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Management Philosophy

Bhilosop

We contribute to

local communities through
our sincere, kind services.

We help many more people smile,

. Hoping for the happiness of each employee,
Hoping for the happiness of each customer, and

hd

~

Closer to you and more reliable to you Serving as the source of your smile

Corporate Watchwords and Management Philosophy
at the Time of the Establishment of the Company

Corporate Watchwords Management Philosophy

. Kindness <For Society>
Serve customers with sincerity Strive to create a corporate framework

and kindness. enabling us to contribute to local
communities by selling medical and
Honesty pharmaceutical products, health foods,

Work with business partners cosmetics and daily items and by
with humility and honesty. dispensing prescriptions.

Trust <For Employees>

Be trusted by both customers Strive to create a corporate framework

and business partners. enabling the company to grow together
with employees with the aim of ensuring

their happiness.
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Who is the SUGI Pharmacy Group?

all employees.

Since our founding, we have aimed to contribute to local communities by selling
medical and pharmaceutical products, health foods, cosmetics and daily items and by
dispensing prescriptions. Today, even after we have developed into an operator of a
chain of approximately 1,400 drugstores with approximately 33,000 employees, we
are proud that we will remain a “pharmacy.” We are working to further enhance our
corporate value and accomplish sustainable growth of local communities.

Highly acclaimed for its sincere and kind treatment of customers, each of whom
was served at ly through its counseling service, our first store thrived as a kind
“family pharmacy.” Since then, we have adopted the corporate watchwords of “kind-
ness, honesty and trust” as the principles guiding us to growth. Layers of “kindness”
form “honesty” and lead to the establishment of “trust.” These tenets presented in our
corporate watchwords, together with an altruistic spirit, or “sincerity,” are reflected in
our management philosophy, showing our fundamental values. They have been an-
chored among all members of our corporate group and put into practice.

Action with “sincerity” based on the tenets of our corporate watchwords and man-
agement philosophy with their focal point on “kindness,” which has been the un-
changing focus since our establishment, reinforces our business and HR foundation,
helps customers smile, and pleases and moves them. This leads to the happiness of
employees and the growth of the SUGI Pharmacy Group, loved by local communities.

is the pride of

ROWTH FOUNDATION DATA & PROFILE

the corporate group and the pride of

Management Philosophy
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Management Messages

To Everybody

Sakakibara: The global spread of the coronavirus infectious disease
(COVID-19), which was unexpected by almost everyone, is taking
considerable toll in terms of both deaths and cases here in Japan as
well. On behalf of the SUGI Pharmacy Group, | would like to take this
opportunity to express our sincere sympathy for the deceased and
their families while hoping that those affected and those still fighting
against the disease will recover as soon as possible.

In Japan, preparation for vaccination is underway today. | must

take my hat off to medical workers and other essential workers,
who are committed to preparing for the vaccination. As the SUGI
Pharmacy Group, we feel our responsibility once again as an opera-
tor of drug stores underpinning social infrastructure, and at the same
time, we understand that our responsibility will continue to grow in
the future. As management, we have nothing but words of appreci-
ation for our employees for being engaged in their operations at the
front line to fulfill their responsibility to sustain social infrastructure,
as well as for our business partners for dedicating themselves to en-
sure the supply of products.
Sugiura: Regrettably, no outlook has been presented yet for the
end of the COVID-19 pandemic. While implementing anti-COVID-19
measures to the extent possible, we will continue to work hard with
our first priority on ensuring an environment in which all employees
can work without any worry and providing a sense of safety to local
residents.

Further Growth under the New Structure
through the Concepts of “Immutability and
Fluidity” and “ Shu-ha-ri"

Sakakibara: While Ms. Akiko Sugiura was appointed as Advisor
in 2018, Mr. Hirokazu Sugiura was also assigned as such this time.
Now that the founders have retired from the management front line,
| personally feel sad. However, both the new president and | have
been working a long time while watching them, and this makes me
realize that we need to maintain governance-based management
and continue to enhance corporate value. | feel a strong sense of
responsibility.

Sugiura: The management structure will change greatly, but there is
and will be no change in what has been valued by the founders since
the establishment of their store. Although we will proceed with new
measures in some fields in line with changes of the times, such as the
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progress of digital transformation (DX) accelerated by the COVID-19
pandemic, we will never change our underlying business philosophy.
Sakakibara: | joined the company 35 years ago, when there was
only one store, which was in Nishio City, Aichi Prefecture. The con-
cepts that | learned from the founders in those days were “immuta-
bility and fluidity” and ” shu-ha-ri.”

Sugiura: We strive to value each customer and contribute to local
communities. This is an “immutable” point that we must continue
to follow, no matter what will happen. For measures for doing so,
however, we need to make changes “fluidly” depending on the cus-
tomer and times.

Sakakibara: | still vividly remember the founders listening attentively
to each patient for about a few hours not only about his/her medi-
cine and disease but also about other topics. Patients with the same
symptom might need different medicines, and patients with similar
family structures might need quite different types of counselling. |
strongly felt that such an attitude toward dispensing prescriptions
represented shu, the starting point for a pharmacist to serve a pa-
tient. The founders established a register for each patient to manage
a wide variety of information, such as his/her medical records, pre-
scriptions, and his/her family's medical records. | think that this was
“ha" for the founders.

Sugiura: " Shu-ha-ri" is a concept often referred to in kado (flower
arrangement) and budo (Japanese martial arts). | understand that
“shu" means making a model as instructed by your master; “ha"
means making your own model based on the completed model; and
“ri" means going beyond it and creating a new model.
Sakakibara: The founders launched a prescription dispensing busi-
ness when the separation rate of dispensing and prescribing func-
tions was still low and expanded one pharmacy to approximately
1,400 stores over 45 years. They achieved “r" by creating such an
unprecedented model. With the baton handed over from the found-
ers, I'm now working on new measures, such as introducing digital
technology, but this is a combination of the extension of the previous
business style and a new model. | feel that I'm still halfway to " ha"
of “shu-ha-ri."

Sugiura: Under the new management structure, we will strive to
enhance our corporate value and social value by carefully continuing
each effort for developing our stores and areas. While striving to
achieve “immutability and fluidity” and “r" of " shu-ha-r," we will
dedicate ourselves to accomplishing sustainable corporate growth
and contributing greatly to society. In this regard, we would like to
ask for your continued support.

]
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Whao is the SUGI Pharmacy Group?

“\We value e customer.”
" This determination underpins our operations.
At the SUGI Pharmacy Group, wé will continue to

provide energy, smiles, health, and happiness.

9 Katsunori Sugiura

f \ Representative Director & President

Eiichi Sakakibara

Representative Director & Chairman

Management Mesg
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Who is the SUGI Pharmacy Group?

Top Interview

By integrating the real and the digital with “health” as the |

keyword, we will strive to support your healthy and rich

lives and enhance our corporate value.and social value.

Al

Katsunori Sugiura

Representative Director & President

Q_—

Tell us about the SUGI Pharmacy Group's future vision.

Sugiura: The ongoing spread of COVID-19 is making many people
realize how important it is to be and appreciative of being in good
health. Medical care and medicine are relevant to people all through
their lives in a wide variety of manners. When they are healthy, they
are engaged in self-care for the purpose of primary prevention and
secondary prevention. When they have a disease, they receive med-
ical care and take medicine to treat their symptoms in then acute
phase or the chronic phase. When they become old enough, they
need elderly nursing care and daily life support. How medical care
and medicine are relevant varies according to their health stage. In the
SUGI Pharmacy Group, we are proceeding with the Total Healthcare
Strategy, with which we aim to ensure contact points with custom-
ers regardless of their health condition and provide each customer
with the most appropriate product and service well-tuned to his/her
condition through an integration of the real and the digital based on
a community-oriented approach. To satisfy customers and continue
increasing their lifetime value, it is necessary for the SUGI Pharmacy
Group to work in cooperation with local governments, health insur-
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ance associations, medical care and elderly nursing care workers,
and players in many other fields. With "health” as the keyword, we
would like to ensure cooperation with stakeholders sharing the same
ambition and establish a healthcare network that values “ties” and
“trust.” We are striving to achieve a care cycle that covers all the
stages of health management, health improvement and disease pre-
vention, thereby operating drugstores indispensable for local com-
munities.

Q_ —
Tell us about the main features and advantages of the SUGI
Pharmacy Group.

Sugiura: In the SUGI Pharmacy Group, Hirokazu Sugiura and Akiko
Sugiura, both the founders and pharmacists with a strong passion for
prescription dispensing services, realized growth by continuing to take
on challenges in developing a chain of prescription dispensing drug-
stores, which were still rare in Japan at the time of our establishment.
We have been engaged in prescription dispensing services deeply
and growing rapidly, and this is one of the main features and advan-
tages of the SUGI Pharmacy Group. Both Chairman Sakakibara and |

possess qualification as a pharmacist and have inherited the business
philosophy of expanding the field where pharmacists can demon-
strate their abilities. In Japan, where there is reportedly a shortage of
pharmacists, how to secure pharmacists is a hurdle for new entry into
the market of prescription dispensing services. At the SUGI Pharmacy
Group, however, we have approximately 3,000 pharmacists, which
is a great advantage for us. How can we retain pharmacists despite
the current shortage? This is partly because we enable pharmacists to
concentrate on what they can contribute to as such. In addition, we
ensure that they can demonstrate their ability in various fields on their
request, even if the field is outside prescription dispensing, and that
this approach is visible even from the outside. Other factors include
the concentration of our stores in densely populated areas and the
introduction and operation of working styles and overtime work sys-
tems flexible enough to accommodate pharmacists’ requests.
Another feature and advantage is that we are trying to expand
our various operating fields with “health” as the keyword. This is a
critical point for achieving the Total Healthcare Strategy. We are asso-
ciated extensively not only with the prescription dispensing drugstore
operator SUGI Pharmacy but also with, for example, the home-visit
nursing and elderly home-care support provider SUGI Medical and

a medical care service operating company that provides support for
commencement of medical practice and online medical care coun-
seling platforms.

Our growth speed is also one of our advantages. We are striving
to expand our operating scale through strategic dominance of setting
up new stores mainly in the metropolitan areas in Kanto, Chubu and
Kansai. At the same time, we are also reinforcing our efforts to es-
tablish stores in the Hokuriku area. For the past few years, we have
continued to set up 120 stores per year, with the number of our stores
reaching 1,391 as of the end of February 2021. In addition, while
developing physical stores, we are also increasingly introducing digital
technology in various fields. The consequence is synergy between the
digital and the real. While digital technology is making physical stores
even more robust, the increase in the number of physical stores is
enhancing digital efficiency. Behind the SUGI Pharmacy Group's rapid
growth is the fact that management, which has inherited the found-
ers’ passion, can make decisions quickly through monolithic unity
based on a clear vision. | believe that a company can contribute to
society only if it can take full advantage of opportunities for growth
without missing them.

Top Interview
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Q. m—

Tell us about the mega trends and social issues expected to oc-
cur in the future business environment and the opportunities
and risks to be experienced by the SUGI Pharmacy Group in
such an environment.

Sugiura: Japan is one of the best countries in the world in terms of
longevity, but it is said that the gap between the average lifespan and
healthy lifespan, namely the period to be spent in an unhealthy con-
dition until the final moment, is nine years on average for men and 12
years on average for women. The SUGI Pharmacy Group’s operations
are intended to contribute to the extension of the healthy lifespan.
We are committed to our business based on the belief that the more
we work, the more beneficial it will be to customers. The domestic
healthcare segment is growing with the background of the rise in
the aging of the population. The Japan Revitalization Strategy, for-
mulated by the Japanese government, estimates that the healthcare
market in a broad sense will reach the 37 trillion yen level in 2030. At
the same time, there is the social challenge of rising medical care costs
exerting pressure on the national budget. The Ministry of Health,
Labour and Welfare has expressed its expectations of pharmacies,
through the Pharmacy Vision for Patients, to play a role in the com-
prehensive community care system. There is a call for pharmacies to
make a shift by 2035 from the present operating style of “pharmacies
located near medical institutions to support the separation of dispens-
ing and prescribing functions” to “pharmacies to support the separa-
tion of dispensing and prescribing functions with their focus on local
patients” by using ICT, providing 24-hour services, and offering home
healthcare and health support. High expectations are placed on phar-
macies to serve as “family pharmacies” from which local residents
can seek pharmaceutical advice on medicines without hesitation at
any time and to carry out high-level pharmaceutical management.
The direction that these policies are aiming for exactly aligns with the
direction that the SUGI Pharmacy Group’s Total Healthcare Strategy
is aiming for. With interest in “health” growing throughout society,
great business opportunities lie ahead of the SUGI Pharmacy Group.
Seen from a global perspective, an increase in the aging of the
population is not unique to Japan. In the SUGI Pharmacy Group, we
are making efforts in Japan to respond to the rise in the aging of the
population and extend the healthy lifespan. If we can ensure that
such efforts serve as a precedent model applicable to foreign coun-
tries, we might have opportunities to expand our business field in
cooperation with local partners sharing the same ambition.
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While striving to obtain growth opportunities with “health” as
the keyword, we understand that it is important to identify business
risks. The direction that the SUGI Pharmacy Group is aiming for basi-
cally aligns with that of the Japanese government. Still, a wide variety
of risks are assumed, such as unexpected establishment of laws and
regulations without involvement of the SUGI Pharmacy Group, mis-
takes due to human errors, long-term population decline, natural dis-
asters, and acceleration of changes in society. At the SUGI Pharmacy
Group, we will actively invest for our growth so that we can catch
growth opportunities. At the same time, we believe that it is impor-
tant to evaluate a wide variety of risks appropriately, identify a com-
prehensive balance between opportunities and risks from the per-
spective of management, and run the cycle of PDCA smoothly while
ensuring that the checking function of governance works effectively.

Q. I
Can you review the business results achieved in such an envi-

ronment in the fiscal year ending February 2021 and give us
your evaluation?

Sugiura: In terms of numerical results, net sales, which continued to
increase from our establishment in 1976, were 602.5 billion yen, up
11.2% from the previous year. Operating income increased to 33.7
billion yen, up 13.2% from the previous year, while profit attribut-
able to owners of parent increased to 21.1 billion yen, up 1.6% year
from the previous year. We cannot explain last year's business results
without referring to the impact caused by COVID-19. As a result of
an increase in demand due to the pandemic requiring people to stay
home, sales of daily items and food products, which are consumed
mainly at home, were higher than expected. On the other hand, sales
of cosmetics were lower than expected. In addition, while a rise in the
awareness of protection against the infectious disease led to an ex-
pansion in the sales of sanitary products, such as alcohol disinfectants
and masks, less people caught a cold or enjoyed trips than usual,
causing a shrink in the sales of cold medicine and motion sickness
medicine.

To fulfill our responsibility of serving as infrastructure underpin-
ning local residents despite the coronavirus pandemic, we continued
to operate stores while introducing anti-infection measures promptly
and flexibly, such as social distancing, droplet prevention screens, dis-
infection, and ventilation. There were times when customers needed
to wait in line, when some products continued to be out of stock,
and when we had no choice but to limit the number of products

STRATEGY

Who is the SUGI Pharmacy Group?

that customers could buy. While causing such inconvenience to cus-
tomers, we placed a heavy burden on employees, who needed to
serve customers and operate stores in manners different from usual.
Looking back on the past year, | find that there are some points to
reflect on and improve especially in terms of well-tuned operations.
However, given that the spread of the infection continued to change
depending on the time and the area, each store did its best while
checking the situation.

Q.—
Has there been any change to the ongoing Mid-Term
Management Plan 2022 due to the coronavirus pandemic?

Sugiura: The Mid-Term Management Plan 2022 comes after the
Consolidation of Our Foundation and Framework for Growth in FY
2015 and the Aggressive Management Approach in FY 2018. Setting
the slogan “Enhancement of Our Corporate Value by Maximizing
Customers’ Lifetime Value,” we are proceeding with a wide variety
of measures from the two viewpoints of “growth strategy” and “re-
inforcement of the management foundation.” Based on the growth
strategy, we will strive to set up more than 120 new stores per year.
In the field of prescription dispensing, we will set up not only “phar-
macies with the function of prescription dispensing,” which consti-
tute an existing type, but also “pharmacies featuring medical malls
or clinics,” which serve as a one-stop medical care provider underpin-
ning local medical care infrastructure, and “on-the-premises” phar-
macies, which are located on the premises of medical institutions to
support increasingly sophisticated medical care. By developing these
three types of pharmacies, we will strive to establish a network of
prescription dispensing and medical care. Moreover, we will provide
a wide variety of products and services well-tuned to the needs of
each customer in a timely manner both at physical stores and online,
thereby striving to increase each customer’s satisfaction and maximize
our customers’ lifetime value. Our quantitative targets to be achieved
through these measures by the final year of FY 2022 are net sales of
710 billion yen and operating income of 37 billion yen. We will not
revise these figures even during the coronavirus pandemic.

On the other hand, since the coronavirus pandemic is raising
non-face-to-face needs, we will accelerate the reinforcement of DX
ahead of the original plan. Furthermore, to ensure many more con-
tact points with overseas customers when there is an ongoing decline
in the number of visitors from abroad, we will also accelerate the
formation of partnerships with a wide variety of companies.

GROWTH FOUNDATION DATA & PROFILE

Under the new management structure, we will continue to im-

plement measures based on the direction and priority set by our pre-
decessors. Regarding investment for growth, we will pay attention
to ROI (return on investment) as one of the indexes. While ensuring
efficiency in operations with an awareness of operating income mar-
gin, we will strive to increase sales and operating income and improve
ROE.

Q_ —
Tell us your thoughts about human resources as one of the
investment fields for growth.

Sugiura: The SUGI Pharmacy Group’s Management Philosophy states
that “We help many more people smile, Hoping for the happiness
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of each employee, Hoping for the happiness of each customer, and
Hoping for the happiness of everybody.” This indicates our philos-
ophy that we cannot make customers happy without making our
employees happy and helping them smile. When employees of the
SUGI Pharmacy Group realize sound growth, they can provide cus-
tomers and patients with benefits. When they see that customers
and patients are happy, they feel even more motivated. This “spiral
of smiles” is the key to our HR strategies. Taking a wholistic view
covering not only employment and education but also the use of dig-
ital technology, we will make HR investment to embody the SUGI
Pharmacy Group’s Management Philosophy.

Q_—

What are your thoughts about shareholder returns?

Sugiura: For the dividend to our shareholders in the fiscal year end-
ing February 2021, the total of the interim dividend and year-end
dividend was 80 yen per share, the same level of that of the previous
year. When there are many more growth opportunities to expand our
operations in a wide variety of fields with “health” as the keyword,

we will invest in equipment, DX, personnel and other factors to real-
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ize our growth. We believe that by doing so, we can contribute even
more greatly to society and that such growth of our operations will
enable our corporate value to be maximized. For shareholder returns,
we will pursue the maximization of shareholder value with consider-
ation given to balance with our investment for growth.

Q__

Tell us your thoughts about ESG and the SDGs.

Sugiura: The concepts of Environment, Social and Governance (ESG)
and the Sustainable Development Goals (SDGs) are becoming known
extensively in society. In my opinion, there are many exactly overlap-
ping points between the concepts of ESG and the SDGs and what
we have been doing since the establishment of the SUGI Pharmacy
Group based on the philosophy of realizing our vision.

For example, approximately 80% of the stores of the SUGI
Pharmacy Group are located in the suburbs, not in areas near sta-
tions. This is one of the SUGI Pharmacy Group’s features differentiat-
ing ourselves greatly from competitors. Behind this strategy of setting
up stores in such locations is our community-oriented approach. In
the SUGI Pharmacy Group, we strive to ensure that our stores serve as
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infrastructure underpinning medical care infrastructure in their local
communities and that such stores develop as a local base supporting
safety and security for everyone. In addition, we place an emphasis
on ensuring diversity in working styles so that each employee can
work according to his/her life stage, such as parenting and elderly
nursing care, without restrictions on working time or places. While in-
troducing a local employment system, a working-hour option system,
and a teleworking system, we ensure communication with those on
leaves of absence on a continuing basis. We, thus, provide an envi-
ronment and opportunities for each employee to fully demonstrate
his/her ability, thereby ensuring excellent human resources. Based on
our determination to contribute to society and local communities, we
have been proceeding with various efforts so far, and they themselves
are highly social efforts leading to an increase in the value of the S
(social)” element. To solve social problems and develop local medical
care, it is necessary for a corporate group not to work alone but to
strengthen cross-sectional cooperation with medical care institutions
and administrative agencies.

This approach is also applicable to the element of “E (envi-
ronment).” We are reducing the use of power and plastics at the
headquarters and approximately 1,400 stores. To improve the
global environment in a genuine sense, however, we need to en-
sure cross-sectional cooperation and work in tandem with outside
companies and organizations. Seen from a bird's-eye view, a supply
chain consists of drugstores as retailers, wholesalers in the retailers’
upper stream, manufacturers in the wholesalers’ upper stream, and
raw-material providers in the manufacturers’ upper stream. A positive
impact on the environment is generated only if there is an extensive
framework in which each of these elements constituting a supply
chain cooperates with one another and considers the reduction of
negative impact on the environment based on a wholistic view. Last
year, the Japanese government declared that it will strive to achieve
carbon neutrality by 2050. Specific measures toward reducing CO,
emissions are now underway in a wide variety of industries. However,
to reduce CO, emissions is a mere method for accomplishing an even
greater contribution, namely the reduction of negative impact on the
environment. It is important to work cross-sectionally while sharing
the same ambition.

Another big social problem that we can address directly toward
the solution is leftover medicine. It is estimated that the medicine un-
used by patients is equivalent to nearly 50 billion yen per year. The
problem of leftover medicine contributes to a rise in medical care costs.
If we can reduce this amount by at least 10% to 20% through our ef-
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forts, it will mean that we can contribute greatly not only to improving
patients” health by ensuring that they take their medicine appropriate-
ly but also to reducing medical care costs and cutting CO, emissions
generated at the time of disposing of leftover medicine as waste.

Toward solving environmental problems and social problems, it s,
of course, necessary to proceed with measures in the SUGI Pharmacy
Group. To make even greater contribution, however, the key lies in
how to ensure cross-sectional cooperation and work in tandem with
others. We are ready to talk to and cooperate with those who share
the same ambition and want to work with us.

Another element that we need to focus on to ensure our sus-
tainable growth as a private corporate group is "G (governance)”
of ESG. Our corporate group was managed under the strong lead-
ership of the founders through monolithic unity of the other mem-
bers. Now that the founders have resigned from management, we
have a new management structure. While inheriting the founders’
determination as an immutable cornerstone, we will reinforce our
governance system and enhance the transparency and efficiency of
our management. We have three outside directors and three outside
auditors, who supervise and monitor the decision-making process-
es of the Board of Directors and the effectiveness of the Board of
Directors from independent and objective positions. \We also have the
Nomination and Remuneration Committee, established on our own
discretion, with outside directors constituting the committee’s major-
ity. By implementing these measures, we intend to further improve
our governance.

Q.—

Can you conclude by giving a message to stakeholders?

Sugiura: To help extend each customer’s healthy lifespan and to real-
ize our philosophy, namely to contribute to local communities, more
dynamically, | believe that it is important to realize mutual coopera-
tion and joint creation in tandem with a wide variety of local gov-
ernments and companies sharing the same ambition with us under
the keyword “health.” If not only customers and patients but also
employees and local residents feel happy and if it consequently leads
to an increase in corporate value of the SUGI Pharmacy Group and to
the generation of sufficient shareholder returns, I'm convinced that
we can create considerably great value in a wide variety of fields.
Together with stakeholders, we will continue to work hard to achieve
our vision of creating a future in which everybody will smile.
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To Protect People’s Daily Lives from the Coronavirus Pandemic
- Kind “Family Pharmacy” as Our Starting Point -

Amidst the ongoing global spread of the coronavirus infectious disease (COVID-19), the SUGI Pharmacy Group has
continued store operations, filled with a sense of responsibility as a drugstore operator whose core lies in pre-
scription dispensing services and support for home healthcare. By implementing the philosophy valued since our
establishment, namely “a kind family pharmacy,” we have contributed to support for local communities and local
medical care. We will continue to make utmost efforts in preventing the spread of the infectious disease and play
a role as a local base supporting 'refid;" ts’ he althy lives and underpinning their safety and security.

To Protect Customers and Employees’ Safety

Anit-Infection Measures at Stores

For store operations, we have placed the first priority on ensuring the safety of customers and employees. We have imple-
mented a wide variety of measures, including social distancing. To reduce risks of droplet infection, we have set acrylic partitions
on medication instruction counters. To enable pharmacists to speak with patients appropriately all the more for the coronavirus
pandemic, we have reinforced our measures by introducing into Nagoya University’s Hospital Store and some other stores of
SUGI Pharmacy a heat detection system featuring thermal cameras and AERO SHIELD (germicidal irradiation equipment using
UV-C, whose germicidal effect is reportedly the strongest of all types of UV, for disinfecting air).

Thermal camera Medication instruction counter with AERO SHIELD and acrylic partitions
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To Protect the Health of Local Residents

Free Online Service of Health
Counseling from Doctors Provided

For about a month from May 20 to June 30, 2020, we
provided a free online service of health counseling from
doctors through the pedometer app SUGIsapo Walk. This
enabled users not only to receive regular health counseling
but also to seek chat counseling from doctors specializing
in relevant fields to address a wide variety of medical and
health questions and anxieties occurring during the pro-
longed coronavirus pandemic. We think that by handling a
total of 35,147 cases, this counseling service contributed to
reducing risks of secondary infection of the novel coronavi-
rus and the burden on medical institutions.

“Protect Yourself from the New
Coronavirus!!” Distributed as a Health
Information Leaflet

Featuring "Protect Yourself from the New Coronavirus!!”
a health information leaflet issued by the Sugiura Memorial
Foundation was distributed at all the stores. The leaflet pro-
vides easy-to-understand explanations on five habits that
you can try simply in order to protect yourself from the in-
fectious disease. The leaflet also includes features on “What
We Can Do Now” and “Take Care Not to Lead a Sedentary
Life at Home.” We also strove to ensure that pharmacists
could speak with patients all the more appropriately during
the coronavirus pandemic, thereby raising local residents’
awareness of maintaining their good health.

Health counseling cases through the SUGIsapo
app during the coronavirus pandemic

3/1i

4/26 Total number from May 20 to June 30

- 35,147

5/31

6/7
6/14
6/21
6/28

7/5
7/12
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Special Allowance Provided to All Employees, including Part-time Workers

As essential workers, who continued to work at the front line despite risk of infection, our employees served many
customers who needed masks and other sanitary products. To reward them, we provided a special allowance to all

the employees, including part-time workers.

In addition, we dispatched staff from the main office to stores to reduce the burden of the stores’ staff. We, thus,

rallied all our forces to continue store operations.

To Protect People’s Daily Lives from the Coronavirus Pandemic
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Figures relating to the SUGI Pharmacy Group

Other

0.1+

Food
Net sales on a consolidated basis ‘|8 5o
o I%

Up
6 O 5 +] ] . 2%
from the
2 previous
() year

Percentage of
sales by category of

billion yen the SUGI Pharmacy
operations
Operating income on a consolidated basis (echEding sales of I
ealthcare

Japan)

Up
previous
[ : year

billion yen

Changes in the percentages of sales from merchandising
and prescription dispensing (only at SUGI Pharmacy)

Merchandising

ry 2010

ry 2020

Prescription dispensing

Sales of prescription dispensing

Up
‘I ‘I 7 5 17
from the

previous

) year

billion yen

No. of prescriptions filled by us

‘IO. ] million

- No. of prescriptions filled by the SUGI Pharmacy

Up
+2.7%
from the

previous
year

(Unit: 10 thousand prescriptions)

No. of medical institutions whose U000~

prescriptions are filled by us

53,528

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 (FY)
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STRATEGY GROWTH FOUNDATION DATA & PROFILE

Who is the SUGI Pharmacy Group?

Newly
No. of stores established

*As of the end of February 2021 .| 2 .|
stores
Record-high Kanto area Chubu area Hokuriku area Kansai area
number of newly 3 O 34 4
/ o 75 stores 5 5 stores stores ; ; stores

stores

SUGI Pharmacy

Percentage of prescription
9 p P Home-visit

nursing stations

] 267 dispensing stores Japan
, StoreS 82 9 ] ] ] stores ]3stations
) OO

(Including 1,050 prescription
dispensing stores)

Customers

DIGTE]
membership

SUGI Point membership

18.04

million members

No. of annual visitors

320

million visitors

/.72

million members

*Total no. of downloads of SUGI Pharmacy app and
SUGlIsapo app, as well as registrations of SUGI
Pharmacy as a “family pharmacy” through kakari, the
“family pharmacy” app developed by MedPeer

Employees

No. of employees *No. of full-time employees

No. of experts *Including partner employees

[Beauty advisers]

1,208

[Pharmacists)

3,025

Women

47200 Gender ratio 5

%

466 92 8527

Figures relating to the SUGI Pharmacy Group

[Nationally certified dieticians] ~ [Nurses] [Registered pharmaceutical distributors]
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|deal Vision

We are proceeding with the Total Healthcare Strategy as a business model with which we are striving to underpin
every health stage of our customers and patients, ranging from self-care to medical care & medication to elderly
nursing support & daily life support. By integrating our human resources and digital assets, we will continue to
contribute to local communities and strive to implement the philosophy valued since our establishment.

From Self-Care to Medical Care & Medication to Elderly Nursing

Support & Dalily Life Support

Contribute to Local Communities through Total Health Support

-
X/
A 3

\/\/l

Diagnosis Treatment
Health
checkup
Health counseling &
and measurement ~**7"" . Secondary ) "
: prevention ° \'4

Y\ ®

(Healthy lifestyles)

Chronic-phase
management

: ié % i , =
i AN
v o 9 i
Primary preventlon A Personal health Terminal

record (PHR) stage

Showing a commitment to local residents’ lifetime efforts for disease prevention and health management, and
contributing to their good health through a full lineup of care

L)

4%5 e..

RETTITITPS Prescription dispensing ﬁ

Online cot ling, medical t
and medication instruction

-
____________ Long-term elderly
s nursing care  *

RETTTTTLETRS Terminal care ‘

Elderly
nursing care

Total Healthcare Strategy through the Integration of the Real and the Digital

In the Total Healthcare Strategy, people’s lives, from their birth until the end, are divided roughly into the three stages covered by
the self-care category, the medical care and medication category, and the elderly nursing support and daily life support category. The
strategy is intended to ensure contact points with customers, regardless of their health condition, and provide optimum products and
services appropriate for the condition of customers in different stages by integrating our physical advantages with digital technology.

To push forward with the strategy, we emphasize close ties and trust between local governments, companies and their health
insurance associations, and medical and elderly nursing-care workers. By expanding our network even outside our corporate group,
we are striving to become an operator of drugstores as an indispensable entity for local communities.

Research institute
( it

,,,,, @é >
£
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s
1

l|||||
J
Healthcare network w
)" Expanding through our physical advantages, mainly <
lliiii’ o, stores, and dlgntal technology r lliiii’
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ety
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Health insurance Home-care
association ¢> P support clinic
( 1
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4
& B \ Elderly nursing service provider
W

"n |I' |

U
Lo(al government
(Municipality and comprehensive community support center)

Health checkup institution
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Strategic Dominance of Setting Up
New Branches around Key Stores

By proceeding with the development of solu-
tion-oriented "key stores,” which underpin our
strategic dominance, we place the emphasis of our
store-opening strategy on the creation of hubs of
healthcare networks evolving around our key stores.

* Our key stores fulfill the enhanced function of health support expected to be
provided by drugstores. The stores feature a self-service space for custom-
ers to take health measurements while providing health counseling, health
instruction and prescription dispensing services. They also feature a medical
institution, lease and sell welfare products, and provide home healthcare.
In addition, they also have a community space where events by nationally
certified dieticians and pharmacists hold events on a regular basis.

STRATEGY

Who is the SUGI Pharmacy Group?

GROWTH FOUNDATION DATA & PROFILE

Strategic Partnership for Proceeding with the Total Healthcare

Strategy

In the SUGI Pharmacy Group, we work with companies featuring high-level expertise and advantages to realize mutual cooper-
ation and joint creation, thereby promptly proceeding with our strategy for organically connecting physical and digital contact
points with customers. We are proceeding with the Total Healthcare Strategy, designed to contribute to improving local resi-
dents’ health through our commitment to their lifetime efforts for disease prevention and health management.

Joint Development of SUGIsapo App
Enabling Users to Continue Healthy Habits
Easily

MedPeer

MedPeer Inc. operates an online doctor community

MedPeer Inc.

site, in which 120,000 doctors are registered, and devel-
ops an online medical business and preventive care business
through the use of IT. For the pedometer app SUGlsapo
Walk, a result of our joint development project in the self-
care business, the number of downloads has exceeded 1.5
million. We will continue to take advantage of SUGlIsapo
Walk/Eats/Deli to effectively provide services well-tuned for
each customer’s lifestyle and health problem.

Capital and business alliance concluded in March 2018

https://medpeer.co.jp j

Approach to Customers in China through a
Cross-border App

Inagora

Inagora operates Wando, a cross-border app, as a prod-

Inagora Holdings Co., Ltd.

uct in the inbound and cross-border business specializing
in Japanese products. To reinforce the inbound business,
we receive from the company its expertise on Chinese
consumers’ needs and consumption behavior, as well as
marketing know-how. At the same time, through Wando,
we approach to consumers which are sensitive to trends in
China. The first joint effort is the launch of sales of the skin-
care item Prieclat and other products privately developed by
the SUGI Pharmacy Group through Wando in spring 2020.

Capital and business alliance concluded in January 2020

Qttps://www.inagora.com

SUGI Pharmacy
Group

Expansion of the Support Business for
Preventing Lifestyle-related Disease from
Becoming Severe

PREVENTS Inc. A PREVENT

PREVENTS Inc. provides health insurance associations with a
program for preventing lifestyle-related disease from becoming se-
rious in cooperation with doctors. In our joint project with this com-
pany, we will strive to expand the support business for preventing
lifestyle-related disease from becoming serious through the use of
SUGI Pharmacy’s nationally certified dieticians and the introduction
of each other’s business partners. This alliance means that our busi-
ness portfolio newly includes support for those at high risk to prevent
their disease from becoming severe, enabling us to provide a full line
of support, ranging from disease prevention to treatment. We will
make further contribution by extending local customers and patients’
healthy lifespans and making medical care costs more appropriate.

Business alliance: June 2020 https://prevent.co.jp

N/

Acceleration of Our Efforts to Set up Stores
in Taiwan and Creation of Social Value in the
Asia Area

DXHER

Great Tree Pharmacy is a drugstore chain operator running

Great Tree Pharmacy Co., Ltd.

approximately 200 stores in Taiwan. We will provide the com-
pany with our total healthcare business model established by
the SUGI Pharmacy Group, as well as some of our products
and trademarks. In addition, both parties share each other’s
management know-how. This will enable both of us to further
proceed with our business development. Through the alliance
with Great Tree Pharmacy, we will make attempts for new val-
ue creation, which will lead to creating not only “economic
value” but also “social value” in the Asia area.

Business alliance: November 2020

https://www.greattree.com.tw

Ideal Vision



Growth Milestones

Partly because our founders Hirokazu Sugiura and Akiko Sugiura are both pharmacists, the SUGI Pharmacy Group
displays a firm sense of determination especially in terms of prescription dispensing services. This has led us to
take on the challenge of developing a chain of prescription dispensing drugstores, which were still rare in Japan
at the time of our establishment. In addition, we have been working on the provision of home-visit prescription
dispensing service since our early days in order to serve as local infrastructure in the super-aging society. Inheriting
the determination valued since our establishment, we will continue to create value required by customers.

STRATEGY

Who is the SUGI Pharmacy Group?

GROWTH FOUNDATION DATA & PROFILE

Business Development ®

2001 @ Listed on the first section of the Tokyo Stock Exchange
2007 ® Acquired full ownership of Japan Co., Ltd.
2008 ® Changed the trade name Sugi Pharmacy Co., Ltd. to
SUGI Holdings Co., Ltd.
® Transferred to a holding-company system due to an
incorporation-type company split, and newly established
Sugi Pharmacy Co., Ltd. and SUGI Medical Co., Ltd.
® Acquired full ownership of Izuka-yakuhin Co., Ltd.

] 976 Launched as a “family pharmacy” in a small town of
Nishio City, Aichi Prefecture

@ L @ L L L @ >
2013 @ Established the first key store in Kumami 2020 ® Concluded a capital and business alliance with Inagora
2016 ® Established the Obu Center as our own logistics center Holdings Co., Ltd.
2018 ® Concluded a capital and business alliance with the ® Established S Trading Co., Ltd. to supply products
MedPeer Group to both domestic and foreign markets Sales

® Established DCP Solution Co., Ltd. to provide support

® Concluded a business alliance with

(Unit: 100 million yen)

for doctors to open clinics Great Tree Pharmacy Co., Ltd. 6,000
2019 @ Established Nagoya University Hospital Store as an
"on-the-premises” pharmacy
5,000
N

Products and Services ®

2002 ® Launched a home-visit prescription dispensing service for

2014 ® Launched rental and sales of welfare products

2020 @ Released a lifestyle-related disease risk report using

o— 0 ?

individual patients 2018 @ Launched a shared pick-up and drop-off service big data
2003 ® Launched aseptic prescription dispensing in a clean room ® Launched the meal delivery service SUGIsapo Deli
2005 ® Launched facility-visit prescription dispensing services for 2019 @ Launched a specific health guidance service by nationally
facilities for senior citizens certified dieticians 4,000
2008 ® Launched home-visit nursing and elderly home-care services ® Released the pedometer app SUGIsapo Walk
® Released the diet record app SUGIsapo Eats
3,000
oo oo oo o>
2,000
2008 ® Began participation in the Pink Ribbon Campaign 2013 @ Launched donation of AEDs to facilities for senior citizens 2021 @ Certified for two years in a row as an outstanding
2009 ® Established SUGI Smile Co., Ltd. to promote disabled @ Launched donation of medical wigs to breast cancer patients enterprise in terms of health and productivity
employment 2014 @ Launched support for children with intractable diseases and management
©® Launched cosmetic therapy at facilities for senior citizens their families © Established the ESG Promotion and Sustainability
and hospitals 2017 @ Concluded comprehensive partnership agreements with local Committee
governments toward realizing sustainable community development
2018 ® Concluded a partnership contract with FC Kariya, 1,000
a nonprofessional soccer team
©® Acquired Platinum Kurumin certification
The number The number The number
Estab- of drugstores of drugstores of drugstores
lishment exceeds exceeds exceeds
100. 500. 1,000,
0
'76 '82 '88 '89 90 '91 '92 '93 '94 95 '96 97 '98 '99 '00 'O1 '02 '05 '06 07 '08 09 10 "11 "12 13 14 15 16 '17 "18 "19 '20 v
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Growth Milestones
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STRATEGY GROWTH FOUNDATION DATA & PROFILE

Who is the SUGI Pharmacy Group?

Value Creation Process

.
While responding to increasingly serious social problems, technology innovation and changes in consumers’ val- eSe““-\“g
ues, we leverage our strengths in developing business and services in cooperation with business partners, with ?‘ \Ue
“merchandising” and “prescription dispensing” serving as our two main business sectors. We strive to create new \'a

value for customers and accommodate local health needs. At the same time, we endeavor to grow into a )
corporate entity that can gain the support of the public and realize a society where everyone is Addressing

happy and smiles. aging . .
TENMENGE Solving social

lower
roblems
birthrates P

Health 2% 4 .
improvement = . - Re ducmg .
- : « . medical costs &
Shopping Preventive = :
truck (&1( R\
service N.ew program Contributing to
business , the global

environment

Incre‘asmgly serious social problems S:‘uopppri:?tg e-commerce :
Aging population and Shift to DX
‘ lower birthrates
‘ Increase in medical costs

|
Use of plastics

Home-visit

Healthcare r;:’_escrlp'flon
ispensing

Global warming

Medication J{=Nef[N1) Medication
_Changes follow-up dispensing instruction
in society

Maximizing customers Medication
lifetime value (LTV) management

‘ Household ware

Technology innovation

Promotion of 5G and
‘ expansion of loT

Integration of the real
and the digital

Changes in values

Diversification of
‘ values
Changes in
‘ consumption behavior

Shift from ownership

S
S
<
to sharing =

Community- . Plenty of Expertise on ’&K \0@

oriented store prescription financial
experts . Q
network S dispensing foundation Q. Q

Underpinning local medical care with Contributing to local communities

21 22
" Integrated Report 2021 Value Creation Process \’



23

Al

Business Report (Sugi Pharmacy Co., Ltd.)

Shinya Sugiura

Managing Director of Sugi Pharmacy

In FY 2020, the spread of the novel coronavirus infectious dis-
ease drastically changed people’s lifestyles. In this environment, to
enable customers to shop at our stores without any worry, the SUGI
Pharmacy Group implemented all possible measures, such as ensur-
ing the wearing of a mask by all employees, installing disinfectant
spray at store entrances, setting droplet prevention partitions on
checkout counters, and ensuring distance between customers wait-
ing in a checkout line. With our employees providing service with
kindness, we continued regular operations to the extent possible in
order to underpin customers’ and patients’ safe and healthy daily lives
at the front line of local communities.

In the merchandising business, there was a decrease in the sales
of cosmetics due to no sales to inbound tourists mainly in stores locat-
ed in urban areas and a decline in frequency of wearing and coverage
with makeup because of the establishment of the habit of wearing a
mask. At the same time, there was a considerable increase in the sales

Integrated Report 2021

Amidst drastic changes in people’s lifestyles due to the coro-
navirus pandemic, we implement all possible anti-infection
measures, thereby underpinning customers’ and patients’ safe
and healthy daily lives at the front line in local communities.

of masks, thermometers, and disinfection-related items purchased
from the perspective of anti-infection. In addition, as a result of a rise
in demand due to the pandemic requiring people to work from home
or stay home due to school closure, there was a growing need for
food items, leading to favorable merchandising results especially in
stores located in the suburbs.

In the prescription dispensing business, the number of prescrip-
tions filled by us decreased due to the coronavirus pandemic making
people refrain from going out and requiring them to avoid the so-
called 3Cs, leading to hesitation to go to medical institutions or the
extension of prescription terms. Although the growth rate of sales of
the prescription dispensing business became sluggish, we continued
two-digit growth amid the difficulties by establishing new prescrip-
tion dispensing stores toward further expanding our prescription dis-
pensing business.

OVERVIEW

Growth Strategies

At all stores, we strengthened the lineup of products that
were typically purchased at drugstores and that would contribute
to improving physical strength and immunity. Under the lead of
registered pharmaceutical distributors, all our staff recommended
nutritional drinks and other products to customers with anxiety
about new coronavirus infection and called for them to take
anti-infection measures. In addition, we reinforced our sales
promotional measures by analyzing customer data to provide
products, mainly in the fields of household ware, food, and sanitary
products, at prices which comply with customer needs. Accordingly,
we captured demand of customers who needed to stay home due
to the coronavirus pandemic.

At stores located in the suburbs, we continued our efforts
launched a few years ago. With the background of an increase in
people’s awareness of good health amidst the coronavirus pan-

We spent the past year ensuring that our pharmacists could
concentrate on providing patients with high-quality medication in-
struction by assigning medical office workers and proceeding with
automation for prescription dispensing services.

While medical office workers assume responsibilities ranging
from prescription acceptance and data entry to item picking and
checkout, pharmacists provide patients with medication instruction
during all that time. Although there used to be many complaints from
customers about their waiting time, such time has now become pos-
sible to be used more effectively. Moreover, to provide support for pa-
tients from the time of their consultation at medical institutions to the
next time, we focus on “prior counseling” at the time of our accept-
ing prescriptions, “medication follow-up” during their time of tak-
ing medication, and “tracing reports” designed to provide obtained
feedback to doctors. By doing so, we are improving our function as a
“family pharmacy.” Furthermore, we are increasing our presence in
local communities by setting up stores focusing on home-visit services

Merchandising

Prescription Dispensing

GROWTH FOUNDATION DATA & PROFILE

demic, we strengthened the lineup of food items developed with
the concept of health or beauty, such as specific health food and
fermented food. We also ensured that the sales section could han-
dle many more items, including not only vegetables and other in-
gredients but also frozen food, such as frozen side dishes, noodles
and rice dishes, in order to accommodate customers’ wide range
of needs, from cooking to meals. In urban areas, we are proceed-
ing with the development of next-generation stores, for example,
by operating stores specializing in beauty items. At such stores, we
handle cosmetics that were not available before at drugstores and
incorporate social media as a promotional and sales tool.

As a result of customers’ support of these efforts, we marked
net sales of 480.9 billion yen (110.9% of the previous year’s level).
Despite the severe market environment amidst the coronavirus pan-
demic, we increased our business results considerably.

Sales (merchandising of Sugi Pharmacy Co., Ltd.)

(Unit: 100 million yen) 4 809

5,000

4,000 3534 3704

3,000

2,000

1,000

2016 2017 2018 2019 2020 (FY)

through integration of cross-functional partnership, an even more ef-
ficient delivery system, and online medication instruction.

We have introduced kakari, an app (developed by MedPeer) with
the functions of sending prescriptions and searching for medicine and
health consulting through chatting. In addition to increasing custom-
ers’ convenience, this introduction has enabled us to provide medica-
tion follow-up through pharmacists even if the patients are not at our
stores. We thus provide support so that patients can take medicine
without any worry.

Greatly affected by the coronavirus pandemic, FY 2020 saw a
drastic decline in the number of prescriptions filled in the entire mar-
ket of prescription dispensing services. Many patients refrained from
going to their medical institutions, while there was also a decline in
the number of flu patients. In the SUGI Pharmacy Group, we filled
10.10 million prescriptions, 102.7% of the previous year’s level, with
sales in prescription dispensing services reaching 117.5 billion yen
(111.7% of the previous year's level).

Sales (prescription dispensing of Sugi Pharmacy Co., Ltd.)

(Unit: 100 million yen) ‘I ‘I 75

1,200
1,052

1,000

910
841
800 754
600
400
200
0

2016 2017 2018 2019 2020 (FY)

Business Report (Sugi Pharmacy Co., Ltd.)
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Market Environment

What is required in solving challenges, such as the aging and declining population and the need to slow the in-
crease in medical care expenditures, is total healthcare covering self-care, elderly nursing support, and daily life
support focused on each customer. Drugstores overseas are undergoing accelerated digitalization in various forms,
while in Japan, the Ministry of Health, Labour and Welfare is promoting policies to reorganize all pharmacies into
“family pharmacies” by 2025.

Mega trend Specific cases

® Promotion of comprehensive
community care

@ Better response to home-care
support needs

® Change in purchasing behavior
of senior citizens

Aging and
declining
population

® Rapid increase in self-care
demand

® Reduction in drug prices and
dispensing fees

® Outcome evaluation (primary
prevention, health promotion,
prevention of aggravation)

medical care
penditure

GROWTH FOUNDATION DATA & PROFILE

OVERVIEW

Growth Strategies

Size of the drugstore

market™ 2.7 trillion yen in 2000 — 8.3 trillion yen in 2020 — 10 trillion yen in 2025 (estimate)

Fegll e Ege Eh 22.04 million in 2000 = 33.87 million in 2015 — 39.21 million in 2040 (estimate)

@ Integration of physical and
digital assets

® Promotion of 5G and
enhancement of loT

echnologica
innovation
(Digitalization) ® Unified and continued
management of medication
information supported by ICT

@ Rapid expansion of the
e-commerce market
Change in @ Rise in health consciousness
consumer ® Change in consumer behavior
behavior due to the COVID-19 pandemic
(shopping in nearby areas for
short periods of time)

Accelerated digitalization in drugstores overseas

Walgreens, a major U.S.-based drugstore chain with over 9,000 stores nation-
wide, provides a comprehensive healthcare service focused on customers and pa-
tients by connecting physical stores and apps.

In addition to providing one-stop healthcare service at community-based physi-
cal stores, they launched an electronic marketplace of multiple telemedicine services
in July 2018, allowing users to select their preferred service at a single platform on
the company’s app.

Integrated Report 2021

) Drugstore segment [l
Demand in the self-care category, such as maintenance and promotion of health and disease prevention, and
Trend that in the life support category, such as meals and product sales for senior citizens, are increasing rapidly in
accordance with the progress in population aging. One of the few growing industries in the era of population
decrease.
i’. j
0

Online health Product sales Home-visit nursing

counseling Elderly nursing support and
Self-care category daily life support category
= A3

0 Delivery of health/ ’

!“(i

Health  therapeutic meals Home-visit prescription Product sales and
Behavior change  Promotion dispensing delivery of medical
apps supplies

support and health
promotion programs

Prescription dispensing

@ Medical care and @
medication category

High-level Follow-up medication
pharmaceutical @ management/Polypharmacy
management prevention

7 —
Online medication support/instruction

T

Bternal prescription fate. 399 7 yilion yen) in 2000 > 63% (6.1 trllon yen) in 2010 — 75% (7.7 trillon yen) in 2019

(Market size)
Prescription Size and share of the prescription ~ Prescription dispensing amount: 1.07 trillion yen in 2020 (+9.0% YoY)
) dispensing segment dispensing market for drugstores™  Prescription dispensing market share: 13.8% in 2019

In the prescription dispensing market, a shift from pharmacies located near medical institutions to drugstores
Trend located in suburban areas is in progress following the Pharmacy Vision for Patients promoted by the Ministry of
Health, Labour and Welfare. An important segment supporting the growth of drugstores.
*1: “Fact-finding survey of drugstores in Japan” by the Japan Association of Chain Drug Stores
*2: From materials of the National Institute of Population and Social Security Research
*3: "Progress of separation of dispensing and prescribing functions (Trend in insurance dispensing)” by the Japan Pharmaceutical Association
*4: Dorabizu on-line [Drugstore Association] Prescription dispensing at drugstores exceeds 1 trillion yen for the first time (Released April 16, 2021) https://www.dgs-on-line.com/
articles/877

2015 The Ministry of Health, Labour and Welfare released the

Outline of the Pharmacy Vision for Patients

In 2015, the Ministry of Health, Labour and Welfare re-
leased the Vision to demonstrate the future vision of family
pharmacies toward realizing separation of dispensing and
prescribing functions with the focus on patients, as well
as to indicate the course of action to reorganize current
pharmacies into family pharmacies from a medium- and
long-term perspective toward 2025, when baby boomers
reach the age of 75, and toward 2035, 10 years thereafter.

Pharmacy Vision for Patients
@ Aiming to equip all pharmacies, including those located near medical
institutions, with the function of family pharmacy

2016 ® Themed pilot project to strengthen the function of family
pharmacist/pharmacy
@ Fact-finding survey, study of the roadmap

2025 All pharmacies to become “family pharmacies”
@ Use of ICT @ Family pharmacy + health support functions

2035 Demonstration of the family pharmacy function in daily living areas
@ Locations to be within the communities

26
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Mid-Term Management Plan 2022

We have been pushing forward with our growth strategies under the slogans of “Consolidation of our foundation
and framework for growth” since FY 2015 and “Aggressive management approach” since FY 2018. We are accel-
erating the speed of our reforms to further enhance our corporate value by reviewing the Mid-Term Management
Plan 2020 a year ahead of the original schedule and proceeding with our operations based on the new three-year
mid-term management plan from FY 2020, which centers on “reinforcement of management with the focus on
customers' lifetime value” and “promotion of digital transformation in management.”

FY 2020 - FY 2022 Enhancement of our corporate value by maximizing customers’ lifetime value

® Reinforcing our operations in existing areas (opening stores, frequently-visited stores &
experience-oriented stores, dispensing prescriptions)

1  Reinforcement of our sales power
® Expanding into new growth areas (inbound tourists and overseas markets)

Growth Reinforcement of management with the focus on @ Proceeding with the Total Healthcare Strategy
strategy customers’ LTV*" pp. 29-30 ® Enhancing customers’ LTV by integrating our physical and digital assets

® Concluding alliances and M&A transactions (within or outside the industry)

3 Expansion of cooperation and collaboration ® Optimizing the entire value chain process through information sharing

® Presenting new forms of customer experience through the use of digital technology

q o
4 Promotion of DX in managementpp. 31-32 ® Optimizing our existing operations through the use of digital technology

Reinforcement ® Opening new stores with high investment efficiency and renovating existing stores

of the 5 Improvement of productivity @ Enhancing operational productivity (abolishing unnecessary tasks, employing part-time
workers, and proceeding with automation)
management h -
A ) ® Employing and training human resources to make our stores even more robust and
foundation 6 Reinforcement of human resources and fostering key players who will underpin the next generation

® Making our organizations more streamlined and less hierarchical toward increasing our
productivity and expanding into new business fields

*1 LTV: Lifetime value *2 DX: Digital transformation

organizations
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Reinforcement of our sales power (Strategy for opening new stores)

No. of stores As of the end of February 2021

],39] in total

Increasing regional shares by opening stores
aggressively, and making our stores even more

competitive
Hokuriku:
We intend to push forward with strategic dominance in the areas of 34
Kanto, Chubu, Kansai, and Hokuriku. By the end of FY 2020, we have es-
tablished 1,391 stores in total, featuring industry-leading regional shares in Kansai: “

the Chubu and Kansai areas. Many of the stores are prescription dispensing 477
drugstores in suburban areas focused on health and beauty items. However,
we have recently been proactively promoting the establishment of stores ‘

focused on foods with enhanced convenience for consumers, stores in ur- J ‘”
Chubu: 375

ban areas focused on beauty items, and stores featuring medical facilities.
“Pharmacies with

the function
of prescription
dispensing”
Expanding the standard

w, €
Establishing a prescription ~
dispensing and medical care

network by adopting three types
of community healthcare stores

We will proceed with a combination of the three
types of community healthcare stores: “pharma-
cies with the function of prescription dispensing,”
“pharmacies featuring medical malls or clinics”
and “on-the-premises” pharmacies. While achiev-
ing cooperation with local medical institutions, we . y

. ) . o “Pharmacies featuring
are working to ensure that patient information is medical malls or clinics”
shared regardless of the type of pharmacy that the Reinforcing cooperation with

. . X medical institutions from the
patients use, and establish a network of prescrip- perspective of local medical
tion dispensing and medical care to underpin local infrastructure
residents’ safe and secure daily lives.

e ! _ : =
A medical mall or clinic located on  model as an advantage FY 2019 result: Nagoya University

a store’s second floor or in that we have maintained Hospital Store
a parking area since our establishment

"On-the-premises”

of patient . _pharmacies
information Relnfor_cmg support fgr advanced
medical care as an important
base connecting core hospitals
and local stores

Mutual sharing

Integrated Report 2021
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Shimizuyama Store

Featured store

Connects patients in the community to better
healthcare as a store featuring a clinic

As one of the “pharmacies featuring medical malls or clin-
ics” out of the three types of community healthcare stores,
SUGI Pharmacy Shimizuyama Store (Midori-ku, Nagoya) invited
Shimizuyama Skin Clinic (Director: Dr. Akinori Hayakawa, derma-
tologist) to the store’s premises. The clinic was opened adjacent
to the store.

Patients at the clinic can visit Shimizuyama Store immediately
after receiving diagnosis and treatment to have their prescriptions
dispensed. In addition, as the store offers a number of hygiene
items for patients with skin diseases, such as gauze, they can
select items in accordance with their symptoms. Moreover, for
the many patients interested in beauty, the store provides sub-
stantial counseling services, including suggestion of supplements
and dietary guidance.

GROWTH FOUNDATION DATA & PROFILE

Shinjuku 3-chome Store

Developed into a beauty-focused store through
integration of physical and digital assets

SUGI Pharmacy Shinjuku 3-chome Store boasts the great size
of its area for beauty products among the SUGI Pharmacy Group. It
is one of the largest drugstores around the Shinjuku 3-chome area,
having two floors of sales space. The store’s greatest advantage is
having a prescription dispensing pharmacy, in addition to the large
selection of health and beauty items. Customers can fulfill their
wishes to become healthier and more beautiful.

The store focuses on offering customer experiences through the
contact points featuring the integration of physical and digital assets.
It makes suggestions to customers according to their preferences
through the apps and adds to their interest using digital signage;
features a collaborative on-site shopping area allowing customers to
purchase items of brands only available through one of Japan’s most
popular cosmetic shopping apps NOIN (this is the first project as a
drugstore); and organizes live events featuring Instagram.

Expansion of cooperation and collaboration

Inagora

Inagora Holdings Co., Ltd.

We collaborate with Inagora, whose
business includes the operation of Wandou,
one of the largest inbound/cross-border
e-commerce platforms featuring Japanese
items for Chinese customers. They are en-
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gaged in the business for Chinese people e e
planning to visit Japan through Chinese |@ rmses wses cswem

social media Weibo and Redbook, and the =
cross-border e-commerce business through
live stream sales on WeChat, one of the
most widely-used apps in China.

Weibo

The basic principle for our human resource strategy is:
“To be a company that considers human resources as an
asset, and allows each employee to achieve growth, feel job
satisfaction, and continue working without worries.” Based
on this, we promote our human resources strategy with the
three pillars of “human resources development,” “securing
human resources,” and “reform in human resources man-
agement.” By fostering and protecting our employees as
an asset, we will realize our management philosophy and
growth strategies.

Reinforcement of human resources and organizations

SNTIVFEN, EETSSENAT S

FRANEN- TR TR | 3 g
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Redbook Wechat WeChat Live stream

. Nationally
Registered :cer‘tifieﬁ

T
sales clerks * dletluans\ i
3 nll | S
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Growth Strategies

Lifetime Value

Reliable and convenience
drugstore in the neighborhood

We provide support tailored to the health stage of each customer, from primary prevention and secondary preven-
tion to medical treatment, elderly nursing care and terminal care, thereby establishing a lifelong relationship of
trust and underpinning their healthy, rich lifestyles and community healthcare.

We will underpin customers’ healthy, rich lifestyles and
community healthcare.

In addition to in-store
prescription dispensing,
SUGI pharmacy provides
home-visit care; | enjoy
services provided at
home, such as home-visit
prescription dispensing.

| am worried about my
health checkup results,
so | consulted about the
prevention of lifestyle-
related diseases and dieting
and bought supplements
and health food.

| consulted with a
pharmacist about my
child developing a sudden
fever; | am happy that
SUGI pharmacy in my
neighborhood was open
until late at night.

A
I am living alone for the
first time, so | bought daily
use items conveniently at a

store with a large selection
of items.

SI9Wwolsnd woJj 3snij

| bought cosmetic products
for the first time.

lthcare Expan- sion of needs in each categ

I bought snacks at a favorite
store in my neighborhood.

I bought items for my baby. ing to daily life support needs Responding to healthcare needs é

: = S | : e s : Home-visit prescription @ b ..
ty advisers Registered sales clerks 3 certified . COETETR di ina oh . = A Home-visit nurses
_ 5 o B i ticians :.- ispensing pharmacists § .‘... Ty

Period of communication with customers

Value creation

. . Lifestyle-related
Hosting seminars and events from stores

Disease Risk

SUGIsapo Walk

SUGIsapo Eats

SUGIsapo

A pedometer app that allows A diet recording app that allows A meal delivery service under Experi- Continu- Report
users to earn SUGIsapo Miles, users to earn SUGlIsapo Miles the supervision of nationally —— e . i =
which can be exchanged with just by taking photos of their certified dieticians _ oz i ence Community space ance !

SUGI Points meals

A wellness space where we provide
customers and patients with more detailed !
counseling on meals and exercise and =7
suggest solutions. ‘@D \
Here we make commitments to people at Diabetes
various health stages through our experts, Prevention

such as pharmacists and nationally Support Program
certified dieticians, and a wide variety of
products and services.

SUGI Pharmacy app

Joint campaign with Exchange with SUGI . Introducing devices that inspire Oh! Tassha-juku
business partners Points K a K a r | new awareness A three-month class on preventive care,
We gather and offer various Redeeming the points for An electronic prescription where partlopan.ts can learn how to build
information based on the rewards is also available on notebook app on which you can a body that requires no long-term care

needs of each customer. the app. register your family pharmacy x

N

oot

.arn-m#w«-
ST ok

*Produced by MedPeer, Inc.
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Growth Strategies

Promotion of DX* and Future Vision

* Digital transformation

Through integration of the physical and digital assets, we will effectively provide services tailored to the lifestyle
habits and health challenges of each customer.

~ In-store communication ™~ ( Online communication ~

More effective counseling supported by digital tools Providing customer-oriented services anytime, anywhere
Based on the product purchase history and other information collected through digital tools, Establishment of a relationship of trust with customers leads to their frequent visits, and makes it possible for us to
we will provide counseling tailored to the needs of each customer, thereby providing them with optimal value. utilize accumulated data and contact points for in-store counseling services.

Digital tools

i r——
MMatmeasitannsrrany

Counseling by experts Digital tools Counseling by experts
! ."-. b — =

We provide medication
instruction of higher
quality, utilizing
diagnostic inference
based on the prescription
information from the
next-generation receipt

~ computer PHARLO.

L Ensrwercrir,
PRPATIR Bty

KaKari

Family pharmacy support app kakari
* Produced by MedPeer, Inc.

It helps follow-up by pharmacists after medication
and online medication instruction.

Friarmacy Advanced Feceipt computer for Lighiring Our ways

I
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Personal cosmetics record Skin analyzer — -
We providg approp'riate counseling by using the product It provides an Al-based calorie calculation service and
Beauty advisers purchase history gained from electronic record of cosmet- Nationally certified dieticians a chat consultation by nationally certified dieticians.

ics purchases and information gained from skin analyzers.

Expansion of in-store and online communication through productivity improvement by DX

e Prescription dispensing ~ e

Establishing an
environment allowing
pharmacists to focus
on communication
with customers

by computerizing

the prescription
dispensing process

N S | J -

Product sales

Achieving information sharing and
productivity improvement at the
same time by introducing an app
that allows users to refer to video ;3
manuals and record files for store =
operation anytime, anywhere
within the stores

Contributing to the streamlining
of order placing, stock

control, and point redeeming
operations by introducing
portable information devices
and connecting them to various §
systems :

Q SEEMRES

Providing efficient, safe and
secure prescription dispensing
services by introducing picking
support systems and powder
medicine checking systems

juswanoidwi A}AdNpoid

yawanoidwi AiAdNpo.d
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Financial/Non-financial Highlights

Based on ensuring financial soundness, we implement “medium- to long-term improvement of ROE,” “continuous
and stable return to shareholders,” and “investment for growth.” In addition, with a view to achieving sustainable
growth, we also focus on support for the establishment of healthy local communities, eco-friendly initiatives with
business partners, establishment of a healthy working environment, contribution to the global environment, and

reinforcement of corporate governance.

(100 gillion yen) 6,025

5,419
5,000 4,884
4,570

4,307
4,000
3,000
2,000
1,000

0
2016 2017 2018 2019 2020 (FY)

Profit attributable to owners of parent

(100 million yen)
300

w211
200
179
164
149
100 I I [
0

2016 2017 2018 2019 2020 (FY)
ENENGEIRGGEE ROA
(%)
12.0
11.0
10.0
9.0
8.0

2016 2017 2018 2019 2020 (FY)
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Operating income

(100 million yen)
Al
300 297
247 258
228
200
100
2016 2017 2018 2019 2020 (FY)
ENENGEIRGGE ROE
(%)
12.0
11.0
10.0
2.0
2016 2017 2018 2019 2020 (FY)
EOENEERGC DM Total assets
(100 million yen)
4,000
3,459
3,137
3,000
2539 2,654
2,306
2,000
1,000
0
2016 2017 2018 2019 2020 (FY)

OVERVIEW
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Net assets/Equity ratio

(100 million yen)

2,500 100

I Net assets

-‘- Equity ratio 2/006

2,000
1827 T
® O

1,500

1,000

500

2016 2017 2018 2019 2020 (FY)

EOENCEIINGDE Net assets per share

(Yen)

4,000
3,000 2,956
2,694
2,559

2,349
2,000
1,000

0

2016 2017 2018 2019 2020 (FY)
\IEMENEEIRGGIE No. of employees
(Persons)
18,177

16,464
15,000 Total 14,252
ota

12,649 13.236
10,000 .

el es 1 1
5,000

Fi e

el es

0
2016 2017 2018 2019 2020 (FY)

* Number of partner employees converted into the number of 8-hour workers

GROWTH FOUNDATION DATA & PROFILE

Net income per share

(Yen)
400

336 341

300 287
259
236
200
100
0

2016 2017 2018 2019 2020 (FY)
EHENCEINNLDE Dividend per share/Payout ratio
(Yen) (%)
100 100
I Dividend per share
-‘- Payout ratio
80 80

80

80

2016 2017 2018 2019 2020 (FY)

Non-financial index No. of managers/
Ratio of female managers

(Persons) (%)
2,500 25

I No. of managers
-’- Ratio of female managers 3" 3

2,000

1,500

500

0
2016 2017 2018 2019 2020 (FY)

Financial/Non-financial Highlights
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Priority Issues (Issues of Materiality)

As a corporate group closely related to the lives of people in local communities, the SUGI Pharmacy Group believes
that sustainable corporate growth will be achieved by solving social issues to contribute to the establishment of a
sustainable society and by sequentially realizing our management philosophy. In 2021, we reviewed our priority
issues (issues of materiality) and specified five themes.

Sustainability Basic Policy

The SUGI Pharmacy Group aims to contribute to the sustainable development of local
communities through cooperation with stakeholders, in order to realize a vigorous
society by seriously addressing a wide variety of environmental and social issues and
increasing the number of healthy and energetic people through corporate activities.

Five themes and 16 priority issues (issues of materiality)

® Improvement of access to reasonable and quality
healthcare services

® Ensured safety in medical care and proper management
of medical and pharmaceutical products

® Improvement of convenience in everyday life and
support for the community

©® Health education and support for patients in the
community

© Improvement of therapeutic effects for patients

© Establishment of a robust society in terms of disaster risk

reduction and crime prevention

® Contribution to rich lifestyles through
products

® Maintenance of product safety

and security

® Establishment of a
responsible supply
chain management
system

® Personal information protection
and enhanced information Healthy
security Community

® Reinforcement of
corporate
governance

Sustainable
Business
Partnerships

Corporate
Governance

Contribution to
Local Communities

Contribution to
the Global
Environment

Healthy Workplace
Environment

® Human resources development
® Reform to realize healthy and safe working styles
® Utilization of diverse human resources

® Realization of a decarbonized society
® Realization of a recycling-based society

Integrated Report 2021

OVERVIEW STRATEGY

GROWTH FOUNDATION

DATA & PROFILE
Foundation for Growth

Process for identifying priority issues (issues of materiality)

We identified our priority issues (issues of materiality) through the process below. We will flexibly review them as necessary, in
accordance with changes in our business and the external environment.

Consideration of
the order of priority

Selection of priority issues Feasibility confirmation

After the board of direc-
tors reviewed the order
of priority, we finalized
the five themes and 16
priority issues (issues of
materiality).

We considered the order
of priority based on the
opportunities, risks and
major efforts for each is-
sue from the perspectives
of economic value and so-
cial value, and created the
materiality matrix.

First, we clarified our challenges based on inter-
views with the heads of departments and directors
in charge as well as on opinions from external spe-
cialists. Then we renewed the priority issues based
on the guidelines on sustainability (GRI, SASB), the
SDGs, ESG rankings, and the status of rival compa-
nies in and out of the country. In the renewal pro-
cess, we took into consideration our management
philosophy and Sustainability Basic Policy.

© Improvement of therapeutic
effects for patients

A1aos 1oy o

@ Establishment of a responsible
supply chain management
system

©® Reinforcement of corporate
governance

© Realization of a recycling-based society

© Utilization of diverse human
resources

Importance for the SU

Priority Issues (Issues of Materiality)
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Five themes and priority issues (issues of materiality)

Themes and issues of priority

Opportunities and risks

OVERVIEW STRATEGY

Major efforts

GROWTH FOUNDATION

Foundation for Growth

DATA & PROFILE

Related SDGs

Improvement of access to reasonable and
quality healthcare services

Opportunity

Capturing growing markets

® Increasing the number of stores with counseling
function

® Providing data-based healthcare services

Risk Customer retention by rival companies ® Enhancing online services
Ensured safety in medical care and proper Opportunity | Increase in customer satisfaction [ ColIIelcting negr—miss cases and sharing them for @ Providing information on m.edicall qnd
T - training and infrastructure development pharmaceutical products using digital tools
J P Risk Deterioration of brand value / Decrease in the number of patients @ Safely collecting medical and pharmaceutical oL Bloon
products 15 P products and medical equipment
T ‘ . . . —/\/\fv
« Improvement of convenience in everyday life Opportunity| - Capturing growing markets / Improvement in brand value ® Improving access to products and services ® Supporting activities by local communities
'-; d for th i ® Enhancing medical and elderly nursing-care services  and organizations —— o
‘: and support for the community Risk Customer retention by rival companies / Shrinking of the market for in-home patients sonsrueune I 11 Hocowines
o
E] 0 ‘ ; ; ; ® Providing more information to promote prevention @ Supporting patients and their families & AE@—
. . . ortunity |  Increase in customer satisfaction
g Health education and support for patients in pportunty and care nEEE
3, the community . . . . ® Providing information to and raising awareness of RESPONSBLE PARTNERSHIPS
q Risk Customer retention by rival companies patients and their families 1 ﬁgmgm 17 FORTHEGOALS
. Opportunity | Increase in customer satisfaction / Increase in dispensing fees ® Improving medication adherence by implementing ~ ® Improving therapeutic effects by providing m @
Improvement of therapeutic effects for follow-up medication management information to medical institutions
patients Risk s e ) Gt s ® Improving therapeutic effects by preventing
polypharmacy
. . . Opportunity| Improvement in brand value o ) } ) )
Establishment of a robust society in terms of pportuntty P © Establishing robust stores and infrastructure © Supporting disaster-affected people in local
disaster risk reduction and crime prevention Risk Suspension of operation due to natural disasters, etc. / communities
= Deterioration of brand value
I A Opportunity| Capturing growing markets / Improvement in brand value o } ) )
Contribution to rich lifestyles through pportuniy plunng g 9 P ® Providing health-conscious products ® Focusing on the development of high
w
. . . . - GOO| INDUSTRY, INNOVATION
S products Risk Rival companies capturing growing markets value-added products o st AONHISHIGIRE
o8
25 ‘ .
= Opportunity|  Improvement in brand value o . . A
ac Maintenance of product safety and security ® Establishing a product quality assurance system ® Focusing on the development of ethical
== D . . h . .
. . ® Disclosing information appropriatel roducts
So Risk | Customer defection ¢ PRIopriatey P 12 Socoen [ 17 it
S & ANDPRODUGTION
7
5 . .
[} . . . Opportunity| Cost reduction / Improvement in brand value ) : ) ) o ) m @
v Establishment of a responsible supply chain @ Managing supply chains appropriately ® Promoting smooth communication with
. li
management system Risk Cusiemer dEEeien suppliers
m (o) CLEAN WATER
o3 ® Shifting to renewable ener: ® Reducing environmental burden through e
o3 Realization of a decarbonized society Risk Cost increase due to carbon taxes / Deterioration of brand value 9 Wy 9 e 9
o g_ ® Reducing greenhouse gas emissions the entire life cycle
Tc
o3 Opportunity | Improvement in brand value / Cost reduction ® Promoting store development aimed at conserving 13 cumare 17 Pamessups
S o L . - water resources
30 Realization of a recycling-based society ; . .
2= ) Deteriorati ¢ brand val ® Promoting recycling through the cooperation of
20 Risk SUEEIETE @F [Pile) TS manufacturing, distribution and sales sectors
Opportunity | Inspired innovation ® Improving capacity development training for ® Proactively providing fields and
Human resources development employees opportunities for demonstrating abilities pm— D
g::: Risk Deterioration of competitiveness ® Shifting to a job-focused human resources system EUALY DRIV
mo
23 . g | i
3 < Reform to realize healthy and safe working Opportunity|  Enhanced recruiting capability / Inspired innovation ® Promoting health and productivity management ® Promoting work-style reforms
S g tvl ® Promoting establishment of a workplace pr— p——
% =L S Risk Employees leaving the company / Deterioration of brand value environment in consideration of employees’ safety 10 Nuines 17 st
Ao
3T
- — . . . . . . -_—
5 | o =) @
a Opportunity | Accelerated store launch / Inspired innovation ° (F;Ir\(/asrasll'gg fields and opportunities with a focuson ~ ® \I/Dveovrili?]glr;%lzysstems that support diverse :
Utilization of diverse human resources ® Fostering a corporate culture that respect
Risk Slowing store launch / Deterioration of brand value Ostering P P
diversity
. . . Opportunity| Improvement in corporate value ) ) ) . ) ) )
o Personal information protection and PP J P P ® Strengthening efforts for personal information ® Strengthening the information security
2 9 enhanced information security Risk Occurrence of risks in business continuity / Deterioration of protection and providing thorough training system and providing thorough training DeccTWORkAND [ B PEACESTICE
33 is corporate value /J ISTITUTIONS
59 '
= o Opportunity| Improvement in corporate value . ) ® Strengthening the risk management ‘I |
e ® Reinforcement of corporate governance , - — — ° Imprpylng board effectuvepess . system
Risk Occurrence of risks to business continuity / Deterioration of ® Providing thorough compliance training

corporate value
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Priority Issues (Issues of Materiality)

GOOD HEALTH QUALITY INDUSTRY, INNOVATION RESPONSIBLE 17 PARTNERSHIPS
AND WELL-BEING EDUCATION AND INFRASTRUCTURE FORTHE GOALS

Since the company’s establishment, we have developed the drugstore model of “pharmacies with the
function of prescription dispensing” aimed at contributing to local communities, ahead of our rivals.
At present, we have evolved it into a new business model covering self-care, elderly nursing care and
terminal care based on our Total Healthcare Strategy.

Improvement of access to reasonable and quality healthcare services

Increasing the number of stores with counseling function

In this era of digitalization, the importance of counseling

by experts at physical stores is increasing. The SUGI Pharmacy
Group is now working to integrate the records of customers
and patients, including product purchase information, coun-
seling history, and lifestyle-related records obtained through
our apps, including the number of daily steps and meals. Using
this information, we are striving to increase the number of
stores that can provide satisfactory counseling services based

Serving as “local alliance pharmacies” and “pharma-
cies allied with specialized medical institutions”

We will focus on serving as “local alliance pharmacies”
and “pharmacies allied with specialized medical institutions,”
both of which will be promoted as a national initiative.

As the SUGI Pharmacy Group has focused on the home-visit
prescription dispensing service ahead of its rivals, we will uti-
lize the accumulated know-how on home-visit prescription

dispensing and increase the number of stores providing the
service. Thus we will proceed on the development of local al-
liance pharmacies, which can share detailed information with
medical institutions at the time of patients’ admission and
discharge and can serve as a local healthcare hub to provide
comprehensive support in the phases of elderly nursing care
and terminal care.

We will also make efforts to serve as “pharmacies allied
with specialized medical institutions” with high-level pharma-
ceutical management functions that provide training for spe-
cialized pharmacists in the field of oncology and work in close
cooperation with medical institutions providing specialized
medical services.

Enhancement of the digital membership base

The number of our digital app members (SUGI Pharmacy
app, SUGIsapo Walk, SUGIsapo Eats, kakari (by MedPeer, Inc.))
is the base for a variety of digitalized healthcare services and
sales promotion tailored to individual needs. In FY 2020, we
focused on the promotion of each app and achieved 7.72
million downloads. With the goal of a total of 15 million
downloads of our digital apps (by the end of FY 2023), we will
enhance our digitalized healthcare services and sales promo-
tion tailored to individual needs.

Ensured safety in medical care and proper management of medical and pharmaceutical products

OVERVIEW STRATEGY

GROWTH FOUNDATION DATA & PROFILE

Foundation for Growth

Health education and support for patients in the community

Providing healthcare seminars by pharmacists

T e TS 4

Study meeting for medical and nursing
care personnel in the community

- o | ge
Study meeting for local residents  Online session in the COVID-19 pandemic

Providing specific health guidance at stores in local
communities
! e

Supporting children with intractable diseases and
their families

Improvement of therapeutic effects for patients

Implementing follow-up medication management
and providing information to medical institutions
By adopting preliminary counseling (providing medication
instruction to patients when they present prescriptions at the
counter), we aim to encourage pharmacists to concentrate on
communication with customers, which is their primary role.
In addition to detailed instruction to patients at the store,
pharmacists also provide follow-up medication management
service via smartphones after the patients return home and
take the drugs, thereby dealing with their problems anytime,
anywhere. In addition, we are making efforts to maximize the
therapeutic effects by providing information on the medica-
tion status of patients to medical institutions through the trac-
ing reports.

Strengthening cooperative framework to prevent
polypharmacy
Polypharmacy (multiple medication use causing harmful

effects) is a social issue primarily related to senior citizens.
To prevent this, we are undertaking joint research with the
National Center for Geriatrics and Gerontology on an opera-
tion model featuring enhanced cooperation between doctors
and pharmacists at hospitals and pharmacists at pharmacies.
We are working to eliminate polypharmacy by encouraging
smooth cooperation between doctors and pharmacists at hos-
pitals and pharmacists at pharmacies after patients’ discharge
(which is usually difficult), thereby increasing the effectiveness
and safety of the medical therapy.

Introducing error prevention systems in prescription dispensing
We have installed picking support systems and powder medi-
cine checking systems at all of our stores that provide prescription
dispensing service, and will make sure that all new stores will have
the same systems. Moreover, by proceeding with the introduction
of one dose package checking systems, we will support pharma-
cists in concentrating on communication with customers and es-
tablish a safe pharmaceutical environment.

Establishment of a robust society in terms of disaster risk reduction and crime prevention

(MAFWE () Fazanm “ D AF WS

Installing AEDs at many more of our stores
We are proceeding with the installation of AEDs primarily at stores with
a high risk of accidents involving senior citizens and those located in regions
where the local governments request us to do so.
AEDs are installed at 130 stores (approx. 10% of the total) as of the end
of February 2021 and we are planning to increase the rate to 20% by the end
of FY 2025.

b s

Improvement of convenience in everyday life and support for the community

Home-visit prescription dispensing and nursing services as a frame-  Status of home-visit prescription dispensing and
work underpinning the comprehensive community care system home-visit nursing service provision (s of February 2021)

Concluded a comprehensive agreement with Aichi Prefecture on the
achievement of “regional revitalization SDGs” (March 24, 2021)

“Helping local residents maintain their own lifestyles in familiar surround-  Home-visit No- of service stores 2l Supporting local disaster risk reduction efforts by local communities  contribution to the enhancement of | Achievements
ings” is the basic concept of the comprehensive community care system. To Fgg;‘;‘)sti'r?; No. of users (monthly average) 12,233 We are implementing various initiatives to solve challenges of local com- community safety and security by FY 2020
achieve this, we have provided home-visit prescription dispensing, home-visit No. of users (yearly total) 146,794 munities by concluding comprehensive agreements with local governments. ~ Total number of agreements 53
nursing, and life support (product sales and meal support) services to in-home  Home-visit EZ' Z: Zizscfriz:tti:; e 1 212 Regarding disaster response and disaster risk reduction, we are planning to ~_Comprehensive agreements 13
patients. In particular, we aim at providing home-visit prescription dispensing ser- nursing No: of users (yearly tofa]) 14'590 prowc.je support by offering disaster relief 9090'5' offer evacuation areas and Agfeemf”“ on services ot covered by heaith insurance 2
vice by pharmacists (the service we pioneered in the industry) to a yearly total of - supplies at the stores for stranded commuters in an emergency, and cooperate Watching-over agreements 9
250,000 people by 2025, along with home-visit nursing and life support services. with the local communities in implementing disaster drills. Disaster risk reduction agreements 29

Integrated Report 2021 Priority Issues (Issues of Materiality)
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Sustainable Business Partnerships

GOODHEALTH 9 INDUSTRY, INNOVATION 12 RESPONSIBLE 17 PARTNERSHIPS
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We will develop systems and promote initiatives to fulfill our responsibilities for the entire supply chain.
Moreover, through the procurement and development of safe and secure products, we will contribute to the
rich lifestyles of people in local communities. By sharing information and strengthening cooperation among
manufacturing, distribution and sales sectors, we will promote streamlining of the entire supply chain, such
as reduction of product returns and disposal and new product development based on the data of each.

@ Focusing on the development of high value-added
products
We are proceeding with the enhancement and update of
the product lineup of our private brand featuring the three
categories of royal, middle and basic. In particular, we focus on
the development of high quality and high value-added prod-
ucts. In the royal category, we will proactively promote the

Two kinds of horse placenta extracts with excellent health- and
beauty-promoting effects, which are used for various supplements
and beauty care products, are abundantly contained in this product:
50,000 mg* per bottle.

The pleasant flavor of La France Pear helps you continue to drink it.
This is recommended for you if you wish to lead a vibrant life or are
interested in beauty care from inside of your body.

* Horse placenta extract 20,000 mg, concentrated powder of fermented and
aged placenta extract 150 mg (equivalent to 30,000 mg of fermented and aged
placenta extract)

i FIevFEARMBRT I £
AFHEKEORLEEDESH—F T

[ P -

® Establishing a product quality assurance system

In FY 2020, we started reviewing the specifications of
our private brand products to develop and increase sales of
safe and quality products. In FY 2021, we will improve the
rate of compliance with specifications in cooperation with
our business partners.

Contribution to rich lifestyles through products

Maintenance of product safety and security

development of makeup and skincare items as well as prod-
ucts that satisfy the needs of customers suffering from sleep
disorder amid the COVID-19 pandemic, and those suffering
from high blood pressure, elevated blood sugar, and musculo-
skeletal deterioration reducing locomotive ability in the aging
society. We will also develop products to enhance inner beau-
ty, supporting users’ beauty from inside of their body.

Getting beautiful skin is the wish of all women. Our original skin-
care brand series Prieclat, developed to make your skin moistur-
ized, clear and firm, has sold 300,000 bottles in a year after the
product launch. In FY 2020, we released the rich beauty cream
“Cream W" that contains Nano Fiber Gel®.

Pri€clat

@ Increasing the lineup of eco-friendly* and community-
and society-oriented products

InFY 2021, we will start the development of an eco-friendly
private brand. Materials are selected from those contributing
to environmental conservation. We will also make efforts to
acquire certification of various kinds. From now on, we will
strive to increase the ratio of eco-friendly products to the entire
private brand products.

* We are planning to achieve eco-friendliness by using FSC certified paper, biomass plastic, vegetable ink, etc.

Establishment of a responsible supply chain management system

©® Managing supply chains appropriately

To achieve coexistence and co-prosperity with our busi-
ness partners and address various social challenges, we
hold briefing sessions to explain annual policies and plans
of the SUGI Pharmacy Group to our business partners. By
promoting their understanding and cooperation, we ex-
pect to receive their support for our business, such as the
improvement of products and services and streamlining of
operations, and advance environmental conservation and
other initiatives to realize a sustainable society.

Integrated Report 2021

OVERVIEW STRATEGY

Contribution to the Global Rl

Environment

GROWTH FOUNDATION DATA & PROFILE

Foundation for Growth

CLIMATE 17 PARTNERSHIPS
ACTION FORTHE GOALS

A sustainable global environment is essential for us to continue our business and store operations.
Therefore, we have been promoting environmental and other measures to realize a recycling-based

society and a decarbonized society.

Realization of a decarbonized society

In FY 2021, we will reinforce our efforts to realize a de-
carbonized society.

We will visualize our CO, emissions and formulate a plan
based thereon so that we can reduce our CO, emissions
in stages every year. We consider formulating medium- to
long-term goals while observing administrative trends.

©® Reducing greenhouse gas emissions and power con-
sumption (energy saving)

At our stores, headquarters and offices, we strive to re-
duce power consumption mainly through careful tempera-
ture control, air-conditioner cleaning on a regular basis, and
changing lighting-up hours. In addition, we are proceeding
with the replacement of conventional lighting with LEDs at
all of our stores.

Stores with LED lighting

(No. of stores)
1,500

Ok =

100

81

« 1004 1126 1}358

0
2018 2019 2020 (FY)

® Shifting to renewable energy

We will consider introducing a solar panel-based power
generation system into stores to encourage the shift to re-
newable energy.

® Disclosing information appropriately
We will advance appropriate information disclosure us-
ing the TCFD* framework.

We will establish a sustainability committee
led by the President, regularly report the ini-
Governance tiatives and outcomes to the board of direc-
tors, and develop a monitoring system by the
board of directors.

To assess the impact of climate change on
our operations, we will start scenario analysis

Strate . . Py
ay and conduct impact evaluation of significant
risks and opportunities.
i We will break down our business activities,
Risk . ) A
estimate the financial impact of each, and
management
develop countermeasures.
. We will develop indices for evaluating risks
Indices and e
goals and opportunities, and assess the progress

toward the goals.

* Task Force on Climate-related Financial Disclosures

Realization of a recycling-based society

We are taking environmental measures through the
efforts of reduction, reuse, and recycling (of waste) at our
stores, headquarters and logistics centers. In addition, we
started the efforts of “refusing” the things that may pro-
duce waste.

® Reducing the amount of waste through the cooper-
ation of manufacturing, distribution and sales sectors

In FY 2021, we will work with our business partners to
promote proper inventory management, reduction of prod-
uct returns, improvement of accuracy in placing orders (in-
cluding training for store staff), and review of the selling
price of almost expired products, thereby strengthening our
efforts throughout the entire supply chain to reduce the
amount of waste per store.

® Reducing the use of plastic

Since July 2020, we have charged for plastic checkout
bags and also made efforts to introduce plastic bags con-
taining biomass materials.

No. and weight of used checkout bags

FY 2019 FY 2020
No. of used bags
(unit: 1 million bags) 262 144
Weight of used bags
(unit: ton) 2,000 1.1 00

Rate of customers refusing Nearly
checkout bags halved
From July 2020 onwards

74.69

Priority Issues (Issues of Materiality)
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Healthy Workplace Environment

GENDER DEGENT WORKAND 10 REDUCED 17 PARTNERSHIPS
EQuALITY ECONOMIC GROWTH INEQUALITIES

FORTHE GOALS

Sla | 1D

Considering employees as an important asset that supports the company and improves our corporate
value, we are developing systems to ensure diverse careers and working styles, creating a workplace
environment where employees can work healthily and happily, and fostering a corporate culture

accepting human resources with diverse backgrounds.

Human resources development

® Improving capacity development training for
employees

We clarify the “required skills” for each task and role as
well as for in-house certification, and provide training for
employees to obtain such skills and demonstrate them on-
site. We will increase the average time of training provided
to each employee to promote human resources develop-
ment.

® Shifting to a job-focused human resources system

To train the management team, we have started re-
forms of the human resources system for managers. We are
making a shift to the job-focused evaluation system, under
which evaluations are made based on the level of achieve-
ment of required roles.

Reform to realize healthy and safe working styles

©® Promoting health and productivity management
—Certified again in 2021 as an outstanding enterprise
in terms of health and productivity management—

The SUGI Pharmacy Group was certified as a 2021 out-
standing enterprise (in the large-enterprise division) in terms
of health and productivity management. We were select-
ed as such jointly by the Ministry of Economy, Trade and
Industry and Nippon Kenko Kaigi, in recognition of our stra-
tegic efforts concerning health and productivity manage-
ment, based on the stance of viewing the enhancement of
employees’ health as a management issue.

Aiming to enhance employees’ health literacy and sup-
port their active efforts for health improvement, we are en-
couraging those who are likely to develop lifestyle-related
diseases in the future to improve their lifestyle habits to pre-
vent diabetes and other such diseases.

Moreover, we will make efforts to further increase the
rate of full-time employees who have undergone specific

health guidance by FY 2023. /
/ﬂ-ﬁ%

2021

RERERRIAAN

Health and productivity

Integrated Report 2021

—Certified as a Platinum Kurumin company—

SUGI Pharmacy is the first in the drugstore industry to
be certified as a Platinum Kurumin business operator. This
certification is granted to general employers that conform
to the designated standards regarding parenting support.
In FY 2020, 697 employees (651 women and 46 men) took
parenting leave, with the percentage of those returning to
work after their leave reaching 94%.

OVERVIEW STRATEGY

GROWTH FOUNDATION

Foundation for Growth

Utilization of diverse human resources

® Preparing fields and opportunities with a focus on diversity

We are strengthening our efforts for human resources development and im-
provement of the workplace environment so as to increase the ratio of female
managers to 30% by the end of FY 2029. Regarding human resources develop-
ment, we train employees to obtain and practice the skills to discover and resolve
essential challenges, communication and leadership skills, knowledge on prod-
ucts, specialized and managerial knowledge, and technical skills. Regarding the
improvement of the workplace environment, we focus on improving the benefits
package and encouraging each employee to present their opinions to the com-
pany, thereby reinforcing support for employees. We will also promote work-style

reforms to support a better work-life balance.

—Comprehensive parenting support—

6 weeks before childbirth 8 weeks after childbirth

I Maternity leave

Until the day
preceding the
child’s first
birthday

Special leave for

spousal childbirth

Parenting leave

Until April 30 following
the child’s second birthday

Extension
of parenting
leave

Until the child completes

third grade at elementary
school

Days off: Can select “Saturdays, Sundays and national holidays”
Working hours: Starting time and ending time can be fixed.

Commuting time: Commuting time of less than 60 minutes each
way is ensured through change in assignment.

Fixed working conditions for parenting

l

DATA & PROFILE

Until the child completes
his/her elementary school
program

9y} buipaadxy

spaepuels Aioynjels

Working-hour reduction for parenting

l

l

Leave for child nursing (Seven days per year; 14 days per year in the case of two or more children)

—SUGI Smile’s efforts—

Twelve in-house job coaches and 29 career counselors
provide operational guidance and daily support to 370 em-
ployees with disabilities working at seven offices nation-
wide. At stores, these employees do cleaning and arrange
products onto shelves, while at our headquarters, they sort
mail, do cleaning, and ship products to support logistics.

Percentage of employees with disabilities (FY 2020)

2.36%

Priority Issues (Issues of Materiality)
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Corporate Governance

DEGENT WORK AND 16 PEACE, JUSTICE
ECONOMIC GROWTH AND STRONG

M INSTITUTIONS
il 1 X

To become a company required by society, the Company has been working on achieving sustainable
growth and the improvement of medium- to long-term corporate value in collaboration with our
stakeholders. To that end, we continue to strengthen our corporate governance by improving the

soundness and transparency of management.

Board of Directors / Board of Auditors

® Composition of the Board of Directors
The Board of Directors consists of diverse directors in terms

of backgrounds such as expertise, experience and gender. The
number of directors is maintained at an appropriate level in
accordance with the provision of the Articles of Incorporation
to fully perform the function of the Board of Directors most
effectively and efficiently from the following viewpoints.

(1) Sufficient diversity should be secured to conduct deci-
sion-making and supervision of management.

(2) Discussions including concerns raised by the Independent
External Directors at the Board of Directors’ meetings
should be activated.

In principle, not less than one-third of the Directors are
Independent External Directors in order to make use of their
abundant experience and expertise outside the Company for
the management of the Company, and at the same time to
strengthen the supervisory function of the Board of Directors
and improve the transparency of management.

Number of Directors 6

Number of External Directors 3

Number of External Directors appointed as
independent directors

©® Composition of the Board of Auditors

The number of auditors is as provided for in the Articles
of Incorporation, and a majority of auditors shall be external
auditors. Persons with the insight, a high level of ethics, ob-
jectivity and integrity required for auditors will be appointed.
In particular, one or more persons with expertise in finance,
accounting and legal matters will be selected.

Number of auditors 3

Number of External Auditors 3

Number of External Auditors appointed as
independent officers

® Roles of the Board of Directors
The Board of Directors performs its supervisory functions
by realizing highly effective corporate governance. In addition,
it pursues the sustainable growth of corporate value by mak-
ing the best decisions using objective judgment and appropri-
ately exercising its authority.
(1) The Board of Directors makes important managerial decisions in
accordance with laws, ordinances, the Articles of Incorporation
and internal rules, and supervises business execution.

Integrated Report 2021

(2) Upon precisely understanding the cost of capital of the
Company, the Board of Directors formulates management
strategies and management plans taking into consider-
ation the management philosophy and changes in the ex-
ternal environment. The outline will be disclosed. As for
the formulated management strategies and management
plans, the Board of Directors annually checks and analyzes
the status of progress, reviews the business portfolio, and
revises, as needed, the management resources distribution
plans including new investments, establishment of new
stores, system investments, and investments in human re-
sources development.

(3) The Board of Directors proactively commits itself to finding
capable directors and top management in subsidiaries, and
formulating and operating an educational program aim-
ing to cultivate human resources. Furthermore, based on
the management philosophy and management strategies,
the Board of Directors appropriately supervises the content
of the same program, and subsequent allocation and ap-
pointment of the participants in the program.

(4) The Board of Directors delegates its decision-making to the
Representative Director in terms of business execution of
matters other than those to be decided by the Board of
Directors in accordance with laws, ordinances, the Articles
of Incorporation and internal rules.

(5) Directors and Auditors shall secure an 80% or higher at-
tendance rate of Board of Directors’ meetings.

® Roles of the Board of Auditors
As an organization independent from the management

team, the Board of Auditors performs audits concerning the

Directors’ business execution, the internal control system,

accounting and other matters.

(1) The Board of Auditors prepares a standard for appropri-
ate evaluation of the accounting auditor. On an annual
basis, the independence and expertise of the account-
ing auditor is evaluated based on the said standard, and
decides the details of the proposal for the general meet-
ing of shareholders in terms of appointment or dismissal
of the accounting auditor.

(2) The Board of Auditors secures sufficient cooperation
with External Directors so that they can smoothly collect
information by maintaining their independence.

(3) The Board of Auditors collects necessary and sufficient
information to perform appropriate audits by secur-
ing cooperation with the Internal Audit Department,
Finance and Accounting Department, Legal Department
and other related departments.

STRATEGY

GROWTH FOUNDATION

DATA & PROFILE

Foundation for Growth

Career Summary and Reasons for Appointment of Directors s of vay 19, 2021)

Mr. Eiichi Sakakibara has extensive experience
and profound insights regarding group man-

September 1986: Joined the Company :
e September 2008: M ing Director. Suai Ph Co. Ltd agement and the drugstore industry, and has
Eiichi eptemboer s anaging Director, sugi Fharmacy ¢o., Ltd. fulfilled his responsibilities such as management
Sakakibara March 2011: Rep‘resentatwe Director & President, restructuring including reinforcement of corpo-
Representative Sugi Pharmacy Co., Ltd. rate governance as well as implementing rein-
Director & March 2017: Representative Director & Chairperson, forcement of the revenue base of the pharmacy
Chairperson Sugi Pharmacy Co., Ltd. (to date) business and drug store business, which are the
May 2017: Representative Director & President, core businesses. Based on the above, we have
Date of birth: SUGI Holdings Co., Ltd. judged that he is the person most appropriate for
August 14, 1956 May 2021: Representative Director & Chairperson, !mplement|qg the corporate philosophy which
SUGI Holdings Co, Ltd. (to date) is the sustainable increase of corporate value
oldings to., L1d. {to date as well as management of the Group, and thus
reappointed him as Director.
Mr. Katsunori Sugiura, as Representative Director
March 2006: Joined the Company of Sugi Pharmacy Co., Ltd., ha]s been |r]volved in
March 2011: Managing Director, Sugi Pharmacy Co., Ltd management, CI has OREAE CIIE S
Katsunori : L . v profound insights in group management. He
March 2014: Representative Director & President, SUGI Smile has fulfilled his responsibilities by implementing
% Sugiura Co., Ltd. (to date) business development and development of busi-
3 Representative March 2017: Representative Director & President, ness collaboration, overseas projects, DX (digital
Director & President Sugi Pharmacy Co., Ltd. (to date) transformation), and ESG to realize the “total
. May 2018: Representative Director & Senior Vice President health care strategy” that is the business strate-
Patelofbu; May 2021: Representative Director & President, gy of the Group. Based on the above, we have
October 14, 1978 SUGI Holdings Co., Ltd. (to date) judged that he is the person who is appropriate
Director. SUGI M d I.C Ltd. (to date) for executive officer of the Group, which is aim-
IXSGeel, Sl (Hith J kS ing for the sustainable increase of corporate val-
ue, and thus reappointed him as Director.
Mr. Shinya Sugiura, as Managing Director of Sugi
Pharmacy Co., Ltd. and Representative Director
April 2004: Joined the Company & Presidgnt of.SUGI I.\/Iedigall Co., Ltd., has profes-
. March 2010: Director and General Manager, Home Healthcare | sional insights in medical, living-related service and
ivisi i product sales, and has fulfilled his responsibilities
Shinya Sales Division. Sugi Pharmacy Co., Ltd. d I d has fulfilled hi isibilitie
Sugiura | March2011:  Director, SUGI Medical Co,, Ltd. through reinforcement of the pharmaceutical busi-
Director March 2017: Managing Director, Sugi Pharmacy Co., Ltd. (to ness, Wh.'Ch is the core Susn;e;s olf :\he Grouz, coop-
date) gratlon in community-based health care an grow-
Date of birth: : a . ing the revenue base of the drug store business.
Q;Jh November 30. 1979 | &Y 2017: Director, SUGI Holdings Co., Ltd. (to date) Based on the above, we have judged that he is the
' May 2021: Representative Director & President, person who is appropriate for exercising leader-
SUGI Medical Co., Ltd. (to date) ship over the business development of the Group,
which is aiming for the sustainable increase of cor-
porate value, and thus reappointed him as Director.
Mr. Shigeyuki Kamino has been involved in the
April 1970: Joined Nagoya Railroad Co., Ltd. management of other companies for many
May 2007: Representative Director, Mie Sangyo Co., Ltd. (to | years. Based on his abundant experience in, and
Shigeyuki date) knowledge of, management, he has actively
Kami June 2008: Representative Director & Senior Vice President, | Made remarks and recommendations during de-
amino Nagoya Railroad Co, Ltd liberations of the Board of Directors’ meetings,
External Director Aoril 2009: - tative Di t é(P ident and has also served as Chair of the Nominating/
(oI ’ IR LN DAIRSa Ll A Remuneration Committee. We expect from Mr.
Date of birth: MEITETSU Department Store Co., Ltd. Kamino appropriate supervision and advice from
May 23, 1947 May 2012: Chairperson, Chubu Department Store a broad perspective based on his profound in-
Association sights and supervisory capabilities relating to cor-
May 2015: Director, SUGI Holdings Co., Ltd. (to date) porate management, and thus reappointed him
as External Director.
April 1983: Joined The Fuji Bank, Limited. (currently, Mizuho
Bank, Ltd.) . .
March 1994:  Registered as a Certified Public Accountant MS& YOSh'fko _HamiE hasl adbundgnt (ixpet;;enkc)e
January 2015:  Representative, Yoshiko Hayama Certified Public ?gwingraos G:sclzz?ﬁe d r;)ouvt\)/“ec gfcoug:nct)p:n d ar‘]’
Yoshiko Accountant Office (to date) external director and external auditor of listed
Hayama May 2016: Director, SUGI Holdings Co., Ltd. (to date) companies. She has also actively made remarks
External Director August 2016: Fellow Member, The Japanese Institute of and recommendations during deliberations of
Certified Public Accountants (to date) the Board of Directors’ meetings. We expect
Date of birth: June 2017: External Director, COCO'S JAPAN CO., Ltd. from Ms. Hayama high levels of expertise in
October 7, 1959 May 2018: External Director, Adastria Co., Ltd. (to date) terms QT business m_anagement ar_1d app_fopflate
March 2020:  External Director, Dynac Holdings Corporation _sugerVISICc;n an(ifngIce zrorr:‘ the wew_pou;t':)f an
(Member of the Audit and Supervisory independent officer, and thus reappointed her as
. External Director.
Committee) (to date)
June 2020: External Director, Zensho Holdings Co., Ltd. (to date)
April 1977: Drug Information Office, Faculty of Pharmacy,
Meijo University Ms. Michiko Hori has a high level of profession-
February 1980:  Drug Information Office, Faculty of Pharma- al knowledge in the medical field and extensive
Science, Teikyo University management experience at another company
Michiko Hori | April 1998: Executive Director, Japan Pharmaceutical Association| that provides medical information, also serving
. b i as a director at various institutions. She has also
External Director | May 1998 Director, SIC Co., Ltd. (to date) c ‘
April 2002: Member of the Board, The Japanese Clinical actlyely mgde r_emarks and recommen.dat'ons,
. Nutrition Association (to date) durlng deliberations of the Board.of Directors
Date of birth: e ) ) meetings. We expect from Ms. Hori appropriate
February 19, 1954 | September 2007: Director, Pharmacguncal F.ie.search Institute, supervision and advice based on her profound
Japan PharmaceutlcaIT.ralnmg Center (todate) | insights into corporate management and high
September 2015: Chairperson, Japan Ladies Independent Pharmacy | level of expertise in the medical field, and thus
Association (JLIPA) (to date) reappointed her as External Director.
May 2020: Director, SUGI Holdings Co., Ltd. (to date)

Corporate Governance
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Mr. Toshihiko Sakamoto has been involved H H H
i busines amaaement 2 other ompa. Remuneration System for Directors and Auditors
October 2001:  General Manager, Finance and General Affairs Division, nies, and has abundant experience in, and
_ Nagoya Branch, ITOCHU Corporation knowledge of, management. Furthermore, . . . L . .
m Toshihiko | | 5006 Representative Director & President, C&S Co, Ltd. he took office as a fulltime Auditor of ® Remuneration System for Directors and Auditors ® Nomination and Remuneration Committee
e Sakamoto | June 2009: Senior Managing Director in charge of human resources, mhc‘;r':‘epab”ii'r’]‘egs"aé’fzfgj ggisa‘:;m'\'l'\?e' Under the remuneration system for Directors and Auditors, As an advisory organization of the Board of Directors,
o External Audit: i i i i ) . » . . . " . . N .
¥ xternal Auditor finance and accounting and information systems, have judged that he is capable of strictly basic amounts are fixed for each title and position using re- we established a voluntary Nomination and Remuneration
Date of birth: ITOCHU Sugar Co,, Ltd. auditing the Company’s business from an . . . . . . L .
s o oy | May 2012: Auditor, SUGI Holdings Co., Ltd. objective viewpoint by applying his pro- muneration data and materials disclosed by specialized exter- Committee, a majority of which is composed of external offi-
ctober 25, ) . . L 4 . . . . . . . .
March 2017:  Auditor, Sugi Pharmacy Co,, Ltd. (to date) found insights concerning corporate man- nal organizations while considering the remuneration levels cers (External Directors and External Auditors).
May 2017: Full-time Auditor, SUGI Holdings Co., Ltd. (to date) agement and knowledge of the overall . . . . ] . . )
management of the Company, and thus of same-industry and same-size companies. The composition The remuneration for Directors is decided by the
reappointed him as External Auditor of the remuneration varies depending on whether Internal Representative Director who is delegated by the Board of
October 1993:  Joined KPMG Century Audit Corporation (currently, Ernst & wiscieK?anna Jacff“f,ﬂs&fsseﬂgfd%eﬂc'ﬂ da_ Director, External Director or Auditor. Directors following the deliberation of the Nomination and
HELBITTEN TS ing acco%nting audit for business Remuneration Committee within the limit of the remuneration
April 1997: Registered as a Certified Public Accountant corporations as a certified public
Kana Yasuda | March 2000:  Established Yasuda Tax & Accountant Office, Director (to date) | accountant and a certified public ® Structure percentage of basic compensation and amount as resolved by the general meeting of shareholders.
External Auditor | March 2004: Registered as a Certified Public Tax Accountant tax accountant, also serving as exter- rformance-link mbensation . ) . . . . .
September 2009: External Auditor, Simpo Co., Ltd. (to date) nal auditor and external director performance i ed co ) pensatio ) ) The remuneration Tor AUdltorS. is decided !n the_d|SCUSS|On
Date of birth: May 2010: Auditor, SUGI Holdings Co., Ltd. (to date) for listed companies, etc. We have The remuneration for Directors consists of basic compen- by the Board of Auditors following the deliberation of the
i . i appointed Ms. Yasuda as External . . . Lo . . . . L .
I e I e I I S e T sation (fixed) and performance-linked compensation in which Nomination and Remuneration Committee within the limit of
June 2019: External Director, Chuo Spring Co., Ltd. (to date) [uglp (D 9 h _— ) ) . ) .
June 2020: External Director (Member of Audit and Supervisory ?nl;?éﬂ?gin?gsaeiozzﬁfr‘gaﬁ:ﬁ:gggi' the contribution to the increase in corporate value by achiev- the remuneration amount as resolved by the general meeting
Committee), KONDOTEC INC. (to date) and abundant experience. ' ing the business target is considered. of shareholders.
August 1988:  Joined Tohmatsu & Co. (currently, Deloitte Touche Tohmatsu LLC) The remuneration for External Directors and Auditors is
March 1993:  Registered as a Certified Public Accountant composed only of basic compensation (fixed) from the view- @ Calculation method of performance-linked
May 2002: Partner, Tohmatsu & Co. (currently, Deloitte Touche Tohmatsu LLC)| Mr. Makoto Kamiya has profes- . . . .
April 2004: Registered as a Certified Public Tax Accountant sional knowledge and abundant point of their roles and independency. compensation
Makoto Partner, Tohmatsu Tax Co. (currently, Deloitte Tohmatsu Tax Co)| - experience developed as a certi- The structure percentage of remuneration for Directors is According to the degrees of achievement of the budget of
. October 2005:  Representative Partner, Tohmatsu Tax Co. (currently, Deloitte | fied public accountant and cer- . . " . S o . . . .
Kamiya Tohmatsu Tax Co) tified public tax accountant. We decided each time it is paid considering by verifying the remu- consolidated ordinary income for each business year, we have
External Auditor . : . h j hat he i le of . . . . . " .
July 2007: Managing Partner of Nagoya Office, Tohmatsu Tax Co. a;;?g:gs{ﬁytfﬁfﬁ|fng iﬁ‘;""zjﬁis nerations of other companies of the same industry and the set the basic amounts for each title and position, to which
Date of birth: (currently, Deloitte Tohmatsu Tax Co.) of External Auditor by aoplving a . L . . . L ] i
January 7, 1964 | May 2020: Director, Kamiya Makoto Certified Public Accountant, high lovel of expemseﬁngﬁrgmghis same size and taking into consideration the business results the degree of contribution by each Director is added. Then,
Certified Public Tax Accountant Office (to date) independent standpoint, and thus of the Company. The structure percentages of remuneration the Representative Director who is delegated by the Board of
May 2020: Aud!tor, SU.GI Holdings Co., Ltd. (to date) appointed him as External Auditor. paid to Internal Directors, External Directors and Auditors for Directors decides the amount to be paid following the deliber-
May 2020: Auditor, Mizkan Asset Co., Ltd. (to date) ) ) o ) o ) )
June 2020: Auditor, Yamazaki Mazak Capital Co., Ltd. (to date) the fiscal year under review are indicated below. ation of the Nomination and Remuneration Committee.
The reason for using consolidated ordinary income as the
Skills Matrix Categor Basic compensation | Performance-linked ind lcul h f linked . .
gory (fixed) compensation index to calcu a‘Fe the per ormance— inke compensa‘uon. is
o . because we consider that the improvement of comprehensive
Name oo Business Strate Sialicson e Finance / Accountin Healthcare ol ; ; ; Nitac e it
Management % | Human Resources | Risk Management 9 Internal Directors 67% 33% profitability including financial activities is critical.
Eiichi Sakakibara () (] o
Katsunori Sugiura ° ° ° External Directors 100% ® Calculation method of basic compensation (fixed)
. (o] - . . . . .
4 Shinya Sugiura ° ° ° and Auditors The amount of basic compensation (fixed) is deliberated
o
@ o . .
g | shigeyuki Kamino ° ° P by the Nomination and Remuneration Committee, and that
Yoshiko Hayama ® ° for Directors is decided by the Representative Director who is
Michiko Hori ° ° ® delegated by the Board of Directors whereas that for Auditors
> | Toshihiko Sakamoto ° ° is decided by deliberation of the Board of Auditors.
C
] Kana Yasuda ® ® . . . . . . . .
Q . Total amount of remunerations for the fiscal year under review including remuneration for Directors and Auditors
Makoto Kamiya (] [ ]
Basic compensation Bonus Total amount
. . . . . Category Number of persons m ¢ il ; i P
® Educational program (for officers including those of Content of the educational programs (v 2021) (millions of yen) (millions of yen) (millions of yen)
the major subsidiaries) ’ stud Director
. . . rogram tudy session
We continuously provide opportunities for External 9 y (of which, External Directors) 5(3) 109(14) 47(-) 157(14)
. . Legal and corporate Domestic and overseas
Directors and External Auditors to share our management e economic status
philosophy, management plan, business overview, finance, ) .
o Management and Finance Corporate governance code Auditor 4(4) 17(17) —(-) 17(17)
organization, etc. (of which, External Auditors)
We offer educational programs for Directors, Auditors and compliance e
Directors of the major subsidiaries concerning relevant laws, Organization and human Trend of capital markets Total
. . resource management (of which, External Directors 9(7) 127(31) 47(-) 174(31)
finances, corporate governance, risk management, etc. when .
. and External Auditors)
Management strategy Trend of medical systems

they newly take office.
f h ke offi . | . . Notes: 1. Total amount paid to Directors, etc. excludes the portion of employee’s salary for Directors who concurrently serve as employees.
After t ey take ofTice, we continuous y prowde or mediate 2. The upper limit on remuneration for Directors was resolved at 400 million yen per year (not including employee salaries) at the 25th general meeting of shareholders held on May
educational programs according to their duty, capability and o ) : 24, 2007.
) prog ) 9 . y P y Session with managers Accounting and taxation 3. The upper limit on remuneration for Auditors was resolved at 30 million yen per year at the 25th general meeting of shareholders held on May 24, 2007.
experience and offer them financial SUppOFt for the cost. 4. The above-mentioned figures include the remuneration paid to one External Auditor who resigned at the end of the 38th general meeting of shareholders held on May 20, 2020.
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Effectiveness Evaluation of the Board of Directors

® Effectiveness evaluation of the Board of Directors

For the purpose of securing further effectiveness and
improving the functions of the Board of Directors, we imple-
ment an effectiveness evaluation of the Board of Directors.

We conducted a written questionnaire survey and held
interviews on the self-evaluation with all Directors and
Auditors concerning the effectiveness of the structure, op-
eration and agenda of the Board of Directors, the systems
to support the Board of Directors, management strategy
and challenges.

Based on the results of the questionnaire survey, we
implemented constructive discussions for future initiatives
by sharing the current survey results within the Board of
Directors.

® Outline of the evaluation results
The effective evaluation conducted in the fiscal year
ended February 2021 indicated that effectiveness of the en-

Relationships with Shareholders

® Securing shareholders’ rights

As to all shareholders, including minority shareholders
and foreign shareholders, we are determined to appropri-
ately act to treat them substantially equally according to the
number of shares held, and secure shareholders’ rights as
represented by the exercise of voting rights at the general
meeting of shareholders.

In the case where we are to implement a capital policy
that may cause a change of control or a large-scale dilution,
we will resolve the matter by fully discussing the necessity
and rationality at the Board of Directors before providing
sufficient explanation to shareholders from the perspectives
of fulfilling fiduciary duties for shareholders.

® Constructive dialogues with shareholders and
investors
We endeavor to improve medium- to long-term corpo-
rate value through constructive dialogues with shareholders
and investors.

(1) We will focus on the improvement of IR activities to gain
understanding concerning our corporate philosophy,
management strategy, financial strategy, management
plan, business results and our concept of sustainability.

(2) The Representative Director and President will supervise
all aspects of dialogue, and consultation will be provided
by the relevant departments, if necessary.

(3) As for individual face-to-face meeting with shareholders
and investors, the IR department will serve as the con-

Integrated Report 2021

tire Board of Directors was secured at a high level.

Furthermore, in this survey, constructive opinions were
submitted in order to secure higher effectiveness such as
further improvement of discussion concerning managerial
opportunities and risks from the long-term perspective, im-
provement of educational programs for Directors and can-
didates for Directors, and further information sharing for
monitoring by the Board of Directors. The Board of Directors
also discussed those opinions.

® Future initiatives

In order to secure higher effectiveness, we endeavor to
consider long-term strategies to respond to changes in the
external environment such as the economy, the environ-
ment, medical system, etc. in the long run, improve educa-
tional programs for Directors and candidates for Directors,
and share the latest information including revisions to laws
and systems.

tact point, and the matter will be appropriately handled
within the reasonable scope based on the requests of,
and the purpose of the meeting with, the shareholders
and investors.

(4) In order to promote constructive dialogues with share-
holders and investors, the IR department and other relat-
ed departments will periodically exchange opinions and
share information based on professional viewpoints and
respond to the matter in cooperation with each other.

(5) Useful opinions and requests expressed in dialogues with
shareholders and investors will be provided to the Board
of Directors, etc. as necessary.

(6) The composition of shareholders will be checked period-
ically, based on which communication will be improved
in an appropriate manner in line with shareholders and
investors.

(7) In carrying out dialogues with shareholders and inves-
tors, we will comply with laws and ordinances and other
related rules, and manage insider information properly.

Status of dialogues with investors (FY 2020)

Financial briefing for institutional investors and Twi
analysts (1H and full-year) wice
Financial briefing small meetings for institutional 25 ti
investors and analysts times
Conference hosted by securities companies 6 times
Individual meetings for institutional investors 133 ti
(face-to-face meetings and interviews by phone) times

OVERVIEW STRATEGY

® Cross-shareholding

(1) In principle, we will not hold shares under a cross-share-
holding policy toward the improvement of corporate
value except for a case of strategically important collab-
oration and a case where the maintenance and develop-
ment of trading relationships are confirmed.

(2) As for shares held, we will periodically verify the ratio-
nality of holding the shares, and the Board of Directors
will check it on an annual basis, the details of which will
be disclosed. We will gradually sell the shares which we
considered less significant for continuing to hold while
checking the status of the relevant issuer.

(3) As for the exercise of voting rights of the shares held, we
will comprehensively determine by confirming in each
agendum whether it will contribute to the increase in
corporate value from medium- to long-term perspec-
tives while respecting the management policy of the
relevant issuer.

Basic Views on Corporate Governance

Based on our management philosophy, we believe that
we should contribute to society by effectively utilizing assets
and resources borrowed from society such as people, prod-
ucts, stores, money and information, and returning profits
to society. To that end, we position the enhancement of
corporate governance as one of the highest priorities of our
management. We have also established a basic policy for
the purpose of being a sound and highly transparent listed
company that provides accurate information to all stake-

Corporate Governance System
The Company has shifted to a

GROWTH FOUNDATION
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Foundation for Growth

® Disclosure
We appropriately disclose information on a timely basis

in compliance with laws, ordinances and related regulations

toward the realization of fair and highly transparent man-
agement.

(1) We will proactively disclose both financial and
non-financial information if such information is consid-
ered useful for shareholders and other stakeholders to
deepen their understanding of the Company.

(2) Disclosure will be made in such a manner that our share-
holders and other stakeholders can easily access it.

(3) From the viewpoint of information disclosure particu-
larly to overseas investors, we will prepare materials in
English concerning the Company profile, management
strategy, medium-term management plan, budget,
trend of business results, notice of convocation of the
general meeting of shareholders, corporate governance
basic policy and ESG. Those materials will be posted on
the website of SUGI Holdings Co., Ltd.

holders and promoting profitable and effective manage-
ment. We also endeavor to improve and further develop
our corporate governance by continuously examining the
content of the basic policy.

Visit our website for the basic policy

of corporate governance of the SUGI

Pharmacy Group.

URL: https://www.sugi-hd.co.jp/corporate_governance/basic_policy.pdf

Diagram of the Corporate Governance System

Company with Audit and Supervisory General Meeting of Shareholders

Board. In addition to the Board of
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Establishment of the Sustainability Committee

With the aim of promoting sustainability management, we have established the Sustainability Committee as an advi-

sory organization to the Representative Director & President.

(D The Sustainability Committee discusses the sustainability strategy and initiatives for the entire Group, and reports
and make proposals to the Representative Director & President.
@ The Sustainability Committee consists of members appointed by the Representative Director and President as ap-

propriate in light of the purpose of the committee.

® The Risk Committee and the Information Security Committee have been established inside the Sustainability
Committee as the bodies that manage relevant risks and perform tasks assigned by the Sustainability Committee.

Risk Management

For the purpose of promoting sound, highly transparent
and efficient management, the Board of Directors will improve
the systems concerning compliance, appropriateness of fi-
nancial reporting, risk management and others seeking more
effective functions in the internal control system from the per-
spectives of group management. And their operation status
will be supervised by utilizing the internal audit section. In or-
der to enhance the accuracy of internal control, we endeavor
to minimize the managerial risks through documenting and
monitoring the details of job duties of each Group company,
assumed risks and their countermeasures. The Representative
Director & President established the Risk Committee and
the Information Security Committee inside the Sustainability
Committee to control high-risk fields in the management, thus
quickly improving relevant works and preventing accidents.

The Risk Committee prevents risks from occurring by
evaluating and identifying serious risks concerning corporate
management such as business strategy, natural disasters and
infectious diseases, and by taking actions beforehand. In the
event of a crisis, we are prepared to immediately establish a
separate “emergency task force” to act quickly and appropri-
ately.

® Inner Reporting System

For the purpose of preventing and correcting systematic
or individual’s violation of laws and ordinances or misconduct,
we have established a compliance counseling system, en-
abling employees to seek counseling anonymously. The Inner
Reporting System is operated in accordance with the internal
rules, and contact points are set within the Group and in ex-
ternal law offices.

In order to prohibit disadvantageous treatment of infor-
mants, and increase the profile and understanding of the
above-mentioned system, we have ensured that contact
information for the system is displayed at our stores and of-
fices, and have also distributed the Compliance and Disaster
Countermeasure Pocket Book. By doing so, we endeavor to
establish a sound reporting system.

Integrated Report 2021

Examples of the major risks to be managed

Risk Examples of the major risks

1. Risks concerning business strategy

Intensified competition with industry
Business peers and different industries
environment Industrial reorganization and oligopoly
through large-scale M&A

1-1

Drastic reductions of drug prices and
Related laws and | dispensing fees

regulations, etc. Revisions to related tax systems and
accounting standards

Failure in investments in new stores

1-3  Investments Failure in M&A investments

2. Risks relating to natural disasters and infectious diseases, etc.

Stagnant economic activities
Suspension of business activities due
Large-scale to damage to stores, offices, systems
disasters and employees

Damage to properties held and repair
costs arising from it

2-1

Damage to stores and facilities due to
typhoons, heavy rains, etc.
Introduction of a carbon tax, etc. due
to the strengthening of regulations

2-2 Climate change

Stagnant economic activities
. Self-restraint and suspension of
Infectious . A
2-3 . business activities at stores
diseases . . L
Suspension of business activities due
to infection of employees

OVERVIEW

STRATEGY

Risk

Examples of the major risks

3. Risks relating to corporate management

3-1

Wrongdoing
and accidents

Occurrence of serious mistakes in
prescription dispensing

Fraudulent activities by directors or
employees

Defective products, foreign
substance mixing, and inappropriate
labeling

3-2

Information
security

System failures caused by accidents,
defects, etc.

Illegal invasion and unauthorized
access from external network

Virus infection

Leakage of customer information

3-3

Human rights

Worsening of work environment
and safety and health

Act of human right violation
(harassment and discriminatory
practices)

34

Human
resources

Shortage of managerial human
resources

Intensified competition for hiring
capable human resources

3-5

Supply chain

Human rights and environmental
issues concerning supply chain
Changes in purchase prices

GROWTH FOUNDATION

DATA & PROFILE

Foundation for Growth

® Information Security Basic Policy

We have been engaging in management to contribute
to society by effectively utilizing assets and resources bor-
rowed from society (people, things, money, information,
etc.) and continuing to provide profits to society. To realize
this, we understand that it is our managerial top priority
issue to strengthen information security of the entire Group
by protecting our customers’ personal information and oth-
er information assets owned by us from various threats in-
cluding unauthorized access and cyber attacks.
Based on this concept, we established “Information Security
Basic Policy.” Going forward, we will endeavor to maintain
and improve information security through compliance with,
and proper handling of, the aforementioned policy and
“Handling of Personal Information (Privacy Policy)” by the
directors and employees.

Visit our website for the

Information Security Basic Policy.

URL: https://www.sugi-hd.co.jp/information_security/basic_policy.pdf

Take-out and loss of data

Reinforcing the prohibition
on the connection of
in-house PCs to external
equipment

® Establishing an
investigation system in
case of information
leakage

® Ensuring evidence for
follow-up

® Installing a firewall
® Preventing virus emails
from being received

® We have security rooms and security cameras.

® We strive to increase our in-house security by distribut-
ing security cards to employees and granting them the
necessary access authority depending on their roles. In
addition, we focus on training employees, as needed,
for example by calling attention to the inadvisability of
posting improper messages on social media.

Corporate Governance
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Financial Indices

(Millions of yen)

FY 2016 Fy 2017 Fy 2018 FY 2019 FY 2020
Net sales 430,795 457,047 488,464 541,964 602,510
Operating income 22,832 24,760 25,817 29,762 33,701
Ordinary income 23,875 25,900 27,237 31,473 35,333
Profit attributable to owners of parent 14,947 16,411 17,940 20,782 21,120
Depreciation 5,599 6,455 7,389 8,412 9,940
Cash flows from operating activities 16,912 27,564 22,894 45,353 34,027
Cash flows from investing activities (18,439) (17,911) (22,362) (18,422) (29,254)
Cash flows from financial activities (3,506) (3,401) (13,897) (4,895) (5,274)
Cash and cash equivalents 41,425 47,676 34,311 56,347 55,845
End of consolidated fiscal year
Net assets 148,782 162,046 166,563 182,750 200,629
Total assets 230,664 253,989 265,481 313,757 345,933
Per share information
Net income (yen) 236 259 287 336 341
Net asset (yen) 2,349 2,559 2,694 2,956 3,245
Dividend (yen) 50 60 70 80 80
Management indices (%)
Equity ratio 64.5 63.8 62.7 58.2 58.0
Return on equity (ROE) 10.5 10.6 10.9 1.9 11.0
Return on total assets (ROA) 10.6 10.7 10.5 10.9 10.7
Payout ratio 21.2 23.1 24.3 23.8 23.4
Annual sales growth rate (%)
Al stores: Corporate group as a whole +3.8 +6.0 +6.9 +11.0 +11.2
All stores: SUGI Pharmacy operations* +5.8 +8.3 +9.9 +13.8 +12.7
Existing stores: Corporate group as a whole +0.6 +2.3 +2.2 +5.1 +4.3
Existing stores: SUGI Pharmacy operations* +1.1 +2.7 +2.6 +5.9 +4.7
Prescription dispensing information
Sales from prescription dispensing 75,484 84,108 91,074 105,279 117,597
Number of prescription sheets filled by us 6,982 7,704 8,698 9,833 10,101
Prescription cost (yen) 10,810 10,917 10,471 10,707 11,642

*"SUGI Pharmacy operations” presents only the number of stores of SUGI Pharmacy.
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Non-financial indices

GROWTH FOUNDATION
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Data & Corporate Profile

FY 2018 Fy 2019 FY 2020
Numbers representing the Company
Number of stores 1,190 1,287 1,391
Number of new stores 102 116 121
Year-end total square meters of sales floor 722,317 781,303 847,543
Numbers relating to customer base
Number of visitors per year 245,658,072 269,803,126 316,850,068
Number of SUGI Pharmacy point members 15,154,963 16,459,486 18,042,809
Number of SUGI Pharmacy app downloads" - 3,506,481 6,018,926
Number of SUGIsapo app downloads™ - 611,625 1,549,738
Number of kakari app downloads - - 161,060
Numbers relating to prescription dispensing
Number of prescription dispensing pharmacies 833 930 1,050
Percentage of prescription dispensing stores (%) 78.4 80.0 82.9
Number of prescription sheets filled by us (thousands) 8,698 9,833 10,101
Numbers relating to function updates for aging society
Number of stores providing home-visit prescription dispensing services 447 487 541
Total number of customers who used home-visit prescription dispensing services 115,326 128,880 146,794
Number of home-visit nursing stations 9 1 13
Total number of customers who used home-visit nursing services 11,645 12,453 14,590
Numbers relating to contribution to the enhancement of community safety and security
Total number of partnership agreements concluded - 53 58
Total number of stores where AEDs are installed 27 47 130
Basic numbers relating to employees
Number of full-time employees 5,494 6,182 6,710
Men 3,074 3,340 3,540
Women 2,420 2,842 3,170
Percentage of women 44.0 46.0 47.2
Percentage of partner employees (converted into the number of 8-hour workers) 61.5 62.5 63.1
Number of new graduates hired 568 590 726
Numbers relating to diversity and work style
Number of managers 1,536 1,679 2,005
Percentage of female managers (%) 11.6 13.6 15.6
Percentage of disabled employees (%) 2.47 2.54 2.36
Percentage of those returning to work after parenting leave (%) 90.1 93.4 93.7
Numbers relating to safety and health (%)
Regular health checkup rate 92.7 99.7 99.6
Specific health guidance rate (completion rate) 7.9 88.4 82.2
Numbers relating to the environment
Electric power consumption (thousand KWH) 240,121 250,121 To be fixed.

*1 This is the number since the revamp of the app in October 2018. *2 This is the total number of downloads of the Walk app and the Eats app.

Financial Indices/Non-financial indices
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Consolidated Balance Sheet

(Millions of yen)

(Millions of yen)

As of the end of As of the end of

As of the end of  As of the end of

OVERVIEW STRATEGY
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Data & Corporate Profile

Consolidated Statement of Income and Consolidated
Statement of Comprehensive Income

(Millions of yen)

FY 2019 FY 2020 FY 2019 FY 2020
(Feb. 29, 2020) (Feb. 28, 2021) (Feb. 29, 2020) (Feb. 28, 2021)
Assets Liabilities
Current assets N
Current liabilities
Cash and deposits 81,347 86,845
Accounts payable - trade 82,479 91,061
Accounts receivable — trade 28,211 31,655
o Income taxes payable 5,220 6,588
Securities 10,000 9,000
Inventory 63,668 71,165 Provision for bonuses 1,955 2,599
Others 13,669 15,207 Others 26,123 28,142
Allowance for doubtful accounts (13) 1) o
Total current liabilities 115,779 128,391
Total current assets 196,883 213,871
Fixed liabilities
Fixed assets
) } Retirement benefit liability 6,379 7,304
Tangible fixed assets
Buildings and structures 88,705 101,330 Asset retirement obligations 5,517 6,087
Accumulated depreciation (36,711) (41,419) Others 3,330 3,520
Buildings and structures (net) 51,994 59,910 ) R
Total fixed liabilities 15,228 16,912
Land 7,858 8,517
Total Liabilities 131,007 145,304
Construction in progress 4,822 2,861
Net Assets
Others 31,346 35,963
Accumulated depreciation (21,745) (25,043) Shareholders’ equity
Others (net) 9,601 10,919 Capital stock 15,434 15,434
Total tangible fixed assets 74,276 82,209 )
Capital surplus 24,632 24,632
Intangible assets 3,542 5,326
Retained earnings 151,807 167,983
Investments and others
. Treasury stock (9,297) (9,298)
Investment securities 3,342 6,032
Long-term loans receivable 4 4 Total shareholders’ equity 182,577 198,751
Deferred tax assets 8,603 9,839 Accumulated other comprehen-
sive income
Guarantee deposits 22,861 25,747 Valuation difference on avail-
o 317 2,208
able-for-sale securities
Others 4,265 2,938 .
Remeasurements of defined
- (144) (329)
benefit plans
Allowance for doubtful accounts (23) (36)
. Total ac;umulated other com- 172 1878
Total investments and others 39,054 44,527 prehensive income
Total fixed assets 116,874 132,062 Total Net Assets 182,750 200,629
Total Assets 313,757 345,933 Total Liabilities and Net Assets 313,757 345,933
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Consolidated Statement of Income FY 2019 FY 2020
(Mar. 1, 2019 to Feb. 28, 2020) (Mar. 1, 2020 to Feb. 28, 2021)

Net sales 541,964 602,510
Cost of sales 379,782 421,219
Gross profit 162,182 181,291
Selling, general and administrative expenses

Salaries, allowances and bonuses 54,708 60,524

Provision for bonuses 1,934 2,576

Retirement benefit expenses 1,131 1,081

Rent expenses 25,926 30,122

Others 48,718 53,284

Total selling, general and administrative expenses 132,420 147,590
Operating income 29,762 33,701
Non-operating income

Interest income 93 88

Dividend income 6 60

Gain on donation of non-current assets 595 439

Rental income 1,660 1,801

Commission income 566 464

Subsidy income - 550

Others 381 302

Total non-operating income 3,304 3,708
Non-operating expenses

Interest expenses 22 21

Rental costs 1,142 1,425

Loss on retirement of non-current assets 249 135

Others 178 493

Total non-operating income 1,592 2,075
Ordinary income 31,473 35,333
Extraordinary losses

Impairment loss 1,546 3,812

Total extraordinary losses 1,546 3,812
Profit before income taxes 29,926 31,521
Income taxes - current 10,496 12,355
Income taxes - deferred (1,352) (1,955)
Total income taxes 9,144 10,400
Net income 20,782 21,120
Profit attributable to owners of parent 20,782 21,120

(Millions of yen)
Consolidated Statement of Comprehensive Income FY 2019 FY 2020
(Mar. 1, 2019 to Feb. 28, 2020) (Mar. 1, 2020 to Feb. 28, 2021)

Net income 20,782 21,120
Other comprehensive income

Valuation difference on available-for-sale securities 66 1,890

Remeasurements of defined benefit plans (25) (185)

Total other comprehensive income 41 1,705
Comprehensive income 20,823 22,825
(Breakdown)

Comprehensive income attributable to owners of parent 20,823 22,825

Consolidated Balance Sheet/Consolidated Statement of Income and Consolidated Statement of Comprehensive Income



Consolidated Statement of Cash Flows

(Millions of yen)

FYy 2019
(From Mar. 1, 2019 to Feb. 29, 2020)

FY 2020
(From Mar. 1, 2020 to Feb. 28, 2021)

Cash flows from operating activities

Profit before income taxes 29,926 31,521
Depreciation 8,412 9,940
Impairment loss 1,546 3,812
Increase (decrease) in provision for bonuses 610 643
Increase (decrease) in retirement benefit liability 646 644
Increase (decrease) in allowance for doubtful accounts (14) 0
Interest and dividend income (100) (149)
Gain on donation of non-current assets (397) (271)
Interest expenses 22 21
Loss on retirement of non-current assets 45 10
Decrease (increase) in trade receivables (8,391) (3,443)
Decrease (increase) in inventories (4,099) (7,445)
Increase (decrease) in trade payables 24,225 8,586
Others 2,417 1,081
Sub-total 54,851 44,952
Interest and dividends received 29 84
Interest paid 18) 17)
Income taxes paid (9,508) (10,993)
Net cash provided by (used in) operating activities 45,353 34,027
Cash flows from investing activities
Payments into time deposits (62,000) (67,000)
Proceeds from withdrawal of time deposits 66,000 63,000
Purchase of securities (37,000) (32,000)
Proceeds from redemption of securities 42,000 31,000
Purchase of property, plant and equipment (19,389) (18,627)
Purchase of intangible assets (998) (2,936)
Purchase of investment securities (2,011) (43)
Collection of loans receivable 1 0
Payments of guarantee deposits (4,659) (2,505)
Proceeds from refund of guarantee deposits 488 267
Others (853) (408)
Net cash provided by (used in) investing activities (18,422) (29,254)
Cash flows from financial activities
Purchase of treasury shares 0) (1)
Repayments of finance lease obligations (244) (328)
Dividends paid (4,634) (4,944)
Others (15) ()
Net cash provided by (used in) financial activities (4,895) (5,274)
Net increase (decrease) in cash and cash equivalents 22,035 (502)
Cash and cash equivalents at beginning of period 34,311 56,347
Cash and cash equivalents at end of period 56,347 55,845
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Corporate Profile

Trade name:
Established:
Capital:

Number of employees:
Major operations:

Headquarters:

Main store:

Number of stores:

SUGI Holdings Co., Ltd.

March 8, 1982

15,434,588,000 yen

6,710 (on a consolidated basis)
Control and management of companies
operating in such fields as prescription
dispensing, drugstores, and home-visit
nursing stations

62-1, Shin’e, Yokone-machi, Obu-City,
Aichi Prefecture 474-0011

1-8-4, Mikawa Anjo-cho, Anjo City,
Aichi Prefecture 446-0056

1,391 (Total of the Group)

- Sugi Pharmacy: 1,267

- Japan: 111

- SUGI home-visit nursing stations: 13

Directors (as of May 19, 2021)

Representative Director

& Chairman: Eiichi Sakakibara
Representative Director

& President: Katsunori Sugiura
Director: Shinya Sugiura

External Director:
External Director:
External Director:
External Full-time
Auditor:

External Auditor:
External Auditor:

Shigeyuki Kamino
Yoshiko Hayama
Michiko Hori

Toshihiko Sakamoto
Kana Yasuda
Makoto Kamiya

Share Price Chart *Adjusted prices after stock split are shown.
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(As of February 28, 2021)

Stock Information

Total number of shares authorized to be issued by the Company:

200,000,000
Total number of issued shares: 63,330,838
Number of shareholders: 27,585

Share distribution according to shareholders
M Financial institutions: 14.46%
M Financial instrument

business operators: 1.12%
[¥ Other domestic

corporations: 35.21%
[ Foreigners: 31.67%
M Individuals and others:  15.14%

Treasury shares: 2.40%

Major shareholders (Top 10)

Number of

shares held Shareholding
Name (Unit: thousand) ratio (%)
Sugi Shoji Co., Ltd. 20,605 33.33
The Master Trust Bank of Japan (trust account) 3,878 6.27
Katsunori Sugiura 1,892 3.06
Shinya Sugiura 1,892 3.06
Custody Bank of Japan, Ltd. (trust account) 1,658 2.68
THE BANK OF NEW YORK MELLON 140051 1,472 2.38
Tsuruha Co., Ltd. 1,272 2.05
STATE STREET LONDON CARE OF STATE
STREET BANK AND TRUST, BOSTON 1199 1.94
SSBTCA/C UK LONDON BRANCH ! :
CLIENTS- UNITED KINGDOM
STATE STREET BANK AND TRUST COMPANY 505223 1,086 1.75
THE BANK OF NEW YORK MELLON 140042 1,015 1.64

(Notes) 1. We possess 1,517,115 treasury shares, but exclude ourselves from the above list of the major
shareholders.
2. The shareholding ratio is calculated after excluding our treasury shares.
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*1. FY 2001 represents the period from August 1, 2001 to February 28, 2002. *2. FY 2021 represents the period from March 1, 2021 to May 7, 2021.
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