, display of harassment prevention posters,
internal email alerts, human rights training for different
seniority levels, and e-learning programs.

Moreover, for staff in charge of employee
recruitment and appointment in the Human Resource
Division and store managers responsible for
recruiting part-time workers, we have introduced an
employment manual to ensure that appointments
are made fairly and without reference to attributes
such as race, sex, age, and gender identity. In
marketing and promotional activities, we take care
not to cause misunderstandings or misperceptions
through the use of expressions that may exacerbate
discrimination or human rights infringements, or
those that may defame or denigrate other people.

As the SUNDRUG Group is involved in the sale of
pharmaceutical and cosmetic products, there is a risk
of mistakenly selling products that have an impact on
the health and lives of our customers. We recognize
this as one of the Group’s major risks in the areas of
sustainability and human rights. Our number one
focus in order to mitigate this risk is human resource
development: training employees involved in dispensing
prescription pharmaceuticals and selling over-the-
counter (OTC) pharmaceuticals and cosmetics to
become professionals within their respective fields of
work. They need to use their pharmaceutical and product
knowledge, communication skills, and other attributes
to the full when consulting with patients and customers
and determining the appropriate use of pharmaceutical
and cosmetic products. We have designed education
and training curricula that are finely tuned to the career
outlooks and proficiencies of each individual employee.
At the same time, on the basis that humans inevitably
make mistakes now and then, we have adopted
systematic, automated risk mitigation strategies in the
form of a Barcode Dispensing Error Prevention System
and Camera Monitoring Guidance System for dispensary
staff, and a Quantity Limit System* in the sale of OTC
pharmaceuticals and cosmetics. Employee education
is an investment that protects the health and lives of

customers and reduces human rights risks, at the same
time as lessening sustainability risks and raising the
Group’s capacity for continued growth. We will work to
make further enhancements to the educational curricula
into the future.

* Quantity Limit System: A system that triggers an alert at the checkout
if the volume of OTC pharmaceuticals purchased exceeds a specified
level

In our drugstore business, we handle sensitive
information such as customers’ medication history
and pharmaceutical purchase history. We situate
proper administration and protection of personal
information as a key issue in management and
business, and an obligation to be discharged by
officers and all employees as part of our social
responsibility. With a view to safeguarding customers’
privacy and the security of personal information, the
SUNDRUG Group has established a Basic Policy on
the Protection of Personal Information, along with
measures such as access restrictions and access
logs to ensure that personal information stored in our
systems can only be obtained by those who require
it in order to perform their work duties. Through
measures such as these, we aim to manage our
organization so that every employee upholds the Act
on the Protection of Personal Information and other
related statutory provisions and internal rules, and
performs their work appropriately while protecting
personal information.

We are pursuing human rights awareness-raising
activities and developing internal regulations and
guidelines in areas such as respect for diversity,
prohibition of all forms of discrimination on the basis
of attributes such as race, nationality, sex, age,

and disability, and prevention of harassments. In
addition, we have established dedicated in-house
contact points in accordance with the Whistleblower
Protection Act, and are working to ensure proper
receipt of reports relating not only to sexual
harassment but also all other forms of workplace
harassment, early detection of problems, and their
swift resolution. We also engage in ongoing and
periodical consultations with labor unions, in order to
tackle a broad range of issues through collaboration
between labor and management.

As we are in distribution business, where operating
hours are long, we have a responsibility to manage
employees’ work hours properly and appropriately.
We use mechanisms such as attendance systems,
PC logs, security records of store entry and exit, and
POS transaction records to monitor working hours
and avoid having employees working long hours,
thereby protecting workplace safety and health.

We have also been able to reduce monthly average
overtime hours using the Monthly Flexible Working
Hours System, which was introduced with the aim of
helping employees achieve a better balance between
work and home life.

The Group does not manufacture any of the products
it sells in-house: even those products that are sold as
SUNDRUG original brands are manufactured for us
by business partners. For this reason, we consider
itimportant to work together with our business
partners to prevent human rights infringements in the
supply chain. We discharge our social responsibility
by strengthening structures for collaboration with
business partners and a range of other stakeholders
and putting respect for human rights into practice,
guided by the Human Rights Policy and the Group
Code of Conduct.
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Contributing to society Coexistence with local communities

Based on a desire to prioritize the health of local residents, the Group regularly runs health-related events
and other such events. We also committed to communicating with our stakeholders through initiatives
closely tied to local communities.

In order to help create a better society, the SUNDRUG Group is working together with its stakeholders on
a variety of initiatives, including the holding of seminars at child welfare facilities and providing support to
disaster-affected areas.

Health-related events (results of external activities in
local communities during fiscal 2022)

Initiatives for people who have difficulty shopping

Support for child welfare facilities and disaster-affected areas Contribution to society through the SUNDRUG Foundation
The Group contributes to the creation of “healthy, rich Participation in drone delivery experiments
We issue points based on the value of customers’ The Group has established the SUNDRUG Foundation lives” by hosting health-related events such as Health/ The increase in the number of people with shopping
purchases and make donations to socially beneficial as its social engagement arm to pursue activities such Beauty Measurement and Consultation Sessions and difficulties (i.e. those who struggle to perform daily
activities in accordance with the number of points as support for victims of disasters and contribution to Health Promotion Workshops. In cooperation with shopping for everyday necessities, pharmaceuticals,
accumulated. This enables customers to contribute to local communities. municipalities and community general support centers, food, etlc.) is becoming more serious, and th(_e Group
Lo : etc., we host Health Measurement and Consultation recognizes it as one of the social issues that it should
the community simply by shopping. Sessions as well as Health Promotion Workshops. We help address.
utilize the advanced counseling skills and specialized We have participated in the Tokyo Metropolitan
knowledge that we have developed through our Government's pilot test of using drones for making
operations at our stores and pharmacies toward efforts individual deliveries. Through our participation in this
Customers can participate in social contribution activities by accumulating points! to help improve the health of local residents and to help pilot test, we are contributing to the core SDG theme

of “leave no one behind,” and working to promote
sustainable management.

As part of our corporate philosophy, we continue to
work toward the realization of “healthy, rich lives” and
engage in activities that meet the expectations of local
communities.

create a good cheer and fun in dalily life.

Pre-Disease Awareness Booth at Nenrinpick
Kanagawa 2022 (through registration with
Kanagawa Prefecture Health Support Program)
At this event, we provided stress checks, brain age
measurements, medication consultations, and body
constitution checks.

A set amount of money will be donated
based on the amount of points awarded

Points awarded for We donate to socially
making purchases beneficial activities in

accordance with the number Outline of pilot test
of points accumulated Events (from April 2022 to March 2023) [ Number of participants ® Area: Mitake region, Ome, Tokyo

Health measurement sessions 1,908 Products shipped from 153 Ome-Shinmachi Store

. - ® Transported goods: 80 items; Due to weight restrictions,
Health-related Iectureg (with some health measurements) 120 maximum of 2 items per order
Number of sessions: 29 Total 2,028 © Order method: Online or by telephone

Customers use their loyalty
cards for purchases

Recent initiatives

Fund-raising in response to the humanitarian crisis in Ukraine

The Group has contributed funds at the Embassy of Ukraine in Japan toward relief efforts in response to the Tree planting activities

humanitarian crisis in Ukraine.

Emergency funding for the Turkey-Syria Earthquake
The Group has made a donation to the Embassy of Turkey in Japan to provide emergency funding in
response to the earthquake in Turkey and Syria.

Support for children’s vaccinations

With the help of Shineikasei corporation, we sold PET bottle caps and disused collapsible containers used
by the Group for use as recyclable materials, and donated the proceeds to the Japan Committee, Vaccines
for the World’s Children, an approved specified nonprofit corporation.

We are also engaged in cooperative efforts to help deliver vaccines to children in developing countries.

Hosting of seminars at child welfare facilities to help foster self-reliance
We hosted seminars for children residing in child welfare facilities on how to apply self-medication when
they are not feeling well, such as actions to be taken and how to take medicine properly.
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Creation of SUNDRUG Forest

We plant seedlings of mountain cherry trees,
mountain maple trees, and chestnut trees in Kofu City,
Yamanashi Prefecture, for the purpose of conserving
forests in Japan, promoting CO2 reduction, and
raising social contribution and environmental
awareness of employees through participation in
volunteer activities.

Camellia planting event

We have been holding a camellia planting event for
the “TSUBAKI Beautify Camellia Island Campaign” in
Goto City, Nagasaki Prefecture since 2011. In 2022,
we planted camellia seedlings with the mayor of Goto
City and volunteers from Goto City.
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Corporate governance

Dialogue between officers

External Director

Naoki

Chairman and Director

Amid a rapidly changing market environment,
we will enhance governance functions and continue to evolve.

The SUNDRUG Group is working to strengthen corporate governance as part of its efforts to promote
sustainability management. Chairman and Director Naoki Tada and External Director Tomoko Tsuji will

discuss recent initiatives and future issues.

Initiatives in diversity to maintain
“on-site capabilities”

Tada One of my responsibilities as Chairman and
Director is to strengthen corporate governance. In
the highly uncertain environment of recent years,
demands and expectations from stakeholders are
getting higher and higher. In particular, from an ESG
perspective, we recognize the need for us to respond
by truly integrating the formulation of medium - to
long-term management strategies with defensive
governance, risk management, and compliance.

In the case of the SUNDRUG Group, in terms of the
so-called “offensive” aspect, we take pride in how
we have achieved a certain level of results in our
development of systems and value chains. We are
also working to develop strategies and systems in
the sustainability field. Above all, we recognize the
reduction of CO2 emissions toward the realization of
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decarbonized society as our most important initiative.
We have steadily promoted measures such as the
introduction of solar power generation, the installation
of high-efficiency, fluorocarbon-free refrigeration and
freezing cases, and utilization of LED lighting at our
stores. Consequently, we have decided to raise our
previous numerical target of a 30% reduction from
2013 level in 2030, to a 50% reduction.

When [ first assumed the position of External
Director in June 2020, | had the impression that this
was a company with a family-like atmosphere, where
the former Chairman was the head of the family, and
all the officers and employees would swiftly implement
decisions made by top management. Since the
retirement of the former Chairman, SUNDRUG has
evolved significantly, driven by President Sadakata’s
drive for reform, along with social trends such as
the revision of the Corporate Governance Code and
management focusing on ESG perspectives.

In particular, in recent years, | have been impressed
by management’s strong emphasis on ensuring
the creation of a comfortable working environment.
Based on my personal experience of concurrently
serving at a restaurant company, | believe that in
order to increase customer satisfaction and enhance
corporate value, it is essential to maintain “on-site
capabilities”—that is, to have employees continue to
work comfortably.
Tada Thatis exactly right. The second key initiative
in the sustainability field that | mentioned earlier
is the realization of consideration for employees’
health and the working environment, as well as
fair and appropriate treatment. Drugstores are a
labor-intensive industry, and in view of the decline
in the working population of society as a whole, it is
certainly an important theme to have store employees
work healthily and comfortably. In the fiscal year
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ended March 31, 2023, the Group was designated
as a Certified Health & Productivity Management
Outstanding Organization. Using this as our starting
line, we are currently preparing for the implementation
of the PDCA cycle. We also began considering the
establishment of a personnel evaluation system aimed
at realizing fair and appropriate treatment.

| believe that a personnel system should be
satisfactory not only to those who take maternity leave
and childcare leave, but also to all employees who
devote themselves to their work. That should be a
major prerequisite. In terms of diversity, at SUNDRUG,
the ratio of female managers is 18.8% (as of March 31,
2023), which is higher than the retail industry average
of 7.0%. Does this mean that the ratio is relatively high
in the front line like stores?
Tada The SUNDRUG Group defines managerial
positions as those at the level of section manager
and above.*' The employees at our stores are
either in operation positions or sales positions, and
pharmacists account for 90 percent of sales positions.
At universities, the pharmaceutics faculty generally
has a high proportion of women, and as interest in
self-medication has increased, the number of female
applicants to the Company has increased significantly.
At present, women account for more than 60% of
new employees. In addition, the Company has widely
introduced systems that make it easier for women to
work after they join the Company,*? such as allowing
changes in employee classifications after marriage,
including whether job relocations are possible or
not, and | believe that these factors contribute to the
high ratio of female managers. On the other hand, we
cannot deny the fact that many of our store managers
and supervisors are still male employees. While we
educate these store managers and supervisors to
improve their ability to communicate with female
employees, and to deepen their understanding of
women’s health issues, we also aim to increase the
ratio of store administrators, who are one step away
from a managerial position, to 30%. When the ESG
Committee was established, Ms. Tsuji pointed out
the necessity of having female committee members,
and | thank her for always checking the initiatives of
the Company from the perspective of diversity and
pointing out potential issues.

*

: Level of section manager and above: Section managers and above,
as well as supervisors who oversee multiple stores, and training
leaders

: For details of the systems, please refer to “Diversity & inclusion” on
pages 33-34.

*
N

Work style reforms for men are essential to the
promotion of women’s active participation in society.
At SUNDRUG, the percentage of male employees who
took childcare leave was 90% (in the fiscal year ended
March 31, 2023), far exceeding the national average
of 14.0%. What was your secret in achieving this high
percentage?

Tada The SUNDRUG Group has been encouraging
male employees to take paternity leave since long
before the establishment of post-childbirth paternity
leave (childcare leave at birth) in October 2020

in Japan. At first, store administrators and the like

in the Group were hesitant about taking paternity
leave, but as a result of steady efforts to increase
awareness of the system among those eligible to
take paternity leave and their superiors, it seems that
the mindset of “it is normal for men to take paternity
leave” has successfully taken hold. Also, we have
displayed on our business cards the “Platinum
Kurumin” mark, which represents the Ministry of
Health, Labour and Welfare’s recognition of us as a
company that offers strong support for parenting.

In addition, we conducted educational activities for
department heads at management meetings and
other opportunities. These efforts have also led to an
increase in the paternity leave utilization rate.

Deepening discussions as we look to the future
of SUNDRUG

In order to further develop the functions of the
Board of Directors, in addition to making decisions
on proposals related to management issues at hand,
| feel that discussions on medium- to long-term
management issues will also lead to the evolution
of SUNDRUG. For instance, | feel that SUNDRUG's
unique research and analysis capabilities in relation
to store openings are an excellent form of know-how.
Itis also true that scale expansion is a basic strategy
in the retail industry, but at some point, | believe that
there may be an inflection point where the correlation
between the number of store openings and profit
margin changes. Going forward, | believe we should
deepen discussions on long-term store strategies,
?nd on the points of differentiation of SUNDRUG in the
uture.
Tada As you have rightly pointed out, the promotion
of digitalization is one of the measures we will need
to take in order to survive amidst the saturation of
stores across the drugstore industry. Accordingly, we
have developed a system that enables customers
to purchase SUNDRUG products both at stores and
via e-commerce sites. Another measure is to work
closely with local governments and comprehensive
community support centers. Currently, health
measurement sessions and consultation meetings
are being held in various regions, and we are making
efforts to turn SUNDRUG stores into a regional base
for health in an aging society.

| also feel that the possibilities for drugstores
have broadened following the COVID-19 pandemic.
| believe that drugstores can reduce the burden
on local medical institutions, as well as take on the
challenge of developing new devices and services
by accumulating big data on health and collaborating
with healthcare manufacturers.

Going forward, | would also like to see SUNDRUG
engage in projects that envision the future, such as
the commercialization of services that meet future
social needs developed through open innovation
and in cooperation with external parties. | am also
hopeful that SUNDRUG will go beyond the provision
of goods and services and evolve into a form of social
infrastructure. Finally, | would be fulfilling my duties as
an External Director with a high level of awareness of
my responsibilities.

Tada Including the points that you have raised, we
recognize that we will need to make various risk
assessments from a strategic perspective going
forward. In addition to the business format strategy,
we recognize that climate change-related risks,
human capital, the DX strategy, and system risks
are all important governance issues that should

be monitored by the Board of Directors. In order to
receive precise advice from External Directors based
on their expertise and to deepen our discussions,
we will narrow down several key topics and share
information on them and continue to ponder on the
ideal state of the Board of Directors.
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Corporate governance

List of officers

Hiroshi Sadakata

President and
Representative Director

March 1989 Joined the Company
April 2001 Section Manager, Corporate Planning Office
January 2003 Deputy Manager, the Second Sales Division
April 2004 Manager, the Second Sales Division
April 2005 Executive Officer and Manager of the Second Sales Division
June 2008 Director and Manager of the Second Sales Division
December 2009 Director

December 2009 Vice President and Representative Director, DIREX
CORPORATION

June 2014 President and Representative Director, DIREX CORPORATION
May 2019 President and Representative Director, the Company
May 2019 Director, DIREX CORPORATION

June 2020 Chairman and Representative Director, DIREX CORPORATION
(to present)

April 2022 President and Representative Director, the Company (to present)

Yoshimitsu Sakai

Director

November 1983 Joined the Company
April 1998 Section Manager, Sales Division
April 2001 Deputy Manager, Store Development Division
April 2005 Executive Officer and Manager, Store Development Division
June 2010 Director and Manager, Store Development Division
March 2019 Executive Officer and Manager, Store Development Division
June 2022 Director and Manager, Store Development Division

July 2022 Director and General Manager, Store Development Division
(to present)

Nobuhiko Sugiura

External Director

April 1989 ﬂoineddThe Hongkong and Shanghai Banking Corporation
imite

August 2001 Research Officer at Financial Research and Training Center of
Policy and Legal Division, Planning and Coordination Bureau,
Financial Services Agency
March 2004 Completed the Doctorate Course, Civil Legislation Major at
the Graduate School of Law of the Chuo University (Doctor of
Jurisprudence)
April 2006 Senior Legal Advisor, JP Morgan Securities Japan Co., Ltd.
April 2008 Professor at the Chuo Graduate School of Strategic Management
(to present)
June 2014 External Director, the Company (to present)
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Naoki Tada

Chairman and Director

May 1990 Joined the Company
April 1995 Section Manager, Corporate Planning Office
September 2000 President and Representative Director, IRYUSHOJI CO., LTD.
March 2001 Retired from the Company
June 2001 Director (Non-Executive Director), the Company

June 2007 President and Representative Director, Forest Co., Ltd.
(currently Forest Mall Co., Ltd.)

June 2009 Chairman and Representative Director, Forest Co., Ltd.
April 2015 President and Representative Director, Forest Co., Ltd.

March 2019 Chairman and Representative Director, IRYUSHOJI CO., LTD.
(to present)

March 2019 Chairman and Representative Director, Forest Mall Co., Ltd.
(to present)

April 2019 Director and General Manager, Administrative Division, the
Company
April 2022 Chairman and Director (to present)

Takashi Tada

Director

April 1992 Joined Ito-Yokado Co., Ltd.
October 1996 Joined the Company

March 2001 Director (Non-Executive Director), IRYUSHOJI CO., LTD.
(to present)

April 2001 Section Manager, Information Section, Merchandise Division,
the Company

January 2003 Section Manager, Supplier Section, Merchandise Division
May 2005 Section Manager, Corporate Planning Office
December 2006 Retired from the Company
January 2007 Senior Managing Director, Yamaki SC Kaihatsu Co., Ltd.
(currently Forest Mall Co., Ltd.)
June 2009 President and Representative Director, Forest Co., Ltd.
(currently Forest Mall Co., Ltd.)
April 2014 President and Representative Director, C'sRetail Co., Ltd.
(currently C's One Co., Ltd.)
March 2017 Retired from the position of C'sRetail Co., Ltd.
June 2017 Director, the Company (to present)
June 2017 Vice President and Representative Director, DIREX
CORPORATION

May 2019 President and Representative Director, DIREX CORPORATION
(to present)
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Masato Matsumoto

External Director

April 1979 Joined The Nomura Securities Investment Trust Sales Co., Ltd.

September 2002 Executive Officer, Mitsubishi Securities Co., Ltd. (currently
Mitsubishi UFJ Securities Holdings Co., Ltd.)

May 2010 Managing Executive Officer, General Manager of Osaka Branch,
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.

June 2012 Senior Managing Director, Mitsubishi UFJ Morgan Stanley
Securities Co., Ltd.

June 2013 Executive Vice President, Mitsubishi UFJ Morgan Stanley
Securities Co., Ltd.

June 2015 Executive Vice President, Mitsubishi UFJ Morgan Stanley
Securities Co., Ltd., Managing Executive Officer, Mitsubishi UFJ
Financial Group, Inc.

June 2016 (C)hai[mdan and Representative Director, MUS Business Service
0., Ltd.

July 2017 Advisor, SBS Holdings, Inc.
June 2018 External Director, the Company (to present)
March 2019 Outside Audit & Supervisory Board Member, SBS Holdings, Inc.

March 2021 Qutside Director (Audit Committee Member), SBS Holdings, Inc.
(to present)

Kazutoshi Yamashita

External Full-time Corporate
Auditor

April 1983 Joined KOKUSAI Securities Co., Ltd. (currently Mitsubishi UFJ
Morgan Stanley Securities Co., Ltd.)
April 1997 General Manager of Hachioji Branch, KOKUSAI Securities Co, Ltd.
September 2002 General Manager of Hiroshima Branch, Mitsubishi Securities Co.,
Ltd. (currently Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.)
October 2005 Deputy General Manager of Institutional Marketing Second
Division, Nagoya Branch, Mitsubishi UFJ Securities Co., Ltd.
(currently Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.)
April 2010 General Manager of Kochi Branch, Mitsubishi UFJ Morgan
Stanley Securities Co., Ltd.
June 2014 Director and General Manager of Kobe Branch, Mitsubishi UFJ
Morgan Stanley Securities Co., Ltd.
June 2017 Full-time Corporate Auditor, MUS Business Service Co., Ltd.
June 2019 External Full-time Corporate Auditor, the Company (to present)

Kazuma Shinohara

External Corporate Auditor

October 1998 Registered as Certified Public Accountant
January 2001 Joined SHINSOH Audit & Co
April 2007 Partner, SHINSOH Audit & Co
June 2012 External Corporate Auditor, the Company (to present)
September 2021 Representative, Shinohara CPA Office (to present)

Tomoko Tsuji

External Director

April 1979 Joined Ajinomoto Co., Inc.

February 1987 Received a doctorate in Agriculture (former Laboratory of Applied
Microbial Chemistry, the University of Tokyo)

March 1988 Postdoctoral Fellow at The Rockefeller University
November 1988 Postdoctoral Fellow at the Pennsylvania State University
December 1989 Joined Sagami Chemical Research Institute

May 1999 Joined FANCL CORPORATION

April 2004 Executive Officer, Director of Central Research Institute, FANCL
CORPORATION

June 2007 Executive Director, General Manager of FANCL Research
Institute, FANCL CORPORATION

May 2008 Advisor, Nippon Suisan Kaisha, Ltd. (currently Nissui Corporation)

April 2009 General Manager of Human Life Science R&D Center, Nippon
Suisan Kaisha, Ltd.

May 2015 Executive Officer; General Manager of Ingredients Development
Department, Group Merchandising Division, YOSHINOYA
HOLDINGS CO., LTD. (to present)

June 2020 External Director, the Company (to present)

June 2022 Outside Member of the Board, FUJI OIL HOLDINGS INC. (to present)

Tetsuro Ozawa

External Corporate Auditor

April 1987 Admitted as a Member of Tokyo Bar Association

May 1993 Joined Oppenhoff & Rédler Law Office (Cologne, Germany)
June 1997 Completed Master Course of Laws of the University of Cologne
April 2002 Head, Ozawa General Law Office (to present)

June 2012 External Corporate Auditor, the Company (to present)

Kishiko Wada

External Corporate Auditor

April 1996 Joined Fuji Godo Law Office (to present)
July 2015 Qutside Director, Toshiba Plant Systems & Services Corporation

April 2016 Practicing Attorney Professor for Civil Advocacy at the Legal
Training and Research Institute of the Supreme Court

February 2020 Examiner for the Preliminary Bar Examination
(Code of Civil Procedure)

March 2021 External Corporate Auditor, L is B Corp. (to present)

April 2021 Vice-President, the Dai-ichi Tokyo Bar Association Executive
Director, Kanto Federation of Bar Associations

June 2022 External Corporate Auditor, the Company (to present)Outside
Director (Audit and Supervisory Committee Member), TAKAOKA
TOKO CO., LTD. (to present)
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Corporate governance

The SUNDRUG Group aims to improve its corporate value by striving to facilitate prompt decision-making
and more efficient management operations, while also making efforts to strengthen and enrich corporate
governance, which serves as the foundation for sustainable growth.

Basic approach

The SUNDRUG Group has a corporate philosophy, such
as “Provide safety, reliance and convenience,” and “Start
immediately from what we can do right at the moment, try
to illuminate even just one corner of the world, make best
decisions for all customers, employees, shareholders,
business partners, communities, society, and the global
environment, and always act with thoughtfulness,”
aiming to realize “healthy, rich lives” for the Japanese
people and contribute to “the creation of good cheer and
funin daily life.”

We are aware of our responsibilities for all
stakeholders, including shareholders, position

corporate governance, compliance, risk
management, etc. as important management
issues, establish a management system to make
fair, transparent, and conscientious decisions from
a medium- to long-term perspective, and disclose
management strategies and plans in a timely and
appropriate manner.

Furthermore, we adapt to changes in the
environment, continuously enhance the significance
of the SUNDRUG Group’s existence, and strive for
long-term, stable, and sustainable growth and higher
corporate value of the Group.

Corporate governance system

Appointment/Dismissal Appointment/Dismissal

Cooperation

Report

General Meetings of Shareholders

Cooperation/
Report

Accounting
Auditor

Corporate
Lawyers

Consultation

Advice/Coaching Audit

v

Instruction

Management

Appointment/Dismissal

Appointment/
Dismissal/Supervision

Report/
Supervision

Report

v

Group companies
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Board of Directors

The Board of Directors makes decisions on
management strategies, management plans, and
other important management matters related to
management in accordance with laws, regulations,
the Articles of Incorporation, and the Regulations
of the Board of Directors, with the aim of achieving
sustainable growth of the Company and improving
corporate value over the medium to long term.
In addition, the Board of Directors supervises
the overall management of the Company and its
subsidiaries and affiliates mainly by ascertaining the
status of the execution of duties by each Director, the
status of important operations at subsidiaries and
affiliates, and the operation status of internal control
systems such as compliance and risk management
at the Company and its subsidiaries and affiliates.
The Regulations for Approval Authority stipulated
by the Board of Directors clearly defines the authority
of the Board of Directors, the President, each
General Manager, each Department Manager, etc.,
and such information is disclosed to all employees.
The respective decision-making bodies and decision-
makers make decisions after deliberation with the
relevant Department Managers, etc., and execute
their operations.

Audit & Supervisory Board

The Audit & Supervisory Board consists of four
Corporate Auditors, including one Full-time External
Corporate Auditor and three External Corporate
Auditors. The Full-time External Corporate Auditor
attends the Board of Directors meetings, as well as
the Management Committee, Compliance and Risk
Management Committee, and other major meetings,
cooperates with the Accounting Auditor and the
Business Audit Office to audit the status of the
execution of duties by Directors and others from an
objective and neutral standpoint, and also works to
enhance the audit function through monthly meetings
of the Audit & Supervisory Board, as well as through
the sharing of information and exchange of opinions
with other Corporate Auditors as necessary.

Nomination and Compensation Advisory Committee

The Company is a company with an Audit &
Supervisory Board. The Board of Directors consists
of seven Directors, three of which are Independent
External Directors.

With respect to the nomination and compensation
of Directors, the Company has established a
voluntary Nomination and Compensation Advisory
Committee to obtain appropriate involvement and
advice, especially in light of the need to strengthen
independence, objectivity, and accountability. The
Nomination and Compensation Advisory Committee
consists of three External Directors and two Internal
Directors. The majority of the committee consists of
External Directors, which enhances independence,
objectivity, and transparency (including gender and
other diversity and skill perspectives).

The members of the Nomination and Compensation
Advisory Committee shall be appointed by a
resolution of the Board of Directors.

The Nomination and Compensation Advisory
Committee shall, in consultation with the Board of
Directors, deliberate and report to the Board of
Directors.

Diversity and structure of the Board of Directors

The Company’s Board of Directors consists of
Directors and Corporate Auditors (the number of
Directors is limited to ten and Corporate Auditors to
four as stipulated in the Articles of Incorporation). It
is composed of a small number of elite members to
ensure prompt and accurate information grasping
and full discussion and decision-making with the
participation of all Directors.

When appointing candidates for Directors, we
select Internal Directors who are familiar with the
Company’s business and have a high level of
professional knowledge, abundant experience, and
insight, and External Directors who have abundant
outside experience and a high level of professional
knowledge, such as management experience at
other companies and graduate school professors
(Doctor of Jurisprudence), and who can be expected
to perform supervisory and advisory functions.

The Board of Directors determines the candidates
after receiving the report of the Nomination and
Compensation Advisory Committee, taking into
consideration diversity and overall balance to ensure
the sustainable growth of the Company.

Evaluations of the effectiveness of the Board of Directors

The Company conducts an evaluation questionnaire
on the effectiveness of the Board of Directors for all
Directors and Corporate Auditors who attend the
meetings, based on their self-evaluations. Based
on the results of the questionnaire, the Board of
Directors exchanges opinions on the effectiveness
and works to make further improvements.

Evaluation method

All Directors and Corporate Auditors, including those
from outside the Company, were asked to complete
an evaluation with their names on the effectiveness of
the Board of Directors, based on the questionnaire on
the effectiveness of the Board of Directors prepared
by the secretariat, and to provide a self-assessment
as well to propose issues in a free column. Based

on the results of the questionnaire, we exchanged
opinions and deliberated on future measures to share
recognition of issues and improve the effectiveness
and functionality of the Board of Directors, and
evaluated the results.

Summary of the results of the analysis and evaluation
of the effectiveness of the Board of Directors
Meetings of the Board of Directors were deemed to
include free, vigorous, and constructive discussion
and exchanges of opinion, with the overall
effectiveness of the Board of Directors generally
evaluated as satisfactory.

However, with regard to the following points, we
recognized that there are issues and a room for
improvement.

Future response

® We will further enhance materials for meetings of
the Board of Directors and promote the sharing of
corporate information.

® The Board of Directors will conduct deeper
discussions on management issues and strategies
that will contribute to the improvement of the Group’s
corporate value over the medium- to long-term.

Based on the issues raised through this current
evaluation of the Board’s effectiveness and
recommendations, we will continue to make efforts
for further enhancement of the effectiveness of the
Board of Directors and its invigoration.
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About the skills matrix

The SUNDRUG Group has established items that for the management policies in the Group’s medium-
it deems important for the Board of Directors to term management strategy and the reforms that the
demonstrate appropriate supervisory functions Group is implementing toward this, based on the
toward the Group’s aim of realizing “healthy, expertise, knowledge, experience, and diversity
rich lives” for the people of Japan. (“corporate that the Directors have developed in their respective
management,” “industrial experience,” “global,” fields. The basic approach on nominations and the
“ESG,” “finance/accounting/M&A,” “risk composition of the Board of Directors are discussed
management/legal affairs”). Also, the Group appoints in relation to the external environment and the status
personnel who are able to utilize their capabilities of the Group.

Skills matrix

Current positions at | Corporate Industrial

Finance/ Risk management/

the Company management | experience Cleitzl Accounting/M&A|  Legal affairs
Hiroshi Sadakata President and Representative Director [ ] o [ ] [ J
Naoki Tada Chairman and Director () [ ] [ ] o o
Yoshimitsu Sakai  Director () [
Director Takashi Tada Director o o ([ [ J
Nobuhiko Sugiura  External Director [ ] [ ] o
Masato Matsumoto  External Director (] [ J ([ J
Tomoko Tsuji External Director o [ ) [ ] [ J
Kazutoshi Yamashita External Corporate Auditor [ ] [ ]
Corporate Tetsuro Ozawa External Corporate Auditor [ ] [ ] o (]
Auditor  Kazuma Shinohara  External Corporate Auditor [ ] o
Kishiko Wada External Corporate Auditor [ ] ([ ]

Reasons for appointment of External Directors and Corporate Auditors/Attendance at Board Meetings

Reasons for appointment Attendance at Board Meetings

As an academician, Mr. Nobuhiko Sugiura is a member of the Financial Services Agency Advisory Council, and as a graduate
External Director school professor (Doctor of Jurisprudence), he has abundant knowledge of corporate management strategy and compliance.

: . We have determined that he is capable of supervising the Company’s management from an objective and neutral standpoint 100% (14/14)
Nobuhiko Sugiura  andthat there is no risk of a conflct of interest between him and general shareholders. Therefore, we have appointed him as an

External Director and designated him as an independent officer.

Mr. Masato Matsumoto has extensive experience in the management of financial and other institutions, and possesses a high
External Director level of insight and supervisory capability with respect to management. We have determined that he is capable of supervising the 92% (13/14)
Masato Matsumoto Company's management from an objective and neutral standpoint and that there is no risk of a conflict of interest between him and °

general shareholders. Therefore, we have appointed him as an External Director and designated him as an independent officer.

As aDoctor of Agriculture, Ms. Tomoko Tsuiji has experience and knowledge in strategic promotion management from multiple
External Director perspectives in the retail industry, including R&D. We have determined that she is capable of supervising the Company’s 100% (14/14)
Tomoko Tsuji management from an objective and neutral standpoint and that there is no risk of a conflict of interest between her and general °
shareholders. Therefore, we have appointed her as an External Director and designated her as an independent officer.

Mr. Kazutoshi Yamashita has considerable knowledge of and extensive insight into finance and accounting, having held various

positions at financial institutions, and he has served as a full-time corporate auditor and is well versed in corporate governance
External Corporate Auditor and auditing. We have determined that he has monitoring and auditing functions independent of the Company’s management, 100% (14/14)
Kazutoshi Yamashita that heis capable of auditing from an objective and neutral standpoint, and that there is no risk of a conflict of interest between °

him and general shareholders. Therefore, we have appointed him as an External Corporate Auditor and designated him as an

independent officer.

As a Lawyer, Mr. Tetsuro Ozawa has expertise and extensive experience in legal and other matters. We have determined that
External Corporate Auditor he has monitoring and auditing functions independent of the Company’s management, that he is capable of auditing from 100% (14/14)
Tetsuro Ozawa an objective and neutral standpoint, and that there is no risk of a conflict of interest between him and general shareholders. °

Therefore, we have appointed him as an External Corporate Auditor and designated him as an independent officer.

As a Certified Public Accountant, Mr. Kazuma Shinohara has expertise and extensive experience in accounting and other

External Corporate Auditor matters. We have determined that he has monitoring and auditing functions independent of the Company’s management, that

h he is capable of auditing from an objective and neutral standpoint, and that there is no risk of a conflict of interest between 100% (14/14)
Kazuma Shinohara  nimand general shareholders. Therefore, we have appointed him as an External Corporate Auditor and designated him as an
independent officer.
As aLawyer, Ms. Kishiko Wada has expertise and extensive experience in legal and other matters. We have determined that
External Corporate Auditor she has monitoring and auditing functions independent of the Company’s management, that she is capable of auditing from 100% (10/10)
Kishiko Wada an objective and neutral standpoint, and that there is no risk of a conflict of interest between her and general shareholders. °

Therefore, we have appointed her as an External Corporate Auditor and designated her as an independent officer.
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Officer compensation system

Matters concerning policy for determining total amount of
compensation for Directors and Corporate Auditors and
compensation, etc. for individual Directors and Corporate Auditors
The compensation system for Internal Directors consists of
fixed compensation based on their position in the Company,
and variable compensation in the form of bonuses as an
incentive linked to business performance and achievement
rates of individual goals as well as restrictive stock
compensation aimed toward improvement of business
performance over the medium to long term. In addition,
External Directors and Corporate Auditors receive only fixed
compensation.

Regarding compensation for officers, etc., the
compensation for Directors is determined by the Board of
Directors and that for Corporate Auditors is determined
by the Audit & Supervisory Board within the limit of
compensation approved by resolution of the General
Meeting of Shareholders in accordance with internal
regulations, after gaining advice and reports based on the
results of deliberations by the voluntary Nomination and
Compensation Advisory Committee consisting of all External
Directors (3 persons), the President and Representative
Director, and the Chairman and Director.

The Nomination and Compensation Advisory Committee met
twice during the fiscal year under review, and its themes included
a proposal for officer compensation (including bonuses for
Internal Directors), a proposal for the design of the compensation
system, and a proposal for the selection of candidates for
Directors and Corporate Auditors, and the committee reported the
results of its review to the Board of Directors.

Because the total amount of compensation for Directors
and the amount of compensation for each individual Director
were determined through the above procedures, the Board
of Directors believes that the content of these decisions is in
line with the decision-making policy.

The ratio of fixed compensation, variable bonuses, and
stock options is in the range of (73.6-27.8) : (21.0-68.6) :

References

(8.7-7.6), although the ratio of each type varies depending
on performance and achievement of evaluation items.

Matters related to fixed compensation and
performance-linked compensation, etc.
The fixed compensation for Internal Directors is determined
in accordance with the Officer Compensation Regulations
and is commensurate with each position as compensation
for management delegation.

Bonuses are paid to Directors as performance-linked
compensation, etc. in order to further enhance motivation
and morale of Directors to improve business performance,
thereby ensuring a sustained improvement in corporate value.
The method is to determine the total amount of base Director
bonuses based on the payment standards stipulated in the
Officer Compensation Regulations in accordance with the ratio
of the increase in consolidated ordinary profit to consolidated
net sales for each fiscal year, etc., and then to proportionally
distribute the total amount to each Director according to their
position. The amount is increased or decreased according
to the performance evaluation and qualitative evaluation
of each individual Director, and the payment amount is
determined based on the advice and report of the voluntary
Nomination and Compensation Advisory Committee consisting
of all External Directors (3 persons), the President and
Representative Director, and the Chairman and Director.

Details of non-monetary compensation

The Company has introduced a restricted stock compensation
plan to Directors in order to enhance their value sharing with
shareholders through shareholdings, thereby continuously
improving the Company'’s corporate value.

The maximum amount of annual compensation under this
plan shall be no more than 100 million yen and no more than
25,000 shares.

The allocation to each eligible Director shall be
determined upon a resolution of the Board of Directors within
the scope approved at the General Meeting of Shareholders.

Total amount of Total amount of compensation, etc. by type (million yen) N s

Officer category compensation, etc. | Fixed compensation
(million yen) ’ ;
30

Variable compensation officers

6

Internal Directors 156 120

External Director 18 18 — — 3
Internal Corporate Auditors — — — — —
External Corporate Auditor 15 15 — — 3

(Notes) 1. The amount of compensation, etc. paid to Internal Directors does not include employee salaries for Directors who concurrently serve as employees.
2. The Company'’s officers receive compensation, etc. only from the Company and not from any of its consolidated subsidiaries.

Policy on strategic shareholdings

The Company makes a distinction between
investment shares held for pure investment purposes
and investment shares held for purposes other
than pure investment (strategic shareholdings),
and acquires and holds such shares as strategic
shareholdings when the Company judges that
such shares will contribute to medium- to long-term
enhancement of corporate value, such as building,
maintaining, and strengthening relationships with
business partners and business alliances.

The Company’s policy is to reduce its current
strategic shareholdings, which are not cross-
shareholdings, as appropriate, taking into
consideration stock prices and market trends.

With regard to strategic shareholdings, the Board
of Directors regularly reviews the rationality and
necessity of continued holdings from a medium to

long-term perspective for each individual issue, in
comparison with the cost of capital, every year to
determine whether or not to retain the shares.

The rationale for holding the shares is examined
with respect to the acquisition process, the nature
of the business relationship, the current and future
strategic significance and risk of the holding, the
comparison with the cost of capital, and other items.

Number of issues and balance sheet amount

Number of |Total amount on the balance
issues sheet (million yen)

Unlisted stocks 2 1
Stocks other than unlisted stocks 5 134
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Bribery

Basic policy on bribery

In order to comply with laws and regulations for the
prevention of bribery, the SUNDRUG Group has
established regulations applicable to the Group
companies and enforces them strictly.

® Prohibition of acts deemed to be bribes to public
officers, etc.
The Group shall not provide or receive any money,
goods, or any other unfair advantage, or promise,
demand, or propose the same, or approve the same
to a public officer or any other person equivalent
thereto (hereinafter referred to as a “Public Officer”)
for the purpose of influencing the execution or
determination of matters related to public affairs in
order to obtain an undue advantage.

@ Prohibition of bribery to persons other than Public
Officers
The Group shall not provide or receive any money,
goods, or any other unfair advantage, or promise,
demand, or propose the same, or approve the
same for the purpose of influencing the execution
or determination of matters related to the recipient’s
duties in order to obtain an undue advantage.

® Prevention of bribery

The Group shall not provide or receive any money,
goods, or any other unfair advantage, or promise,
demand, or propose the same, or approve the

same for the purpose of improperly influencing the
management and business decisions, or the carrying
out of duties of the SUNDRUG Group.

® Definition of terms

“Bribery” refers to the provision or receipt of money,
goods, or any other unfair advantage, or the promise,
demand, or proposal therefor, or the approval
therefor, for the purpose of influencing the execution
or determination of recipient’s duties in order to
obtain an undue advantage, or for eliciting any other
unjust actions.

“Public Officer” refers to any Japan-based public
officer, foreign public officer, international public
organization, political party, or employee thereof, a
candidate for public office, or any other person who
may be deemed to be a public officer. This shall also
include their family members (spouses, children,
dependents, etc.)

Tax affairs

Basic policy on tax affairs

The SUNDRUG Group has formulated a policy on
tax affairs that applies to the Company and its Group
companies.

In accordance with the “Group Code of Conduct,”
which has been established to ensure compliance
management based on a high level of corporate
ethics, the SUNDRUG Group shall comply with all
related laws and regulations, etc., regarding tax
affairs. Itis the Group’s social responsibility to ensure
the proper payment of all taxes due, which the Group
recognizes will result in earning the support and trust
of all its stakeholders. In accordance with this policy,
we shall ensure the development and management
of business processes and procedures related to the
tax affairs and realize proper governance relating to
taxation laws.

® Compliance with laws and regulations

Through the filing of tax returns and paying of taxes
in an appropriate and timely manner in accordance
with international tax rules and tax-related laws and
regulations, the SUNDRUG Group fulfills its corporate
social responsibility. The Group’s basic policy is to
contribute to the development of local communities
through the appropriate payment of taxes. The Group
does not conduct tax planning for the purpose of tax
avoidance.

® Ensuring governance for tax affairs

The SUNDRUG Group is working to improve its
employees’ knowledge regarding tax affairs through
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training and education. Through appropriate and
lawful tax processing based on internal rules, we
strive to raise employees’ awareness of matters
pertaining to tax compliance and to maintain our
governance system for tax affairs.

® Management of taxation risk

The SUNDRUG Group views taxation risk as an
important risk and is working to minimize its taxation
risk on an ongoing basis by taking appropriate
measures in response to tax reforms, etc. In
accordance with the SUNDRUG Group’s basic
policies and guidelines, each Group company
properly executes its tax-related practices, including
the filing, payment and investigation of its taxes. The
Group fully examines taxation risks in its business
activities in advance, and works to mitigate any such
risks by, if necessary, obtaining prior confirmation
from the administrative authorities and by seeking
advice and guidance from experts.

@ Building a relationship of trust with tax authorities
The SUNDRUG Group strives to maintain a fair
relationship with tax authorities, to provide timely
and appropriate information in response to inquiries
from them, and to cooperate with them in good faith
as part of efforts to ensure transparency regarding
tax affairs and to build a relationship of trust. In the
event that a difference of opinion arises between
the Group and the tax authorities, the Group works
in cooperation with the tax authorities to come to an
agreement and resolution.

Initiatives on
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Risk management

In order to address the various risks facing the Group in a timely and appropriate manner, we have

formulated a range of risk management systems and have put them into operation.

Preparing for and responding to risks

Concept of risk management
The SUNDRUG Group positions risk management
as an important management issue, and works to
identify risks hidden in business activities, such
as large-scale disasters and customer information
leaks, and strengthen our system to manage them.
The Group has established a system, in which, at
normal times, each department identifies risks it has
and works to mitigate them, and at an emergency,
a “task force” is formed as stipulated in the “Risk
Management Regulations,” and the Group as a
whole responds to the emergency. As for Corporate
Lawyers, the Group has concluded advisory
contracts with four law firms, and whenever we have
a legal issue related to management or operations,
we consult with and get advice from them. The Group
thus strives to avoid and mitigate unforeseeable risks
as much as possible.

Major matters that are deemed to be business risks
of the SUNDRUG Group are as follows. (For details,
please refer to the Annual Securities Report.)

(D Risks related to businesses of managing
pharmacies and selling pharmaceuticals,
cosmetics, daily sundries, etc.

(@ Risks related to the financial position and
operating results

(3 Risks related to legal regulations

@ Risks related to litigation, etc.

(® Risks related to the business structure

For details,

please refer to
E the Annual Securities Report. [

https://www.sundrug.co.jp/ir/irdata/securities

Recognition of the importance of BCPs

After its experience of the Great East Japan
Earthquake—a disaster unexpected in its scale—
the SUNDRUG Group recognized the necessity of
establishing a Business Continuity Plan, an important
plan that must be prepared during normal times

in order to prepare for times of emergency, which
can often occur without warning. The Kumamoto
Earthquake refreshed in our mind the seriousness

of these issues, and we have continued to review
and revise the content of our BCP measures ever

since. In order to fulfill its role as part of the social
infrastructure, the SUNDRUG Group makes maximum
efforts to predict and prepare for disaster risk,
thereby minimizing damage. In addition, given that
the content of the SUNDRUG Group’s BCP may differ
from that in the BCPs of our logistics contractors,

the Group regularly holds meetings concerning BCP
measures in order to formulate effective BCPs based
around a common understanding.

Formulation of BCPs

Objectives of formulation

To formulate emergency response plans and actions
during normal times such that Group operations may
be restored and resumed within the necessary time.

Approach

@ |dentify the types of disaster that may be
predictable and look back on past cases of such
(examples of responses).

® Consider methods of “prevention,”
“countermeasure,” and “response” for different
scales™® of disaster.

@ |dentify what needs to be done “before,” “during,”
and “after a disaster.”

Formulation and updating

® Confirm whether “prevention” and
“countermeasures” have been implemented at
each Group site

® After a disaster ended, a disaster response
meeting must be held to share information across
all Group sites.

Implementing and reporting

® Implement regular drills in line with the Disaster
Response Manual

® Hold regular meetings concerning disaster
response with the participation of management and
managers

Planning for initiatives
Hold disaster response meetings six times per year

* Scale of disasters = (Large) earthquakes, pandemics; (Medium)
typhoons, snow accumulation; (Small) traffic accidents, system failures
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Improvements

® Complete revision of the disaster response manual
following the Kumamoto Earthquake in 2016

® Recognized the necessity of measures to
respond to medium-scale disasters during the
torrential rains that hit western Japan in 2018, and
reformulated measures in response

® Verified the effectiveness of measures to respond
to medium-scale disasters in response to the
torrential rains that hit southern Kyushu in 2020

® Benefits of measures seen in response to the
torrential rains that hit northern Kyushu in 2021

® Recognized the inadequacies of measures and
necessity of categorizing measures by type when
the heavy snow hit all over Japan in 2022

In this way, the SUNDRUG Group continuously
reviews its Business Continuity Plan and seeks

to strengthen its resilience and ability to adapt to
climate-related disasters and natural disasters. In
addition, as part of our corporate philosophy, we aim
for corporate management that can contribute to the
realization of “healthy, rich lives” and activities that
meet the expectations of local communities.

BCP-measure based initiatives

The Company formulates and updates its BCP with the aim of establishing a framework that will prevent a
disruption of its logistics operations throughout the supply chain as we move into a world in which climate

change increases the frequency of natural disasters.

SD Group BCP measures Contractors’ BCP measures

SD Group
Distribution Center
SUNDRUG
Distribution
Division

%E s

Core business

Contractors’
headquarters, etc.
I
DIREX

CORPORATION .

Logistics |Un|nterrupted supply|

Division m

Affected areas
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Compliance

The SUNDRUG Group believes that compliance acts as a support for the foundations underlying its
corporate activities and that it is essential in order to help avoid certain risks. Therefore, the Group is
strengthening its legal compliance system and implementing various measures relating to such.

Basic approach

In accordance with the SUNDRUG Group Code of
Conduct, the Group takes action toward realizing its
corporate philosophy, with compliance with laws and
regulations, social ethics, and internal regulations
serving as the basis of all corporate activities.

Establishment and operation of an internal reporting desk

The SUNDRUG Group has established a whistle-
blowing system that allows all officers, employees,
and all people working in the Group to directly report
and ask for resolution of compliance issues. The
hotlines are located not only inside the Company
but also outside the Company (lawyers). Regarding
the whistle-blowing system, internal regulations of
the Group strictly stipulate that confidentiality of
whistleblowers be protected and disadvantageous
treatment of whistleblowers be prohibited. In
addition, the Group has strengthened activities to
make the above hotlines broadly known in order to
raise awareness and understanding of them.

Compliance promotion system

Establishment and operation of the
Compliance and Risk Management Committee
In order to identify issues related to compliance and
risks and respond to them appropriately, the Group has
established the Compliance and Risk Management
Committee, which is chaired by the President and
consists of Directors and Department Managers. The
Committee is responsible for reporting compliance
cases related to business operations, formulating

Compliance structure

and instructing response policies, and establishing

the foundation of the compliance system (promotion
and education systems, promotion and audit plan
formulation, etc.). External Full-time Corporate Auditors
and the General Manager of the Business Audit Office
also participate in the Committee to share information
promptly and work in cooperation. Of the contents of
deliberations of the Compliance Committee, important
matters are reported at Board of Directors’ meetings.

Corporate Auditor
Report

Board of Directors

Policy/Response
Approval Report

'Disciplinary Committee |

Compliance and

Risk Management Committee
Chairperson = President

Participants = Directors + Division Heads

(1 Response to revisions of law

(2 Establishment of framework,
education system, and audit system

(3@ Measures against Incidents and
Accidents

Hotline

Receiving of
reports from

Consultation desk
(labor union)

Internal reporting
desk
(Legal Division)

External reporting

Report employees desk
and business | (external lawyers)
partners

Anti-harassment
Committee
(including human

Determination of
disciplinary action Report

rights)

Compliance education

The Group creates a Compliance Guidebook so

that employees can always refer to it for the latest
laws and regulations that are essential for those
engaged in a pharmacy and drugstore business or a
retail business, such as the Act on Pharmaceuticals
and Medical Devices, the Food Recycling Act,

and the Antimonopoly Act. In addition to laws and

Education (quantitative data on initiatives, employees and officers, frequency, number of participants, etc.)

regulations, the guidebook presents issues, including
the prohibition of harassment, insider trading, and
discrimination. The Group thus works to raise awareness
of compliance widely among employees (including
part-time employees). Furthermore, the Group gives

a compliance exam once every six months to confirm
and establish knowledge in line with constant revisions
to laws and regulations.
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Initiatives Description Target Frequency
Creation and Allows all Group employees to always check the laws and regulations that are essential for those engaged

dissemination

in the retail business, such as Act on Pharmaceuticals and Medical Devices, Act on the Protection of

Values and strategies

Initiatives on
environment

Initiatives on society

Governance

Management data

of Compliance Personal Information, and the Antimonopoly Act. The guidebook comprises “Purposes of the Laws and Allemployees -
Guidebook Regulations,” “Outline of Laws and Regulations,” “Initiatives,” and “Framework for the Company.”
Implementation of Continual education on one law or regulation per month is provided using the Compliance Guidebook Responsible Monthly

continual education and e-learning content.

persons or above

Preparation of various The Group has prepared manuals in which legal compliance is incorporated into store operations,

manuals incorporating  pharmaceutical sales procedures, cash register procedures, and other procedures, which are then used
laws and regulations as part of the education given in accordance with the curriculum for employees who have joined the

at a practical level Company.

All employees —

Consolidated Balance Sheets

For the fiscal year For the fiscal year
As of March 31, 2022  As of March 31, 2023

Consolidated financial statement

(Million yen)

For the fiscal year For the fiscal year

As of March 31, 2022

As of March 31, 2023

Implementation of
compliance check tests cases, etc.

The Group conducts tests that ask questions related to knowledge of laws and regulations, SDGs, past

Allemployees Twice a year

General knowledge
test

Tests are given to check employee’s knowledge of matters relating to their jobs using e-learning content.

Responsible

persons or above Twice a year

Code of Conduct for Business Partners

Code of Conduct for Business Partners

The SUNDRUG Group aims to create good cheer
and fun in daily life to realize healthy, rich lives for the
Japanese people, which is our corporate philosophy,
through drugstore, dispensing pharmacy, cosmetics
store, and variety store operations. To pursue this
philosophy, we believe it is essential to practice
responsible conduct and maintain the trust of all
stakeholders for being a corporate group that is well
equipped to discharge its responsibilities to society.
The SUNDRUG Group has established a Group Code
of Conduct to be observed in the course of work, as a
set of norms for an organization that regulates itself in
relation to society. Based on this approach, we have
also established a Code of Conduct for Business
Partners, in order to contribute to the realization of a
sustainable society across the entire supply chain.

Application of the Code of Conduct for Business

Partners

® \We ask our business partners to understand the
Code of Conduct for Business Partners (hereinafter
referred to as “the Code”) and pursue their activities
in accordance with it.

® \We ask our business partners to take steps to put
the Code into practice not only within their own
companies but also encompassing the suppliers that
they deal with.

® We ask our business partners to cooperate with
sharing information on adherence to the Code with
the SUNDRUG Group as necessary.

® \We ask our business partners to report to SUNDRUG
Group operating company with which they deal in
the event that they detect conduct in contravention of
the Code. In addition, we will take corrective action
promptly, and institute countermeasures to prevent
recurrence.

Information security and privacy

We are strengthening measures to ensure appropriate management of information and are promoting
initiatives such as education for all employees involved in business operations.

Assets

Current assets

Liabilities

Current liabilities

‘ Recognition of the importance

Information systems for helping realize more efficient
management operations have become indispensable.
However, the risks related to information security, such
as loss due to the suspension of information systems,
leakage of customer information, and ransomware,
may have an impact not only on the SUNDRUG Group
but also on our customers, business partners, and
shareholders.

Risk management relating to information security
is one of the important management issues for the
SUNDRUG Group. In particular, we believe that it is the
social responsibility of the SUNDRUG Group to protect
the information assets held by the Group, including
important information such as customers’ personal
data, from various threats, such as unauthorized
access and cyber attacks.
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‘ Future activities

® Sharing information on the latest threats

@ Implementation of inventories of the current status of
security measures, and request for assistance from
security vendors depending on the status

® Regular vulnerability assessments

® \We will promote various measures as needed,
including the provision of security education for
employees.

Cash and deposits 89,330 80,872
Accounts payable - trade 67,029 74,006
Accounts receivable - trade 19,108 22,224
Merchandise 72,415 82,700 Income taxes payable 5,199 8,249
Supplies 126 327 Contract liabilities 4,301 5,024
Accounts receivable - other 14,352 15,284
Other 19,514 25,968
Other 4,209 4,503
Total current liabilities 96,045 113,249
Allowance for doubtful accounts (4) (5)
Total current assets 199,537 205,907 Non-current liabilities
_ Provision for retirement benefits for
Non-current assets directors (and other officers) o 303
Property, plant and
equipment Retirement benefit liability 1,696 1,993
Buildings and structures 94,904 117,370 ;
Asset retirement
- obligations 5,300 6,156
Accumulated depreciation (39,947) (46,028)
Buildings and Other 2,133 2,641
structures, net 54,957 71,341
Total non-current
Land 7,639 7,757 liabilities 9,130 11,095
Other 51,304 Ik Total liabilities 105,175 124,344
Accumulated depreciation (36,046) (41,085)
Net assets
Other, net 15,257 21,149
Total property, plant Shareholders’ equity
and equipment 77,855 100,248
Intangible assets Capital 3,931 3,931
Goodwill 2 1,671 Capital surplus 7,430 7,430
Other 5,951 7,433
Retained earnings 215,145 230,658
Total intangible assets 5,954 9,104
Investments and other Treasury shares (3,939) (3,940)
assets
Investment securities 296 334 Total shareholders’ equity 222,567 238,080
Long-term loans
g 6,904 7,060 Accumulated other
receivable comprehensive income
Long-term loans receivable from 800 945
subsidiaries and associates Valuation difference on 56 82
available-for-sale securities
Deferred tax assets 6,435 7,182
Revaluation reserve for
Deferred tax assets for 856 796 land (1,940) (1,805)
land revaluation
Leasehold and Remeasurements of
guarantee deposits 25,207 26,825 defined benefit plans (120) (58)
Other 1,926 2,342 Total accumulated other
comprehensive income (2,003) (1,781)
Allowance for doubtful
(4) 75
accounts C Share acquisition rights 28 29
Total investments and
other assets 42,420 45411
Total net assets 220,592 236,328
Total non-current assets 126,230 154,764
Total liabilities and net
Total assets 325,768 360,672 assets 325,768 360,672
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Consolidated Statements of Income (Million yen) Consolidated Statements of Comprehensive Income (Million yen)
For the fiscal year For the fiscal year For the fiscal year For the fiscal year
ended March 31, 2022 ended March 31, 2023 ended March 31, 2022 ended March 31,2023
Net sales 648,734 690,462 Profit 23,853 25,703
Other comprehensive income
Cost of sales 492,228 518,516 . ) . .
Valuation difference on available-for-sale securities (2) 25
Gross profit 156,506 171,946 Revaluation reserve for land 308 134
Selling, general and administrative expenses Remeasurements of defm.ed k.>enef|t plans, net of tax (13) 61
Total other comprehensive income 292 221
Provision of allowance for doubtful accounts — 1 Comprehensive income 24,145 25,924
Provision for retirement benefits for directors (and other officers) — 7 Comprehensive income attributable to
Salaries, allowances and bonuses 46,514 49,681 Comprehens!ve llncome attrllbutable to owners of pgreqt 24,145 25,924
Comprehensive income attributable to non-controlling interests — =
Retirement benefit expenses 600 638
Rent expenses 27,578 29,590
Other 47,762 54,574 . -
: Consolidated Statements of Cash Flows (Million yen)
Total selling, general and administrative expenses 122,454 134,493
Operating profit 34,052 RiGae For the fiscal year For the fiscal year
Non-operating income ended March 31, 2022 ended March 31, 2023
Interest income 122 119 Cash flows from operating activities
Dividend income 6 6 Profit before income taxes 34,675 37,710
o Depreciation 10,209 12,068
Commission income 70 74 Impairment losses 110 542
Gain on receipt of donated non-current assets 301 254 Loss on tax purpose reduction entry of non-current assets 29 214
Increase (decrease) in retirement benefit liability 214 173
Other 192 270 Increase (decrease) in allowance for doubtful accounts (0) 3
Total non-operating income 693 725 Increase (decrease) in provision for point card certificates (3,914) —
. Increase (decrease) in contract liability 4,301 722
Non-operating expenses Interest and dividend income (129) (126)
Interest expenses 9 36 Interest expenses 9 36
o State subsidy (114) (451)
Provision of allowance for doubtful accounts — Penalty income o (5)
Other 0 Loss on retirement of non-current assets 143 121
N . Decrease (increase) in trade receivables (693) (2,679)
Total non-operating expenses 10 55 Decrease (increase) in inventories (34) (7,199)
Ordinary profit 34,734 38,134 Decrease (increase) in accounts receivable - other (1,256) (541)
Extraordinary income Increase (decrease) in trade payables 1,731 3,860
. Increase (decrease) in accrued expenses 34 697
Gain on sale of non-current assets 290 157 Increase (decrease) in long-term deposits received 10 66
Compensation income 51 25 Increase (decrease) in accrued consumption taxes (1,659) 95
) Other, net 972 1,732
State subsidy 114 451 Subtotal 44,640 47,042
Other 3 26 Interest and dividends received 10 10
- - Interest paid (0) (6)
Total extraordinary income 459 660 Income taxes paid (13,083) (10,123)
Extraordinary losses Subsidies received 114 451
c lati | 123 Other, net — 5
ancellation penalty - Net cash provided by (used in) operating activities 31,682 37,380
Loss on sale of non-current assets 58 13 Cash flows from investing activities
) Purchase of property, plant and equipment (18,825) (24,789)
Loss on retirement of non-current assets 143 108 Purchase of intangible assets (964) (1,324)
Loss on cancellation of rental contracts 147 47 Loan advances (1,248) (920)
. Proceeds from collection of loans receivable 60 93
I I 11 42
mpairment losses 0 5 Purchase of shares of subsidiaries resulting in change in scope of consolidation — (1,004)
Loss on tax purpose reduction entry of non-current assets 29 214 Payments of leasehold and guarantee deposits (1,177) (1,765)
Other o8 35 Proceeds from refund of leasehold and guarantee deposits 803 859
- Other, net 694 338
Total extraordinary losses 519 1,084 Net cash provided by (used in) investing activities (20,659) (28,512)
Profit before income taxes 34,675 37,710 Cash flows from financing activities
Repayments of short-term borrowings — (80)
Income taxes - current 10,738 12,988 Repayments of long-term borrowings — (7,191)
Income taxes - deferred 83 (980) Dividends paid (8,187) (10,053)

. Purchase of treasury shares (0) (0)
Total income taxes 10,821 12,007 Proceeds from exercise of employee share options 0 =
Profit 23,853 25,703 Net cash provided by (used in) financing activities (8,187) (17,326)
Profit attributable t B} trolling int t Net increase (decrease) in cash and cash equivalents 2,835 (8,458)

rofit attributable to non-controlling interests - — Cash and cash equivalents at beginning of period 86,495 89,330
Profit attributable to owners of parent 23,853 25,703 Cash and cash equivalents at end of period 89,330 80,872

63 SUNDRUG CO., LTD. Integrated Report 2023

SUNDRUG CO., LTD. Integrated Report 2023

64



Company information sotmacn s, 2022

Company
name

Headquarters
Established
Capital
Representative
Number of
employees
Business
sites

Number of
Group stores
Major
Subsidiaries
Description
of business

SUNDRUG CO., LTD.

1-38-1 Wakamatsucho, Fuchu, Tokyo 183-0005, Japan
April 1965

¥3,931.20 million

Hiroshi Sadakata, President and Representative Director

Non-consolidated: 7,233 persons/Consolidated: 15,083 persons (including part-timers, as of
March 31, 2023)

783 directly-managed stores/560 subsidiary stores/37 franchise and other stores/49 distribution
centers nationwide

Total 1,380 stores

Seikodo Pharmacy Corporation, Sundrug Plus Co., Ltd., DIREX CORPORATION, Daiya Inc.,
SUNDRUG Dream Works Co., Ltd.

Values and strategies

Initiatives on
environment

Initiatives on society

Governance

Management data

Stock information

Status of stock (as of March 31, 2023)

Number of shares authorized 536,000,000 shares
119,331,184 shares

Number of shares issued

Number of shareholders

(including treasury shares)

20,370

Ownership and distribution of shares

Securities companies

1.93%

Individuals
and others

10.98%

Foreign institutions
and individuals

29.29%

Drugstore chain operation

Dispensing pharmacy operation
Product provision and business guidance to franchise and voluntary chain stores, etc.

Main business sites (as of March 31, 2023) Hokkaido area
. . ) 8 8s|ores
®Hokkaido.area @®Koshinetsu area Shimane prefecture 5 stores
Hokkaido 88stores  Niigata prefecture 79stores  Okayama prefecture 18 stores ~
@®Tohoku.area Naganoprefecture  11stores  Hiroshima prefecture 20stores ~ Koshinetsu.area———— )
Aomoriprefecture  12stores  Yamanashi prefecture 32 stores  Yamaguchi prefecture 20 stores 1 2 2stores N
Akita prefecture 8stores @Tokaiarea @®Shikoku.area o N
) ) Kinki area
Iwate prefecture 8stores  Shizuokaprefecture  15stores  Tokushima prefecture 15 stores —~~
Miyagi prefecture 18 stores  Gifu prefecture 1store  Kagawaprefecture 19 stores 1 5 6stores Tohoku area
Yamaga.ta prefecture 9 stores Aiphi prefecture 71 stores Ehim? prefecture 46 stores Chugoku ar Y 7 2stores
Fukushima prefecture 17 stores  Mie prefecture 8stores  Kochi prefecture 24 stores
®Kanto area ®Kinki area ®Kyushu.area 7 Ostores By
Gunma prefecture 10stores ~ Shiga prefecture 7stores  Fukuoka prefecture 86 stores . )( ¢ Kantoarea
Tochigi prefecture 12 stores  Kyoto prefecture 16 stores  Saga prefecture 25 stores e 4 0 1 stores
Ibaraki prefecture 14stores  Osaka prefecture 73stores  Nagasaki prefecture 34 stores
Saitamaprefecture 71 stores  Hyogo prefecture 41 stores  Kumamoto prefecture 40 stores L Tokai area
Chiba prefecture 43stores  Nara prefecture 12stores  Oita prefecture 20 stores Shikoku.area 9 5
Tokyo 182stores  Wakayamaprefecture  7stores  Miyazakiprefecture 255018 uspuy area 1 0 4 stores
Kanagawa prefecture  69stores  @Chugoku area Kagoshima prefecture 28 stores sloras
Tottori prefecture 7stores  Okinawa prefecture 14 stores 2 7 23“"93
<Information on the website>
Website IR site
https://www.sundrug.co.jp/en https://www.sundrug.co.jp/en/ir/message
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Major shareholders (top 10)

Name of shareholders

Financial institutions

20.43%

Other Japanese

corporations

37.37%

Number of shares held | Shareholding ratio
(thousands) (%)

IRYUSHOJI CO., LTD. 43,776 37.44
The Master Trust Bank of Japan, Ltd. (Trust Account) 14,040 12.01
Custody Bank of Japan, Ltd. (Trust Account) 5,546 4.74
Naoki Tada 3,112 2.66
Takashi Tada 2,200 1.88
JPMorgan Chase Bank 385632 2,153 1.84
JPMorgan Chase Bank 385047 1,926 1.65
CEP LUX-ORBIS SICAV 1,683 1.44
OMO2 State Street 808424 Client Omni 1,517 1.30
National Mutual Insurance Federation of Agricultural Cooperatives 1,508 1.29

Notes: 1. Although the Company holds treasury shares (2,407 thousand shares), it is excluded from the above major shareholders.
2. The shareholding ratio is calculated excluding treasury shares.

Annual Dividend per Share

M Dividends (yen) @@ Dividend payout ratio (%)

120 80
100
90 60
60 40
30 20
0 0

2019 2020 2021 2022 2023
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