



























































|

v 4 Providing a Stable Supply of High-Quality

38

Pharmaceutical Products

Providing a stable supply of high-quality pharmaceutical products

Providing patients a stable supply of high-quality pharmaceutical products is the
essential mission for Kyorin as a pharmaceutical company. As product quality
standards become increasingly strict, manufacturing costs rise, and manufacturing
technologies become more sophisticated, the Kyorin Group is responding to calls for
Sanutive Diesior stable supplies by bolstering our reliability assurance system while strengthening our
CMO, in charge of SCM supply chain management and working to increase production capacity and reduce
HQs and Quality Assurance Manufacturing costs. With the Takaoka Plant commencing operations in April 2024,

& Reliability HQs we have established a four-plant manufacturing structure. We are pursuing overall
optimization for our product lineup and working to maximize our product supply
capacity, while continuously investing in manufacturing resources and reducing costs
through process improvements, to create a sustainable manufacturing structure. All
departments are working closely together to enhance reliability and maintain stable
production by raising GxP* levels. Amid heightened demand for continued high quality
and safety, the Kyorin Group is pursuing businesses including diagnostics and the
development of therapeutic applications in addition to pharmaceuticals. By responding
flexibly and swiftly to these internal and external changes, we are contributing to
people’s health by providing a stable supply of high-quality products in compliance
with relevant laws and regulations.

*Various management standards in areas including pharmaceutical products

Michiro Onota

Changing environment Medium-term business plan

« Increasing demand for pharmaceutical companies to ensure reliability
« Diversification and increasing complexity of drug discovery modalities and basic

Vision 110 —Stagel- initiatives

te_chnologies _ . . o _ Business strategy
« Rising manufacturing costs and increasingly sophisticated manufacturing . . . . .
technologies Strengthening production capacity for drugs and reducing manufacturing costs

* Increasing geopolitical risks « Maximize production capacity through reliable operation of Takaoka Plant and overall

optimization of other plants
* Improve reliability and maintain stable production by raising the GMP level
« Reduce costs through continuous improvement activities

Opportunities
« Growing demand for high-quality products and stable supplies
« Increasing demand for generic products associated with measures to curtail drug costs
= Growing need for subcontracted manufacturing for foreign companies entering the
Japanese market

Strengthening reliability assurance system to support comprehensive business
development

« Strengthen our legal compliance system for pharmaceutical matters

« Promote prompt and reliable responses to changes in the environment surrounding
reliability assurance

Risks
= Annual drug price revisions that translate to higher cost of sales ratio
« Higher raw material prices due to increasing crude oil prices and logistics costs
« Emergence of quality issues in domestic and international supply chains

pharmaceutical products) can be raised further, we are
working to improve manufacturing e ciency by reducing

Takaoka Plant operations

The Takaoka Plant, which commenced operations in April
2024, was built in response to the need for increased
capacity to raise production of ethical drugs. The plant has
an annual production capacity of approximately 2 billion
tablets (solid oral formulations). To be mainly engaged in
generic drugs production, the plant was built to respond
flexibly with the manufacture of all products in addition to
those produced in large quantities. As a facility where levels
for GMP (good manufacturing practice, a standard for the
manufacture, management, and quality control of

some operations, eliminating others, and pursuing labor
savings to facilitate stable supplies and low-cost
manufacturing. In terms of the environment, the plant was
designed to significantly reduce CO2 emissions compared
with those of existing plants. We are working to limit its
environmental impact by actively utilizing liquefied natural
gas (LNG), other clean energy sources, and renewable
energy sources including hydroelectric power generation.
We are treating the improvement of plant utilization
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Takaoka Plant Location: Takaoka, Toyama

rates as an important step that will lead directly to the growth
of the generic drugs business. We first intend to bring
outsourced manufacturing in-house and build a structure for
increased production of priority generic products and
Mucodyne Tablets, with the aim of subsequently utilizing the
plant’s high level of operations by transferring the main
production of generics there at an early date.

Overall optimization of the manufacturing structure to
build a system for stable supplies

To date, we have been proactively taking advantage of the
special features of each plant site for the optimal alignment
of products to be manufactured, with the aim of maximizing
product supply capacity. At the Noshiro Plant, we have been
adding manufacturing equipment and strengthening human
capital (securing and training human resources) while
manufacturing tablets and capsules, primarily of new drugs.
The Shiga Plant has a high percentage of subcontracted
manufacturing sourced from outside the Group, including
drugs for the Japanese market sold by foreign pharmaceutical
companies. We are proactively promoting subcontracted
manufacturing to make it a reliable subcontracting plant.
The Inami Plant primarily handles generic drugs and also
manufactures solid formulations taken internally and
eyedrops. These three plants are working to raise GMP levels
and maintain and improve quality-control systems, while
establishing PIC/S* GMP compliance and building a supply
system for both domestic and overseas markets. Going
forward, we will pursue further overall optimization and
reinforcement based on this four-plant manufacturing
structure to strengthen our pharmaceutical production
capacity to build a system for stable supplies.

* PIC/S: Pharmaceutical Inspection Co-operation Scheme

Improving reliability and maintaining product quality
With quality requirements for products becoming increasingly
stringent, we are further strengthening and implementing the
structure for legal compliance and quality related to
manufacturing and quality to establish a quality-driven
culture. As a result, we are working to maintain quality
through various approaches, including cross-facility
reciprocal audits of GMP, reinforcement of data integrity
(framework ensuring data is complete, consistent, and

accurate), regular training and testing of employees, and the
use of video to teach standardized operations. In these ways,
we are working to provide products that earn the confidence
of patients and medical practitioners.

Increasing manufacturing e ciency to improve cost
competitiveness

To establish a manufacturing structure that ensures stable
supplies of pharmaceutical products and low-cost production,
we are introducing various practices to improve manufacturing
quality during the production process, including enhancing
manufacturing technologies and acquiring new technologies.
Going forward, we will strive to improve manufacturing

e ciency by appropriately deploying resources and
improving processes to ensure low-cost operations and
increases in production volume. In these ways, we will
solidify our structure to improve cost competitiveness.

Supply chain management (SCM)
As suppliers and partners become more global and modalities
more diverse, supply chains are becoming increasingly complex.
In response to this changing environment, we are building a
structure to monitor and control supply chain flows with the
aim of building resilient supply chains that visualize components
from upstream raw materials and pharmaceutical ingredient
manufacturing to final product manufacturing and supply.
Our pharmaceutical supply chain, which encompasses a
wide variety of items including raw materials, intermediates,
and pharmaceutical ingredients, is supported by numerous
suppliers in Japan and overseas. To continue providing stable
supplies without interruption in the procurement chain, we
consider it imperative to strengthen relationships with
individual suppliers by working closely and sharing information
with them. To hedge risks, we are striving to secure multiple
alternative suppliers and various transportation routes in
addition to our existing suppliers, while pursuing optimization
in logistics including importing and exporting, and strengthening
our ability to provide stable supplies. For even greater stability
of supplies, we are setting appropriate product-specific
inventory standards and procurement plans, while working
closely with marketing divisions for flexible procurement that
tracks daily changes for products with large seasonal
fluctuations or swings in popularity. Several challenges have
emerged in the past few years, including geopolitical risks,
exchange rate fluctuations, rising raw material prices due to
rising energy costs and semiconductor shortages, and a
logistics problem in 2024. Amid this situation, the Kyorin Group
will continuously strive to ensure stable product supplies by
reducing risks through production planning and inventory
coordination with internal manufacturers and external
subcontracted manufacturers, while developing multiple and
alternative suppliers and improving logistics e ciency.
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Value Creation Materiality: Providing a Stable Supply of High-Quality Pharmaceutical Products

Noshiro Plant  Location: Noshiro, Akita

Plant certifications Plant certifications

Environmental management system: ISO 14001

Occupational health and safety management

system: 1ISO 45001 system: 1ISO 45001

Sustainable procurement initiatives

Given the importance of striving to provide stable supplies of
high-quality products and build sustainable supply chains, we
ask for our suppliers’ cooperation based on their own social
responsibility. We have formulated a Sustainable Procurement
Policy to promote sustainable procurement activities that take
into account their e ect on the environment and society, and
carry out activities with high ethical standards in compliance
with the letter and spirit of laws, regulations, and international
rules in Japan and overseas.

Shiga Plant  Location: Koka, Shiga

Environmental management system: ISO 14001
Occupational health and safety management

Inami Plant Location: Nanto, Toyama

Plant certifications

Environmental management system: ISO 14001

Occupational health and safety management
system: 1ISO 45001

On-site investigations of suppliers

When selecting a new supplier, we begin transactions only
after confirming through an on-site investigation that the
supplier has measures in place for issues including legal and
regulatory compliance, labor safety, and environmental
protection. We regularly visit suppliers with whom we have
business relationships to maintain and enhance product
quality and the supply stability. When an on-site investigation
identifies issues needing correction, we propose
improvements, request an improvement plan, and follow up
on the improvement status.

Initiatives for stable supplies through sustainable procurement

Working closely with all suppliers in Japan and overseas is essential for providing stable supplies of
high-quality pharmaceutical products. While emphasizing ongoing communication, we are striving to
build relationships to share information about changes in the external environment with suppliers as
quickly as possible and flexibly take action. We have also formulated a Sustainable Procurement Policy
for the Kyorin Group. By building sustainable and resilient supply chains, we aim to be a company that

fulfills its social responsibility and a company whose significance is acknowledged by society.

Hiroki Sahashi
Manager, SCM Group, SCM HQs

Strengthening reliability assurance system to support comprehensive business development

Reliability assurance system

To ensure the stable supply of high-quality products, the roles
and responsibilities of the accountable corporate o cers and
three senior managers involved in manufacturing and sales
are clearly stipulated as per the Act on Securing Quality,

E cacy and Safety of Products Including Pharmaceuticals
and Medical Devices. At the same time, the Group complies
with the Good Quality Practice (GQP) and Good Vigilance
Practice (GVP) standards for pharmaceuticals. In the
diagnostics business, we have established a system that
conforms to the Quality Management System (QMS) standard
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for manufacturing and managing medical devices, in vitro
diagnostics, quality control, and GVP. Our Quality Assurance &
Reliability Division, which plays a central role in this process,
coordinates with the R&D, manufacturing, and sales divisions
to promote unified product reliability assurance initiatives
aimed at providing products and information that patients
and medical practitioners can use with confidence. In
addition, we promote proper use of our products and assure
their reliability by faithfully and promptly responding to after-
sales inquiries from patients and medical practitioners about
products’ e cacy, safety, and quality.

Quality assurance

The Kyorin Group has a quality policy for both ensuring product
quality and providing stable supplies. We are strengthening
operation of our manufacturing centers through management
of quality risk based on scientific evidence.

For pharmaceuticals, we have established a system to
supply high-quality products based on GMP standards in
cooperation with Group plants and other facilities from the
development stage. After launches, we carry out quality
assurance in compliance with GQP standards. We have also

created a distribution system that conforms to Good
Distribution Practice (GDP) standards for pharmaceutical
products, aiming to maintain product quality and ensure the
integrity of distribution processes, as we strive to guarantee
product quality and stable supplies from development and
manufacturing to distribution. For in vitro diagnostics and
medical devices (diagnostics business), we are committed to
providing high-quality products by practicing quality
assurance in compliance with QMS standards across all
stages, from design and development to sales.

KYORIN Pharmaceutical’s Quality Policy

standards.

“Kyorin continues to fulfill its mission of cherishing life and benefiting society by contributing to better health.” Following this
corporate philosophy, we provide high-quality products that are trusted by patients and medical practitioners.
» \We engage in appropriate quality-related activities in compliance with relevant laws, regulatory requirements, and internal

« We practice quality risk management based on scientific knowledge to ensure product reliability.
« \We strive to raise employee awareness of quality and foster a quality-driven culture with ongoing education.
« We work closely with subcontracted manufacturers and suppliers to ensure stable supplies of high-quality products.

« \We listen and respond sincerely to patients, medical practitioners, and others and actively strive to improve product quality.

Safety management

Drugs can be e ective for treating patients (benefits) but
can also have adverse side e ects (risks). Therefore, during
the development phase, we collect and manage safety
information on investigational new drugs and appropriately
monitor and evaluate changes in the safety profile of those
drugs. After a product is launched, moreover, side e ects
unforeseen during the development phase may become
apparent. For this reason, it is important to collect and
analyze a wide range of information about benefits and
risks after a product is launched and to quickly provide

Aiming to strengthen safety management further

appropriate information to the medical community, with the
balance taken into account. The Kyorin Group formulates
risk management plans and collects and manages safety
information by individual product. This approach includes
drug-monitoring activities for pharmaceuticals and medical
devices in compliance with GVP standards to ensure their
safety and proper use. We also conduct post-launch
investigations in accordance with Good Post-Marketing
Study Practice (GPSP) standards to collect and evaluate
information about the safety and e cacy of
pharmaceuticals after they are launched.

We pursue activities to monitor the safety of pharmaceutical products and minimize their risks, with

patients’ safety our highest priority. The 2025 revisions to the Act on Securing Quality, E cacy and

Safety of Products Including Pharmaceuticals and Medical Devices (the Act on Pharmaceuticals and

Medical Devices) call for strengthening safety assurance with the appointment of three senior

managers and require risk management planning for pharmaceutical products. We are going beyond

just responding to these more stringent legal requirements by continuously improving our risk

management system and by collecting and evaluating safety information to provide timely guidance Chie Kanari
on appropriate use to medical facilities, as we strengthen initiatives that allow patients to use our Director of

pharmaceutical products with peace of mind.

Pharmacovigilance,
Quality Assurance &
Reliability HQs
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Carrying Out Environmentally Friendly Business
Activities

1.5°C Scenario

Transition Risks

Carrying Out Environmentally Friendly Business Activities

Segment Event Risks Response policy

« Further promote activities to reduce C02 emissions

The Kyorin Group’s Charter of Corporate Conduct details our . ) .
with the establishment of the Environmental

understanding that “the tackling of environmental issues is a . . ' . .
Introduction of an « The introduction of an environmental (carbon) tax on Committee

mlsswr.] for all humanklnd_ and an |m_per_at|ve C(?mponent of the environmental greenhouse gas emissions related to research, « Transition gradually to electric power from renewable
very existence of corporations to which it remains voluntarily Governance - (carbon) tax manufacturing, and marketing could increase costs. ~ sources at plants and research centers
committed.” Business activities that take into account climate We have established an Environmental Committee, chaired by Policies, laws and » Replace sales force vehicles with hybrid vehicles

change and other environmental considerations are one the Director of General A airs and led by General A airs, to regulations « Efficiently use the EHS management system

opportunities and are addressing climate change and other
environmental issues.

example of our materiality. implement and promote environmental measures, including
Following our basic policy on sustainability, the Group ones addressing climate change, as a structure to consider
promotes reduced use of environmentally harmful materials environmental measures Groupwide. The committee is primarily and machinery

« The replacement of existing equipment with new
Installation of equipment  models that can operate with renewable energy asa = Consider new installations and systematically upgrade
result of newly enacted laws and regulations could equipment to energy-saving models and machinery
increase Costs.

and the e ective use of the world's limited resources through composed of directors, corporate auditors, and corporate
energy and resource conservation, waste reduction, and enhanced o cers responsible for plants and research centers doing
chemical substance management in all our business activities. business related to the environment in local communities or
By setting and constantly reviewing objectives and targets for involved in management strategies. It considers responses to Market
these initiatives, we are voluntarily and proactively committed to environmental issues (vision, targets, road maps, etc.), then

protecting the environment and preventing pollution.

« Increasing the percentage of electric power generated
from renewable energy sources could raise the cost of
Changes in procurement/  electric power procurement.
operational costs « Responses to transition risks by suppliers and
logistics subcontractors could increase manufacturing
reviews them. In coordination with environmental, health, and and logistics costs.

« Systematically introduce electric power generated
from renewable sources

« Consider installation of highly efficient machinery

« Cooperate with suppliers, logistics subcontractors, and
others to reduce logistics costs

safety (EHS) activities, the committee identifies and evaluates
Information disclosure based on TCFD recommendations risks and opportunities related to climate change and
We have endorsed the recommendations of the Task Force on comprehensively compiles additional measures that it proposes Evaluation
Climate-related Financial Disclosures (TCFD). Following those to the Management Committee, with the resulting decisions

« Delays in the Company's introduction of climate
change countermeasures could erode investor « Disclose timely and appropriate information including
confidence and negatively affect the share price. status of climate change countermeasures

« Insufficient disclosure of information could reduce « Participate in external surveys

Assessment from
investors

48

of “carbon neutrality by 2050” as part of our long-term vision.
We are considering a gradual transition and new capital
investments in energy from renewable sources to reduce CO
emissions, with a target of “reducing CO. emissions 46% from
the fiscal 2015 level by fiscal 2030

We are promoting the e ective use of the world’s limited
resources and have set targets to protect the environment
under the important themes of preventing global warming,
protecting resources, and living in harmony with the natural
environment. Our three plants, except the Takaoka Plant, which
began operations in April 2024, have obtained ISO 14001
certification, an international standard for environmental
management systems. We will maintain and continue these
measures going forward.
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from global warming and climate change themselves, as well
as changes to the business environment from long-term policy
related to climate change, are broken down as physical risks
and earnings opportunities caused by climate change and
transition risks to a decarbonized society, and undergo a
scenario analysis.

The scenario analysis is carried out by referencing
documents and materials including the Intergovernmental
Panel on Climate Change’s (the IPCC'’s) Sixth Assessment
Report’'s SSP1-1.9 (1.5°C scenario) and SSP5-8.5 (4°C scenario).

in climate patterns, higher
temperatures, rising sea

subcontractors could lead to higher market prices and
increase manufacturing and logistics costs.

recommendations, we have identified climate-related risks and reported to the Board of Directors. share price.
EHS* activities
. . . . o H
Oversight [ EoRrE of Biraaions ] Centrally managing and promoting environment and occupational health and safety, 4°C Scenario
- working to create comfortable workplace environments that reduce the environmental . .
Report | [, Instructions . i , Physical Risks
o . . burden and are in harmony with the environment
Decision making [ Management Committee | * EHS: Environment, Health, and Safety Segment Event Risks Response policy
Proposal - . .
Considerati - P ﬁl - - Coordination S L. « Localized heavy rains, large typhoons, etc., could
onsideration [E”V'm”mema ommittee EHS activities Direct damage from  C2USE flooding, halt operations, and necessitate « Consider and implement equipment plans that
Chair unusual wgather repair expenses at research, manufacturing, and envision water damage, etc.
Director of General A airs of KYORIN Pharmaceutical ‘ ~ Person fesponsible for EHS activities: ‘ Acute risk (typhoons, heavy rains logistics centers. « Carry out drills that envision emergencies
gi@”.ﬂifm T S Director of General A airs of KYORIN Pharmaceutical perationand o ) "« Inaddition to Group facilities, supply chain disruptions = Appropriately manage inventories
Senior Director of WATARASE Research Center, KYORIN Pharmaceutical i EHS Group Director ) management of EHS (aff_ec_tmg materials procurement and shipment * Secure multiple and alternative suppliers of materials
Director of Corporate Planning, KYORIN Pharmaceutical i EHS Group Secretariat )| 2ctvities Groupwide logistics) could occur.
General A airs, KYORIN Pharmaceutical (secretariat) R ! .
Role; \ ] « Several research and manufacturing centers are located
Consider responses to environmental issues related to climate change [ KYORIN Pharmaceutical J { KYORIN Rimedio } [ KYORIN Pharmaceutical Group Facilities near rivers, and sea levels are rising due to higher
EHS anager EHS Manager EAS Nanager Chenges inlocation f temperatures. Flood susceptibility countermeasuresin  Consider and implement equipment plans that
centers, procurement, and response to changes in climate patterns and reviews of ~ envision water damage, etc.
Strategy Risk management operati'ons from char;ges locations could increase costs. * Appropriately manage inventories
Regarding environmental issues, we are pursuing the challenge The e ects on the Kyorin Group's business and management Chronic risk * Responses to physical risks by suppliers and logistics Consider optimizing locations from a business

continuity planning (BCP) perspective
« Secure multiple and alternative suppliers of materials

levels, etc. . L ) .
« Air-conditioning temperature management in « Improve energy efficiency
manufacturing, warehousing, and logistics in response
to higher temperatures could increase costs.
Earnings Opportunities
Segment Event Earnings opportunity Response policy

« Increases in infectious disease from rising
temperatures could increase the Company’s business

Marketchanges  Changes in disease trends _ CPPo U

« Demand and scope of appropriate use of our products
for the prevention, diagnosis, and treatment of
infectious disease could increase and expand.

« Develop solution proposal activities for infectious
diseases
« Proactively invest in pipeline expansion
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Base to Support Value Creation Materiality: Carrying Out Environmentally Friendly Business Activities

Indicators and targets

Tackling environmental issues is a mission for all humankind. We are voluntarily pursuing the challenge of “carbon neutrality

by 2050” as an imperative component for the very existence of corporations.
2030 target: Reduce CO2 emissions (Scope 1 + Scope 2) 46% in fiscal 2030 vs. fiscal 2015 level

CO2 emissions and percentage reduction vs. fiscal 2015 (Scope 1 + Scope 2) level

()

[ co: emissions (- Percentage reduction vs. fiscal 2015 level (%)
| | 0

40000 33,560 :
10
30,000 25,005 24275 26,848
20,000 -20% o 1812
| -0
10,000
45% W
1 i i - 50
FY2015 FY2020 FY2021 FY2022 FY2023 FY2024 Stagel FY2030
KPI (target)
Measures toward achieving targets ReHP schematic diagram
Systematic upgrades and proactive capital investment in Multiple heat Multiple uses

equipment

To reduce COz emissions, we are systematically upgrading
antiquated manufacturing equipment, air conditioning, and
other equipment to new models with superior energy-
conservation functions, while introducing LED lighting and
other measures. In addition, we are currently considering
proactive capital investment in heat conversion and highly
e cient machinery and making preparations for concrete
implementation.

The Takaoka Plant uses equipment systems and
machinery much more e cient than ones at previously
existing manufacturing centers to reduce energy use. It is
also using liquefied natural gas (LNG), other clean energy,
and renewable energy including hydroelectric power to
reduce air pollution and global warming. As a result, COz
emissions in fiscal 2024 were reduced approximately 2,932
tons. We are also working to lessen the environmental impact
of wastewater and have completed installation of equipment
to prevent pollution of nearby rivers and emission of odors in
surrounding areas.

The WATARASE Research Center has installed ReHP*
technology. Operation of this system during fiscal 2024
reduced electric power consumption 68,375 kWh and CO-
emissions approximately 29.5 tons compared with those
from conventional heat pumps for air conditioning and
heating, achieving energy savings of approximately 35%.

Takaoka Plant
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sources
&> Air conditioning
Geothermal heat <—>

Hydrothermal <—>

&—  Water heating

dooj 4818\

Other uses
<~

of heat

* A Renewable Energy Heat Pump (ReHP) is a highly e  cient heat pump that uses
renewable energy. The ReHP installed at two adjacent buildings (CS and LAB1) at
the WATARASE Research Center uses geothermal heat and unused waste heat from
a water chiller as a heat source and circulates heated water in a single loop used by
air-conditioning and water-heating equipment to increase energy e  ciency.

Introducing renewable energy

We are working to reduce CO. emissions by gradually
replacing electric power at research centers and plants with
power from renewable sources. Of the electricity used during
fiscal 2024, the percentages derived from renewable sources
were 20% at the WATARASE Research Center, 20% at the
Noshiro Plant, 100% at the Takaoka Plant, 0% at the Inami
Plant, and 10% at the Shiga Plant.

Reducing number of sales force vehicles and replacing with
hybrid vehicles

From the perspective of preventing global warming, we are
reducing the number of sales force vehicles and replacing
vehicles with ecologically friendly versions including low-
emission vehicles and hybrid vehicles. As of March 2025, all

Other initiatives
Water resource management

In addition to monitoring the volumes of water intake and
wastewater outflow, we are striving to preserve water
resources by using wastewater treatment buildings and
primary treatment equipment at research centers and plants
for the appropriate management of the quality of water
outflow. Water intake during fiscal 2024 totaled 261 thousand
ms3, and wastewater volume amounted to 107 thousand ms3,
with wastewater pH, BOD, and SS at all research centers and
plants within standard levels.

KYORIN Group material flow (fiscal 2024)

Raw materials Materials

389t Total: 1,988 t
(PRTR substances: 7.2 t) Materials: 1,947 t
Paper usage: 41 t

Air pollution management
We regularly measure and manage soot particles as well as
NOx and SOx emissions from boilers and generators.

Reducing waste materials

We are proactively implementing 3R (reduce, reuse, recycle)
initiatives for waste materials to e ectively use limited
resources.

Chemical substance management

We strive to appropriately manage specified chemical
substances by following the Japanese government'’s Pollutant
Release and Transfer Registers (PRTR) system.

Energy Water

Total heat: 516,723 GJ
(crude oil equivalent: 13,327 kZ)
Electricity: 36,786
thousand kWh
Heavy oil: 913 £/
Kerosene: 2,287 i/
Gasoline: 1,081 i/

Total: 261 thousand ms3

Drinking water:
170 thousand m3
Groundwater:
91 thousand m3

INPUT
Research and .
Development Manufacturing Sales Management
OUTPUT
CO2 emissions Waste Sewer water Packaging recycled
554021t Generated: 715 t

Scopel: 12,767 t
Scope2: 11,508 t
Scope3: 31,127 t

Recycled: 446t
Landfilled: 32t

CO2 emissions (Scope 1, 2, and 3)

107 thousand m3 Total: 746 t

The Kyorin Group strives to expand the scope of coverage to calculate CO. emissions throughout its supply chains.

Scope 3 Scope 1 Scope 3

Other indirect emissions

& Purchased products and services

Direct emissions from the use of
fuel in-house and industrial

Other indirect emissions

% Waste materials from businesses

7‘374 t processes 284t
Capital goods ‘ Direct emissions Disposal of products sold
oo
B3 178t h 12767t % i
Fuel- and energy-related activities
@ not included in Scope 1 or 2 Scope 2
1,796 t Indirect emissions associated

Business travel

with use of purchased electricity

3 o S and heat
803 sales force vehicles met the standard for low emission, 1395t
and of these, 316 are hybrid vehicles, which were introduced e @ Indirect emissions from energy sources
in 2004. In addition, these vehicles adhere to the Ministry of ﬁ 11508t
the Environment’s “Eco-Driving” guidelines regarding their #2t
impact on the environment and for tra c safety.
Scope 3 ] Transport, delivery
Other indirect emissions  ©—°" 1001t
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Ensuring Thorough Compliance

Ensuring Thorough Compliance

Along with adhering to all laws, regulations, and codes of conduct in both letter and spirit, and promoting compliance with
high ethical standards, the Kyorin Group is engaged in activities that appropriately manage internal and external business-
related risks with the aim of continuously enhancing corporate value. Each Group company has a Compliance Committee and
a Risk Management Committee, which work to propose various policies and raise awareness, promote compliance and risk

management, and prevent legal and regulatory violations.

Compliance

Basic policy

An enterprise is required to promote the realization of a
sustainable society through the creation of added value and
employment that are useful to society and through autonomous
and responsible actions based on fair and free competition.
Following our corporate philosophy, the Kyorin Group conducts
its activities in Japan and overseas based on a high standard
of corporate ethics, in compliance with both the letter and the
spirit of relevant laws, regulations, and international rules.

Charter of Corporate Conduct and Compliance Guidelines
Using the Corporate Ethics and Compliance Guidelines, in
August 2006, we formulated the Charter of Corporate Conduct
and the Compliance Guidelines, which were revised in April
2019 to reflect our commitment to a sustainable society and
again in April 2023 to reflect the Group’s restructuring and
changes including legal revisions and social developments.
We are also building a structure to promote compliance,
including the establishment of a Compliance Committee, which
is chaired by the corporate o cer responsible for compliance
and led by Legal and Corporate Compliance. The committee
meets monthly and reports regularly on the content of its
meetings to the Management Committee.

Respect for human rights

Kyorin's respect for human rights is outlined in the Charter of
Corporate Conduct and the Compliance Guidelines. The Group
is managed with an understanding of international norms
related to human rights and with a priority on respect for the
human rights of all people. We have also established guidelines
to prevent harassment including sexual harassment,
harassment related to pregnancy, childbirth, childcare leave
and nursing care leave, as well as for the prevention of “power
harassment” by managers toward their subordinates.

Education and training

Companywide level-specific training and functional training
are held to teach corporate ethics and compliance, and

e orts are made to ensure that an understanding and
consideration of compliance are reflected in the work
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performed by directors, corporate auditors and o  cers, and
employees. We have designated June and November as
twice-yearly “compliance enforcement months” and are
working to ensure that compliance is thoroughly understood
and practiced through initiatives designated for each
department and employee.

Internal whistleblowing system

The Kyorin Group has established a “Corporate Ethics Hotline
to accept inquiries, consultations, and reports regarding
corporate ethics and responses to laws and regulations, etc.
The Group also accepts whistleblower reports of suspected
injustice or non-compliance via internal and external points
of contact. We strictly maintain the confidentiality of
whistleblowers, respect their privacy, and ensure that they
are not disadvantaged.

Whistleblowing reports: three (fiscal 2024)

Initiatives related to transparency in relationships
with medical institutions and other parties

The mission of a pharmaceutical company is to contribute to
the health and welfare of people around the world through
ongoing research and the development of high-value new
drugs that address medical needs and by providing stable
supplies of those drugs. To fulfill this mission, partnerships
with pharmaceutical companies, research laboratories, and
medical institutions including universities and others are
essential, and we are required to properly manage our
relationships where there is a potential conflict of interest
with pharmaceutical companies. Against this backdrop, the
Kyorin Group has established the Guidelines for Transparency
of Relationships between Corporate Activities and Medical
Institutions, etc., and the Guidelines on Collaboration with
Patient Groups and Transparency of Their Activities. In
accordance with these guidelines, we disclose information
about funding to medical institutions, patient groups, and
others on our website.

Risk management
The Kyorin Group companies have established the Risk
Management Committee, which is held once a month to

develop a management system that seeks to prevent the
occurrence of risks and handle any risks that arise. The
details of these meetings are regularly reported to the
Management Committee. The Risk Management Committee
oversees risk management initiatives across the entire
Group, while also promoting activities to be implemented as
necessary at respective divisions to build a structure to
identify potential risks, reduce risks, and prevent risk events
from occurring, and to minimize the damage from risk events
that do occur unavoidably. If a problem arises, it will be
reported to the corporate 0  cer in charge in a timely manner.
In the event of a natural disaster or other risk that could
significantly impact business, a Crisis Management
Headquarters, headed by the president, will be established to
manage the crisis.

Risks related to value creation

Business risks

The Kyorin Group carries out its business in compliance with
the Act on Pharmaceuticals and Medical Devices and other
relevant laws and regulations of Japan and other countries.
However, we recognize the following risks with the possibility
of substantial impacts on our operating results and financial
position from factors including major revisions to relevant
laws and regulations, medical system reforms, drastic
changes in market conditions, and large-scale natural
disasters. We are addressing these risks organizationally and
systematically. However, the risks and uncertainties that
could a ect the Group are not limited to these.

Potential risks

Major initiatives

Risks related to research and development
« Delays in or discontinuation of development for reasons including emergence of safety problems
or inability to confirm expected e ectiveness of development candidates

« Strengthening capability to create high-value new drugs that meet medical needs

{ = Significantly strengthening in-licensing capabilities
i« Expanding development pipeline

Risks related to stable supplies
« Delays in or cessation of manufacturing activities or purchasing due to unforeseen developments
* Product recalls, etc., due to emergence of problems with product quality, etc.

« Securing products and raw materials to fully meet demand
« Adjusting production plans and inventories through close coordination with subcontracted

manufacturers and suppliers

« Diversifying subcontracted manufacturers and suppliers of raw materials, etc.
{  Further increasing production capacity and productivity with four-plant structure
{ = Strengthening reliability assurance system in compliance with pharmaceutical-related laws and

regulations

Risks related to medical system reforms
« Unforeseeable drug price revisions or medical insurance system reforms

{» Maximizing ratio of new drugs to increase earnings strength
{ = Increasing cost competitiveness by reducing pharmaceutical manufacturing costs and optimizing

costs Groupwide

Risks related to alliances
« Dissolution of alliances, major changes in partners’ business strategies or operating environment

« Maintaining and continuously developing alliances by improving relationships with business

partners based on their sales strategies and R&D trends

Risks related to competition with other pharmaceutical products
« Competition from other companies' products, release of generic drugs
« Entry of companies from other industry sectors using advanced technology

{ Increasing market penetration of new drugs through solution provision originating in franchise

customer strategy

L. Developing generic drugs business utilizing Group’s unique strengths with focus on manufacturing

and sales of authorized generics

Risks related to the occurrence of side e ects
* Restrictions on use, product recalls, or cessation of sales due to unexpected serious side e ects
after market launch

i * Collecting and analyzing broad range of safety-related information after products are launched
{ Swiftly providing appropriate information to medical facilities

Risks related to intellectual property rights
* Business interruption or dispute due to Group's infringement on other companies' intellectual
property rights or outside parties' infringement on Kyorin's intellectual property rights

« Strict management of intellectual property rights

i » Ongoing monitoring to check for infringements by third parties

Risks related to base to support value creation

Potential risks

Major initiatives

Risks related to IT security and information management
« Unforeseen business disruption or external leakage of information, etc., due to computer
system failure, computer virus, cyberattack, etc.

« Introducing information technology (IT) security Services, carrying our regular data backups

{ = Formulating various information management regulations, carrying out thorough employee

training

Risks related to human capital
« Stagnant growth from inability to secure qualified, diverse human resources due to intensified
competition in hiring or drastic changes in labor environment

{* Appropriately operating human resources management system
{ = Proactively promoting initiatives for active participation by women, etc., and work-style reforms

that respect diverse values

Risks related to litigation
« Litigation related to intellectual property rights, product liability (Product Liability Act),
labor, etc.

* Response based on advice of experts, etc.

Risks related to environmental issues
« Violations of related laws and regulations due to accidents, etc.

with transition to a decarbonized society
« Changes at husiness locations and in procurement, operations, etc., due to damage from
irregular weather or changes in weather patterns

{» Compliance with relevant laws and regulations and creation of high voluntary standards
{ = Integration of the environmental management system and the occupational health and safety
« Introduction of environmental taxes, changes in procurement or operating costs, etc., associated

management system to promote environmental, health, and safety (EHS) activities throughout
the Group

« Estahlishment of Environmental Committee to conduct business activities that take into account
environmental impact at Group level

Risks related to large-scale disasters, etc.
« Plant closing, cessation of operations, etc., at manufacturing subsidiaries or suppliers due to
major natural disaster, accident, or pandemic

« Preparation of response manuals and implementation of drills to prepare for large-scale

disasters, etc.

| o Stable supply system through maintenance of specific amounts of product inventories, etc.

Risks related to fluctuations in financial markets
« Losses on import/export transactions, increased interest expenses, sharply higher purchasing
prices, valuation losses on pension assets, retirement benefit obligations, equity holdings, etc.

« Confirming financial market trends and reviewing forward foreign exchange contracts and fund
procurement methods when formulating management plans
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Strengthening Corporate Governance

Dialogue among Outside Directors

Kyorin's three outside directors had a conversation to exchange views on themes including the Company’s corporate
governance reforms and enhancement of the e ectiveness of the Board of Directors. They also expressed frank views
on issues and responses for achieving the long-term vision “Vision 110” and continuous growth going forward from their

respective perspectives.

Ken Shigematsu

Outside Director/
Independent O cer

What do you see as the role of outside directors?

Shikanai ——

When | took 0 ce as an outside director in 2013, discussions
about the Corporate Governance Code were just beginning
in Japan. As a director, | participated in the Board of Directors’
deliberations regarding the process in response to the Tokyo
Stock Exchange’s announcement of the Corporate Governance
Code in 2015 until its implementation at the Company. As

| am an attorney by profession, | had the option of 0 ering
opinions from an auditor’s legal perspective. But as an
outside director, | recognize that my primary role is to
present objective, third-party opinions to the Company’s
management. | am also a legal advisor or auditor at other
companies, so | try to give advice for enhancing Kyorin’s
corporate value based on factors including the management
at other companies and the types of corporate governance
recently being called for.
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Hiromi Watanabe

Outside Director/
Independent O cer

Noriyuki Shikanai

Outside Director/
Independent O cer

Shigematsu

| originally worked for a department store, spending many
years conducting business in the retail sector, which is the
farthest downstream market in supply chains and the
market closest to consumers. | was primarily engaged in
product development and international business and was
posted overseas. Later, | was involved in managing a
metalworking company in the manufacturing sector, which
is upstream in the supply chain. From experience in both
upstream and downstream industries, | believe two things
are important for corporate management regardless of the
industry. The first is to strive to enhance future corporate
value. The second is for corporate management to have
strictand e ective governance. | want to work with my
colleagues to think about how we can focus on setting the
direction of Kyorin's future.

Watanabe

I took 0 ce as an outside director in 2019, when boards of
directors were being called upon to ensure diversity in areas
including gender and international perspectives, and when
Kyorin had no female directors. As a medical doctor, | have
worked at various medical institutions including university
hospitals and have also been involved in university-level
teaching. Kyorin is famous for its Corporate Message of “Your
Health is Kyorin's Mission,” which convinced me to join the
Board of Directors to 0 er input as a doctor and despite no
experience in corporate management. In line with the
perspective of the Board of Directors’ diversity, | hope that

| express opinions from a woman'’s standpoint to help women
working at Kyorin thrive.

What is your assessment of the e ectiveness of the
Board of Directors?

Shikanai ——
| believe that years ago the Board of Directors had a strong
tendency to just formally approve proposals. As times
changed and a new generation of directors arrived, | feel
that e orts to enhance the board’s e ectiveness have led to
major changes in today’s board. Deliberations are much
more active than in the past. The board has become a venue
where directors engage in rigorous exchanges of opinions
from various perspectives.
Shigematsu
Kyorin's current Board of Directors is made up of three
internal directors and three outside directors, a composition
that ensures objectivity. When KYORIN Pharmaceutical marked
its 100th anniversary in 2023, the Company introduced a
new Group structure, clarified the roles of directors and
corporate o  cers, and separated the management supervision
and business execution functions. This change gave directors
a strong awareness of having greater responsibility for
supervision, with the authority for actual business execution
transferred to corporate o  cers.

| have been a director at several companies and believe
that Kyorin's Board of Directors functions e ectively with
appropriate corporate governance. For example, proposals
from outside directors are included in the schedule for
discussion topics at the Board of Directors’ meetings
throughout the year and debated. We also receive in-depth
explanations in advance for proposals to be presented at
every month’s Board of Directors’ meeting, with President
Ogihara participating. This arrangement means that on the
day of the meeting, we can participate in discussions with a
thorough understanding of the proposals being made.

Kyorin has also established a voluntary Committee on
Remuneration and Nominations, which ensures that the
systems for director personnel matters, evaluation, and
compensation operate appropriately, while leading
sequential discussions about succession plans to maintain
the management structure from a long-term perspective.
The majority of the members of the Committee on
Remuneration and Nominations are outside directors, a
composition that ensures the committee’s objectivity,
transparency, and independence.

Watanabe

Initially | did not understand many things, but the
opportunity to ask questions in advance about proposals is
very helpful. The Board of Directors itself operates within an
atmosphere that makes it easy for us to speak freely. Even
when | express an opinion that di ers with those of the
internal directors, they respond very flexibly and carefully
listen and consider what | say. Having discussions that
incorporate diverse opinions is very important. We strive to
create as many opportunities for this as possible.

Shikanai ——

In the 10 years since the Corporate Governance Code was
adopted, companies have responded in clearly di erent
ways, but Kyorin has made steady progress. | believe that
corporate governance reforms have been particularly

e ective under the current management structure. The
knowledge of the three outside directors is mutually
complementary, and we are constantly studying so that we
can contribute to expedited decision making and more
sophisticated management. We all have di erent
specializations, and | immediately share news and
information that | think will be useful with the two other
outside directors.

Shigematsu

In the United States, outside directors hold executive
sessions only among themselves to exchange opinions. At
Mr. Shikanai's suggestion, we regularly hold these sessions
semio cially. Japan’s Corporate Governance Code also
recommends the introduction of executive sessions. These
exchanges of information lead to more objective opinions
that contribute to enhancing Kyorin’s corporate value.

What are the sources of Kyorin’s strength?

Watanabe

| do not have many opportunities to talk with employees
directly, but | was able to communicate with employees at
the 100th anniversary ceremony in 2023 and do so when |
attend in-house awards ceremonies. Everyone has been
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very well mannered, energetic, and extremely sincere,
giving me the impression that they are friendly and easy to
talk to. | have been interacting with medical representatives
(MRs) for some time now and have found many of them very
talented. Their enthusiastic marketing activities make me
feel that the Company as a whole provides quality drugs
with a sense of their mission to contribute to medical care.

| believe that enhancing the capabilities of our employees
even further will lead to additional growth for the Company.
Shikanai ————

| do not have many opportunities to interact with employees
either, but when | met some young employees working on
the front line recently, | was very impressed. They are
enthusiastic and work diligently. | am sure that they will
produce results.

A pharmaceutical manufacturer carries a strong sense
of being in a kind of defensive industry, but a company
cannot grow if it is only defensive. | felt that the young
employees | met have the desire and enthusiasm to break
out of the shell of being defensive.

Shigematsu

| believe that Kyorin’s strength is in formulating plans and
then steadily realizing them. The Company is able to achieve
things systematically, and in this regard | believe the
Company enjoys a great deal of trust. As we approach the
110th anniversary of the Company'’s founding, the long-term
vision “Vision 110" aims for Kyorin to become “a company
that contributes broadly to people’s health by comprehensively
developing healthcare-related businesses, with a core focus
on the new drugs business, which continuously provides
high-value new drugs that meet medical needs.” We have
also set targets for the businesses in the priority areas of
respiratory, otolaryngology, and urology, and have clearly
laid out new areas of drug discovery research. These
business strategies themselves are Kyorin’s greatest
strength. The WATARASE Research Center, our R&D base
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for proprietary drug discovery, is a facility with an extremely
high level of drug discovery capabilities. | have very high
expectations for our drug discovery, which is focused on
this research center while we strengthen cooperation with
outside institutions. With the new Takaoka Plant completed
and full-scale operations begun in 2024, we have a structure
for increased production in the future. | also recognize that
Kyorin's marketing capabilities are in the top class of the
industry. The Company has significant potential in terms of
drug discovery, production, and marketing, with a good
balance among the three. The issue going forward will be
how to demonstrate these strengths.

What are the issues for future growth?

Shikanai ———
| believe that our business strategies have a very good
direction, but if | am forced to name an issue, | would say
international aspects. It is essential that we increase our
opportunities as a company for overseas cooperation,
including the in-licensing and out-licensing of pharmaceuticals,
and incorporate superior new ideas, technologies, and
management methods. This approach will significantly
broaden our possibilities for growth. As | mentioned
previously, the younger-generation employees are very
enthusiastic. | have high expectations for developments
in the future.

For 23 years, | taught at graduate schools, where
| considered interaction with students very important and
greatly enjoyed watching them grow. | sincerely hope that
everyone at KYORIN Pharmaceutical will pursue all kinds
of challenges and seize opportunities for growth.
Shigematsu ————
| see two main things that we need to do for the Company
to be forward looking and to ensure continuous and sound
growth. The first is to accelerate drug discovery. We are

already fully engaged in this but need to speed up our

e orts in light of technological development and intensifying
market competition worldwide. In addition to the drug
discovery we have carried out to date, we need to look for
more ways, including tie-ups with other companies, to fast-
track development. One feature of the pharmaceutical
business is that patents on the products themselves expire,
meaning that products’ life cycles are shorter than those of
general daily consumables. Therefore, it is important to
expand the development pipeline that considers products’
life cycles.

Another goal is to improve capital e ciency, but first
we need to increase sales and profit. Then the point will be
how to raise asset e ciency. This will require various
approaches including inventory reductions.

Of course, the actual driving force behind this will be
people, also referred to as human capital. | want to increase
the value of our human capital by creating favorable
workplace environments in terms of job satisfaction and
women’s active participation, and by training and securing
human resources. In addition, with the use of artificial
intelligence (Al) expected to increase, even though we are
already using Al in drug discovery and marketing, | believe
that using it more widely will lead to improved e ciency
and reduced costs at all businesses.

What are your expectations for KYORIN
Pharmaceutical going forward?

Shikanai ———

Our three visions for Kyorin's future may take di erent
forms, but | would say that they all point in the same
direction. My hope is that we become a company where all
our employees—human resources—can play an even more
active role. If employees work hard and actively participate,
Kyorin will become a strong company that broadly
contributes to society. Since we have many employees
capable of doing this, | want them to continue to push
forward.

Shigematsu

As President Ogihara often says, Kyorin's orientation toward
proprietary drug discovery is extremely strong. | believe we
must raise this conviction even higher as a shared
Companywide mindset. Of course, near-term business
results are important, and it is also important for the
Company to formulate and achieve medium-term business
plans. Nevertheless, the world around us is changing
drastically, and with people’s values changing, companies’
business environments are also shifting considerably. To

move forward without being swayed by these changes,
everyone must have a shared vision for the long-term
future. The Board of Directors’ discussions have focused on
clarifying a forward-looking vision for the Company—what
kind of businesses it will pursue and what its corporate
value will be. The Company’s current initiatives represent
ateam e ortinvolving top management, middle
management, and front-line employees. | hope that we will
move forward while having in-depth discussions about our
future and keeping lines of communication open.
Watanabe

That is true. Since drug discovery begins with a strong
desire to provide patients with e ective drugs that improve
their quality of life even if they are sick, | want the Company
to continue to create truly useful drugs. As a member of the
medical community, | strongly feel that no matter how far
Al advances, in the end, it is people who will use it, and

| believe people’s responsibility will not change. As Mr.
Shikanai said, | want Kyorin to be a company that cares for
people and facilitates their active participation. | would also
point to women'’s active participation in particular. With a
decreasing population, productivity can be maintained if
women are active in the workplace. Japanese policymakers
have set a target for women to make up 30% of companies’
boards of directors by 2030. The percentage of female
directors at some non-Japanese pharmaceutical
manufacturers is already quite high. The eagerness and
intentions of women themselves are the most important
factors for promoting women'’s active participation at
Kyorin. At the same time, | hope that male employees will
show an understanding of their female co-workers’ work
styles and cooperate to raise women’s motivation.
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Strengthening Corporate Governance

The Group will work to improve sustainable corporate value to gain the confidence and meet the expectations of all stakeholders.
As part of these e orts, the Group considers strengthening and enhancing corporate governance an important management issue.

Fundamental approach to corporate governance

The most important management goal for the Company is to
continue raising shareholder value. To achieve this goal
requires fostering a management environment that enables
us to build trust with the general public. Therefore, having
given better corporate governance a high priority, we seek to
ensure prompt decision making, strong monitoring of the
appropriateness of management, and ethical and transparent
corporate activities. To ensure transparency and fair
disclosure, we release appropriate information without delay
for the benefit of shareholders and investors. In the future,
we intend to actively increase our disclosure of information
and expand our communications with all stakeholders.

The Company has appointed three outside directors to
further strengthen supervision of the business execution of
directors and to further enhance the transparency and
fairness of management.

The Company is a company with a board of corporate
auditors based on the Companies Act of Japan. The Board of
Corporate Auditors, including three outside corporate auditors,
endeavors to fully demonstrate its auditing and supervising
functions and to ensure the transparency of the decisions
made by the Board of Directors. At the same time, corporate
auditors carry out a diverse range of activities to fulfill their
auditing function. In addition to participating in important
meetings, including those of the Board of Directors and the

Corporate governance structure

Management Committee, corporate auditors implement
comprehensive audits by checking documents and other
materials relating to important decisions and by inspecting
Group companies.

In addition, recognizing our corporate social responsibility
(CSR), we appoint compliance and risk management promotion
o cers for each department at each Kyorin Group company.
We have established a Groupwide compliance and risk
management system administered by the Compliance
Committee and Risk Management Committee. We have
decided guidelines for each Group company and set up a
system for employees to report possible irregularities and
seek advice. As well as the above measures, we have created
management guidelines for a liated companies and built a
system of governance while securing their autonomy. Under
this system, we receive regular business reports from these
companies and meet with their management before deciding
important issues. The Internal Audit O ce conducts audits of
each Group company based on internal audit guidelines.
Following the results of these audits, the heads of departments
that oversee the operations of Group companies issue
instructions or warnings and provide appropriate guidance.

We formulated a Corporate Governance Basic Policy
derived from our fundamental approach to corporate
governance.

[ General Shareholders’ Meeting }

Appointment/dismissal Appointment/dismissal

Appointment/dismissal

Board of Corporate Auditors

Board of Directors

{ Committee on Remuneration |

Cooperation Corporate Auditors Audits Directors and Nominations (voluntary)
. Audits Selection/dismissal
Accounting )

. R Cooperation . . .

Auditing Firm . Representative Director, President and
(Independent o Cooperation Chief Executive O cer

. Accounting Audits
Auditor) ( M e -
- Internal AuditO ce ]7 anagement Lommittee
Cooperation L
Corporate O cers Compliance Committee
Administrative and Business L -
Internal Audits Departments LRI Risk Management
‘ Committee
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Corporate governance system

Board of Directors

The Company’s Board of Directors comprises six directors,

including three outside directors. The Board of Directors

usually meets once a month, resolving legal matters,

formulating and deciding important management policies

and strategies, and overseeing business execution, etc.
Chairperson: Yutaka Ogihara, Representative Director,

President and Chief Executive O cer
Executive Directors: Michiro Onota, Yasuji Kurose
Outside Directors: Noriyuki Shikanai, Ken Shigematsu,
Hiromi Watanabe

Business execution system (Management Committee)
In addition to the representative directors and the internal
directors engaged in ordinary business execution, we actively
delegate authority to corporate o cers responsible for
specific areas appointed as necessary. As of June 20, 2025,
the Company had nine corporate o cers. We have also
appointed chief X 0  cers (Cx0Os) from among internal
directors and corporate 0  cers to oversee important areas
of the Company’s operations and built a framework that
allows prompt decision making and clarification of
responsibility for business execution under the guidance and
supervision of the Board of Directors. In addition, we have
established a Management Committee comprising internal
directors and CxOs that discusses key operational matters
about the Company and Group companies.

Chairperson: Yutaka Ogihara, Representative Director,

President and Chief Executive O cer
Executive Directors: Michiro Onota (CMO), Yasuji Kurose
(CFO & CSt0)
Chief X 0 cers: Takaaki Kaji (CBDO), Noriaki Tamura (CCO),
Junichi Ishiyama (CSO0), Kiyoo Uehara

(CHRO)

Corporate governance system

Board of Corporate Auditors
The Company'’s Board of Corporate Auditors comprises two
senior corporate auditors and three outside corporate
auditors. The Board of Corporate Auditors has established a
system to ensure that the outside corporate auditors exercise
authority for audits, etc., from an independent and objective
standpoint.

Chairperson: Tomiharu Matsumoto, Senior Corporate

Auditor
Senior Corporate Auditor: Kenji Akutsu
Outside Corporate Auditors: Takao Yamaguchi, Yukio
Ikemura, Kensuke Morita

Committee on Remuneration and Nominations (voluntary)
For the remuneration and nomination of directors and
corporate auditors (including succession planning), the
Company has established a Committee on Remuneration and
Nominations (voluntary), the majority of whose members are
independent outside directors detached from management,
thereby maintaining independence and objectivity from the
functions of the Board of Directors regarding remuneration
and nominations. The Committee on Remuneration and
Nominations (voluntary) deliberates the validity of our
compensation system for directors and our basic policies in
light of industry standards, business performance, etc., which
are then decided by the Board of Directors. When appointing
or dismissing directors or corporate auditors, the Committee
on Remuneration and Nominations (voluntary) comprehensively
considers the aptitudes of individual candidates for their
roles, their performance and results, and other factors. The
committee deliberates the validity of the proposed appointment
or dismissal, which is then decided by the Board of Directors.

Chairperson: Yutaka Ogihara, Representative Director,

President and Chief Executive O cer
Senior Corporate Auditor: Tomiharu Matsumoto
Outside Directors: Noriyuki Shikanai, Ken Shigematsu,
Hiromi Watanabe

Key items

Description

Organizational design

Company with a board of corporate auditors

Number of directors (including outside directors)

Number of corporate auditors (including outside corporate auditors) 5 (3)

Number of the Board of Directors’ meetings (held during fiscal 2024) 15

(Average attendance rate of outside directors) (100%)
(Average attendance rate of outside corporate auditors) (98%)
Number of the Board of Corporate Auditors’ meetings (held during 14
fiscal 2024)

(Average attendance rate of outside corporate auditors) (98%)
Term of 0 ce of directors 1 year
Adoption of the corporate 0o cer system Yes

Voluntary committee of the Board of Directors

Committee on Remuneration and Nominations (voluntary)

Accounting auditing firm

Ernst & Young ShinNihon LLC
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Outside directors and outside corporate auditors

The Company has three outside directors and three outside
corporate auditors. We seek independent and objective advice
from outside directors at Board of Directors’ meetings, etc.,
and have established a highly e ective management
supervision system in which the Board of Directors maintains
a distance from business execution.

Noriyuki Shikanai uses his advanced expertise and
abundant experience as an attorney to provide advice on
corporate management, mainly from a legal perspective. Ken
Shigematsu uses his abundant corporate experience and
wide-ranging insight to provide advice on management in
response to changes in the social environment. Hiromi
Watanabe uses her wide-ranging insight as a physician to
provide advice from the perspective of promoting women'’s
participation in the workplace, an aspect of diversity.

Three outside corporate auditors are neutrally positioned
and uncompromised by relationships with management or
parties with special interests. All have considerable
knowledge about corporate legal a airs, finance, or
accounting. We leverage their specialist perspectives and

wide-ranging insight and experience to enhance and
strengthen our auditing function.

Takao Yamaguchi has considerable knowledge of finance
and accounting as a certified public accountant and a
certified tax accountant. Yukio Ikemura has many years of
experience in the financial industry, experience as a
representative director of another company, and knowledge
and wide-ranging insight into finance and accounting.
Kensuke Morita, an attorney, is well versed in corporate legal
a airs and has considerable knowledge of legal matters.

The Company has established criteria for determining
the independence of outside directors and outside corporate
auditors, and selects candidates on the premise that they
have su cient independence to perform their duties as
outside o cers independent of the Company’s management.
All outside directors and outside corporate auditors fulfill the
requirements of independence criteria stipulated by the
Tokyo Stock Exchange, Inc. and have been reported as
independent o cers to the Tokyo Stock Exchange.

Compensation of directors and corporate auditors

The Kyorin Group’s basic policy is to provide compensation
that contributes to the enhancement of the Kyorin Group’s
corporate value through sustainable and stable growth.
Specifically, our compensation consists of two types: basic
compensation, which is paid in cash, and stock options, which
are paid in shares of the Company.

“Basic compensation” is a remuneration system that
defines the appropriate level of benefits for each position
based on economic and social conditions and public
standards, and also reflects the Company’s situation and the
performance responsibilities of each o  cer. In addition, “stock
options” is remuneration linked to performance, and a system
of a stock benefit trust has been adopted. For the period of the
medium-term management plan, stock benefit points linked
to the performance of the Company and each executive are
awarded annually. After the end of the relevant period (or
upon the retirement of an eligible o  cer, if applicable), the
Company shall grant its common stock, etc., (o, if certain
requirements are met, cash equivalent to the market value of
a specified proportion thereof) according to the accumulated
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points. From the viewpoint of emphasizing the stability and
improvement of medium-to long-term performance, the
percentage of “stock options” is set not to exceed “basic
compensation.”

To ensure that outside directors are able to fully exercise
their management oversight function, their compensation is
limited to basic compensation, which is not linked to annual
performance and does not include stock options.

The amounts of basic compensation and stock options
are calculated in accordance with relevant decision-making
policies, within the limits of the compensation approved at the
General Shareholders’ Meeting. The amounts are determined
by the representative director, president and chief executive
o cer,who is delegated that authority by the Board of
Directors, after the objectivity and transparency of the decision-
making process have been confirmed by examining whether
any arbitrary decisions were made as well as the statistical
data used as a reference, by the voluntary Committee on
Remuneration and Nominations, the majority of whose
members are independent outside directors.

Total compensation paid to each director or corporate auditor, total paid by type of compensation, and number

of applicable directors and corporate auditors (Fiscal 2024)

Total compensation

Director or corporate auditor

Total paid by type of compensation Number of
(Millions of yen) applicable directors

(Millions of yen) comszslscation oii(i)c?rll(s a:Cri]i(thi?Sr(pPOer:;lee)
Directors (Excluding outside directors) 126 120 5 4
Corporate auditors (Excluding outside corporate auditors) 33 33 — 2
Outside directors or corporate auditors 50 50 — 6

* Includes one director who retired on June 21, 2024.

Operations of the Board of Directors

In addition to matters prescribed in laws, regulations, the
Company'’s Articles of Incorporation, and the Regulations of
the Board of Directors, the Board of Directors engages in
strategic management discussions. Every quarter, chief X

Deliberations by the Board of Directors in fiscal 2024

0 cers (CxOs) report on the status of their own operations,
and the Board of Directors oversees them to ensure that
those operations are being executed properly.

» Matters related to management plans and business plans (including medium- and long-term challenges, KPIs, R&D, licensing, etc.)

» Matters related to budgeting, financial results, dividends, etc.

» Matters related to human resources issues, etc., for the Board of Directors (including presidential succession planning,

compensation for directors, etc.)

» Matters related to governance, compliance, and risk management

» Other matters (sustainability, cross-shareholdings, borrowing of funds, human resources decisions regarding employees, etc.)

Training for directors and corporate auditors

We plan and conduct training such as workshops for
directors and corporate auditors as necessary, including at
the time of their appointment. For newly appointed outside
directors and outside corporate auditors, we provide
overviews of the Company and explanations of our
management philosophy, business status, corporate
governance, regulations for directors and corporate auditors,
and other topics. After appointing directors and corporate

auditors, we implement briefings and tours to explain our
business activities, trends in the pharmaceutical industry, and
the status of our business environment for those directors’
and auditors’ deeper understanding of the Company. We
strive to promote a greater understanding of our internal and
external environments through initiatives such as creating
opportunities for outside directors to interact with employees.

Evaluation of the effectiveness of the Board of Directors

We are strengthening the functions of the Board of Directors
by evaluating its e ectiveness every fiscal year using
questionnaires and other methods, identifying issues, and
formulating and implementing improvement measures. In
fiscal 2024, we determined that the overall e ectiveness of
the Board of Directors has been ensured. We will continue to
improve the e ectiveness of the Board of Directors by

Evaluation method

(1) Administer questionnaire to directors and corporate auditors

(2) Use the results of the questionnaire to analyze and
evaluate the current status of the Board of Directors

(3) Report the results in Board of Directors’ meetings and
discuss future issues

(4) Promote initiatives and formulate improvement measures
for continuously improving the board’s e ectiveness

deepening discussions on the Company’s priority issues from
both short- and medium- to long-term perspectives, based
on the results of this e ectiveness evaluation, and by
implementing measures such as deliberating the structure
(personnel numbers, skills, etc.) needed for the Board of
Directors to continue to function e ectively, following our
long-term vision “Vision 110.”

Main items in questionnaire

(1) Structure of the Board of Directors

(2) Operation of the Board of Directors

(3) Matters deliberated by the Board of Directors
(4) Support system for outside directors
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Base to Support Value Creation Materiality: Strengthening Corporate Governance

Internal audits and audits conducted by corporate auditors Major activities of outside directors and outside corporate auditors (riscal 2024)

62

) ) ) ) Position Name Major activities Attendance at meetings
Internal audits are conducted by the Internal Audit O ce, and the Management Committee, corporate auditors
which is sta ed by six employees who report directly to the implement comprehensive audits by checking documents Utilizing his high degree of specialization and abundant experience as an
. L. . . . . . L o attorney, he makes suggestions and o ers appropriate advice on corporate
president and is independent from other sections. Following and other materials relating to important decisions and by Noriyuki inlv leqal . dfull " his rol Attended 15 out of 15 Board
- ) ) ) Shikanai management, mainly from a legal perspective, and fully performs his role of Directors’ meetings
yearly auditing plans, the Internal Audit O ce regularly inspecting each department, o ce, and Group company. mainly in deciding important management matters of the Company and
assesses and evaluates the e ectiveness and e ciency of To ensure that audits are conducted e ectively, the Group companies and supervising business execution.
the legal compliance and internal control systems in the Company’s accounting auditing firm explains the content of Utilizing his abundant experience and wide-ranging insight in corporate
Company and Group companies. After an audit, the o ce the accounting audits to the corporate auditors, exchanges Ken management, he makes suggestions and 0 ers appropriate advice on Attended 15 out of 15 Board
communicates any problems or areas that need improvement information with them, and cooperates closely with the Outside Shigematsy Tanagement in response to changes in the social environment and fully of Directors’ meetings
directly to the president and makes appropriate internal audit divisions to ensure appropriate communication Directors performs his role mainly in d_ec'd'ng 'mport{_’m_t mana_gement mat_ters of the
. . . . . Company and Group companies and supervising business execution.
recommendations. Another function of the o ceisto and e ective performance of audits.
evaluate the Kyorin Group’s internal controls over financial Under our adopted system, if executives or regular Utilizing her Wlt'je-ranglng insight in a medlcal §ett|ng asa phyS'C'an_’ she
. . . . . makes suggestions and o ers appropriate advice from the perspective of
reporting. The o  ce evaluates the development and operation employees discover that an executive o cer or employee is Hiromi promoting women’s participation in the workplace, which is one aspect of Attended 15 out of 15 Board
of these internal controls according to a predetermined scope for acting in contravention of laws, regulations, or the Company’s Watanabe  diversity, and fully performs her role mainly in deciding important of Directors’ meetings
evaluation and makes a report for the president. Articles of Incorporation, they immediately notify the management matters of the Company and Group companies and supervising
Corporate auditors conduct audits in line with an auditing corporate auditors. We are working to establish an business execution.
policy and plan set by the Board of Corporate Auditors at the environment conducive to more e cient audits by corporate . . o Attended 15 out of 15 Board
R ) - ST ) R ) ] He makes comments as necessary based mainly on his specialist . , .
beginning of each fiscal year. In addition to participating in auditors by coordinating closely with executives and regular Takao understanding of finance and accounting as a certified public accountant and of Directors’ meetings and 14
. . . . . . . . Yamaguchi . out of 14 Board of Corporate
important meetings, including those of the Board of Directors employees and by fostering deeper understanding of audits. a certified tax accountant. Auditors’ meetings
. . . - . Attended 14 out of 15 Board
) ) o ) Outside Yukio He contributes appropriately to ensure accurate decision making by the of Directors’ meetinas and 13
Skills matrix of the Company’s directors and corporate auditors Corporate Board of Directors. In addition, at meetings of the Board of Corporate Auditors, 9
. Ikemura . : . - out of 14 Board of Corporate
] ) ) ) ) Auditors he o ers suitable comments based on his experience and insight. o A
The Company’s Board of Directors consists of diverse accordance with the Company’s medium- to long-term Auditors’ meetings
individuals with various skills (knowledge, experience, etc.) to management direction and business strategy. The skills Attended 15 out of 15 Board
ensure that the Board of Directors appropriately performs its possessed by individual directors and corporate auditors Kensuke He makes comments as necessary based mainly on his specialist of Directors’ meetings and 14
Morita understanding as an attorney. out of 14 Board of Corporate

decision-making and management supervision functions and
maintains a more transparent governance structure in

are as follows.

Auditors’ meetings

Corporate Healthcare Finance & Academic Major
Name Attributes management business accounting Legal expertise quallf;::ﬂons, CrOSS‘SharEhOIdmgs
Yutaka Ogihara We maintain cross-shareholdings to cultivate relationships of companies. Following this approach, we have set a target of
A mutual trust with our partners and to facilitate our compressing our cross-shareholdings to below 10% of our
Michiro Onota . . . . . . .
transactional and technical partnerships, etc. We monitor the consolidated net assets by fiscal 2030. With respect to the
Yasuji Kurose ([ ] Pharmacist status of investee companies, provide regular status reports exercising of voting rights, our standard is to contribute to the
Outside to the Board of Directors, and examine the propriety of sustainable growth and increase the medium- and long-term
Directors Noriyuki Shikanai [ ) Attorney . . . . . . .
Independent holdings from the perspectives of our sustainable growth and corporate value of investee companies, with the assumption
Outside the improvement of our corporate value. If the significance of that doing so will contribute to our own profits. Furthermore,
Ken Shigematsu [ ] . . . L . . .
Independent these shareholdings is determined to have diminished, if we closely examine proposals and find any that would
; however, we intend to reduce those shareholdings as significantly harm shareholder interests, we will not vote in
. . Outside .
Hiromi Watanabe () [ ) Medical Doctor . . . . -
Independent appropriate after engaging in dialogue with investee favor of those proposals.
Tomiharu Matsumoto o .
Number of issues and balance sheet amount (as of March 31, 2025)
Kenji Akutsu [ )
ka0 Yarmaduch Outside ° Certified Public Number of issues Balance sheet amount (millions of yen)
Corporate axao Yamaguc Independent Accountant
auditors Unlisted shares 9 433
Yukio Ikemura In d%L:)t:;C:iZnt [ ] [ ]
Shares other than unlisted shares 11 15,460
. Outside
Kensuke Morita Independent [ ) o Attorney
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Ten-Year Consolidated Financial Highlights

(Fiscal years ended March 31/As of March 31)

Millions of yen

3/2016 3/2017 3/2018* 3/2019 3/2020 3/2021 3/2022* 3/2023 3/2024* 3/2025

Net sales 119,483 115,373 110,640 113,620 109,983 102,904 105,534 113,270 119,532 130,087

New drugs, etc. (Japan)** 98,430 89,584 79,639 83,456 77,535 69,735 69,725 74,770 82,581 84,158

New drugs (Overseas) 5,586 764 3,339 830 1,490 996 1,033 308 386 8,860

Generic drugs 15,465 25,024 27,662 29,334 30,957 32,172 34,775 38,190 36,564 37,068
Operating profit 19,636 10,413 8,822 8,972 7,503 5,786 5,007 5,123 6,234 12,567
Profit attributable to owners of parent 13,639 7,305 6,574 6,869 6,149 6,130 3,932 4723 5475 9,086
Net cash provided by operating activities 11,137 16,386 10,456 340 7,739 5,189 6,346 2,008 1,549 3,506
:\r'f/;g‘:‘;g AL 2 sy 650 (13,142) (6,038) 14,939 (2,943) (4,259) (2,560) (6,275) (3,187) (6,323)
]’)_'e‘ cash provided by (used in) (2,245) (5,721) (3,735) (27,315) (5,117) (4,918) (4,112) (3,363) (3,347) 3,952
inancing activities
Free cash flow 11,787 3,244 4,418 15,279 4,796 930 3,786 (4,267) (1,638) (2,817)
R&D expenses 13,019 13,569 14,243 10,790 10,987 9,703 8,897 10,903 8,019 10,514
Capital expenditures 7,218 3,051 2,885 2,306 3,590 4,307 3,624 5,252 6,587 6,153
Depreciation and amortization 3,730 3,619 3,644 2,940 3,221 3,564 3,714 3,840 4,290 4,603
Total assets 197,825 192,668 196,736 173,034 171,160 167,126 171,924 176,045 177,627 193,618
Total net assets 157,049 157,837 163,297 123,395 122,710 124,661 124,507 125,461 130,735 136,285
Per Share Information
Net assets (Yen) 2,131.67 2,146.83 2,214.13 2,154.05 2,142.07 2,175.52 2,172.83 2,189.40 2,275.68 2,372.29
Basic profit (Yen) 184.28 99.45 89.28 104.68 107.35 106.99 68.62 82.44 95.41 158.17
Cash dividends (Yen) 58.00 58.00 58.00 75.00 75.00 75.00 52.00 52.00 52.00 57.00
Key Performance Indicators
Operating profit margin (%) 16.4 9.0 8.0 79 6.8 5.6 4.7 45 5.2 9.7
;gfga?g'gggk(’(!z)to owners of parent / 114 6.3 5.9 6.0 5.6 6.0 3.7 4.2 46 7.0
R&D expenses / Net sales ratio (%) 10.9 118 129 95 10.0 9.4 8.4 9.6 6.7 8.1
Total shareholders’ equity ratio (%) 79.4 819 83.0 71.3 71.7 74.6 72.4 71.3 73.6 70.4
ROE (%) 8.9 4.6 41 4.8 5.0 5.0 32 3.8 4.3 6.8
Consolidated payout ratio (%) 31.8 59.3 65.9 72.6 70.9 71.1 76.9 64.0 55.2 36.5
PER (times) 11.63 23.64 22.39 20.64 20.48 18.02 25.90 20.67 19.54 9.50
Non-Financial Information
Number of employees 2,420 2,382 2,348 2,297 2,271 2,243 2,222 2,138 2,042 1,998

*1 From fiscal 2020 (ended March 31, 2021), reportable segments have been aggregated into a single segment. In conjunction with this, net sales categories have been

changed and the previous new drugs (Japan) and healthcare businesses have been combined into new drugs, etc. (Japan).
*2 Figures shown are adjusted to retroactively apply certain revisions to accounting standards related to tax-e ect accounting.
*3 From the beginning of fiscal 2021, the “Accounting Standards for Revenue Recognition” (ASBJ Statement No. 29, March 31, 2020), etc., have been applied.

*4 From fiscal 2024, the Company changed accounting policies. The results of fiscal 2023 and changes are presented after retroactive adjustment.
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Performance Highlights

Financial Information

Net sales Operating profit, Operating profit margin
(Millions of yen) (Millions of yen) (%)
160,000 20,000 Operating 12
profit margin
9.7
130,087 / '
120,000 113.270 119,532 15,000 Operating profit 9
102,904 105,534
Generic drugs
80,000 New drugs 10,000
(Overseas)
40,000 5000

New drugs,
etc. (Japan)

2020 2021 2022 2023 2024 (FY)

Profit attributable to owners of parent, ROE

2020 2021 2022 2023 2024y

Cash dividends per share, Consolidated payout ratio

(Millions of yen) (%)
16,000 9

ROE

12,000

Profit
8,000
owners of
parent

3
4,000

attributable to

(Yen) (%)
120 769 80
0 60
Consolidated
payout ratio
60 40
30 20

0
2020 2021 2022 2023 2024 () 2020 2021 2022 2023 2024 ()
Total assets, Total net assets, Total shareholders’ equity ratio R&D expenses, R&D expenses/Net sales ratio
(Millions of yen) (%) (Millions of yen) (%)
300000 a0 20000 2
piiged
74.6 724 713 736 eql;oylia ° 9.4 9.6 R&D expenses/
Net sales ratio
Totallgzsgsgfg 15,000 9
O s e 1B mET ? 10,903 0b
’ Total net assets 9.703 ! 10,514
136,285 10,000 :
100000 30
5000

0
2020 2021 2022 2023 2024 (End of FY)
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2020 2021 2022 2023 2024 ()

Non-Financial Information

Main scores for the item “job satisfaction”
from the engagement survey

Amount spent on training per employee

(Ten thousands of yen)
6 8
436_,0___0/0——0 6 56
4 4.9
4
2
2
0

2020 2021 2022 2023 2024 (Fv)

Number of employees, Percentage of female
employees, Percentage of female managers

2020 2021 2022 2023 2024y

Number of new employees

(Persons) (%)
4,000 40
Percentage of
female employees
3000 257 g 271 28 Kl

26.1 26.
2; 43 2,222 2138 Number of

2,042 1,998 employees
-

Percentage of

2,000

1,000 10

0
2020 2021 2022 2023 2024 (End of FY)

Percentage of full-time employees who are mid-career
hires*/Percentage of managers who are mid-career hires

(Persons)

60

2020 2021 2022 2023 2024 (Fv)

Employment rate of persons with disabilities

(%)

80

60 57.4
Percentage of
managers who
are mid-career

40 hires
Percentage
of full-time

20 25.5 employees who

227 24.3 are mid-career

hires

(%)

8 264

2.25 231 2.33 2.31

2

2020 2021 2022 2023 2024 (End of FY)

* Percentage of total number of full-time employees who are mid-career hires
for each fiscal year

2020 2021 2022 2023 2024 (Endof FY)
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Performance Highlights

Non-Financial Information

Employee turnover rate

Usage rate of childcare leave

(%)
10

2020 2021 2022 2023 2024 (FY)

Percentage of employees as of April 1 who left for personal reasons during
the fiscal year
* A voluntary retirement program was implemented in fiscal 2023.

Usage rate of annual paid leave

%)
150

110.3 1074 Women

1038 1000 1000
100

Men

519

2020 2021 2022 2023 2024 (FY)

The denominator is the number of employees who gave birth or whose spouses
gave birth during the fiscal year. The numerator is the number of employees who
took childcare leave (including those who had given birth or whose spouses had
given birth in the previous fiscal year).

Percentage of employees who took health
examinations and stress checks

0 ) 1000 1000 1000 1000 1000
1 O O O Health inati
. M my T S S A
66.4 070 978 975 975 '
60 58.4
0
40
80
20
0
2020 2021 2022 2023 2024 (v 2020 2021 2022 2023 2024 (Fy)
Rate of work accidents Severity of work accidents
15 ) 04
Entire
1.31 1.29 1.30 manufacturing 0.32
1.21 125 () industry
© 0 5 Chemi 03
1.23 Chemical g
10 industry
O 0.28
0.93 02
05
O KYORIN 01 Entire manufacturing
0.23 044 pharmaceutical . 0.06 industry -
0.003 X 0.04 chemical industry
00 : 0.0018 kYORIN Pharmaceutical

2020 2021 2022 2023 2024 (Fv)

Frequency of accidents: Number of deaths and injuries due to work accidents
(excluding accidents while commuting)/Total work hours x 1,000,000
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2020 2021 2022 2023 2024 ()

Magnitude of accidents: Number of lost work days (excluding accidents while
commuting)/Total work hours x 1,000

COz2 emissions (Scope 1 + Scope 2)

Amount of energy used

®
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Volume of water intake
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Directors, Corporate Auditors, and Corporate Officers

(As of June 20, 2025)

Executive Directors

Yutaka Ogihara
Representative Director, President and Chief Executive 0 cer
CEQ, in charge of Auditing

April 1990
June 2011
June 2011

June 2016
June 2019

April 2023

Joined KYORIN Pharmaceutical Co., Ltd.

Director, President's O ce, KYORIN Holdings, Inc.

Executive Director, President's O ce, in charge of Corporate

C ication and System KYORIN Holdings,
Inc.

Senior Executive Director, President’s O ce, KYORIN Holdings, Inc.
Representative Director, President and Chief Executive O cer, in charge
of Auditing, KYORIN Holdings, Inc.

Representative Director, President and Chief Executive O cer, CEO, in
charge of Auditing, KYORIN Pharmaceutical Co., Ltd. (current)

) Noriyuki Shikanai

Outside Director/Independent O cer

April 1974
March 1977

October 2002
October 2010
April 2012
June 2013

April 2023

Registered with Daini Tokyo Bar Association

Established Shikanai Law O ce (currently Kyobashi Law 0 ce)
(current)

Councilor, Keio University (current)

Trustee, Keio University (current)

Auditor, J. F. Oberlin University

Outside Executive Director, KYORIN Pharmaceutical Co., Ltd.
(current)

Councilor, Kibun Scholarship Foundation (public interest
incorporated foundation) (current)
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) Michiro Onota

Executive Director

CMO, in charge of SCM HQs and Quality Assurance &

Reliability HQs

April 1985 Joined KYORIN Pharmaceutical Co., Ltd.

April 2008 Head of Okaya Plant, Production HQs, KYORIN Pharmaceutical Co.,
Ltd.

April 2015 Representative Director, President and Chief Executive O cer,
KYORIN Rimedio Co., Ltd.

April 2015 Corporate O cer, KYORIN Holdings, Inc.

June 2017 Executive Director, KYORIN Holdings, Inc.

April 2018 Executive Director, KYORIN Rimedio Co., Ltd.

April 2018 Representative Director, President and Chief Executive O cer,
KYORIN Pharmaceutical Group Facilities Co., Ltd.

April 2023 Executive Director, CMO, in charge of SCM HQs and Quality
Assurance & Reliability HQs, KYORIN Pharmaceutical Co., Ltd.
(current)

June 2025 Executive Director and Chairman, KYORIN Pharmaceutical Group
Facilities Co,, Ltd. (current)

& Ken Shigematsu

Outside Director/Independent O cer

April 1971
March 1991
May 2002
March 2004
March 2005
April 2008
April 2009

April 2010

October 2011
October 2015

June 2017

Joined Mitsukoshi, Ltd.

President, Mitsukoshi USA, Inc.

Director, Executive O cer, Deputy General Manager, Sales
Headquarters, Mitsukoshi, Ltd.

Director, Managing Executive O cer, General Manager,
Merchandising Headquarters, Mitsukoshi, Ltd.

Director, Managing Executive O~ cer, Store Manager, Mitsukoshi
Ginza, Mitsukoshi, Ltd.

Managing Executive O ~cer, Isetan Mitsukoshi Holdings Ltd.,
Director, Mitsukoshi, Ltd.

Director, Senior Managing Executive O ~ cer, Special Appointive
0 cer, Mitsukoshi, Ltd.

Senior Managing Executive O ~cer, Isetan Mitsukoshi Holdings
Ltd., Representative Director, President and Chief Executive 0  cer,
Nagoya Mitsukoshi Ltd.

Representative Director, President and Chief Executive 0 cer, Endo
Manufacturing Co,, Ltd.

Representative Director, President and Chief Executive 0 cer,
MFSJ Co., Ltd

Qutside Executive Director, KYORIN Pharmaceutical Co., Ltd.
(current)

Yasuji Kurose

Executive Director

CFO & CStO, Director, Corporate Planning, in charge of
Finance & Accounting and Product Strategy

April 1995 Joined KYORIN Pharmaceutical Co., Ltd

April 2019 Management Strategy O ce, Director, Corporate Planning, KYORIN
Holdings, Inc.

April 2020 Director, Corporate Planning, KYORIN Holdings, Inc.

June 2022 Corporate O cer, Director, Corporate Planning, KYORIN Holdings,
Inc.

April 2023 Corporate O~ cer, CFO & CSt0, Director, Corporate Planning, in
charge of Finance & Accounting and Product Strategy, KYORIN
Pharmaceutical Co., Ltd.

June 2024 Executive Director, CFO & CSt0, Director, Corporate Planning, in
charge of Finance & Accounting and Product Strategy, KYORIN
Pharmaceutical Co., Ltd. (current)

Hiromi Watanabe

Outside Director/Independent O cer

April 1972
April 1998

April 2007

Joined Internal Medicine Department, Tokyo Women's Medical
University Hospital

Assistant Professor, Internal Medicine, School of Nursing, Tokyo
Women's Medical University

Professor and Dean, Medical Science, College of Nursing,
Shukutoku University

November 2014 President, Tokyo Branch, Japan Medical Women's Association

April 2018

June 2018
June 2019

April 2021
October 2021

(current)

Neurology Department, Yokufukai Hospital, Total Health and
Medical Care Center for Seniors (social welfare corporation)
(current)

Member of the Board, 3.11 Fund for Children with Thyroid Cancer
(NPO) (current)

Outside Executive Director, KYORIN Pharmaceutical Co., Ltd.
(current)

Member of the Board, Daijo Shukutoku Gakuen (current)

Deputy Director, Shimotakaido Station Clinic ENT Plus+ (current)

asiaty

Senior Corporate Auditors

Tomiharu Matsumoto

Kenji Akutsu

April 1976 Joined Kyorin Yakuhin Co., Ltd.

April 2001 Head of Nogi Plant, KYORIN Pharmaceutical Co,, Ltd.

April 2005 Corporate O cer, General Manager, General A airs & Human
Resources, KYORIN Pharmaceutical Co., Ltd.

June 2007 Executive Director, Corporate O cer, General A airs & Human
Resources, KYORIN Pharmaceutical Co., Ltd.

June 2012 Senior Executive Director, General Manager, General A airs &
Human Resources, KYORIN Holdings, Inc.

June 2016 Senior Managing Director, General Manager, General A airs &
Human Resources, KYORIN Holdings, Inc.

June 2018 Senior Corporate Auditor, KYORIN Pharmaceutical Co., Ltd. (current)

June 2018 Corporate Auditor, KYORIN Pharmaceutical Group Facilities Co,, Ltd.

(current)

April 1978 Joined KYORIN Pharmaceutical Co., Ltd.

February 2001  Representative Director, President and Chief Executive O cer, Kyorin USA, Inc.

April 2004 Business Development O ce, General Manager, Legal, KYORIN Pharmaceutical Co., Ltd.

June 2009 Corporate O cer, General Manager, Product Strategy 0 ce, KYORIN Pharmaceutical Co., Ltd.

April 2015 Representative Director, President and Chief Executive O cer, KYORIN Medical Supply Co., Ltd.

June 2016 Executive Director, KYORIN Holdings, Inc.

April 2017 Executive Director, General Manager, General A airs & Human Resources, KYORIN Holdings, Inc.

June 2019 Senior Executive Director, General Manager, General A airs & Human Resources, KYORIN
Holdings, Inc.

June 2021 Corporate Auditor, KYORIN Rimedio Co., Ltd. (current)

June 2022 Senior Corporate Auditor, KYORIN Pharmaceutical Co., Ltd. (current)

Outside Corporate Auditors/Independent O cers

Il Takao Yamaguchi

February 1985 Registered as Certified Public Accountant
December 1987 Registered as Certified Public Tax Accountant

January 1996 Director, Yamaguchi Accounting O ce (current)

June 2013 Chairperson, The Japanese Institute of Certified Public Accountants
Chiyoda Subchapter

June 2013 External Audit & Supervisory Board Member, SATO HOLDINGS
CORPORATION

June 2015 Qutside Corporate Auditor, KYORIN Pharmaceutical Co., Ltd.
(current)

March 2016 Independent Audit & Supervisory Board Member, Tokyo Tatemono
Co, Ltd.

March2019  External Audit & Supervisory Board Member, Lion Corporation

Corporate O cers

Yukio Ikemura Kensuke Morita

April 1981 Joined The Fuji Bank, Ltd. April 1991 Registered as attoney with The Tokyo Bar Association
April 2009 Executive 0 cer, Mizuho Securities Co,, Ltd. April 1998 Established Kensuke Morita Law 0 ce
April 2010 Senior General Manager, NSK Ltd. April 2002 Jointly established APOLLO Law O ce (current)
June 2011 Executive O cer, NSK Ltd. April 2009 Instructor, Legal Training and Research Institute, Supreme Court of
June 2013 Senior Vice President, Head of CSR Division HQ, NSK Ltd. Japan
June 2018 President and Director, Ohsaki Redeveloy May 2009 Councilor, Chuo University (current)
Building Co., Ltd. November 2010 Part-time Board Member, Anshin Zaidan (current)
June 2022 External Auditor, The Ogaki Kyoritsu Bank, Ltd. (current) April 2012 Professor, Faculty of Business Sciences, University of Tsukuba
June 2022 Outside Corporate Auditor, KYORIN Pharmaceutical Co., Ltd. (current)
(current) May 2015 Vice Chair, Center for Graduate Schools of Law, Japan Federation of

Bar Associations (current)
June 2022 Outside Corporate Auditor, KYORIN Pharmaceutical Co., Ltd.
(current)

Takaaki Kaji
Corporate O cer CBDO
Senior Director of Business Development HQs

Kiyoo Uehara
Corporate O cer CHRO

Director of General A airs, in charge of Human Resources and

Legal & Compliance

Katsuhiro Hamada
Corporate O cer
Senior Director of Quality Assurance & Reliability HQs

Noriaki Tamura

Corporate O cer CCO

Senior Director of Sales & Marketing HQs, in charge of IT
Solution and In Vitro Diagnostics Business

Junichi Ishiyama

Corporate O cer CSO

Senior Director of Discovery Research HQs, in charge of
Intellectual Property

Kei Takahashi
Senior Corporate 0 cer
Senior Director of SCM HQs

Makoto Yanai
Corporate O cer
Deputy Senior Director of Business Development HQs

Kenichi Nakamura

Corporate O cer

Representative Director, President and Chief Executive O cer,
KYORIN Pharmaceutical Group Facilities Co., Ltd.

Kimiya Masada
Corporate O cer
Director of Product Strategy
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Financial Analysis & Business Risk

Financial Analysis

Industry Trends in Japan

During fiscal 2024, in the Japanese ethical drugs industry,
the ongoing promotion of measures to curtail medical
expenses, such as the NHI drug price revisions carried out
in April 2024, made the environment even more challenging,
and the ethical drugs market growth rate was in the lower
single-digit range.

We are working toward achieving “Vision 110" (fiscal
2023-fiscal 2032), the long-term vision we formulated in
fiscal 2023, and “Vision 110 —Stagel-" (fiscal 2023—fiscal
2025), our medium-term business plan. For fiscal 2024, the
second year of the plan, we set the goal of “accomplishing
reform” in our management policy and actively carried out
the following business activities: (1) accomplish reform of
drug discovery, (2) expand the development pipeline, (3)
maximize the expansion of sales growth in new drugs, and

(4) improve cost competitiveness.

Consolidated Operating Results

For consolidated net sales for fiscal 2024, net sales of new
drugs, etc. (Japan) exceeded those of the previous fiscal
year due to the growth of new drugs, despite the impact of
drug price revisions (the 7% range for KYORIN Pharmaceutical
Co., Ltd.). Furthermore, since we recorded revenue from
up-front payments for agreements in conjunction with the
out-licensing of our proprietary compounds, net sales of
new drugs (overseas) rose significantly year on year. Net
sales of generic drugs also rose. As a result, overall net
sales totaled ¥130,087 million, a year-on-year increase of
¥10,554 million (8.8%).

Regarding profit, the above new drug growth, revenue
from up-front payments for agreements, and other increases
in revenue increased gross profit to ¥7,907 million year on
year. Meanwhile, SG&A expenses also went up, rising ¥1,573
million year on year due to an increase in R&D expenses in
conjunction with the acquisition of in-licensed products
(with R&D expenses increasing ¥2,495 million). As a result,
operating profit rose 101.6%, or ¥6,333 million, year on year,
to ¥12,567 million, and profit attributable to owners of
parent rose 66.0% year on year, to ¥9,086 million.

The method used to evaluate inventories changed this

current fiscal year. Therefore, comparative analysis was
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performed after retroactive application of the new method

to figures from the previous fiscal year.

Assets, Liabilities, and Net Assets

As of March 31, 2025, current assets had risen ¥16,894
million, with increases in cash and deposits, short-term
investments, merchandise and finished goods, raw
materials and supplies, and other current assets, despite a
decrease in work in process. Fixed assets fell ¥903 million,
with decreases in intangible assets and investment
securities, despite increases in property, plant and
equipment and asset for retirement benefits. As a result,
total assets rose ¥15,990 million from those of the previous
fiscal year-end, to ¥193,618 million.

Total liabilities rose ¥10,441 million from those of the
previous fiscal year-end, to ¥57,333 million, due mainly to
increases in notes and accounts payable, income taxes
payable, and long-term debt, which o set decreases in short-
term bank loans and the current portion of long-term debt.

Net assets rose ¥5,549 million from those of the
previous fiscal year-end, to ¥136,285 million, due primarily
to an increase in retained earnings.

As a result, equity ratio at the fiscal year-end was
70.4%, a 3.2 percentage-point decrease from that of the

previous fiscal year-end.

Cash Flows
Operating activities generated net cash of ¥3,506 million,
primarily ¥12,770 million in profit before income taxes,
¥4,603 million in depreciation and amortization, a ¥12,330
million increase in inventories, a ¥1,252 million increase in
notes and accounts payable, ¥1,703 million in increase/
decrease in consumption taxes payable/consumption taxes
refund receivable, and ¥1,317 million in income taxes paid.

Investing activities used net cash of ¥6,323 million,
primarily ¥5,697 million in purchase of property, plant and
equipment and ¥596 million in purchase of intangible assets.

Financing activities generated net cash of ¥3,952
million, primarily ¥20,000 million in proceeds from long-
term debt, ¥10,200 million in repayments of long-term debt,
¥3,015 million paid as cash dividends, and ¥2,700 million in
repayments of short-term borrowings.

As a result, cash and cash equivalents at the end of
fiscal 2024 totaled ¥15,021 million, a ¥1,135 million

increase from that of the previous fiscal year-end.

Outlook for Fiscal 2025

The external environment surrounding the ethical drugs
business has become even more severe due to the ongoing
promotion of measures to curtail medical expenses and
drug costs including annual NHI drug price revisions as well
as the strengthening of measures to ensure a stable supply
of drugs. These events have significantly a ected
management of the Kyorin Group. On the other hand, we
expect our internal environment to see growth in the sales
of new drugs, which serve as growth drivers.

Under these circumstances, for fiscal 2025, the final
year of the medium-term business plan “Vision 110
—Stagel-" we have set a goal of “establishing a business
structure for realizing Vision 110” in our management
policy. We will actively work to achieve Group targets and
produce results through our business activities, namely, we
will (1) try for drug innovation through new drug discovery
strategies, (2) expand the development pipeline, (3)
maximize the expansion of sales growth in new drugs, and
(4) improve cost competitiveness.

We forecast increased net sales of new drugs, etc.
(Japan) during the next consolidated fiscal year, including
for Beova, an overactive bladder therapeutic agent, and
Lasvic, a new quinolone antibacterial agent, despite the
impact of NHI drug price revisions (the lower 5% range for
KYORIN Pharmaceutical Co., Ltd.) in April 2025. In the new
drugs (overseas) segment, we forecast a decrease in net
sales primarily due to the absence of revenue from up-front
payments in conjunction with the out-licensing of our
proprietary compounds recorded in the previous fiscal year.
For generic drugs, we forecast an increase in sales. As a
result, we forecast ¥89,000 million in net sales of new
drugs, etc. (Japan), ¥200 million in net sales of new drugs
(overseas), ¥37,700 million in net sales of generic drugs,
and anticipate a decrease of ¥3,087 million in consolidated
net sales, to ¥127,000 million.

Regarding profit, we forecast a decrease in gross profit
due primarily to a higher cost of sales ratio stemming from
drug price revisions and the absence of revenue from up-
front payments in conjunction with the out-licensing of our
proprietary compounds recorded in the previous fiscal year.

On the other hand, we expect SG&A expenses to remain

unchanged (with R&D expenses falling ¥114 million year on
year) and decreases of operating profit to ¥6,100 million

and profit attributable to owners of parent to ¥4,800 million.

Business Risks

The Group promotes its operations within the framework of
pharmaceutical administration, in compliance with legal
regulations regarding pharmaceutical development,
production, and distribution in Japan, such as the
Pharmaceutical and Medical Device Act, as well as various
regulatory frameworks of other countries. However, we are
aware of the existence of risks that could materially a ect
our business performance and financial condition, due to
various factors including substantial changes in relevant
laws, healthcare system reforms, drastic changes in the
market environment, and large-scale natural disasters.

Among such risks, those that could materially a ect the
decisions of investors are described below. Although the
Group has taken organizational and systematic measures to
minimize risk, the outline does not include every risk or
variable that could a ect its business.

The forward-looking statements contained therein

represent the Group’s judgment as of March 31, 2025.

<Risks Associated with Value Creation>
1. Risks Associated with R&D
Ethical drug development requires substantial R&D
investment over lengthy periods, and the success rate for
bringing a drug development candidate to market as a
pharmaceutical product is low. Should development be
delayed or terminated due to safety issues or a failure to
confirm the expected e cacy of a drug development
candidate, our business performance and financial condition
could be materially a ected.

The Group is working to expand our development
pipeline by enhancing our ability to create high-value new
drugs that meet medical needs and by significantly

strengthening in-licensing capabilities.

2. Risks Associated with Stable Supply
The supply of certain products and raw materials to the
Group depends on having specified business partners.

Should manufacturing activities or procurement be delayed
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or terminated due to unforeseeable circumstances, the
stable supply of our products could be adversely a ected.
Furthermore, while our pharmaceutical products are
manufactured within various regulatory frameworks, should
problems such as those related to quality control at
suppliers occur and recalling our products become
necessary, our business performance and financial
condition could be materially a ected.

The Group works closely with subcontracted
manufacturers and suppliers to formulate production plans
and adjust inventories. We strive to ensure a stable supply
of products by such means as securing su cient products
and raw materials to meet demand. When necessary, we
also use alternative subcontracted manufacturers and
multiple suppliers for raw materials and other supplies.
With our four-plant structure, we are working to further
increase our production capacity and productivity.

Regarding quality control, we rapidly and fully engage
with aspects involving reliability assurance and are
strengthening our pharmaceuticals-related legal and

regulatory compliance structure.

3. Risks Associated with Healthcare System Reforms
Japan’s healthcare system, including NHI drug prices, is
being revised. Should greater-than-expected NHI drug price
revisions be made or should changes to the NHI system
occur, our business performance and financial condition
could be materially a ected.

The Group is working to increase profitability by
maximizing the ratio of new drugs and to improve cost
competitiveness by reducing the cost of manufacturing

drugs and optimizing costs Groupwide.

4. Risks Associated with Alliances
The Group promotes strategic alliances to make e cient
use of external capital. Through tie-up agreements with
other pharmaceutical companies inside and outside Japan,
we license technology, allocate sales rights for some
products, and collaborate in sales, R&D, and other activities.
Should these alliances be terminated or should significant
changes in business strategy or the business environment
occur at a business partner, our business performance and
financial condition could be materially a ected.

The Group strives to maintain and develop ongoing
alliance relationships, enhancing these relationships in light of

the business strategies and R&D trends of business partners.
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5. Risks Associated with Competition from Other Drugs
The competitive landscape in the pharmaceutical market is
severe. Should competition from peer products in the same
fields intensify, the entry of generic drugs after the patent
expiry of the original drugs increase, or entry from other
industries utilizing advanced technological capabilities
intensify, our business performance and financial condition
could be materially a ected.

Following our FC (franchise customer) strategy, the
Group is actively engaged in activities aimed at maximizing
the expansion of sales growth in new drugs through
solution-based marketing (proposing solutions to problems)
as one of the priority strategies of our medium-term
business plan. In the generic drugs business, we are
focusing on the manufacture and sale of authorized
generics and working to develop businesses that utilize

the unique characteristics of the Group.

6. Risks Associated with Side E ects
For our pharmaceutical products, we conduct clinical trials
in the development phase and sell products after they are
reviewed and approved by relevant authorities. Should
unforeseeable or serious side e ects occur after the launch
of these products, their usage may be restricted, products
may be recalled, or their sale may be discontinued, and our
business performance and financial condition could be
materially a ected.

The Group collects and analyzes a wide range of safety
information after the launch of a pharmaceutical product
and promptly provides appropriate information to the

medical field.

7. Risks Associated with Intellectual Property Rights
Should the Group’s business activities infringe on the
intellectual property rights of another company or should
a third party infringe on our intellectual property rights, the
Group could encounter issues such as business
discontinuation or legal disputes, which could materially
a ectour business performance and financial condition.
The Group strictly manages its intellectual property
rights and continuously and carefully watches out for any

infringements by third parties.

<Risks Associated with Our Foundation to Support Value
Creation>
1. Risks Associated with IT Security and Information

Management

The Group utilizes numerous IT systems in its business
operations and handles highly confidential and personal
information. Therefore, we face the risk of operations being
suspended or information being leaked due to factors such
as system faults, computer viruses, or cyberattacks. Should
society’s trust in the Group become seriously weakened due
to unforeseeable business disruptions or leakages of
information, our business performance and financial
condition could be materially a ected.

The Group strives to establish IT security measures
and a framework for information management systems by
introducing IT security services, regularly backing up data,
establishing various information management regulations,

and providing employee training on those regulations.

2. Risks Associated with Human Resources
The Group believes that the growth of human resources
serves as the driving force behind the strengthening of our
business and considers enhancing human resources an
important issue for executing business strategies and
realizing results. However, should we become unable to
secure talented personnel and diversity in our workforce,
including women, mainly due to intensifying competition
for human resources and significant changes in the work
environment, the growth of our business activities may
stagnate, which could materially a ect our business
performance and financial condition.

Committed to the basic idea that the Company and
its employees are partners that realize mutual benefits,
the Group is working to appropriately operate its human
resources management system. We are also actively
promoting work-style reforms that respect diverse values
through initiatives such as promoting women'’s active

participation.

3. Risks Associated with Lawsuits
The Group faces litigation risks in its business activities
both in Japan and overseas, including those associated with
intellectual property rights such as patents, violations of the
Product Liability Act, and labor disputes. Should lawsuits
involving such risks be brought against the Group, our
business performance and financial condition could be
materially a ected.

While conducting business activities, the Group takes

appropriate measures based on the advice of experts.

4. Risks Associated with Environmental Issues

The Group conducts business activities with consideration for
the environment. However, should a violation of relevant laws
or regulations occur due to unexpected accidents or other
events in business operations, our business performance
and financial condition could be materially a ected.

The Group strives to not only comply with relevant laws
and regulations but also to achieve even higher voluntary
standards in terms of the environment, health, and safety.

It also promotes Groupwide EHS activities that integrate the
environmental management system and the industrial
safety and hygiene management system. In particular, the
Group views climate change countermeasures as one of

its critical issues. As a result, it has established the
Environmental Committee to consider the impact of

Groupwide business activities on the environment.

5. Risks Associated with Large-Scale Disasters
Should natural disasters such as earthquakes or typhoons,
accidents such as fires, or pandemics such as influenza or
COVID-19 occur, these events could result in the closure of
plants and the suspension of operations at KYORIN
Pharmaceutical Group Facilities Co., Ltd., the Company’s
production subsidiary, the Group’s suppliers, or other
locations. Should such plant closings or suspensions extend
for a lengthy period, our business performance and financial
condition could be materially a ected.

The Group prepares various manuals and conducts
drills to prepare for large-scale disasters. We also secure
a certain amount of inventory to ensure a stable supply

of products.

6. Risks Associated with Volatility in the Financial Markets
The Group’s business performance and financial condition
could be a ected during import and export transactions due
to fluctuations in exchange rates. Greater-than-expected
fluctuations in financial markets could result in an increase
in interest expenses, surging purchase prices, and
fluctuations in the amounts of pension assets, retirement
benefit obligations, the valuation of shares held, etc., by
which our business performance and financial condition
could be materially a ected.

The Group responds to fluctuations in financial markets
by confirming trends in these markets when drafting
business plans, then concluding exchange contracts and

revising fund procurement methods.
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Consolidated Balance Sheet

KYORIN Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
As of March 31

Millions of yen

Thousands of U.S. dollars

(Note 3)

Millions of yen

Thousands of U.S. dollars

(Note 3)

2025 2024 2025 2025 2024 2025
Assets Liabilities and net assets
Current assets: Current liabilities:
_ Notes and accounts payable (Note 14) ¥ 15517 ¥ 14,265 $ 103,772
Cash and cash in banks (Notes 4 and 14) ¥ 15,021 ¥ 13,886 $ 100,455
Short-term bank loans (Notes 6 and 14) 7,400 10,100 49,488
Notes receivable (Note 14) 1.524 1,644 10,192 Current portion of long-term debt (Notes 6 and 14) 200 10,200 1,338
Accounts receivable (Note 14) 46,059 46,070 308,025 Lease obligations (Note 6) 135 87 903
Contract assets _ 26 _ Accrued income taxes (Note 17) 3,176 923 21,240
. Accrued bonuses to employees 2,226 2,198 14,887
Short-term investments (Notes 5 and 14) 1,493 99 9,985 pioy
Asset retirement obligations (Note 19) — 623 —
Inventories:
Other 6,455 7,092 43,169
Merchandise and finished goods 22,558 18,795 150,859 Total current liabilities 35111 45 491 234.809
Work in process 13,112 14,622 87,688
Raw materials and supplies 30,060 19,983 201,030 Long-term liabilities:
Long-term debt (Notes 6 and 14) 20,235 435 135,324
Other 6,347 4,153 42,446
Lease obligations (Note 6) 469 124 3,136
Less allowance for doubtful accounts (42) (42) (281) Deferred tax liabilities (Note 17) 59 181 395
Total current assets 136,134 119,240 910,413 Provision for stock-based payments 334 — 2,234
Liability for retirement benefits (Note 16) 575 117 3,845
Property, plant and equipment: Asset retirement obligations (Note 19) 37 37 247
Other 509 504 3,404
Land 2,811 2,831 18,799 ——
Total long-term liabilities 22,221 1,400 148,606
Buildings and structures 40,810 34,726 272,922
Machinery and vehicle 30,646 27,388 204,949 Net assets:
Leased assets 1,234 760 8,253 Shareholders’ equity (Note 7):
Construction in progress 937 8,490 6,266 Common stock, no par value:
Authorized-297,000,000 shares in 2025 and 2024
Other 9,700 9,432 64,870 .
Issued-64,607,936 shares in 2025 and 2024 700 700 4,681
Less accumulated depreciation and impairment loss (55,838) (54,679) (373,423) Capital surplus 4752 4752 31780
Property, plant and equipment, net 30,303 28,950 202,655 Retained earnings 142,789 136,726 954,919
Treasury stock, at cost:
7,159,087 shares in 2025
Investments and other assets:
7,159,151 shares in 2024 (17,349) (17,350) (116,024)
Investment securities (Notes 5 and 14) 20,042 22,106 134,033 Total shareholders’ equity 130,892 124,829 875.356
Asset fOI' retirement beneﬁts (Note 16) 158 — 1,057 Accumulated Other Comprehensive income:
Deferred tax assets (Note 17) 591 465 3,952 Unrealized holding gain on other securities 5,544 5,926 37,076
Other 6419 6.898 42,928 Deferred gains on hedges 13 — 87
Retirement benefits liability adjustments (166) (20) (1,110)
Less allowance for doubtful accounts (32) (33) (214) —
Total accumulated other comprehensive income 5,392 5,905 36,060
Total investments and other assets 27,180 29,436 181,770 Total net assets 136,285 130,735 911,422
Total assets ¥193,618 ¥177,627 $1,294,844 Total liabilities and net assets ¥193,618 ¥177,627 $1,294,844
See notes to consolidated financial statements.
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Consolidated Statement of Income

KYORIN Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
For the year ended March 31, 2025

Thousands of U.S. dollars

Millions of yen (Note 3)
2025 2024 2025
Net sales ¥130,087 ¥119,532 $869,973
Cost of sales 70,551 67,904 471,818
Gross profit 59,535 51,628 398,148
Selling, general and administrative expenses (Note 8) 46,967 45,394 314,098
Operating profit 12,567 6,234 84,043
Other income (expenses):
Interest and dividend income 497 501 3,324
Interest expense (173) (66) (1,157)
Equity in gains (losses) of a liates 38 (12) 254
Foreign exchange gain 165 59 1,103
Loss on sales and retirement of property, plant and
equipment, net (Note 9) Properp e (90) LS
(Loss) gain on sales of investment securities (Note 5) (1) 993 (7)
Loss on devaluation of investment securities (Note 5) (304) — (2,033)
Gain on liquidation of subsidiaries — 410 —
Loss on disaster (Note 11) — (27) —
Extra retirement payments (Note 12) — (869) —
Subsidy income (Note 10) 102 — 682
Insurance claim income 0 108 0
Compensation income 106 1 709
Head o ce relocation expenses (68) — (455)
Loss on discontinuation of product sales (Note 13) (49) — (328)
Other, net 17 (3) 114
Other income, net 203 1,005 1,358
Profit before income taxes 12,770 7,239 85,401
Income taxes (Note 17):
Current 3,807 1,897 25,460
Deferred (123) (133) (823)
Total income taxes 3,684 1,764 24,637
Profit 9,086 5,475 60,764
Profit attributable to shareholders of KYORIN Pharmaceutical Co., Ltd. ¥ 9,086 ¥ 5475 $ 60,764

See notes to consolidated financial statements.

Consolidated Statement of Comprehensive Income

KYORIN Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
For the year ended March 31, 2025

Thousands of U.S. dollars

Millions of yen (Note 3)
2025 2024 2025
Profit ¥9,086 ¥5,475 $60,764
Other comprehensive income (loss) (Note 18):
Unrealized holding (loss) gain on other securities (381) 201 (2,548)
Deferred gains on hedges 13 — 87
Translation adjustments — (340) —
Retirement benefits liability adjustments (145) 2,736 (970)
Share of other comprehensive income of a liates accounted
. . 0 30 0
for using equity method
Total other comprehensive (loss) income (513) 2,627 (3,431)
Comprehensive income ¥8,572 ¥8,102 $57,326
Total comprehensive income attributable to:
Shareholders of KYORIN Pharmaceutical Co., Ltd. ¥8,572 ¥8,102 $57,326

Non-controlling interests =
See notes to consolidated financial statements.
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Consolidated Statement of Changes in Net Assets

KYORIN Pharmaceutical Co., Ltd. and Consolidated Subsidiaries

For the year ended March 31, 2025

Millions of yen

Shareholders’ equity

Accumulated other comprehensive income

Number of
shares

Common  Capital  Retained

Unrealized
Treasury Total holding gain

issued stock sulis earninds stock, at  shareholders’  (loss) on
(Common P ¢ cost equity other
stock) securities

Deferred
gains on
hedges

adjustments

Refirement accurg:llated Total net
Translation  benefits other assets
adjustments  liability comprehensiie

income

Balance as of April 1, 2023 64,607,936 ¥700

¥AT52  ¥134396  ¥(17,666) ¥122,182 ¥5,695

W0 ¥275)

¥3218  ¥125461

Cumulative e ects of

changes in accounting - - - (201) - (201) - - - - - (201)
policies
Restated balance - 700 4752 134195  (17,666) 121981 5,695 - 340 (2756) 32718 125259
Cash dividends - - - (30 - (30 - - - - - (3023)
Profit attributable to
shareholders of KYORIN - - - 5475 - 5475 - - - - - 5475
Pharmaceutical Co., Ltd.
Change in scope of
cor?solidatio% a B B E B K B B B - - r
Purchase of treasury stock - - - - 0) 0) - - - - - 0
Disposals of treasury stock - - - - i} 317 - - - - - il
Other changes - - - - - - 231 - (340) 2736 2627 2,621
Net changes during the year - - - 2531 316 2847 231 - (340) 2736 2627 5475
Balance as of April 1,2024 64,607,936 700 4752 136726  (17,350) 124,829 5926 — — (200 5905 130,735
Cumulative e ects of
changes in accounting - - - - - - - - - - - -
policies
Restated balance - 700 4752 136,726  (17,350) 124,829 5926 - - (200 5905 130,735
Cash dividends - - - (303 - (3023 - - - - - (3,023)
Profit attributable to
shareholders of KYORIN - - - 9,086 - 9,086 - - - = = 9,086
Pharmaceutical Co., Ltd.
Change in scope of _ _ _ _ _ _ _ _ _ _ _ _
consolidation
Purchase of treasury stock - = = = 0) (0) — — — — _ ()
Disposals of treasury stock - - - - 1 1 - - - - - 1
Other changes - - - - - - (381) 13 - (145) (513) (513)
Net changes during the year - - - 6,062 0 6,063 (381) 13 - (145) (513) 5549

Balance as of March 31,2025 64,607,936 ¥700

¥4752 ¥142,789  ¥(17,349) ¥130,892 ¥5,544

3 — Y166)

¥5302  ¥136,285

Thousands of U.S. dollars (Note 3)

Shareholders’ equity

Accumulated other comprehensive income

Number of Unrealized
shares . . Treasury Total holding gain
issued COS'E)T; n sclTrF;Itjl Egﬁﬁ:g;g stock, at sharehqlders’ (loss) on

(Common cost equity other
stock) securities

Deferred
gains on
hedges

Retirement
Translation ~ benefits
adjustments  liability

adjustments

otal
accumulated  Total net
other assets

comprehensive

income

Balance as of April 1, 2024 64,607,936  $4,681

$31,780 $914372 $(116,030) $834809  $39,631

$— $—  §(134)

$39,490  $874,306

Cumulative e ects of
changes in accounting - -

policies
Restated balance - 4681 31,780 914372 (116,030) 834,809 39,631 - - (134) 39490 874,306
Cash dividends - - - (20217) - (20217) - - - - — (20217
Profit attributable to
shareholders of KYORIN - - — 60,764 — 60,764 — - - - - 60,764
Pharmaceutical Co., Ltd.
Change in scope of _ _ _ _ _ _ _ _ _ _ _ _
consolidation
Purchase of treasury stock - - - - 0) 0) - - - - - (0)
Disposals of treasury stock - - - - 7 7 - - - - - 7
Other changes - - - - - - (2,548) 87 - (970) (3431  (3431)
Net changes during the year - — 40540 0 40547 (2,548) 87 - (970) (3431 37,110

Balance as of March 31,2025 64,607,936  $4,681

$31,780 $954,919 $(116,024) $875356  $37,076

887 $—  $(1,110)

$36,060  $911,422

See notes to consolidated financial statements.
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Consolidated Statement of Cash Flows

KYORIN Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
For the year ended March 31, 2025

Thousands of U.S. dollars

Millions of yen (Note 3)
2025 2024 2025
Operating activities
Profit before income taxes ¥12,770 ¥ 7,239 $ 85,401
Depreciation and amortization 4,603 4,290 30,783
(Decrease) increase in allowance for doubtful accounts 1) 5 (7)
Increase in accrued bonuses to employees 27 16 181
Increase (decrease) in provision for stock-based payments 334 (466) 2,234
Decrease in asset for retirement benefits 65 279 435
Increase in liability for retirement benefits 23 18 154
Equity in (gains) losses of a liates (38) 12 (254)
Interest and dividend income (497) (501) (3,324)
Interest expense 173 66 1,157
Loss on sales and retirement of property, plant and
. 127 90 849
equipment, net
Loss (gain) on sales of investment securities, net 1 (993) 7
Loss on devaluation of investment securities 304 — 2,033
Gain on liquidation of subsidiaries — (410) —
Subsidy income (102) - (682)
Extra retirement payments — 869 —
Loss on disaster — 27 —
Head o ce relocation expenses 68 — 455
Loss on discontinuation of product sales 49 — 328
Decrease (increase) in notes and accounts receivable 158 (439) 1,057
Increase in inventories (12,330) (5,665) (82,458)
Increase in notes and accounts payable 1,252 502 8,373
Decrease in consumption taxes payable or receivable (1,703) (183) (11,389)
Other, net (461) (62) (3,083)
Subtotal 4,824 4,695 32,261
Interest and dividend received 505 501 3,377
Interest paid (173) (66) (1,157)
Extra retirement payments paid (265) (604) (1,772)
Head o ce relocation expenses paid (68) — (455)
Income taxes paid (1,317) (2,975) (8,808)
Net cash provided by operating activities 3,506 1,549 23,447
Investing activities
Payments for time deposits — (910) —
Proceeds from withdrawal of time deposits — 1,511 —
Purchase of property, plant and equipment (5,697) (5,778) (38,099)
Proceeds from sales of property, plant and equipment 42 0 281
Subsidies received 102 — 682
Purchase of intangible assets (596) (468) (3,986)
Purchase of investment securities (152) (0) (1,017)
Proceeds from sales and redemption of investment securities 100 2,044 669
Proceeds from liquidation of subsidiaries — 921 —
Other, net (122) (509) (816)
Net cash used in investing activities (6,323) (3,187) (42,286)
Financing activities
Proceeds from long-term debt 20,000 — 133,752
Repayments of lease obligations (131) (133) (876)
Repayments of long-term debt (10,200) (200) (68,214)
Net increase in treasury stock 0) 0) (0)
Cash dividends (3,015) (3,013) (20,163)
Decrease in short-term bank loans, net (2,700) — (18,057)
Net cash provided by (used in) financing activities 3,952 (3,347) 26,429
E ects of exchange rate changes on cash and cash equivalents (0) 87 (0)
Increase (decrease) in cash and cash equivalents 1,135 (4,897) 7,590
Cash and cash equivalents at beginning of year 13,886 18,816 92,864
Decrease in cash and cash equivalents resulting from
. S o — (32) —
exclusion of subsidiaries from consolidation
Cash and cash equivalents at end of year (Note 4) ¥ 15,021 ¥13,886 $100,455

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

KYORIN Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
For the year ended March 31, 2025

1. Basis of Presentation of Consolidated Financial Statements

The accompanying consolidated financial statements of
KYORIN Pharmaceutical Co., Ltd. (the “Company”) and
consolidated subsidiaries (the “Group”) are prepared in
accordance with accounting principles generally accepted
in Japan (“Japanese GAAP"), which are di erent in certain
respects as to the application and disclosure requirements
of International Financial Reporting Standards, and are
compiled from the consolidated financial statements
prepared by the Company as required by the Financial
Instruments and Exchange Act of Japan.

Certain reclassifications have been made in the 2024

of Significant Accounting Policies

consolidated financial statements to conform to the 2025
presentation. These reclassifications have no e ecton
consolidated profit and net assets. Amounts of less than
one million yen have been rounded down to the nearest
million yen, and amounts less than one thousand U.S.
dollars have been rounded down to the nearest thousand
U.S. dollars, in the presentation of the accompanying
consolidated financial statements. As a result, the totals in
yen and U.S. dollars do not necessarily agree with the sum
of the individual amounts.

(a) Basis of Consolidation and Accounting for Investments in

Unconsolidated Subsidiaries and Affiliates

The accompanying consolidated financial statements
include the accounts of the Company and significant
companies controlled directly or indirectly by the Company.
Companies over which the Company exercises significant
influence in terms of their operating and financial policies
are included in the consolidated financial statements on
an equity basis. As of March 31, 2025, the numbers of
consolidated subsidiaries and a liates accounted for by
the equity method were two and one (two and one in 2024),
respectively. As of March 31, 2025, the number of
unconsolidated subsidiaries was two. The Company
deconsolidated Kyorin Europe GmbH, which resolved to
dissolve in March 2023, and ActivX Biosciences, Inc., which
resolved to dissolve in March 2023 and also conducted the
distribution of certain residual assets in the year ended
March 31, 2024. These companies became unconsolidated
subsidiaries because they have insignificant e ects on the
consolidated financial statements of the Company. Both
companies were in the process of liquidation as of the
consolidated balance sheet date. All significant inter-
company balances and transactions are eliminated in
consolidation.

Investments in subsidiaries and a liates, which are
not consolidated or accounted for by the equity method, are
carried at cost or less. Where there has been a significant
decline in the value of such investments, the Company has
written down the investments.

(b) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, deposit
with banks withdrawable on demand, and short-term
investments that are readily convertible into cash and
subject to an insignificant risk of any changes in their value

and were purchased with original maturities of three
months or less.

(c) Short-Term Investments and Investment Securities
Securities other than equity securities issued by
subsidiaries and an a liate are classified into other
securities. Securities other than equity securities, etc.
without market prices that are classified as other securities
are carried at fair value with changes in unrealized gain

or loss, net of the applicable income taxes, and directly
included in net assets. Equity securities, etc. without market
prices that are classified as other securities are stated at
cost. Cost of securities sold is determined by the moving
average method.

(d) Inventories

Merchandise and finished goods, work in process, raw
materials, and some supplies (samples) are stated at cost
determined by the moving average method. Inventories with
lower profitability are written down to their net realizable
value. Supplies except for samples are stated by the last
purchase price method.

(e) Derivatives
Derivatives are measured at fair value.

(f) Depreciation and Amortization (Except for Leased Assets)
Depreciation of property, plant and equipment is calculated
by the straight-line method based on the estimated useful
lives of the respective assets. The useful lives of property,
plant and equipment are summarized as follows:

Buildings and structures 12 to 38 years

Machinery and vehicle 4 to 17 years

Intangible assets are amortized by the straight-line

method over their estimated useful lives. Computer software
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for internal use is capitalized and amortized by the straight-
line method over the useful life of three to five years.

(g) Leases

Leased assets are depreciated over the lease term by the
straight-line method with no residual value. All finance
leases are accounted for in the same manner as sales
transactions.

(h) Research and Development Expenses
Research and development expenses are expensed as
incurred.

(i) Income Taxes

Deferred tax assets and liabilities are determined on the
basis of di erences between financial reporting and the tax
bases of the assets and liabilities and are measured using
the e ective tax rates and enacted laws that will be ine ect
when the di erences are expected to reverse.

(j) Accounting Method for Retirement Benefits

The retirement benefit obligation is calculated by allocating
the estimated retirement benefit amount to the period of
service on the benefit formula basis.

Prior service cost is amortized as incurred by the
straight-line method over the average remaining years of
service of employees in the year such cost occurs (10 years).

Actuarial gain or loss is amortized from the year
following the year in which such gain or loss is recognized
primarily by the straight-line method over the average
remaining years of service of employees in the year such
gain or loss occurs (10 years).

Unrecognized actuarial loss and unrecognized prior
service costs are, after adjusting for tax e ects, recorded as
retirement benefits liability adjustments under accumulated
other comprehensive income in net assets.

(k) Appropriation of Retained Earnings

Appropriation of retained earnings with respect to a given
financial period is made by resolution of the Board of
Directors’ meeting for dividends and resolution of the
ordinary general shareholders’ meeting for other
appropriations (see Note 7).

(1) Application of the Group Tax Sharing System

The Company and its domestic consolidated subsidiaries
have applied the group tax sharing system.
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(m) Significant Revenue and Expense Recognition Standards
The Group earns revenue from sales of pharmaceuticals
and other products, as well as royalty income and service
revenue based on contracts, etc., that allow third parties to
research and develop, manufacture, sell, and use the
Group’s products and technologies. The Group recognizes
revenue as the amount it expects to receive in exchange for
its goods or services when customers obtain control of the
goods or services that are promised to be transferred.

Revenue from sales of pharmaceuticals and other
products is recognized when performance obligations are
satisfied by transferring control of pharmaceuticals and
other products to customers. For sales of pharmaceuticals
and other products in Japan, the Group recognizes revenue
at the time of shipment in accordance with Paragraph 98 of
the Implementation Guidance on Accounting Standard for
Revenue Recognition, because the period from the time of
shipment to the time when control of the pharmaceuticals
and other products is transferred to customers is a normal
period.

Transaction prices are calculated based on
considerations promised in contracts with customers, less
sales rebates, etc.

For considerations for sales incentives, etc., paid to
distributors, the Group reduces certain sales incentives, etc.,
from transaction prices.

In addition, for sales with expected reruns of products,
the Group does not recognize revenue at the time of sales,
in accordance with provisions regarding variable
considerations.

Royalty income and service revenue include upfront
payments, development milestone income, sales milestone
income, and royalty income based on licensing agreements
(granting or transferring rights to research and develop,
manufacture, and sell pharmaceuticals and other products
to third parties based on patents and know-how). With
respect to income such as upfront payments, development
milestone income, and sales milestone income based on
licensing agreements, if performance obligations are
satisfied at a point in time, the income is recognized as
sales revenue when development and sales rights are
granted, or when the contractually specified milestones are
achieved. If performance obligations are satisfied over time,
the consideration is recorded as a contract liability. Upfront
payments and milestone income are recognized as sales
revenue over time, such as an expected contract period,
in accordance with the method of measuring progress
regarding satisfaction of performance obligations
determined for each contract. Income related to sales

royalties where the consideration received for licensing of
intellectual property is based on net sales or usage is
recognized as sales revenue when customers’ sales
revenue, etc., is generated, or performance obligations are
satisfied, whichever is later.

The Group receives considerations for performance
obligations generally within one year after satisfying the
performance obligations in accordance with payment terms
prescribed separately, and such considerations do not
contain a significant financing component.

(n) Significant Hedge Accounting Method's
In principle, deferred hedging is applied as a hedge
accounting method. Foreign exchange contracts are
accounted for by the allocation treatment when the
contracts meet the criteria.

Regarding hedging instruments and hedged items,
foreign exchange contracts are carried out for monetary

receivables and payables denominated in foreign currencies.

As our hedge policy, we are working within the limits of
the amount of foreign currency transactions and do not
conduct speculative transactions.

Since important conditions of hedged items and
hedging instruments are the same, it can be assumed that
the hedging instruments will completely o set market
fluctuations at the beginning of the hedge and continuously
thereafter, the evaluation of the hedge e ectiveness is
omitted. The evaluation of the e ectiveness of foreign
exchange contracts based on the allocation treatment is
also omitted.

(o) Significant Accounting Estimates

Recoverability of Deferred Tax Assets

(1) The amounts of deferred tax assets and liabilities
recorded for the years ended March 31, 2025 and 2024

were as follows:
Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Deferred tax assets ¥ 591 ¥465 $ 3,952
Deferred tax liabilities 59 181 395
(Deferred tax assets before o setting against deferred tax liabilities) 3,967 3,764 26,530

(2) With respect to deductible temporary di erences,
recoverability of deferred tax assets is judged using
taxable income based on future profitability, tax
planning, etc.

Taxable income is estimated mainly on the basis of business

plans that incorporate market prices (distribution prices),

etc. The market growth rate trends due to implementation
of annual drug price revisions implemented in line with
basic policies of the NHI drug pricing system reforms and
further promotion of measures to curtail medical expenses
and drug costs, and cost increases in

raw materials, energy, etc. a ected the Group’s business

activities. Such e ects have been incorporated into the

business plans, which are the basis for estimating future
taxable income, in light of external information, etc.

available at the end of the year ended March 31, 2025.

The timing of when taxable income incurs and its
amount may be a ected by changes in the external
environment surrounding the ethical drugs business, which
is the core of the Group. If the actual timing and amount of
taxable income are di erent from estimates, deferred tax
assets recorded in the consolidated financial statements
for the year ended March 31, 2025 may be reversed.

(p) Changes in Accounting Policies

Application of the “Accounting Standard for Current
Income Taxes,” etc.

The Group has applied the “Accounting Standard for Current
Income Taxes” (Accounting Standards Board of Japan
(“ASBJ”) Statement No. 27, revised on October 28, 2022;
hereinafter, the “2022 Revised Accounting Standard”), etc.,
from the beginning of the year ended March 31, 2025.

Amendments to the classification of income taxes
(taxation on other comprehensive income) are made in
accordance with the transitional treatment set forth in the
proviso to Paragraph 20-3 of the 2022 Revised Accounting
Standard and the transitional treatment set forth in the
proviso to Paragraph 65-2 (2) of the “Guidance on Accounting
Standard for Tax E ect Accounting” (ASBJ Guidance No.
28, revised on October 28, 2022; hereinafter, the “2022
Revised Implementation Guidance”). The changes in
accounting policies have no e ect on the consolidated
financial statements.

In addition, with regard to amendments related to the
review of the treatment in the consolidated financial
statements in the case of deferral of gains and losses arising
from the sale of shares of subsidiaries among consolidated
companies for tax purposes, the Group has applied the 2022
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Revised Implementation Guidance from the beginning of the
year ended March 31, 2025. The changes in accounting
policies are retroactively applied, and the consolidated
financial statements for the previous fiscal year represent
those after the retroactive application. The changes in
accounting policies have no e ect on the consolidated
financial statements for the previous fiscal year.

Change in the Valuation Method of Inventories

The Company and certain consolidated subsidiaries had
adopted the cost method based on the gross average
method for the valuation of inventories for merchandise and
finished goods, work in process, raw materials, and some
supplies (samples). However, it has been changed to the
cost method based on the moving average method from the
year ended March 31, 2025.

The purpose of this change is to enable faster and more
appropriate valuation of inventories and calculation of
periodic profits and losses in response to the establishment
of new core systems and changes in trading conditions.

The changes in accounting policies are retroactively
applied, and the consolidated financial statements for the
previous fiscal year represent those after the retroactive
application.

As a result, cost of sales for the previous fiscal year
decreased by ¥220 million, and operating profit and profit
before income taxes increased by ¥220 million,
respectively, compared with the figures before the
retroactive application. At the end of the previous fiscal
year, merchandise and finished goods decreased by ¥235
million, raw materials and supplies increased by ¥166
million, deferred tax assets increased by ¥17 million, and
the balance of retained earnings decreased by ¥48 million.
Since the cumulative e ect was reflected in net assets at
the beginning of the previous fiscal year, the balance of
retained earnings at the beginning of the previous fiscal
year decreased by ¥201 million.

(q) Accounting Standard Issued but Not Yet Effective

« “Accounting Standard for Leases” (ASBJ Statement No.
34, issued on September 13, 2024)

« “Implementation Guidance on Accounting Standard for
Leases” (ASBJ Guidance No. 33, issued on September 13,
2024)

(1) Overview

As part of e orts to make the Japanese GAAP internationally
consistent, the Accounting Standards Board of Japan (ASB)
reviewed the development of an accounting standard for
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leases that recognizes assets and liabilities for all leases of
lessees, taking into account international accounting
standards. As a basic policy, the ASB announced the
accounting standard for leases, etc., which is based on the
single accounting model of IFRS 16, but aims to make it
simple and convenient by adopting only the main provisions
rather than all the provisions of IFRS 16. Furthermore, there
is basically no need to revise the provisions of IFRS 16 even
if they are used in non-consolidated financial statements.

As in IFRS 16, for the purpose of accounting for lessees,
a single accounting model is applied to allocate the cost of
leases by lessees, regardless of whether the leases are
finance leases or operating leases, in which depreciation on
right-of-use assets and an equivalent amount of interest on
lease liabilities are recorded for all leases.

(2) Date of application
Scheduled to be applied from the beginning of the fiscal
year ending March 31, 2028

(3) E ect of application

The e ect of applying the “Accounting Standard for Leases,”
etc., on the consolidated financial statements is currently
being evaluated.

(r) Changes in Presentation

Consolidated Statement of Income

“Subsidy income” under “Other income (expenses),” which
was separately presented in the previous fiscal year, is
included in “Other, net” in the year ended March 31, 2025,
due to a decline in monetary materiality. “Compensation
income,” which was included in “Other, net” under “Other
income (expenses)” in the previous fiscal year, is separately
presented from the year ended March 31, 2025, because the
amount exceeded 10% of the total amount of other income
(expenses). To reflect these changes in presentation, the
consolidated financial statements for the previous fiscal
year have been reclassified.

As a result, ¥3 million in “Subsidy income” and ¥61
million included in “Other, net” under “Other income
(expenses)” in the consolidated statement of income for the
previous fiscal year have been reclassified as ¥1 million in
“Compensation income” and ¥64 million in “Other, net”
under “Other income (expenses).”

(s) Additional Information

Employee Stock Delivery Trust (the “J-ESOP™)

At a meeting of the Board of Directors held on February 23,
2016, the Company resolved that KYORIN Pharmaceutical

Co., Ltd. (“KYORIN Pharmaceutical”), which was a subsidiary
of the Company, introduces an incentive plan referred to as
the Employee Stock Delivery Trust (the “J-ESOP” hereinafter,
the “ESOP Plan”) under which the Company’s shares are
delivered to employees of KYORIN Pharmaceutical.

The Company accounts for the Plan in line with the
guidelines set out in “Practical Solution on Transactions of
Delivering the Company’s Own Stock to Employees etc.
through Trusts” (PITF No. 30, March 26, 2015).

(1) Outline of transactions
Under the ESOP Plan, the Company'’s shares are delivered
to eligible employees of KYORIN Pharmaceutical who satisfy
certain requirements, on the bases of the stock benefit plan
rules prescribed by KYORIN Pharmaceutical in advance.
KYORIN Pharmaceutical awards its employees a set
number of points on the bases of business performance
and their personal contribution and delivers or pays the
Company'’s shares and cash to employees who attain rights
to receive such delivery or payment under certain
conditions. The Trust acquires the Company’s shares to be
delivered including future delivery portion using the
entrusted money, and separately manages it as trust assets.
Introduction of the ESOP Plan is expected to contribute
to employees’ work motivation by increasing interest in
improvement of business performance and the Company’s
share price. In addition, various stakeholders including
shareholders are expected to receive shared benefits from
improvement in the Company’s corporate value.

(2) Company shares remaining in trust

Treasury shares remaining in the Trust are presented as
treasury stock in net assets with carrying value in the Trust
(excluding ancillary expenses). As of March 31, 2025 and
2024, the carrying amounts of the treasury shares were
¥1,322 million ($8,841 thousand) and ¥1,322 million,
respectively, and the total numbers of treasury shares were

606 thousand shares and 606 thousand shares, respectively.

Performance-Linked Stock Compensation Plan

At the 58th Annual General Shareholders Meeting, held on
June 24, 2016, the Company resolved to introduce a
performance-linked stock compensation plan (hereinafter,
the “Plan”) for directors of the Company (excluding outside
directors; hereinafter, “Directors”). At the Annual General
Shareholders Meeting, held on June 23, 2023, the Company
resolved to revise the Plan.

The Company accounts for the Plan in line with the
guidelines set out in the “Practical Solution on Transactions
of Delivering the Company’s Own Stock to Employees etc.
through Trusts” (PITF No. 30, March 26, 2015).

(1) Outline of transactions
The Plan is a stock-based compensation arrangement
whereby the Company’s shares are acquired through a trust
with funds contributed by the Company, and the Company’s
shares and the amount of cash equivalent to the Company’s
shares at their fair value (hereinafter, the “Company’s Shares,
etc.”) are paid to eligible Directors on the basis of the stock
benefit plan rules for directors prescribed by the Company.
The Company adopts a Board Benefit Trust system
when introducing the Plan. In principle, Directors will
receive the Company’s Shares, etc., on a certain date during
the trust period set out by the stock benefit plan rules for
directors or upon their retirement, whichever is earlier.

(2) Company shares remaining in trust

Treasury shares remaining in the Trust are presented as
treasury stock in net assets with carrying value in the Trust
(excluding ancillary expenses). As of March 31, 2025 and
2024, the carrying amounts of the treasury shares were
¥188 million ($1,257 thousand) and ¥189 million, respectively,
and the total numbers of treasury shares were 83 thousand
shares and 83 thousand shares, respectively.

3. U.S. Dollar Amounts

The translation of yen amounts into U.S. dollar amounts is
included solely for convenience, as a matter of arithmetic
computation only, at the rate of ¥149.53 = U.S.$1.00, the
approximate rate of exchange on March 31, 2025. The

translation should not be construed as a representation that
yen have been, could have been, or could in the future be,
converted into U.S. dollars at the above or any other rate.
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4. Cash and Cash Equivalents

Cash and cash equivalents as of March 31, 2025 and 2024 for the consolidated statements of cash flows consisted of the following:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Cash and cash in banks ¥15,021 ¥13,886 $100,455
Cash and cash equivalents ¥15,021 ¥13,886 $100,455

5. Short-Term Investments and Investment Securities

Information regarding marketable securities classified as other securities as of March 31, 2025 and 2024 is as follows:

Marketable other securities

Millions of yen Thousands of U.S. dollars

2025 2025
Acquisition Carrying Unrealized Acquisition Carrying Unrealized
cost value gain (loss) cost value gain (loss)

Securities whose carrying
value exceeds their
acquisition cost:

Equity securities ¥7,480 ¥15,460 ¥7,980 $50,023 $103,391 $53,367
Debt securities:
Government bonds — — — — — —
Corporate bonds — — = — — _
Other bonds — — = — — —

Subtotal 7,480 15,460 7,980 50,023 103,391 53,367

Securities whose carrying
value does not exceed their
acquisition cost:

Equity securities — — — — — —
Debt securities:

Government bonds 4,900 4,844 (55) 32,769 32,395 (368)
Corporate bonds — — — — — —
Other bonds — — — — — —
Subtotal 4,900 4,844 (55) 32,769 32,395 (368)
Total ¥12,380 ¥20,305 ¥7,925 $82,793 $135,792 $52,999
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Millions of yen
2024
Acquisition Carrying value Un_realized
cost gain (loss)
Securities whose carrying value exceeds their acquisition cost:
Equity securities ¥4,479 ¥12,828 ¥8,348
Debt securities:
Government bonds — — —
Corporate bonds — — —
Other bonds — — —
Subtotal 4,479 12,828 8,348
Securities whose carrying value does not exceed their acquisition cost:
Equity securities 3,000 2,948 (51)
Debt securities:
Government bonds 5,000 4971 (28)
Corporate bonds — — —
Other bonds — — —
Subtotal 8,000 7,919 (80)
Total ¥12,480 ¥20,748 ¥8,268

Unlisted securities and other non-marketable securities
are not included in the above schedules. The amounts of
these securities were ¥467 million ($3,123 thousand) and
¥725 million as of March 31, 2025 and 2024, respectively.

Sales amounts of securities classified as other securities
and the related aggregate gain and loss for the years ended
March 31, 2025 and 2024 are summarized as follows:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Proceeds from sales ¥0 ¥2,054 $0
Gains on sales 0 1,000 0
Losses on sales 1 — 7

In the year ended March 31, 2025, impairment loss on
securities of ¥304 million ($2,033 thousand) (¥304 million
($2,033 thousand) of unlisted securities classified as other
securities that are not measured at fair value) was
recognized.

In the year ended March 31, 2024, no impairment loss
on securities was recognized.

The impairment loss was recognized for the amount
deemed necessary, taking into consideration the recoverability
of the actual value of the equity securities and other factors.

6. Short-Term Bank Loans, Long-Term Debt, and Lease Obligations
Short-term bank loans and the current portion of long-term debt and lease obligations as of March 31, 2025 and 2024

consisted of the following:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Short-term bank loans ¥7,400 ¥10,100 $49,488
Current portion of long-term debt 200 10,200 1,338
Current portion of lease obligations 135 87 903
Total ¥7,735 ¥20,387 $51,729
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The average interest rates applicable to short-term bank loans outstanding as of March 31, 2025 and 2024 are 0.9% and

0.4%, respectively.

Long-term debt and lease obligations as of March 31, 2025 and 2024 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025
Long-term debt due through 2028 at average interest rate of 0.9% and
0.5% in 2025 and 2024, respectively ¥20,435 ¥10,636 EEEEC
Lease obligations due through 2030 in 2025 and 2024 604 211 4,039
Cl;;r;nt portion of long-term debt and lease obligations due within one (335) (10,287) (2.240)
Total ¥20,704 ¥ 560 $138,461
The annual maturities of long-term debt and lease obligations are summarized as follows:
Thousands of
Year ending March 31, Millions of yen U.S. dollars
2026 ¥335 $2,240
2027 303 2,026
2028 20,190 135,023
2029 126 843
2030 76 508

7. Shareholders’ Equity

Japanese companies are subject to the Companies Act of
Japan (the “Companies Act”). The significant provisions in
the Companies Act that a ect financial and accounting
matters are summarized below:

(a) Dividends
Under the Companies Act, companies can pay dividends at
any time during the fiscal year in addition to the year-end
dividend upon resolution at the shareholders’ meeting. The
board of directors may declare dividends (except for
dividends-in-kind) if the company has prescribed so in its
articles of incorporation for companies that meet certain
criteria such as:
(1) having a board of directors,
(2) having independent auditors,
(3) having a board of corporate auditors, and
(4) the term of service of the directors is prescribed
as one year rather than the two-year of normal
term by its articles of incorporation.

The Companies Act permits companies to distribute
dividends-in-kind (non-cash assets) to shareholders subject
to a certain limitation and additional requirements.

Semiannual interim dividends may also be paid once a
year upon resolution by the board of directors if the articles
of incorporation of the company so stipulate. The Companies
Act also provides certain limitations on the amounts available
for dividends and the purchase of treasury stock. The
limitation is defined as the amount available for distribution
to shareholders, but the amount of net assets after dividends
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must be maintained at no less than ¥3 million.

(b) Increases/Decreases and Transfer of Common Stock,
Reserve, and Surplus
The Companies Act requires that an amount equal to 10% of
dividends be appropriated as a legal reserve (a component
of retained earnings) or as additional paid-in capital (a
component of capital surplus) depending on the equity
account charged upon the payment of such dividends until
the total aggregate amount of legal reserve and additional
paid-in capital equals 25% of the common stock. Under the
Companies Act, the total amount of additional paid-in capital
and legal reserve may be reversed without limitation. The
Companies Act also provides that common stock, legal
reserve, additional paid-in capital, other capital surplus and
retained earnings can be transferred among the accounts
under certain conditions upon resolution by the
shareholders.

(c) Treasury Stock and Stock Option

The Companies Act also provides for companies to purchase
treasury stock and dispose of such treasury stock by
resolution of the board of directors. The amount of treasury
stock purchased cannot exceed the amount available for
distribution to shareholders, which is determined by a
specific formula. Under the Companies Act, stock acquisition
rights, which were previously presented as a liability, are
now presented as a separate component of net assets. The
Companies Act also provides that companies can purchase

both treasury stock acquisition rights and treasury stock. separate component of net assets or deducted directly from

Such treasury stock acquisition rights are presented as a stock acquisition rights.

8. Research and Development Expenses

Research and development expenses included in general 2025 and 2024 were ¥10,514 million ($70,314 thousand)

and administrative expenses for the years ended March 31, and ¥8,019 million, respectively.

9. Gain or Loss on Sales and Retirement of Property, Plant and Equipment, Net
Significant components of the gain or loss on sales and retirement of property, plant and equipment, net for the years ended
March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025

Gain:
Machinery and vehicles ¥ 0 ¥ 0 $ 0
Other 0 0 0
¥ 0 ¥ 0 $ 0

Loss:
Buildings and structures ¥ (47) ¥(58) $(314)
Machinery and vehicles (61) (27) (408)
Other (18) 4) (120)
¥(127) ¥(90) $(849)
Total ¥(127) ¥(90) $(849)

10. Subsidy Income

For the year ended March 31, 2025, the Company recognized the Takaoka Plant of KYORIN Pharmaceutical Group
subsidy income for a subsidy for industrial agglomeration Facilities Co., Ltd., a consolidated subsidiary.

promotion measures received through capital investment at

11. Loss on Disaster

In the year ended March 31, 2025, no loss on disaster was and merchandise stored in a subcontracted logistics
recognized. warehouse located in Imizu-shi, Toyama Prefecture were
For the year ended March 31, 2024, the Company damaged due to the 2024 Noto Peninsula Earthquake that

recognized a loss on abandonment because finished goods occurred on January 1, 2024.

12. Extra Retirement Payments

In the year ended March 31, 2025, no extra retirement recognized extra retirement payments for special additional
allowance and reemployment support grant for retirees due
to the solicitation of applicants for extra retirement.

payments were recognized.
For the year ended March 31, 2024, the Company

13. Loss on Discontinuation of Product Sales

For the year ended March 31, 2025, the Company recognized products sold at the Company.
a loss incurred due to the discontinuation of sales of

14. Financial Instruments

(a) Investment Policy of Financial Instruments bank loans as the prime source of financing. Derivative
The Company and its consolidated subsidiaries mainly transactions are used to avoid the risks described below,
operate funds by highly secured financial instruments such and the policy of the Company and its consolidated
as deposits and highly rated bonds, ensuring security and subsidiaries is not to engage in speculative transactions.

liquidity. The Company and its consolidated subsidiaries use
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(b) Details of Financial Instruments, Associated Risks, and
Risk Management
Operating receivables such as notes and accounts
receivable are exposed to credit risk of customers. The
Company and its consolidated subsidiaries, in accordance
with internal rules, keep track of adverse financial
conditions of customers in the early stage to mitigate bad
debt by monitoring the major customers’ credit conditions
periodically and managing the due date and balance per
customer. The Company and its consolidated subsidiaries
mitigate foreign currency risk by utilizing foreign currency
deposits for operating receivables denominated in foreign
currencies and settling payables denominated in the same
currencies through the deposits.

Short-term investments and investment securities
mainly consist of highly rated bond securities and equity
securities of companies with business relationships and
are exposed to market risk and credit risk of issuers. The
Company and its consolidated subsidiaries regularly
review the fair value and issuers’ financial condition to

are mainly due within six months. Certain operating
payables are denominated in foreign currencies.

Bank loans and debts are mainly used for the operating
fund and fund for capital investments.

Operating payables and loans and debts are exposed to
liquidity risk. The Company and its consolidated subsidiaries
manage the risk by preparing and updating the cash
management plan periodically.

Derivative transactions are forward exchange contracts
for the purpose of hedging foreign exchange fluctuation
risks associated with trade receivables and payables
denominated in foreign currencies.

(c) Supplemental Information on Fair Value of Financial
Instruments
As the calculation of fair values of financial instruments
includes variable factors, those values may vary if di erent
assumptions are applied.
Carrying values, fair values, and their di erences of
financial instruments as of March 31, 2025 and 2024 are

mitigate the risks. as follows:
Operating payables such as notes and accounts payable
Millions of yen Thousands of U.S. dollars
2025 2025
Carrying Fair value Di erence Carrying Fair value Di erence
value value
Notes receivable ¥ 1,524 ¥ 1,524 Y — $ 10,192 $ 10,192 $ —
Accounts receivable 46,059 46,059 — 308,025 308,025 —
Short-term investments and 20,305 20,305 _ 135,792 135,792 —
investment securities
Total assets ¥67,888 ¥67,888 ¥ — $454,009 $454,009 $ —
Notes and accounts payable ¥15517 ¥15517 ¥ — $103,772 $103,772 $ —
Short-term bank loans 7,400 7,400 — 49,488 49,488 —
Current portion of long-term 200 199 0) 1338 1331 )
debt
Long-term debt 20,235 20,162 (73) 135,324 134,836 (488)
Total liabilities ¥43,353 ¥43,279 ¥(73) $289,928 $289,434 $(488)
Derivative transactions ¥ 19 ¥ 19 ¥ — $ 127 $ 127 $ —
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Millions of yen
2024

C?/;rlﬁ':g Fair value Di erence
Notes receivable ¥ 1,644 ¥ 1,644 ¥—
Accounts receivable 46,070 46,070 —
Short-term investments and investment securities 20,748 20,748 —
Total assets ¥68,463 ¥68,463 ¥—
Notes and accounts payable ¥14,265 ¥14,265 ¥ —
Short-term bank loans 10,100 10,100 —
Current portion of long-term debt 10,200 10,197 )
Long-term debt 435 435 (0)
Total liabilities ¥35,001 ¥34,999 ¥(2)

“Cash and cash in banks” are omitted because their
carrying value is deemed as the fair value since they are
scheduled to be settled in a short time.

Equity securities, etc. without market prices are not
included in “Short-term investments and investment

recorded in the consolidated balance sheet are unlisted

securities and others of ¥824 million ($5,511 thousand) and

¥1,458 million as of March 31, 2025 and 2024, respectively.
The redemption schedule for monetary receivables and

securities with maturities subsequent to March 31, 2025 is

securities” in the above tables. These financial instruments as follows:
Millions of yen
2025
. Due after one Due after five
Due in one Due after ten
year through years through
year or less ) years
five years ten years
Cash and cash in banks ¥15,021 ¥ — ¥— ¥—
Notes receivable 1524 — — —
Accounts receivable 46,059 — — —
Short-term investments and investment securities:
Other securities with maturities:
Government bonds 1,500 3,400 — —
Other — — — —
Total ¥64,105 ¥3,400 ¥— ¥—
Thousands of U.S. dollars
2025
. Due after one Due after five
Due in one Due after ten
year through years through
year or less . years
five years ten years
Cash and cash in banks $100,455 $ — $— $—
Notes receivable 10,192 — — —
Accounts receivable 308,025 — — _
Short-term investments and investment securities:
Other securities with maturities:
Government bonds 10,031 22,738 — —
Other — — — —
Total $428,710 $22,738 $— $—
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Millions of yen

2024

Due after one Due after five

Due in one Due after ten
year through years through
year or less . years
five years ten years
Cash and cash in banks ¥13,886 ¥ — ¥— ¥—
Notes receivable 1,644 — — —
Accounts receivable 46,070 — — —
Short-term investments and investment securities:
Other securities with maturities:
Government bonds 100 4,900 — —
Other — — — —
Total ¥61,701 ¥4,900 ¥— ¥—

Scheduled repayments of corporate bonds, long-term debt, lease obligations and other interest-bearing liabilities after
the consolidated balance sheet date as of March 31, 2025 and 2024 are as follows:

Millions of yen
2025
. Due after one Due after two Due after Due after
Due in one three years four years Due after
year through years through . .
year or less through four  through five five years
two years three years
years years
Short-term bank loans ¥7,400 ¥ — ¥ — Y — ¥ — ¥—
Current portion of long-term debt 200 — — — — —
Long-term debt — 173 20,061 — — —
Lease obligations 135 129 129 126 76 6
Guarantee deposits received 142 — — — — —
Total ¥7,878 ¥303 ¥20,190 ¥126 ¥76 ¥6
Thousands of U.S. dollars
2025
. Due after one Due after two Due after Due after
Due in one three years four years Due after
year through years through . .
year or less through four  through five five years
two years three years
years years

Short-term bank loans $49,488 $ — $ — $ — $ — $—
Current portion of long-term debt 1,338 = = = = =
Long-term debt — 1,157 134,160 — — —
Lease obligations 903 863 863 843 508 40
Guarantee deposits received 950 — — — — —
Total $52,685 $2,026 $135,023 $843 $508 $40

KYORIN Pharmaceutical Co., Ltd. | Integrated Report 2025

Millions of yen
2024
. Due after one Due after two Due after Due after
Due in one three years four years Due after
year through years through ) -
year or less through four  through five five years
two years three years
years years
Short-term bank loans ¥10,100 Y — Y — Y — Y — Y —
Current portion of long-term 10,200 . . . o .
debt

Long-term debt — 200 173 61 — —
Lease obligations 87 30 24 24 22 22
Guarantee deposits received 153 — — — — —
Total ¥20,541 ¥230 ¥198 ¥85 ¥22 ¥22

Fair value information by level within the fair value hierarchy
The fair value of financial instruments is classified into the following three levels according to the observability and materiality
of inputs used to measure fair value.

Level 1 fair value: Fair value measured using observable inputs, i.e., quoted prices in active markets for assets or

liabilities that are the subject to the measurement

Level 2 fair value: Fair value measured using observable inputs other than Level 1 inputs

Level 3 fair value: Fair value measured using unobservable inputs

If multiple inputs that are significant to the fair value measurement are used, the fair value measurement is categorized
in its entirety in the level of the lowest level input that is significant to the entire measurement.

Financial instruments recorded in the consolidated balance sheet at fair value as of March 31, 2025 and 2024 are as follows:

Millions of yen Thousands of U.S. dollars
2025 2025
Fair value Fair value
Level1 Level2 Level3 Total Level 1 Level 2 Level 3 Total
Short-term investments and
investment securities:
Other securities:
Equity securities ¥15,460 ¥— ¥— ¥15460 $103,391 $ — $— $103,391
Government bonds 4,844 — — 4,844 32,395 — — 32,395
Derivative transactions:
Currency-related — 19 — 19 — 127 — 127
Total assets ¥20,305 ¥19 ¥— ¥20,325 $135,792 $127 $— $135,926
Millions of yen
2024
Fair value
Level1  Level2 Level3 Total
Short-term investments and investment securities:
Other securities:
Equity securities ¥15,777 ¥— ¥—  ¥15777
Government bonds 4971 — — 4971
Total assets ¥20,748 ¥— ¥—  ¥20,748
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Financial instruments other than those recorded in the consolidated balance sheet at fair value as of March 31, 2025 and

2024 are as follows:

15. Derivative Transactions

Currency-related derivative transactions to which hedge accounting is applied as of March 31, 2025 are as follows:

Millions of yen Thousands of U.S. dollars
2025 2025
Fair value Fair value
Levell Level2 Level3 Total Level 1 Level 2 Level 3 Total
Notes receivable ¥ ¥ 1524 ¥ ¥ 1524 $— $ 10,192 $— $ 10,192
Accounts receivable — 46,059 — 46,059 — 308,025 — 308,025
Total assets ¥—  ¥47583 ¥— ¥47583 $— $318,217 $— $318,217
Notes and accounts payable ¥ ¥15517 ¥— ¥15517 $— $103,772 $— $103,772
Short-term bank loans — 7,400 — 7,400 — 49,488 — 49,488
Current portion of long-term debt — 199 — 199 — 1,331 — 1,331
Long-term debt — 20,162 — 20,162 — 134,836 — 134,836
Total liabilities ¥— ¥43279 ¥—  ¥43279 $— $289,434 $— $289,434
Millions of yen
2024
Fair value

Level 1 Level 2 Level 3 Total

Notes receivable ¥— ¥ 1644 ¥— ¥ 1644
Accounts receivable — 46,070 — 46,070

Total assets ¥—  ¥47715 ¥—  ¥47715
Notes and accounts payable ¥—  ¥14,265 ¥—  ¥14,265
Short-term bank loans — 10,100 — 10,100
Current portion of long-term debt — 10,197 — 10,197
Long-term debt — 435 — 435

Total liabilities ¥—  ¥34,999 ¥—  ¥34,999

The description of valuation techniques and inputs used in the fair value measurements is as follows:

Notes and accounts receivable

The carrying value is deemed as the fair value since they
are scheduled to be settled in a short time. Their fair value
is classified as Level 2.

Short-term investments and investment securities

The fair value of equity securities is based on the price on
stock exchanges and that of bonds is based on the price on
bond markets or the price presented by the counterparty
financial institutions. Their fair value is classified as Level 1.

Notes and accounts payable and short-term bank loans
The carrying value is deemed as the fair value since these
are scheduled to be settled in a short period of time. Their
fair value is classified as Level 2.
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Current portion of long-term debt and long-term debt

The fair value of current portion of long-term debt and long-
term debt is determined by discounting the amount of the
total principal and interest at the interest rate assumed in
case new, similar loans are borrowed. Their fair value is
classified as Level 2.

Derivative transactions

The fair value of derivative transactions is calculated based
on prices presented by financial institutions. Their fair value
is classified as Level 2.

Of the amount of

. . Amount of .
Hedge accounting Type of Main hedged ) out t Ot contracts, etc., one Fair value
method transaction items Co(l;]ill'iz(s: j;:])c' year of more (Millions of yen)
(Millions of yen)
Foreign exchange
contracts
Principle Buy position
accmtJrr:tlgg Foreign currency-
metho ;
Euro denominated ¥4,442 v ¥19
scheduled
transactions
Total ¥4,442 ¥— ¥19
Amount of Of the amount of
Hedge accounting Type of Main hedged tracts. et contracts, etc., one Fair value
method transaction items (Thguos:n:i’?;:f :s edolcl:e'lrs) year of more (Thousands of U.S. dollars)
- (Thousands of U.S. dollars)
Foreign exchange
contracts
Principle Buy position
aCCOLt‘rr]‘tg]g Foreign currency-
metho denominated
Euro scheduled $29,706 $— $127
transactions
Total $29,706 $— $127

As of March 31, 2024, there were no derivative transactions to which hedge accounting was applied.

16. Retirement Benefit Plans

The Group has defined benefit pension plans, defined
contribution pension plans, and annuity in advance
retirement severance plans.

Certain domestic consolidated subsidiaries apply a
simplified method in calculating the retirement benefit
obligation.

Defined benefit plans
(1) The changes in the retirement benefit obligation for the
years ended March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Retirement benefit obligation at the beginning of the year ¥30,839 ¥34,510 $206,240
Service cost 853 1,039 5,705
Interest cost 405 193 2,708
Actuarial gain or loss 297 (3,242) 1,986
Retirement benefits paid (1,742) (1,661) (11,650)
Retirement benefit obligation at the end of the year ¥30,653 ¥30,839 $204,996
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(2) The changes in plan assets for the years ended March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Plan assets at the beginning of the year ¥30,858 ¥30,876 $206,367
Expected return on plan assets 617 617 4,126
Actuarial gain or loss (339) 73 (2,267)
Contributions paid by the employer 945 952 6,320
Retirement benefits paid (1,742) (1,661) (11,650)
Plan assets at the end of the year ¥30,338 ¥30,858 $202,889

(3) The changes in liability (asset) for retirement benefits for consolidated subsidiaries applying the simplified method for the

years ended March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Liability for retirement benefits at the beginning of the year ¥136 ¥ 88 $910
Retirement benefits costs 35 114 234
Retirement benefits paid — ) —
Contributions to the plans (68) (66) (455)
Liability for retirement benefits at the end of the year ¥102 ¥136 $682

(4) The reconciliation between the liabilities recorded in the consolidated balance sheet and the balances of defined benefit

obligations and plan assets as of March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025
Funded defined benefit obligation ¥ 31,354 ¥ 31,545 $ 209,684
Plan assets (30,943) (31,434) (206,935)
410 110 2,742
Unfunded retirement benefit obligation 6 6 40
Net liability for retirement benefits ¥ 417 ¥ 117 $ 2,789
Liability for retirement benefits ¥ 575 ¥ 117 $ 3,845
Asset for retirement benefits (158) — (1,057)
Net liability for retirement benefits ¥ 417 ¥ 117 $ 2,789
The above table includes defined benefit plans applying the simplified method.
(5) The components of retirement benefits costs for the years ended March 31, 2025 and 2024 are as follows:
Thousands of
Millions of yen U.S. dollars
2025 2024 2025
Service costs ¥ 853 ¥1,039 $5,705
Interest costs 405 193 2,708
Expected return on plan assets (617) (617) (4,126)
Amortization of actuarial loss 382 630 2,555
Amortization of prior service costs 1 2 7
Retirement benefits costs based on the simplified method 35 114 234
Retirement benefits costs ¥1,061 ¥1,358 $ 7,096
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(6) Prior service costs and actuarial gain or loss included in other comprehensive income (before income taxes and tax e ects)

for the years ended March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025
Prior service costs ¥ (1) ¥ 2 $ (7
Actuarial gain or loss 254 (3,946) 1,699
Total ¥253 ¥(3,943) $1,692

(7) Unrecognized prior service costs and unrecognized actuarial loss included in accumulated other comprehensive income

(before income taxes and tax e ects) as of March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025
Unrecognized prior service costs ¥ 3 ¥5 $ 20
Unrecognized actuarial loss 279 24 1,866
Balance at the end of the year ¥282 ¥29 $1,886
(8) Plan assets
The breakdown of plan assets is as follows:
2025 2024
Domestic equity securities 7.1% 4.8%
Foreign debt securities 8515/ 36.3
Foreign equity securities 7.7 7.1
General account 20.3 25.2
Short-term assets 2.2 24
Other 27.2 24.2
Total 100.0% 100.0%

In determining the long-term expected rate of return on plan assets, the Company and its consolidated subsidiaries consider

the current and projected asset allocations, as well as current and future long-term rates of return for various categories of

plan assets.

(9) Actuarial assumptions

2025 2024
Discount rate Mainly 1.3% Mainly 1.3%
Expected rate of return on plan assets 2.0% 2.0%

Defined contribution plans

The Company and its consolidated subsidiaries contributed ¥252 million ($1,685 thousand) and ¥257 million to the defined

contribution plans for the years ended March 31, 2025 and 2024, respectively.
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17.Income Taxes

Significant components of deferred tax assets and liabilities as of March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025
Deferred tax assets:
Liability for retirement benefits ¥ 405 ¥ 151 $ 2,708
Accrued bonuses to employees 681 673 4,554
Allowance for doubtful accounts 23 23 154
Accrued enterprise tax 121 36 809
Loss on retirement of inventories 438 380 2,929
Loss on devaluation of investment securities 408 228 2,729
Loss on retirement of property, plant and equipment 39 51 261
Amortization of deferred assets 1,285 809 8,594
Other (Note) 1,258 1,747 8,413
Subtotal 4,663 4,102 31,184
Valuation allowance (695) (337) (4,648)
Total deferred tax assets 3,967 3,764 26,530
Deferred tax liabilities:
Reserve for reduction entry of property, plant and equipment (779) (823) (5,210)
Unrealized holding gain on other securities (2,496) (2,562) (16,692)
Prepaid pension cost (87) (85) (582)
Other (Note) (70) 9) (468)
Total deferred tax liabilities (3,435) (3,480) (22,972)
Net deferred tax assets ¥ 532 ¥ 283 $ 3,558

(Note) As stated in “(p) Changes in Accounting Policies, Change in the Valuation Method of Inventories,” the Company has changed the valuation method of inventories for merchandise and
finished goods, work in process, raw materials, and some supplies (samples). This change has been retroactively applied, and the figures for the previous fiscal year represent those

after the retroactive application.

Taxes on income consist of corporate, inhabitants’ and enterprise taxes. A reconciliation of the statutory tax rate to the

e ective tax rate for the years ended March 31, 2025 and 2024 are as follows:

2025 2024

Statutory tax rate 30.6% 30.6%
Entertainment expenses and others that are not tax deductible permanently 0.3 0.9
Inhabitants’ per capita taxes 0.7 14
Tax credits for research and development expenses (3.5) (7.5)
Valuation allowance 1.8 1.2
Dividends income that is not taxable permanently (0.3 (0.9
Effect of liquidation of subsidiaries — (0.5)
Other (0.7) (1.8)

Effective tax rate 28.9% 23.4%

(Note) As stated in “(p) Changes in Accounting Policies, Change in the Valuation Method of Inventories,” the Company has changed the valuation method of inventories for merchandise and
finished goods, work in process, raw materials, and some supplies (samples). This change has been retroactively applied, and the figures for the previous fiscal year represent those

after the retroactive application.

Accounting treatment of corporate and local income taxes
or tax e ect accounting related to these taxes

The Company and its domestic consolidated
subsidiaries apply the group tax sharing system, and
perform accounting treatment of corporate and local
income taxes or tax e ect accounting related to these taxes
and disclosure in accordance with the “Practical Solution on
the Accounting and Disclosure Under the Group Tax Sharing
System” (PITF No. 42, August 12, 2021).
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Adjustment of deferred tax assets and deferred tax liabilities
due to changes in corporate tax rates

The “Act on Partial Revision of the Income Tax Act, etc”” (Act
No. 13 of 2025) was passed by the Diet on March 31, 2025, and
the “Defense Special Corporation Tax” will be imposed from the
fiscal year beginning on or after April 1, 2026.

Accordingly, deferred tax assets and deferred tax liabilities
related to temporary di erences that are expected to be

eliminated in or after the fiscal year beginning on or after April
1, 2026, are calculated by changing the statutory tax rate from

30.62% to 31.52%.
The e ect of this tax rate change is immaterial.

18. Comprehensive Income

Reclassification adjustments, income taxes and tax e ects on other comprehensive income (loss) for the years ended March

31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars
2025 2024 2025
Unrealized holding gain (loss) on other securities:
Gain (loss) arising during the year ¥(753) ¥1,281 $(5,036)
Reclassification adjustments 305 (991) 2,040
Before income taxes and tax e ects (447) 290 (2,989)
Income taxes and tax e ects 65 (88) 435
Unrealized holding gain (loss) on other securities (381) 201 (2,548)
Deferred gains on hedges:
Gain arising during the year 19 — 127
Reclassification adjustments — — —
Before income taxes and tax e ects 19 — 127
Income taxes and tax e ects (6) — (40)
Deferred gains on hedges 13 — 87
Translation adjustments:
Adjustments arising during the year — (340) =
Retirement benefits liability adjustments:
Gain (loss) arising during the year (637) 3,316 (4,260)
Reclassification adjustments 384 627 2,568
Before income taxes and tax e ects (253) 3,943 (1,692)
Income taxes and tax e ects 107 (1,207) 716
Retirement benefits liability adjustments (145) 2,736 (970)
Share of other comprehensive income of a liates accounted for using
equity method:
Gain arising during the year 0 30 0
Total other comprehensive income (loss) ¥(513) ¥2,627 $(3,431)

19. Asset Retirement Obligations

With regard to expenses for removing asbestos from
the buildings owned by the Company, the amount of asset
retirement obligations was calculated using the discount

Asset Retirement Obligations Recorded on the
Consolidated Balance Sheet

The asset retirement obligations are expenses for removing
asbestos from the buildings owned by the Company and
obligations to restore sites to their original condition under
the real estate lease agreements.

Calculation method of the amount of the asset retirement
obligations

rate of 0.897% based on the estimated use period of 50
years from their acquisition. As for expenses to restore sites
to their original condition under the real estate lease

agreements, the amount of asset retirement obligations
was calculated using the undiscounted estimated amount
as the discounted amount is immaterial.

Changes in the total amount of the asset retirement obligations for the years ended March 31, 2025 and 2024 are as follows:

Thousands of

Millions of yen U.S. dollars

2025 2024 2025

Balance at the beginning of the year ¥ 660 ¥ 37 $4,414
Adjustments due to the passage of time — 0 —
Increase due to changes in estimates — 623 —
Decrease due to performance of asset retirement obligations (623) — (4,166)
Balance at the end of the year ¥ 37 ¥660 $ 247
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20. Revenue Recognition

Information on the disaggregation of revenue from contracts with customers for the years ended March 31, 2025 and 2024 is

as follows:
Thousands of
Millions of yen U.S. dollars
2025 2024 2025
Sales of pharmaceuticals and other products ¥117,679 ¥115,883 $786,993
Royalty income and service revenue 12,407 3,649 82,973
Revenue from contracts with customers ¥130,087 ¥119,532 $869,973
Net sales to external customers ¥130,087 ¥119,532 $869,973

Useful information in understanding revenue from
contracts with customers is as disclosed in “Notes to
Consolidated Financial Statements, 2. Summary of
Significant Accounting Policies, (m) Significant Revenue and
Expense Recognition Standards.”

Information regarding the relationship between the
satisfaction of performance obligations under contracts
with customers and cash flows arising from such contracts,
as well as the amount and timing of revenue from contracts
with customers that existed at the end of the year ended
March 31, 2025, which is expected to be recognized from
the year ending March 31, 2026 onward, is as follows:

(1)The Group has no halances of contract assets or contract
liabilities. In addition, there is no revenue recognized in
the year ended March 31, 2024 from performance
obligations that were satisfied (or partially satisfied) in
previous fiscal years.

(2)The Group has no significant transactions with an initially
expected contract term of more than one year. In addition,
there are no significant amounts of consideration arising
from contracts with customers that are not included in
the transaction price.

21. Segment Information

Segment information is omitted for the years ended
March 31, 2025 and 2024, since the Group operates in a
single segment.

(Related Information)

(a) Information by Product and Service

Information by product and service is omitted for the
years ended March 31, 2025 and 2024, since the Group
operates in a single segment.

(b) Information by Geographical Area
(1) Sales
Information about sales by geographical area is omitted

for the years ended March 31, 2025 and 2024, since
domestic sales were more than 90% of net sales on the
consolidated statement of income.

(2)Property, plant and equipment

Information about property, plant and equipment by
geographical area is omitted for the years ended March
31,2025 and 2024, since property, plant and equipment
in Japan constituted more than 90% of property, plant
and equipment on the consolidated balance sheet.

(c) Information by Major Customer for the Years Ended March 31, 2025 and 2024

Name of customer

Alfresa Holdings Corporation
MEDIPAL HOLDINGS CORPORATION
SUZUKEN CO., LTD.

Toho Pharmaceutical Co., Ltd.
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Millions of yen
2025
Sales amount Related segments
¥21,486 —
21,265 —
17,923 —
13,746 —

Name of customer

Thousands of U.S. dollars

Alfresa Holdings Corporation
MEDIPAL HOLDINGS CORPORATION
SUZUKEN CO., LTD.

Toho Pharmaceutical Co., Ltd.

Name of customer

2025
Sales amount Related segments
$143,690 —
142,212 —
119,862 —
91,928 —

Millions of yen

2024

Sales amount Related segments

Alfresa Holdings Corporation
MEDIPAL HOLDINGS CORPORATION
SUZUKEN CO., LTD.

Toho Pharmaceutical Co., Ltd.

¥20,863 —
19,764 —
18,473 —
14,116 —

As the Group operates in a single segment, information about related segments is omitted.

(d) Information about Amortization and Unamortized Balance of Goodwill by Reportable Segment

There was no unamortized balance of goodwill as of March 31, 2025 and 2024.

22. Amounts per Share

Amounts per share for the years ended March 31, 2025 and 2024 are as follows:

Yen U.S. dollars

2025 2024 2025

Basic profit ¥ 158.17 ¥ 09541 $ 1.06
Cash dividends 57.00 52.00 0.38
Net assets 2,372.29 2,275.68 15.86

Basic profit per share was computed on the basis of the
profit attributable to common shareholders of KYORIN
Pharmaceutical Co., Ltd. and the weighted average number
of shares of common stock outstanding during the year.
Diluted profit per share is omitted because no potentially
dilutive shares were outstanding during the years ended
March 31, 2025 and 2024.

Cash dividends per share represent the cash dividends
applicable to the year.

The amount per share of net assets is computed on the
basis of the net assets attributable to common shareholders
of KYORIN Pharmaceutical Co., Ltd. and the number of
shares of common stock outstanding at the year-end.

The treasury shares remaining in trust and recorded as
treasury stock in shareholders’ equity are included in the
treasury shares excluded from the calculation of the
average number of shares during the fiscal year, which is
used to calculate the amount of profit per share. Furthermore,
these treasury shares are included in the number of
treasury shares excluded from the total number of issued
shares at the end of the fiscal year, which is used to

calculate net assets per share.

The average numbers of treasury shares during the
fiscal year that were excluded from the calculation of the
amount of profit per share were 689,821 and 749,790 for
the years ended March 31, 2025 and 2024, respectively.

The numbers of these treasury shares at the end of the
fiscal year that were excluded from the calculation of net
assets per share were 689,671 and 690,273 as of March 31,
2025 and 2024, respectively.

As described in (p) Changes in Accounting Policies, the
changes in accounting policies for the year ended March 31,
2025 are retroactively applied, and the consolidated
financial statements for the previous fiscal year represent
those after the retroactive application.

As a result, compared with prior to the retroactive
application, the previous fiscal year’s “net assets per share”
decreased by ¥0.84, “basic profit per share” increased by
¥2.67, and “profit attributable to owners of parent” and
“profit attributable to owners of parent related to common
stock” increased by ¥153 million, respectively.
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23. Significant Subsequent Event

Cancellation of Treasury Stock
At a meeting of the Board of Directors held on May 12,
2025, the Company resolved to cancel a portion of its
treasury stock pursuant to the provisions of Article 178
of the Companies Act and implemented the cancellation
on May 30, 2025.

The reason for implementing the cancellation of
treasury stock is to increase shareholder profits by
reducing the total number of issued shares.

(1)Class of shares to be cancelled
The Company’s common stock

KYORIN Pharmaceutical Co., Ltd. | Integrated Report 2025

(2)Number of shares to be cancelled:

4,662,295 shares

(Note)  7.2% of the total number of issued shares before
cancellation

(3)Cancellation date
May 30, 2025

(4)Total number of issued shares after cancellation
59,945,641 shares

;
y
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Independent Auditor’s Report

The Board of Directors
KYORIN Pharmaceutical Co., Ltd.

The Audit of the Consolidated Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of KYORIN
Pharmaceutical Co., Ltd. and its consolidated subsidiaries (the Group), which comprise the
consolidated balance sheet as at March 31, 2025, and the consolidated statements of income,

comprehensive income, changes in net assets, and cash flows for the year then ended, and notes
to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2025, and its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Group in accordance with the ethical requirements that are relevant to our audit of the consolidated
financial statements in Japan, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of the audit of the consolidated financial statements as a whole, and in
forming the auditor’s opinion thereon, and we do not provide a separate opinion on these matters.

A member firm of Emst & Young Global Limited
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Revenue recognition of royalty income

Description of Key Audit Matter

Auditor’s Response

As stated in Note 19.Revenue Recognition,
the Group's consolidated net sales for the year
ended March 31, 2025 were ¥130,087
million, of which royalty income and service
revenue were 12,407 million yen, part of
which comprised of royalty income.

Royalty income is income from contracts that
allow third parties to manufacture and sell the
Group’s products and use its technologies.

Royalty income primarily consists of four
types: upfront payment, development
milestone, sales milestone, and royalty on net
sales. If performance obligations are satisfied
at a point in time considering the contract
details, upfront payment, development
milestone and sales milestone are recognized
as net sales when development and sales
rights are granted, or when the contractually
specified milestones are achieved, and sales
royalties are recognized as net sales when
customers’ net sales etc. is generated, or
performance obligations are satisfied,
whichever is later.

With regard to contracts that permit
manufacturing and sale of products and use of
technology, the terms and conditions are
unique depending on the individual contract,
and some of them are complicatedly
stipulated. In addition, upfront payment,
development milestone, and sales milestone
occur non-recurringly, and the amount of
each transaction, including royalty on net
sales, has a large impact on profits of the
Group. Accordingly we have decided that
revenue recognition of royalty income is a
key audit matter.

We primarily conducted the following
procedures to ensure that revenue recognition
of royalty income was recorded properly.

* We understood the internal controls related
to the revenue recognition process of royalty
income, evaluated the design of controls, and
tested the operations of controls for
effectiveness.

* For transactions of high monetary
importance, we observed contracts, internal
approval materials and customer’ s report,
etc. in order to understand the terms and
conditions and their economic substance and
inquired of the person in charge of the
company.

* Regarding upfront payment, development
milestone and sales milestone, we obtained
the contract to confirm the appropriateness of
revenue recognition by fulfilling performance
obligations at a point in time, measurement of
revenue and the timing of revenue
recognition by verifying the consistency
between the contents of the contract and the
performance obligations recognized by the
Group and comparing the time of fulfillment
of performance obligation with the fact of
cash receipts.

* Regarding royalty on net sales, we
obtained the customer's report and verified
the appropriateness of the measurement of
revenue and the timing of revenue
recognition by comparing the timing of
occurrence of customers’  net sales, efc.
with the time of fulfillment of performance
obligation.

member firm of Emst & Young Global Limied
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Other Information

The other information comprises the information included in the Annual Report that contains
audited consolidated financial statements, but does not include the consolidated financial
statements and our auditor’s report thereon. Management is responsible for preparation and
disclosure of the other information. The Corporate Auditor and the Board of Corporate Auditors
are responsible for overseeing the Group’s reporting process of the other information.

Our opinion on the consolidated financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Management, the Corporate Auditor and the Board of Corporate
Auditors for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern and disclosing, as required by accounting principles
generally accepted in Japan, matters related to going concern.

The Corporate Auditor and the Board of Corporate Auditors are responsible for overseeing the
Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements,

As part of an audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

+ Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
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+ Consider internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances for our risk assessments, while the purpose of the audit of
the consolidated financial statements is not expressing an opinion on the effectiveness of the
Group’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention
in our auditor’s report to the related disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation in accordance
with accounting principles generally accepted in Japan.

* Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business units within the Group as a basis for
forming an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and review of the group audit. We remain solely responsible for our
audit opinion.

We communicate with the Corporate Auditor and the Board of Corporate Auditors regarding,
among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

We also provide the Corporate Auditor and the Board of Corporate Auditors with a statement
that we have complied with the ethical requirements regarding independence that are relevant to
our audit of the consolidated financial statements in Japan, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards applied to reduce threats to an
acceptable level.

From the matters communicated with the Corporate Auditor and the Board of Corporate
Auditors, we determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.
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Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended March 31, 2025 are presented solely for convenience. Our audit also included the
translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 3 to the consolidated financial
statements.

Fee-related Information

The fees for the audits of the financial statements of KYORIN Pharmaceutical Co., Ltd. and its
subsidiaries and other services provided by us and other EY member firms for the year ended
March 31, 2025 are 49 million yen and 1 million yen, respectively.

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is
required to be disclosed pursuant to the provisions of the Certified Public Accountants Act of Japan.

Ermst & Young ShinNihon LLC
Tokyo, Japan

August 29, 2025

g 7 —
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Keiichi lida
Designated Engagement Partner
Certified Public Accountant

KYORIN Pharmaceutical Co., Ltd. | Integrated Report 2025

109



Corporate Overview and Stock Information

(As of March 31, 2025)

Trade Name KYORIN Pharmaceutical Co., Ltd.

1-3-7, Otemachi, Chiyoda-ku, Tokyo 100-0004
Phone: +81-3-6374-9700

Head O ce

Main Business  Manufacture, sales, etc., of pharmaceuticals

Founding 1923

Establishment 1940 (former KYORIN Pharmaceutical Co., Ltd.)

Common Stock ¥700 million

64,607,936

Note: Due to the cancellation of treasury stock, the number of outstanding
shares as of May 30, 2025 is 59,945,641 shares.

Outstanding
Shares

Shareholders 15,188

Listing Tokyo Stock Exchange (Securities code: 4569)

Mizuho Trust & Banking Co., Ltd.
Transfer Agent 1-3-3, Marunouchi, Chiyoda-ku, Tokyo 100-8241
Phone: +81-3-6627-8000

Percentage of shares held
The Master Trust Bank of Japan, Ltd. (Trust Account)12.30%

Mykam Co., Ltd. 8.50%
Lucius Co., Ltd. 4.84%
BBH FOR THE ADVISORS’ INNER CIRCLE FUND II/

Major KOPERNIK GLO ALL-CAP FUND 357%

Shareholders  Kyorin Group Stock Ownership Association 3.53%
Custody Bank of Japan, Ltd. (Trust Account) 3.43%
Banrina Co., Ltd. 3.35%
Archans Co., Ltd. 3.35%
Luces Co., Ltd. 3.02%
KAKEN PHARMACEUTICAL CO., LTD. 2.75%

Editorial Policy

Shareholding Distribution by Shareholder Type

Treasury stock Financial institutions

10.0% \ / 18.0%

Financial
instruments
firms

0.9%

Individuals
and others

20.7%

Number of
shareholders
15,188

Foreign Other
corporations / \_  corporations
19.0% 31.4%

This material is being published as an Integrated Report, comprehensively including non-financial information such as management strategies, business overviews, and accounts of

sustainability activities in addition to financial information.

We hope that this report will deepen the understanding of shareholders, investors, and a wide range of other stakeholders about the Kyorin Group's activities.

Please visit our corporate website for more detailed information.
[Detailed information]
Information for shareholders and investors:
https://www.kyorin-pharm.co.jp/en/ir/
Information on corporate governance:
https://www.kyorin-pharm.co.jp/en/company/governance.shtml
Information on sustainability:
https://www.kyorin-pharm.co.jp/en/sustainability/

Scope of coverage
Period covered: Fiscal 2024 (April 2024-March 2025) *Some fiscal 2025 activities are reported.
Organizations covered: KYORIN Pharmaceutical Co., Ltd. and its consolidated subsidiaries

Reference guidelines, etc.

« The IFRS Foundation’s international integrated reporting framework

< Global Reporting Initiative’s (GRI) sustainability reporting standards

S0 26000

= Ministry of Economy, Trade and Industry’s Guidance for Collaborative Value Creation
« Ministry of the Environment’s Environmental Reporting Guidelines, etc.

Disclaimer

This report contains performance forecasts, goals and plans, and other forward-looking statements related to the Group. These statements draw on the judgment of the Group's
assumptions and outlooks based on the information and forecasts available at the time of preparation of this material, and contain known and unknown risks and uncertainties. Therefore,
due to various factors that may occur, the actual performance, progress/success/failure of developments, and other insights may di er significantly from the description. It also contains

Consolidated Subsidiaries

KYORIN Rimedio Co., Ltd.

Capital: ¥1,000 million

Percentage of ownership: 100%

Head o ce: 287-1, Shimocho Moroe-cho, Kanazawa-shi, Ishikawa 920-0017
Operations: Manufacture, sales, etc., of pharmaceuticals

Number of employees: 172

As the Kyorin Group subsidiary responsible for the generic
drugs business, KYORIN Rimedio aims to become “a highly
reliable drug manufacturer.” To contribute to the health of
patients, and recognizing critical social issues in reducing
healthcare costs and helping maintain the social security
infrastructure, KYORIN Rimedio will continue to ensure a stable
supply of high-quality products and information, as it works to

deliver products that provide ease of use and peace of mind.

Equity-Method Affiliate

KYORIN Pharmaceutical
Group Facilities Co., Ltd.

Capital: ¥350 million

Percentage of ownership: 100%

Head o ce: 1-3-7, Otemachi, Chiyoda-ku, Tokyo 100-0004
Operations: Manufacturing, testing, etc., of pharmaceuticals

Number of employees: 496

The company is a Kyorin Group subsidiary responsible for
pharmaceutical manufacturing that began operations in April
2018 following the consolidation of the Group’s manufacturing
functions. In April 2024, the Takaoka Plant went into operation,
making it the company’s fourth plant. The company is striving to
maximize its manufacturing capacity by totally optimizing each
plant to achieve a competitive Group production structure that
can provide stable supplies of high-quality pharmaceuticals at

low cost.

Capital: ¥411 million (Percentage of ownership: 30.9%)

Nippon Rika Co., Ltd.

Head o ce: 2-2, Nihonbashi Honcho 4-chome, Chuo-ku, Tokyo 103-0023

Operations: Production and sales of pharmaceutical ingredients

External Recognition
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THE INCLUSION OF KYORIN Pharmaceutical Co., Ltd
7 % FTSE Blossom IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS,
TRADEMARKS, SERVICE MARKS OR INDEX NAMES
Japan Sector HEREIN, DO NOT CONSTITUTE A SPONSORSHIP,
Relative Index ENDORSEMENT OR PROMOTION OF KYORIN
Pharmaceutical Co., Ltd. BY MSCI OR ANY OF ITS
AFFILIATES. THE MSCI INDEXES ARE THE EXCLUSIVE
PROPERTY OF MSCI. MSCI AND THE MSCI INDEX NAMES
AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF
MSCI OR ITS AFFILIATES
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Contact point for inquiries about this report

NIKKEI

Smart Work

Company 2025

Public Relations & IR Group, Corporate Planning

+81-3-6374-9702

information about medicines (including those under development), but the description is not for the purpose of advertising or medical advice.
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