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Forward-looking statements

This report contains forward-looking statements. These statements are based on expectations in light of the information currently available, assumptions
that are subject to risks, and uncertainties which could cause actual results to differ materially from these statements. Risks and uncertainties include gen-
eral domestic and international economic conditions, such as general industry and market conditions, and changes of interest rates and currency
exchange rates. These risks and uncertainties particularly apply to forward-looking statements concerning existing products and those under develop-
ment. Product risks and uncertainties include, but are not limited to: completion and discontinuation of clinical trials; obtaining regulatory approvals;
claims and concerns about product safety and efficacy; technological advances; adverse outcome of important litigation; domestic and foreign healthcare
reforms; and changes of laws and regulations.

For existing products, there are also manufacturing and marketing risks, which include, but are not limited to, inability to build manufacturing capacity
to meet demand, unavailability of raw materials, and competition with other companies’ products. The Company disclaims any intention or obligation to
update or revise any forward-looking statements whether as a result of new information, future events, or otherwise. This report contains information on
pharmaceuticals (including compounds under development), but this information is not intended to make any representations or advertisements regard-
ing the efficacy of these pharmaceuticals nor provide medical advice of any kind.
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® Sustainability
https://www.shionogi.com/global/en/sustainability.html

= Policies
https://www.shionogi.com/global/en/company/policies.html

® Basic Views and Guidelines on Corporate Governance
https://www.shionogi.com/global/en/company/cg/basic.html

® Environmental Initiatives
https://www.shionogi.com/global/en/sustainability/
environment.html
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https://www.shionogi.com/global/en/investors/ir-library.html

® Management Policy
https://www.shionogi.com/global/en/investors/management-
policy.html

= Securities Report
https://www.shionogi.com/global/en/investors/
ir-library/220906.html

Comprehensiveness

Scope of Reporting, etc.

Editorial Policy: In order for stakeholders to better understand
SHIONOGI's corporate value, we conduct integrated
reporting based on integrated thinking.

Period covered: Results for fiscal 2022 (April 1, 2022 to March 31,
2023). Some of the activities after the same period
are included.

Target organizations: This report covers 49 Group companies (the
Company, 45 consolidated subsidiaries, 3 affili-
ated companies, and 1 jointly controlled
entity). The scope of our environmental activi-
ties covers all of Shionogi & Co., Ltd. business
sites and major domestic group companies. For
some indicators, major overseas group compa-
nies are also included in the scope of coverage.

Reference Guidelines: ISSB “International Integrated Reporting
Framework,” “GRI (Global Reporting Initiative)
Sustainability Reporting Standards,” “ISO
26000," Ministry of the Environment
“Environmental Reporting Guidelines 2018,”
and Ministry of Economy, Trade and Industry
"Guidance for Collaborative Value Creation”

(Shareholders and investors) ( Employees )

SHIONOGI's stakeholders

( Customers ) ( Society )

SHIONOGI aims to build a sustainable society by creating corporate and
social value through engagement with its four stakeholder groups: share-
holders and investors, customers, society, and employees.
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1


https://www.shionogi.com/global/en/sustainability/ungc.html
https://www.shionogi.com/global/en/sustainability.html
https://www.shionogi.com/global/en/company/policies.html
https://www.shionogi.com/global/en/company/cg/basic.html
https://www.shionogi.com/global/en/sustainability/environment.html
https://www.shionogi.com/global/en/sustainability/environment.html
https://www.shionogi.com/global/en/investors.html
https://www.shionogi.com/global/en/investors/ir-library.html
https://www.shionogi.com/global/en/investors/management-policy.html
https://www.shionogi.com/global/en/investors/management-policy.html
https://www.shionogi.com/global/en/investors/ir-library/220906.html
https://www.shionogi.com/global/en/investors/ir-library/220906.html

Our Grou pP hil ‘ o

Our Philosophy

SHIONOGI Group Heritage
The Company Policy of SHIONOGI

SHIONOGI's Purpose -

SHIONOGI strives constantly to supply the best possible
protect the health and wellbeing of the patients we serve.

For this purpose, SHIONOGI will need to
Pursue the search for even better medicines.
Produce even better medicines.

Promote awareness of these better medicines to more people so that
more people will be able to use these medicines.

Research, produce, and promote in an even more economical manner.

For this purpose, SHIONOGI will need to

" SHIONOGI striv
t supply the b
(}ﬁealthcare sol
to protect the

the patients we

Strive ceaselessly day after day to improve their skills.

Strive ceaselessly day after day to improve as human beings.

onstantly

nossible medicine
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As a result, SHHONOGI people will

Find even greater satisfaction in their daily work and in their daily lives.

Find even greater improvement in the quality of their lives.

r
L]

--’ f Find even greater prosperity in their lives.

e - Established in 1957
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OGI Group Vision (Vision 2030)

wavering purpose of the SHIONOGI Gro
_ expressed in the opening of the SHIONOGI Gro
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accurately ascertaining healthcare needs that are e advanced : ' \ : SHIC
d diverse, we will respond with the most appropriate tions
passing the boundaries of a pharmaceutical company.

ate activities is
the image of

/-\-'-.

® Be Trus

« Boldness and It
e Play to Win |

We will also accelerate SHIONOGI's transformation into a comp?@
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*SHIONOGI denotes the SHIONOGI Group




Why this Revision?

No change in direction
Accelerate transformation to create Haa$S

To achieve the Vision of “building innovation platforms to shape the future of healthcare,” SHIONOGI announced the Medium-
Term Business Plan SHIONOGI Transformation Strategy 2030 (STS2030) and moved forward with implementing that strategy.
As a result of the efforts over the past three years, major progress has been made toward achieving the SHIONOGI Group
Vision and the path to that goal has grown clearer. Therefore, we revised the strategy in June 2023 and released STS2030
Revision. With the goal of transforming into an HaaS company,* we will quickly and forcefully move forward to generate
growth through this transformation.

* Healthcare as a Service: Provide a range of healthcare services in line with customer needs, rather than only providing pharmaceuticals.

Lessons from the COVID-19 Change in HIV franchise premise

experience
Renewed recognition of the threat of Greater use of long-acting
infectious diseases formulations
Importance of the discovery of drugs Paradigm shift in HIV treatment

for unmet needs .
New scenario

——a o7
=@ .
Former scenario

, , . ; >
2022 2025 2028 2030

Lack of ability to deliver globally

anuanai Ayekoy

Importance of business speed

N/ N

Recognition of the lack of capability to

Further growth of HIV business

respond quickly to changes in the
business environment

Evolve into
Haa$ Company

What has been strengthened in STS2030 Revision

- < A -
Strengthens sales Reinforces the pipeline Strengthens the e -
capabilities Invests in unmet needs company platform

Improves business speed and
reinforces human resources

Capability to deliver globally

|
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Message from the CEO

Utilizing the results and learning from COVID-19,

Three years of results and learning for making our 2030 Vision a reality

Looking back on business during STS2030 Phase 1 (fiscal 2020 to fiscal 2022)

we will mark a new beginning with STS2030 Revision
aimed at realizing SHIONOGI Group Vision (2030 Vision)

6

Isao Teshirogi, Ph.D.

Representative Director,
President and CEO

Shionogi & Co., Ltd.

Integrated Report 2023

In aiming to realize the SHIONOGI Group Vision of “build-
ing innovation platforms to shape the future of healthcare,”
we formulated the SHIONOGI Transformation Strategy
2030 (STS2030) in June 2020 as a strategy for making this
vision a reality. Since then, the entire company has worked
as one following this strategy toward this end.

Just before SHIONOGI announced STS2030, cases of novel
coronavirus (SARS-CoV-2) were confirmed, and from there,
the virus spread around the world in the blink of an eye,
drastically transforming our world and our very way of life.
Since the declaration of the COVID-19 pandemic in March
2020, SHIONOGI's operating environment, too, has changed
significantly. Nevertheless, we have continued to move for-
ward over the past three years with the desire to “save peo-
ple” from the threat of infectious diseases and “save society
from the pandemic.” In order to provide solutions that help
to solve this social issue and the unprecedented conse-
quences of recent years “as quickly as possible,” we under-
took a bold shift of our resources, at one point committing
80% of our R&D resources to COVID-19-related services.
While we received understanding and encouragement from
many stakeholders regarding this management decision, we
also heard many complaints about the progress of results
and concerns about growth investment. It is true that our
vaccine has yet to be approved, and it remains difficult to
determine exactly where to allocate resources amid uncer-
tainty about infection trends. This is precisely why we need
to take outside comments seriously. However, it is also true
that SHIONOGI has been able to obtain many “results” and
“learning” to grow strongly as a company through its efforts
over the past three years, and these were the driving force
behind the upward revision to STS2030.

Major results and learning during the three
years since the announcement of ST$2030

Here, | would like to discuss three major results and learn-
ings over the past three years. The first is the expansion of
in-house products. The biggest achievement was the acqui-
sition of emergency approval for ensitrelvir (brand name
Xocova in Japan), which is a treatment for COVID-19, and
we were finally able to deliver Xocova to medical profes-
sionals and patients in Japan who need antiviral treatment.
During this period, companies have been conducting R&D
on COVID-19 by leveraging their respective strengths, and
antibody drugs and serum therapy to reduce the severity of
cases have appeared at a relatively early timing. From the
beginning, as with influenza, SHIONOGI has said, “Society
can only return to normal once there are preventive

vaccines, rapid diagnostic agents, and an oral antiviral drug
that can be easily administered and that reduces the virus
itself.” Based on this thinking, we have focused on the
development of small-molecule oral therapeutic drugs that
leverage our strengths. Looking at the world, there are only
a limited number of pharmaceutical companies that can
research, develop, and produce antiviral drugs in a short
period of time. We started our research with a mission not
to see if it would work, but rather because there was no
one else capable. The first order of business was to begin
the general review of a compound library (a storage system
for compound groups in which structural information and
experimental data are centrally managed for the search of
candidate substances) of data accumulated over many
years. We were able to identify a candidate compound as
soon as we started the search. Similar to our anti-virus for
influenza, because we aimed for a drug that could be
widely used by the general public, we decided that we
could not proceed to clinical trials if there were concerns
about the balance between efficacy and safety.
Immediately after this decision, in December 2020, we suc-
ceeded in creating a lead compound* that would become
Xocova in another research project that had been launched
from scratch in parallel, and from there, we were able to
run R&D at top speed and bring Xocova to market in about
two years.

* Lead compound: A compound which becomes more activated than hit com-
pound (an activated compound identified in screening tests of the com-
pound library) through in vivo evaluation or other means. It is the basis for
further improvement of activity, solubility, stability, pharmacokinetics, safety,
etc. through chemical synthesis.

Naturally, there are voices questioning whether we could
have accomplished this sooner, and there was a time when
we felt remorse because we were not being useful to the
world, but as the medical field and social environment
change at a dizzying pace, and the virus itself continues to
mutate, | believe that we have reached the present as a
result of assessing the situation each time and doing the
best we could at that time while repeating decision-making.
In order to link these results to the next level of growth, it is
essential that we analyze why we lagged behind other com-
panies globally. As a manufacturer of drugs for infectious
diseases, we are proud that our know-how is a strength that
other companies simply do not have, but in terms of how
much we were committed to strengthening that know-how
in anticipation of the pandemic, | can look back and say that
we could have done more. In a situation where it is not
known when and what kind of virus will appear, it is neces-
sary to further strengthen the compound library that acts

Shionogi & Co., Ltd. Integrated Report 2023



Message from the CEO

Looking back on STS2030 Phase 1: main accomplishments

( Expansion of products discovered internally ) ( Financial KPIs )

Obtained emergency approval of Xocova for COVID-19
treatment

Strengthened overseas business
Achieved growth of the HIV franchise

( Progress of products and services other than prescription drugs )

Filed application for domestic approval of COVID-19
vaccine

Provided new products and services in infectious dis-
ease and CNS areas

( Governance enhancement )

Parentheses indicate STS2030 targets
KPI FY2020 FY2021 FY2022
- - ¥426.7 billion
Revenues ¥297.2 billion  ¥335.1 billion (¥400.0bilion)
) - " " ¥158.5 billion
§ Core operating profit ¥94.0 billion  ¥110.6 billion (¥1200billion)
3 | Core operating profit margin 31.6% 33.0%  37.1% (Over 30%)
Overseas revenue ratio 16.2% 223%  16.9% (Over 25%)
Internally-discovered o
pipeline ratio 71% 73% 61% (Over 60%)
3 EPS ¥365 ¥378  ¥619 (Over ¥370)
= c
£ > | poE 41% 38%  3.9% (Over4%)
s 2
S | ROE 13.9% 12.5%  17.8% (Over 13%)

Implemented new internal decision-making process
Continued manager education

* Operating profit adjusted for one-time factors (impairment losses, gain on sale of prop-

erty, plant and equipment, etc.)

on virus-specific enzymes, and we have already started this
process. As a result, if the same situation occurs in the
future, | think that the initial response of 6 to 8 months can
be further shortened. Because SHIONOGI experienced the
difficulties of clinical trials during the pandemic, we are
strongly aware of the importance of breaking through con-
ventional wisdom and shortening the R&D timeline on a
weekly and monthly basis through in-depth discussions.
Second, our launch of “offer products and services other
than prescription drugs” is one of our major accomplish-
ments. From the perspective of total care for COVID-19
with the aim of ending the pandemic as soon as possible,
we have expanded the scope of our business to include the
provision of solutions such as detection (epidemic predic-
tion), prevention, diagnosis, and prevention of severe cases
at almost the same time as the development of therapeutic
drugs, which has been our strength. Specifically, we estab-
lished AdvanSentinel Inc. through joint investment with
Shimadzu Corporation, launched a new business for the
social implementation of wastewater surveillance services,
and focused on the development of SHIONOGI's first pre-
ventive vaccine and the development and marketing of
diagnostic kits and equipment. In terms of prognosis, we
are currently accumulating evidence on the reduced risk of
developing long COVID. While concentrating resources in
the field of infectious diseases, especially COVID-19, we
have provided educational support services through the
newly established Yui Connection Co., Ltd. We have also
jointly developed “Gamma Wave Sound” with Pixie Dust
Technologies, Inc. with the potential to care for cognitive
functions in day-to-day living based on the common con-
cept of “cognitive function care that blends into daily life,”
releasing a device called kikippa that modulates the sound
of TVs and other devices to gamma wave sounds. Under
STS2030, we have evolved from a “drug discovery pharma-
ceutical company” that mainly provides prescription drugs

Shionogi & Co., Ltd. Integrated Report 2023

to a “Healthcare as a Service (HaaS) company” that offers
healthcare services. We have also set our business direction
as solving the issues faced by patients and society more
comprehensively, and this policy will not waver even in
STS2030 Revision. Over the past three years, we have been
able to show a part of the HaaS model advocated by
SHIONOGI by developing total care surrounding diseases
and launching various new businesses to solve challenges.
Of course, at this stage we really cannot call these results
accomplishments. Yet, during the course of these three
years, we have dramatically improved our ability to create
something from nothing based on science and lead it to
commercialization in a short period of time, expand the
range of customers from patients and healthcare profes-
sionals to society, and deepen collaboration with partners
from different industries and local governments.

The third point is to strengthen the company platform,
especially “governance enhancement.” By completely
revamping the internal decision-making process and build-
ing a system that allows us to record and track the execu-
tion of business processes including “when, where, who,
what, and how"” with complete transparency, and by fur-
ther clarifying the responsibility for business execution by
reorganizing the organization into four broad areas of
jurisdiction, we can now make decisions more promptly
and collaborate between organizations according to risk
level. Naturally, we worked diligently to properly educate
managers about these intentions as the lead actor and to
incorporate them into our employees’ day-to-day work.

These results and learning have also had a positive effect
on our finances. In fiscal 2022, while investing more than
100 billion yen in R&D, the largest amount ever in
SHIONOGI's history, we were able to attain record highs in
revenues and all profit items, not to mention achieve the
main KPIs set at the time of formulating STS2030. Even as
the environment and outlook surrounding SHIONOGI

changed rapidly, we are proud that we have taken our busi-
ness management capabilities to a higher level in terms of
where to record sales and how to optimize expenses in
anticipation of growth in the next few years.

To realize our 2030 Vision based on STS2030 Revision, we
must deliver products and services created by leveraging our
strengths to markets around the world. In other words, we

Steady progress of our HIV franchise

need to strengthen our sales and marketing capabilities,
including in the supply chain. Expanding the pipeline to
respond to social issues and unmet needs is also an issue for
further transformation. Leveraging our stable earnings base
and robust financial base, we intend to vigorously and rapidly
promote reforms while actively collaborating with various
partners, including international organizations.

In addition to the three “growths” mentioned above, one of
the major changes in the situation since we formulated
STS2030 is that the HIV business has progressed extremely
well. Initially, we thought that the biggest challenge was
how to overcome the challenges associated with the expira-
tion of the patent (patent cliff) for the HIV drug dolutegra-
vir, which is due around 2028, and how to regrow, but in
recent years, there has been a steady paradigm shift in HIV
treatment, causing the business premise to change signifi-
cantly. SHIONOGI's new product line, based on the two
integrase inhibitors dolutegravir and cabotegravir, has pen-
etrated the market faster than expected through partner
ViiV Healthcare Limited, and in fiscal 2022 it has achieved
results that far exceeded ViiV Healthcare's previous annual
growth rate of mid-single-digit percentages. Since the late
1990s, three-drug combination therapy has become the
mainstream for HIV treatment as a response to the problem
of resistance. After the advent of integrase inhibitors, which
are particularly safe and have excellent resistance profiles,
three-drug therapy based on integrase inhibitors such as
dolutegravir have become the focal point of treatment.
From the time it was recognized that HIV is a disease that
can be adequately managed with drugs began to take hold,
ViiV Healthcare was the first to begin developing a two-
drug combination therapy based on dolutegravir. It was
clear that two-drug therapy was better than three-drug in
terms of patient burden and safety, but at that time, the
reaction in the medical field and the stock market was frigid
due to concerns about tolerance. Nevertheless, we were
able to embark on development and achieve the results we
have now for two reasons. First was the conviction that we
were entering an era in which patients were looking for an
improvement of quality of life (QOL) as a social issue in the
HIV field, and second was that both ViiV Healthcare and

SHIONOGI believed in the potential of dolutegravir more
than anyone else. The two-drug combination products
including dolutegravir created in this way are steadily
increasing their market share. ViiV Healthcare, which estab-
lished oral two-drug therapy, has been working on the
development of a long-acting formulation using two-drug
injections since the same time. Oral medications taken daily
are still the mainstream for HIV treatment. In addition to the
burden of having to take medication daily, oral medications
not only remind patients that they are HIV-infected every
time they take one, but also causes the anxiety that others
will find out. Listening to these market voices, what
emerged was Cabenuva, an injectable drug that administers
two drugs containing cabotegravir once every two months,
which was introduced to address unmet needs that could
not be met by oral drugs. At the time of launch, it was
strongly affected by the COVID-19 pandemic and efforts to
reduce medical consultations, but now it is demonstrating
its potential and is steadily promoting a shift from the exist-
ing oral drug market. Cabotegravir contributes to the pre-
vention of HIV as a single agent and as a long-acting
injectable drug. In countries such as the United States,
which are aiming to eradicate new HIV cases, there is a par-
ticularly high need for such long-acting drugs for HIV pre-
vention, and this is expected to lead to the greater growth
of the prevention market and increased market share. Due
to these changes in the market, the patent cliff that was ini-
tially envisioned has virtually disappeared, and further
growth can be expected depending on the progress of the
pipeline, such as the out-licensed S-365598, which is
expected to further extend the dosing interval, and we are
more confident about the future prospects. SHIONOGI's
role in the medium- to long-term partnership with ViiV
Healthcare has also become clearer.

Moving from STS2030 to STS2030 Revision

Working to make our 2030 Vision a reality

Based on the results and learnings of these three years of
efforts and the steady progress of the HIV business, the

path toward realizing our Vision 2030 has become clearer,
soin June 2023, we updated STS2030 and announced

Shionogi & Co., Ltd. Integrated Report 2023
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Message from the CEO

STS2030 Revision. The three pillars of growth in STS2030
Revision are “continued growth of HIV franchise,” “continu-
ous growth of COVID-19 treatments,” and “expansion of
new products and businesses” through proactive R&D and

business investments. Based on these, we will accelerate

our global growth, achieve our upwardly revised revenue
target of 800 billion yen for fiscal 2030, and make our
Vision 2030 a reality.

Embodying the ability to “research, produce and promote” as a truly global corporation

SHIONOGI must now work on deploying the solutions cre-
ated by the Group globally using its own efforts. Of course,
depending on the area, product positioning, and target
market, we will continue to choose to collaborate with
other companies, but we will do our utmost to advance to
the next stage as a company, keeping in mind how to maxi-
mize the value brought about by our innovation from the
early stages of R&D. In Phase 2 (fiscal 2023 to fiscal 2025),
which has been renewed based on the Revision, we will
position this three-year period as a time to embody our
ability to “research, produce and promote” as a truly global
corporation, with a focus on delivering the results of Phase
1 (fiscal 2020 to fiscal 2022) globally.

First, we will accelerate the global trial of the COVID-19
treatment Xocova, which is the greatest achievement of
STS2030 Phase 1, and expand it to Asian countries such as
China and South Korea, as well as Europe and the United
States, and promote preventive indications and develop-
ment of pediatric applications to maximize product value.

In addition, we will continue to focus on R&D of new thera-
peutic agents that can be used by more people by over-
coming the weaknesses of Xocova. While some
stakeholders may have suggested that the pandemic has
already ended and that investment in COVID-19 treatments
and vaccines is no longer necessary, SARS-CoV-2 is expected
to continue to have a certain impact on our lives as it
mutates. And when a new variant appears, it is clear that it
will spread through the world in the blink of an eye due to
the flow of people. Therefore, it is important to work with
our stakeholders to prepare for future emergencies such as
the resurgence of infections, the emergence of highly viru-
lent strains, and pandemics caused by new pathogens, and
we believe that this is our mission as a global leader in
infectious disease drugs. In addition to providing solutions
such as therapeutic drugs and vaccines, we would like to
respond to the needs of society by aiming to build a system
that can provide total care for infectious diseases as an issue
facing society as a whole, from early detection of epidemics
to post-treatment follow up.

Establishing a sustainable infectious disease business model

LMICs), in collaboration with partners such as GARDP and
MPP, while receiving certain rewards, mainly in markets in

high-income countries.

Developing growth drivers with proactive investments

Establishing a sustainable infectious disease business
model is what we must work toward to grow as a business
while addressing the threat of infectious diseases.
Infectious diseases can be described in one word, but as
with acute infectious diseases such as COVID-19 and sea-
sonal influenza, whose revenues are easily affected by epi-
demics, infectious diseases requiring a long period of
treatment, such as HIV/AIDS and malaria, which are the
world’s three major infectious diseases, and even preven-
tive vaccines, SHIONOGI divides these into several portfo-
lios, such as “symptoms when infected,” “what solutions
should be used to solve them,” and “what kind of people
need them?" While clearly aware of the characteristics and
social position of each business, we will establish an

Shionogi & Co., Ltd. Integrated Report 2023

optimal business model and work to diversify risks and
opportunities by combining these models to ensure sus-
tainability as a business.

In addition, in terms of “delivering” to the world, cooper-
ation with international organizations is indispensable.
Given that infectious diseases are brought about by patho-
gens that are borderless, can affect anyone, even healthy
people, and tend to have more serious consequences in
developing countries with weak healthcare systems, devel-
oping and selling products only in specific developed
countries does not represent a real solution. We will con-
tinue to engage in dialogue with stakeholders so that we
can contribute to the realization of universal health cover-
age, including in low- and middle-income countries (LICs/

We must continue to refine the long-standing “drug discov-
ery capabilities” that SHIONOGI has cultivated as a core
strength. Over the next three years, we will invest a total of
300 billion yen to promote R&D that maximizes the value
of existing and products under development, as well as
actively introduce assets. In addition to continuing to focus
on infectious diseases, we will strengthen our efforts for
QOL diseases, which have a high social impact. Examples
include pain, depression, dementia, and obesity, which we
have been working on. Additionally, we have identified
sleep disorders, hearing loss, and diseases unique to chil-
dren. At the research level, interesting ideas and evidence
have emerged in addition to these diseases.

The key to cultivating growth drivers is to carefully
observe customers and society and identify issues (unmet
needs) that are expected to increase without being
resolved in the future. At SHIONOGI, we regard the process
that patients follow from the pre-symptomatic and pre-
vention stage to disease progression and prognosis as a
disease journey, and identify the needs that exist in this
process. Once we identify the needs to focus on, we will
demonstrate SHIONOGI's strengths in terms of how
quickly we can deliver solutions that contribute to a
healthy and prosperous life while taking risks through our
approach to the quick solutions and bold resource alloca-
tion learned during COVID-19.

Human capital management for realizing our 2030 Vision

In STS2030 Revision, SHIONOGI reiterated its intention to
realize growth through business transformation by trans-
forming from a drug discovery pharmaceutical company to a
HaaS company that provides various healthcare services that
meet customer needs in addition to providing pharmaceuti-
cals. The growth brought about through this transformation
will be realized by none other than each and every employee
of the SHIONOGI Group. As we pick up the pace from
STS2030 Phase 1, we will need to take on many unprece-
dented challenges with a sense of urgency, but in order to
achieve this, existing strengths and expertise alone are not
enough, and each and every employee must acquire new
skills and abilities and continue to grow. | have repeatedly dis-
cussed this in the quarterly messages | share with employees.
Looking at the past three years, though, the disparity in capa-
bilities between employees who are eager to acquire new
skills and abilities by utilizing the self-investment support sys-
tem and those who are struggling to take steps to change
has become apparent. To continue to grow as a company, we

must develop human resources who can continue to learn
and change, and we must provide an environment that offers
a good sense of job satisfaction. As part of these efforts, we
have revamped our personnel system, revised the grades of
all employees according to their roles, and are working to
build a system that allows us to better evaluate human
resources who have taken on challenges. In addition, we have
decided to accelerate the review of our talent portfolio by
implementing an early retirement program. Going forward,
we will actively promote skills and abilities that are lacking
from outside the company to expand our human capital. A
company's commitment will be tested by its ability to success-
fully develop and operate systems and mechanisms. | promise
to continue to incorporate the thoughts and intentions of
those who have long contributed to SHIONOGI and society,
and to manage the company with an even greater sense of
urgency. In addition, | will work together with employees
who are eager to take on challenges to achieve STS2030
Revision and make our 2030 Vision a reality.

Message to stakeholders

SHIONOGI has re-defined a clear path to realizing the 2030
Vision as STS2030 Revision and made a new start.
Although direction itself has not changed since the formu-
lation of STS2030 in 2020, as a truly global company, we
will create value through solving social issues surrounding
healthcare, such as SHIONOGI's material issues of “protect
people from the threat of infectious diseases,” “contribute

"o

to a healthy and prosperous life,” “contribute to sustain-
able social security” and “improve access to healthcare.” We
will continue to take on the challenge of transformation so
that stakeholders around the world will recognize us as a
partner that will be needed in the future. I ask for your con-
tinued guidance and support as we move forward.

Shionogi & Co., Ltd. Integrated Report 2023
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Special Feature 1

Dialogue between

President Isao Teshirogi and Professor Kunio Ito
— Facilitated by Ms. Yoshiko Sato ——

Human Capital Management Practices at SHIONOG|

SHIONOGI clearly stated its policy on human capital management and its commitment to promote human capital man-

agement in the STS2030 Revision. President Teshirogi and Professor Kunio Ito discussed the direction SHIONOGI is taking.

Isao Teshirogi, Ph. D.

Representative Director, President and CEO, Shionogi & Co., Ltd.

Graduated from the University of Tokyo, Faculty of Pharmaceutical Sciences, and joined
SHIONOGI in 1982. He was sent to the New York office in the U.S. in 1987. He returned to
Japan in 1991 and was assigned to the Business Development Department. He was trans-
ferred to Shionogi Qualicaps, Inc. that manufactures capsules from 1994 to 1997, where he
was again stationed in the U.S. After returning to Japan, he worked in the President Unit
and was assigned to General Manager, Secretary Office and the General Manager,
Corporate Planning Department in 1999. In 2002 he became a Director, in 2004 the
Executive General Manager of the Pharmaceutical Research & Development Division, in
2006 a Senior Executive Officer, in April 2008 Representative Director and President, and
has been in his current position from June 2022.

Facilitator

Association
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Yoshiko Sato

Executive Managing Director and Chief Research Fellow, Japan Investor Relations

aAf

Kunio Ito

Director, Center for CFO Education and Research, Hitotsubashi University

Graduated from Hitotsubashi University, Faculty of Commerce and Management. He has
served as Dean of the Graduate School of Commerce and Management and Dean of the
Faculty of Commerce and Management at the same university, and as Vice President of the
same university. The "Ito Report,” which summarized the results of the METI Study Group he
chaired, was influential both in Japan and overseas. From May, 2019, has served as the
chair of the TCFD consortium, which is a group for companies working to mitigate climate
change. In September 2020, he published the "Ito Report for Human Capital Management”
as a result of the METI study group on sustainable corporate value enhancement and human
capital, which he chaired, and in May 2022, he produced "Ito Report 2.0." In August of the
same year, he became Chairman of the newly established Human Capital Management
Consortium. He is also the chairman of the Digital Governance in the Age of Society 5.0
study group and for the Ministry of Economy, Trade and Industry and the Tokyo Stock
Exchange, the chairman of the evaluation committee for digital transformation securities.

Graduated from Keio University, Faculty of Economics. Joined Nihon Keizai Shimbun, Inc. and was transferred to
the Japan Investor Relations Association in March 1993.

She became the Chief Research Fellow in 2003, Secretary General in 2007, and Executive Managing Director in 2015.
She continues to work to improve corporate value and develop the capital market, mainly through Japan Investor
Relations Association (JIRA) seminars and newsletter. In addition to lecturing and writing, she also focuses on
dialogue with companies and investors.

Sato Today, the environment surrounding companies is
undergoing major change. While innovation is required
to respond to the changing environment, the impor-
tance of the human resources and organizations that
support this innovation is growing as never before.
Professor Ito published the “Human Resources Edition
Ito Report 2.0” in 2022, and President Teshirogi pre-
sented SHIONOGI's human capital management policy in
the medium-term management plan STS2030 Revision in
June 2023. In this special feature, we would like to begin
with the topic of what human capital management is.

First, President Teshirogi, as the top person in manage-
ment, how do you plan to bring about human capital
management under the STS2030 Revision to achieve the
SHIONOGI Group Vision that SHIONOGI wants to be, by
20307 Could you talk about this in light of the new per-
sonnel system that is scheduled to be introduced in
October?

Teshirogi The SHIONOGI Group Vision is to build innova-
tive platforms in order to shape the future of healthcare. This
is an indication that we, as a pharmaceutical company, will
not only provide drugs as in the past, but also become a
company that comprehensively and totally provides services
for healthcare. This is called "Healthcare as a Service” (HaaS).
SHIONOGI has always excelled at providing drugs for
infectious diseases to reduce the number of bacteria,
viruses, and other pathogens that have invaded the body,
but in the course of our group’s concerted efforts to
address the threat of the COVID-19 pandemic, we realized
that simply creating and providing drugs to treat infectious
diseases as we had in the past was not enough to meet the
needs of the world. For example, in addition to vaccines

The human resources portfolio required for

Sato In his “Ito Report for Human Capital Management,”
Professor Ito raises the issue that Japanese companies
have become conservative and have not been able to
motivate everyone to change, and that they do not have
a human resources strategy.

President Teshirogi also talked about recognizing
the challenges of human capital management. Could
you share your opinions on this topic?

Ito Behind what President Teshirogi said, | believe there is
a discernment of, and a sense of crisis, that a major change
in the business model is necessary to achieve sustainable
growth for SHIONOGI. At the same time, | sensed his deter-
mination and resolve to make this happen.

and diagnostic reagents for prevention, we also need drugs
to control the severity of disease so that symptoms do not
become prolonged and spread to various organs and blood
vessels, leading to serious illness. We must also consider
more efficient epidemic forecasting and prevention by soci-
ety as a whole. Therefore, unless we can provide total solu-
tions for COVID-19, we will not be able to meet the needs
of society.

Our goal is to help patients and their families return to
normal life as quickly as possible. We believe that providing
value to those in need by delivering solutions that are not
limited to drugs and helping them return to a normal life, is
truly a service industry. We are working to provide solutions
to the problems of patients and society, from prevention
and detection to diagnosis, treatment, control of serious ill-
ness, and prognosis management. This is the goal of HaaS.

In order to achieve HaaS, we have to think about what we
can do with limited resources, and the same goes for DX
and the issue of human resources. Human resources are
necessary to achieve sustainable growth, but we cannot
employ an infinite number of people. Therefore, it is neces-
sary to have a personnel system and mindset that can
respond to the types and depths of capabilities required,
which change with the times. Specifically, we are consider-
ing designing a human resource system in which we present
a company-wide human resource policy that defines the
capabilities we seek as a company every two to three years,
and where retraining and reskilling proceed within a certain
time frame for personnel who are a mismatch. Of course,
procuring the missing personnel from outside sources is also
an option. Although this is a difficult task, we believe that
the company will not grow unless its approach to human
resources is taken as the basis of its management plan.

business model transformation

Every company now includes reform of its business
model and management strategy in their medium-term
management plans. However, unless the human resource
portfolio is matched to the business model transformation,
it will not be feasible. The changes in human resource poli-
cies and system that President Teshirogi is talking about are
about shifting to a management style that places human
capital at the center.

HaaS is a bold shift in business model and management
strategy in the sense that it goes beyond a narrow medical
focus on drug discovery. The key to success will be to
increase the capability of human resources and match them
with management strategies and business models with a
high degree of precision. To build an optimal human

Shionogi & Co., Ltd. Integrated Report 2023
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resource portfolio, it is necessary to make the capabilities
and skills of each individual employee visible in detail and
disseminate this information to each department.

In the business model envisioned by President Teshirogji,
there are the capabilities that should be possessed by both
the core integrated producer-type personnel who can envi-
sion the Haa$ image, and the highly specialized personnel
who are responsible for this image. Without a grand
human resource portfolio strategy, | think it will be difficult
to increase the feasibility of HaaS, and | would like to hear
President Teshirogi's thoughts on this point.

Teshirogi We make staffing decisions based on various
personnel evaluations, but it can be difficult for employees
to be convinced that they are suited for a particular assign-
ment. We encourage employees up to their 30s to experi-
ence a variety of jobs and think about whether they want

to be an integrated producer or specialize in a particular
field. However, this is not an easy task. This is because the
abilities that you consider to be your strengths may not
always be objectively correct. Therefore, it is necessary for
employees to experience both integrated and specialized
operations at as young an age as possible, and then deter-
mine their own aptitudes.

To build an ideal human resource portfolio that increases
the feasibility of our strategy, we need to create a highly
convincing combination of management and experts by
successfully reconciling personnel evaluations with the indi-
vidual's perception of his or her aptitudes. In this difficult
environment, if everyone’s vectors are not aligned, it will be
a huge loss for the company, so | believe it is important to
cultivate an eye for correctly evaluating human resources.

Individual autonomy in career development leads directly to corporate growth

Ito As President Teshirogi mentioned, there are areas
where employees are unaware of their own capabilities,
abilities, and what they may or may not be suited to. The
average Japanese company does not have a personnel sys-
tem that allows for self-discovery or self-insight, and
employees are transferred at the convenience of the com-
pany. Instead of voluntarily suggesting what they want to
do, they follow the orders of personnel transfers. As a
result, employees lose the chance to build autonomy and
realize their potential. | believe that this approach has lost
its usefulness in the face of increasing global competition.
What is important is individual autonomy in career devel-
opment, and | believe that companies need to encourage
autonomy through suggestions rather than giving orders.
Teshirogi SHIONOGI has long since adopted an internal
open recruitment system to support employees’ individual
autonomy in career development. However, when employ-
ees raise their hand, they are asked to submit an applica-
tion form stating the reason why they wish to be
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transferred and what they can do at the new location. At
that time, the Human Resources Department prepares a
rough draft about personnel transfers based on the system,
but the decision is made by the Corporate Executive
Meeting. This is an indication that personnel transfers are
not primarily the responsibility of the Human Resources
Department, but are management matters, and should be
approved at the level of the Vice Presidents of each division
or the members of the Corporate Executive Meeting.

On the other hand, verification several years after a trans-
fer is a weak area. The company has hypothesized how
human resources will develop as a result of transfers at
their own request, but the major issue is that the results
have not been verified. The company needs to verify the
results of transfers made through the internal open recruit-
ment system, which is difficult for the organization to see,
to understand if the personnel are being developed as ini-
tially hypothesized, and if so, why, and if not, why not.

Sato As for the issues to be addressed when incorporat-
ing human resource strategies into management strate-
gies, Professor Ito mentioned the issue of having
individuals develop their capabilities in an independent
manner based on their capabilities, rather than a con-
ventional personnel system, and President Teshirogi
mentioned the issue of verifying and sustaining these
and other aspects over the medium to long term.

While | think the HaaS that President Teshirogi is pro-
moting is wonderful, | am also concerned that some
employees may feel uncomfortable with the idea that
they thought they joined a drug-discovery type com-
pany. How should the mindset and targets be set, includ-
ing the personnel system? | would appreciate it if
Professor Ito could give us his opinion on this point.

Ito So, SHIONOGlI is changing from the single business
model of being drug discovery-centered, to a complex plat-
form business. This is an amazing transformation because it
is a transformation of the business model itself. Some
employees will wait until they are told by the company
about their roles, while others will take the initiative and
think about, and choose, their roles. To accomplish this
grand transformation, | think it's necessary to give the
employees an entrepreneurial, or almost entrepreneurial,
type of mindset where they want to solve the problems
that are out there right now.

What investors are most interested in is the feasibility of
transforming the business model. Even if a company has a
great management strategy and business model, they will
want to know whether the human resources who will carry

it out are following and whether reskilling is being carried
out in a way that matches the company’s goals, and | think
this is a point that will be emphasized in future information
disclosure.

Teshirogi | believe that a company’s existence is mean-
ingless without growth. The best way to achieve growth is
not only quantitatively but also qualitatively, but the first
step for a company is to make steady progress toward the
numbers it promises to the outside world, toward its medi-
um-term management plan and long-term goals. In our
dialogue with investors, it is necessary to talk not only
about quantitative growth in terms of operating results,
but also about the ongoing progress of the underlying
qualitative growth, such as our response to human
resource issues, product portfolio, and alliances.

Ito The human resource strategy is considered non-finan-
cial, but no matter how great the human resource strategy
is as non-financial strategy, investors and other stakehold-
ers will not be convinced without a story of how it is organ-
ically linked to HaaS and how it will generate cash flow in
the future. Individual autonomy in career development is
certainly important, but simply saying, “We are easy to
work for,” is not going to make the creation of cash flow
from the implementation of management strategy very
robust. As a result, the promised figures will not be reached
and credibility will suffer.

President Teshirogi is well aware of this, and has earned a
very high level of trust from investors. And from an IR per-
spective, too, | believe that he has actually demonstrated
very high performance and has achieved results.

Challenges in promoting the Haa$S business model

Sato SHIONOGI has stated that it will focus on the infec-
tious disease business, but | think that the infectious dis-
ease business is generally volatile and difficult to forecast.
Why do you intend to transform yourself into a HaaS

company centered on the infectious disease business?

Teshirogi  The first of SHIONOGI's material issues is to pro-
tect people from the threat of infectious diseases. It is best
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for people to be free from infectious diseases, and it is bet-
ter if epidemics don't occur. To this end, we believe that the
big challenge is to make the infectious disease business
what we call a fire extinguisher model, which is useful in
times of trouble but is usually kept in a corner.

To achieve this, we are stabilizing the vaccine business,
for which there is a certain need every year in terms of pre-
paring for infectious diseases, and we have also started a
service to forecast infectious disease outbreaks from sew-
age and other social infrastructure as part of our Haa$ ini-
tiative. And since, unfortunately, some infectious disease
outbreaks occur every year, we believe that having a port-
folio of several therapeutic drugs and the stockpiling of
infectious disease drugs by governments, based on their
understanding of the infectious disease business, will sup-
port the business.

In light of the fear and anxiety that COVID-19 has caused
the world, | believe that taking on this business model is
significant for humanity and governments. By forming a
portfolio that covers a wide range of infectious diseases, |
want people to feel the significance of SHIONOGI's exis-
tence. | believe that all healthcare businesses have risks,
and infectious diseases are not a business model that is
special for having a particularly high risk.

Ito When it comes to responding to unmet needs beyond
medicine with Haa$, for example, the fire extinguisher
model requires a process that integrates everything from
pre-symptomatic states and prediction to international
cooperation, which requires organizational capability,

particularly DX. Without a database of things like the prob-
ability of infectious disease outbreaks from examining air
quality and sewage conditions, we cannot make hypothe-
ses, but the capabilities, or skills, we have up to now are not
enough, so reskilling is essential for advancing the HaaS
business model.

In addition, it is necessary to form dynamic alliances with
partners who are knowledgeable in the various specialties.
For example, when considering a global alliance, it is neces-
sary to consider how many optimal human resources are
being developed, or to recruit such personnel from outside
the company on a career basis.

Teshirogi Considering how to promote DX within the
company and how much literacy of digital transformation
must be raised in order to do so, and the fact that the
health information of each individual should be given the
most consideration of all personal information, and
because it involves very sensitive issues, building data is
quite difficult worldwide. | believe that it will be necessary
to have not only DX, such as conversion to data, but also
the ability to sense the needs of the world.

As stated in the STS2030 Revision, the biggest challenge for
SHIONOGI is to respond to globalization. For example, it is
not so easy to establish a personnel system that is attractive
to human resources around the world. It will be difficult
unless we create a diversified world within our headquar-
ters, including consideration of how to communicate our
HR, legal, accounting, and other systems as a global
headquarters.

Aiming to change the culture of the company through dialogue

Ito Changing the culture of a company, including its per-
sonnel system, requires a grand design for the company. In
doing so, it will be difficult without aligning the motivation
and mentality of individual employees. It is important for
supervisors and department heads to be aware of this
when they have discussions with employees. Dialogue is
time-consuming and difficult, but it is important when
making major changes in the organization and culture.
Teshirogi | agree with you, we must do this, even if it
takes time. After getting into 2023, we resumed the
“Exchange of opinions with the President” meetings, which
had been suspended due to the COVID-19 pandemic, and
we are visiting each organization to have dialogues with
employees. When we announced the STS2030 Revision, we
shot a video message for employees, and employees who
watched it were able to sense the significance of the
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Revision, and | think this kind of engagement is very
important.

| believe the balance of dialogue with our four types of
stakeholders is important, and | realize that when disclos-
ing our medium-term management plan or introducing the
new personnel system, | still keenly feel the need to allo-
cate a quarter of my time to dialogue with employees. In
2023, I also plan to spend time in dialogue with investors
and outside experts.

Sato Professor Ito, too, said that the linkage of man-
agement and human resource strategies requires making
things visible, pointing out issues from various sources,
and improving them together. So, yes, dialogue is
important.

The president also has important human capital for the company

Ito Human capital management has become quite wide-
spread, but its targets are assumed to be executives and
younger employees. However, the president also has
important human capital for a company, and | believe that
the president’s reskilling and use of time as human capital
has a significant impact on organizational performance. If
the president’s allocation of resources in the form of time
or capital is inappropriate, good performance will not be
achieved. If the president himself is going to change the
business model, he must naturally take the initiative in his
own reskilling.

Teshirogi |serve as an outside director for a financial
institution and a chemical company. Being an outside direc-
tor is a position where | have the responsibility to speak up
and say what needs to be done to make a good company,
and | feel that this is the largest experience | have had as far
as my own reskilling. | have experienced how the company
acts in response to what | say, and | feel the responsibility
for what I say. To do this, | need to study the fundamentals
of finance and the global chemical market to be able to
speak intelligently.

As an outside director, | have had the opportunity to be a
part of a company other than my own, with people who
work and think very hard, and to be able to contribute to
that company is something that | would not have been
able to understand unless | had experienced it myself. This
has been the best learning experience for me as a presi-
dent, and has been a very important experience for my
self-discipline.

Ito [ call 2023 the first year of human capital disclosure. It
is important for top management’s philosophy to talk

about what kind of company they want to be and what
kind of employees they want the company to consist of. |
believe that there is happiness not only for the employees
but also for the company, and by promoting disclosure and
dialogue that can be read as a positive cycle of happiness
for both employees and the company, stakeholders will
have a deeper trust in SHIONOGI and will be more willing
to invest.

Sato Now that Professor Ito has summarized the key
point of human capital management, do you, President
Teshirogi, have any last words?

Teshirogi If we are to grow globally, the most important
thing we must do is to globalize our head office functions,
and although this is the area in which SHIONOGI is weak-
est, we will move quickly and strongly in this area. Because
SHIONOGI has always had its head office functions in
Japan, when making rules, we need to think about making
them globally applicable. If our employees feel that we
have globalized our head office functions in a way that
goes hand in hand with the growth of the company, then |
believe that SHIONOGI is taking a good step toward 2030. |
look forward to our employees working even harder.

Shionogi & Co., Ltd. Integrated Report 2023

17



20
22
24
26
28
30

32

18  Shionogi & Co., Ltd. Integrated Report 2023

SHIONOGI in Numbers

Our History

SHIONOGI's Commitments
Value Creation Process
Growth as a HaaS Company
Risks and Opportunities

SHIONOGI's Material Issues

Shionogi & Co., Ltd.

SHIONOGI's Current Position

Integrated Report 2023

19



SHIONOG!'s Current Position

SHIONOGI in Numbers

Refining our strengths as a drug discovery-based pharmaceutical TR /
company and shape a better future for healthcare
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¥1 68. 5 billion (2022) ‘ By 2030 § ~— 1 3 5 countries
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SHIONOG!'s Current Position

Our History

Fetroja
[cotderscnl| & st

( SHIONOGI's Pharmaceuticals for Infectious Diseases i
£ Thicoy

== =

==

Acute Infectious Diseases g
® Finibax 2509
i Finibax is a carbapenem antibiotic launched in
: 2005. Itis used for the treatment of severe infec-
: tions as a drug that is highly effective against

¢ bacteria that are resistant to many other anti-
* bacterial drugs.

Infectious Diseases Requiring a Long Period of Treatment

® Tivicay

i Tivicay is an anti-HIV drug launched in 2014. With
excellent efficacy and safety, and because it is less
. likely to cause drug resistance, it contributes to the
¢ treatment and improved quality of life for people

¢ living with HIV around the world.

Acute Infectious Diseases
® Xofluza

i Xofluza is an influenza antiviral drug with a differ-
ent mechanism of action launched in 2018. It has

i established a strong reputation not only for its ther-
: apeutic effect but also for the convenience of its

: single dose treatment against influenza.

Tirapur i

AMR
® Fetroja (U.S.)/Fetcroja (Europe)

i Fetroja/Fetcroja is a treatment against multidrug-re-
sistant Gram-negative bacterial infection launched
©in 2020. As a drug that can be a life-saving trump

¢ card for patients who previously had no treatment

i options, it contributes to the treatment of patients

: around the world.

Infectious Diseases Requiring a Long Period of Treatment

® Cabenuva, Apretude

i Cabenuva is a long-acting anti-HIV drug launched in
2020 and Apretude is a long-acting HIV prophylactic
. drug launched in 2021. They help to improve the

¢ quality of life of patients because they can treat or

* prevent HIV with a single injection every two months.

Acute Infectious Diseases

® Xocova

i Xocova is a domestically produced oral COVID-19
treatment drug launched in 2022 under the emer-

. gency approval system. It contributes to the treat-

¢ ment of COVID-19 as the only drug that can be used
* by patients who are not at risk of severe illness.

( Our History

1878 Founded

On March 17, 1878, his 24th birthday,
Gisaburo Shiono, Sr., who learned about the
drug wholesaling business from his father,
Kichibei, strikes out on his own and estab-
lishes a drug wholesaling business named
Shiono Gisaburo Shoten .

1909 Registered the corporate emblem FUNDOH
The brand symbol, derived from the “counterweight” used to weigh medicines
on ascale, stands as a symbol of accuracy, honesty and trust, and represents

SHIONOGI's commitment.

FUNDOH from
the Edo era ﬁ ) @

1910 Constructed the Shiono Seiyakusho manufacturing plant

1919 Shiono Gisaburo Shoten and Shionogi Seiyakusho K.K.
merged and reorganized to form Shionogi Shoten Co., Ltd.

¥ Gisaburo Shiono, Sr.

Group brand symbol
(From July 2021)

Co., Ltd.)

established
Founder

1940—1990

1943 Renamed the Company Shionogi Seiyaku K.K. (now Shionogi &

1957 SHIONOGI's Company Policy (now SHIONOGI Group Heritage)

A "basic policy” was established to serve as our eternal goal in passing down
SHIONOGI's unique philosophy and commitment cultivated since our founding. As a

result, we are able to move forward without losing sight of our basic direction as a phar-
maceutical company, which is “to serve people’s health.”

1983 Construction of the Kanegasaki Plant
The Kanegasaki Plant was built in the town of
Kanegasaki, Isawa-gun, lwate Prefecture where a large
factory site was secured as one of our key factories,
based on a long-term plan for the future expansion of
our pharmaceutical manufacturing facilities.

Kanegasaki Plant

1998 Establishment of the SHIONOGI Code of Conduct

The SHIONOGI Code of Conduct was established to complement the SHIONOGI Group
Heritage as a criterion for behavior so that the company could flexibly adapt to changes
in the operating environment and fulfill needs of society.

First Medium-Term
Business Plan
(FY2000-FY2004)

—Establishing a
foundation—

2001 Establishment of Shionogi USA, Inc.
(currently, Shionogi Inc.)

2008 Acquisition of Sciele Pharma, Inc.

(currently, Shionogi Inc.) in the United States

Second Medium-Term
Business Plan
(FY2005-FY2009)

—Accelerating progress—

Third Medium-Term
Business Plan
(FY2010-FY2013)

—SONG for
the Real Growth—

2011 Acquisition of C&O Pharmaceutical
Technology (Holdings) Ltd. in China

2012 Establishment of Shionogi Ltd.
(currently, Shionogi B.V.)

Fourth Medium-Term
Business Plan
(FY2014-FY2019)

—Shionogi Growth Strategy
2020 (SGS2020)—

S$TS2030
(FY2020-FY2030)

—Shionogi Transformation
Strategy 2030 (STS2030)—

2020 Establishment of Ping
An-Shionogi Co., Ltd.

2022 Launch of new brand

2023 STS2030 Revision

STS2030 Phase 2 was launched ahead of the
original plan after the path to achieving the
Vision became clearer.

( History of Products in Each Product Portfolio

1911

The syphilis treatment Salvarsan

1909

® Our first in-house drug, the anti-indigestion

Antacidin

C

Psychoneurological
Diseases and Pain

1959 1981
The sulfonamide drug Sinomin The glycopeptide antibiotic
1961 Vancomycin
The antiprotozoal agent Flagy! 1982
1976 The oxacephem antibiotic Shiomarin
The synthetic antibacterial agent 1988
BAKTAR The oxacephem antibiotic Flumarin
1997
The cephem antibiotic Flomox
1950 1977
® The analgesic Sedes ® The neuropsychiatric agent
1957 Wintermin
® The neuropsychiatric agent 1989
Vegetamin ©® The persistent cancer pain treatment
® The neuropsychiatric agent Novamin MS Contin

1965

® The sleep aid Rhythmy

® The antidepressant Surmontil

Both the world and SHIONOGI have changed significantly over time, but we have
not forgotten our founding spirit, and our head office is still located where we were @
founded, in Osaka’s Doshomachi. Here, we describe how SHIONOGI has grown in

response to the changes that have taken place over the past century and a half.

Shionogi & Co., Ltd. Integrated Report 2023

Other Diseases

2005
The carbapenem antibiotic Finibax

2001

® The pain treatment drug morphine hydrochloride injec-

tion solution Shionogi
2003
® The cancer pain analgesic OxyContin

2007
® The cancer pain treatment powder Oxinorm

2005

® The hyperlipidemia treatment Crestor

2008

® The hypertension treatment /rbetan

® The acne vulgaris treatment Differin

® The idiopathic pulmonary fibrosis treatment Pirespa

2010
The influenza antiviral drug Rapiacta
2014
The anti-HIV drug Tivicay
2015
The anti-HIV drug Triumeq
2018
The influenza antiviral drug Xofluza

2010
® The antidepressant drug Cymbalta

2012
® The injectable cancer pain analgesic
OxiFast

2012
® The hypertension treatment Aimix

2013
® The hypertension treatment /rtra

2015

® The allergen immunotherapy Actair

® The thrombocytopenia treatment
Mulpleta

2020
A multidrug-resistant Gram-negative
bacterial infection treatment Fetroja
(cefiderocol)
The long-acting anti-HIV drug
Cabenuva (cabotegravir + rilpivirine)
The IgG/IgM antibody test kit for
COVID-19 (research reagent)

2022
The COVID-19 treatment Xocova

2017

® The cancer pain treatment Methapain

® The chronic cancer pain treatment OxyContin TR tablets

® The attention-deficit/hyperactivity disorder (ADHD)
treatment Intuniv

® The opioid-induced constipation treatment Symproic

2019
® The attention-deficit/ hyperactivity disorder (ADHD)
treatment Viyvanse

2016
® The hypercholesterolemia treatment Crestor OD tablets

Shionogi & Co., Ltd. Integrated Report 2023
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SHIONOG!'s Current Position

SHIONOGI's Commitments

Four strengths supporting SHIONOGI's growth
acquired as a discovery-based pharmaceutical

company

Innovation Skills

-

As a result of our commitment to in-house drug develop-
ment as a discovery-based pharmaceutical company and
focus on R&D activities, we have maintained an internal-
ly-discovered pipeline ratio that exceeds 60% (as of March
2023). In addition to evolving the highly efficient
small-molecule drug discovery engine, a strength we
acquired by taking on the challenge of creating COVID-19
therapeutic drugs and vaccines under a unique system and
using the valuable learning gained from that experience,
we will take on the challenge of capturing various drug
discovery modalities, including vaccines, peptides, nucleic
acids, and antibodies. We are also refining our ability to
ascertain unmet medical needs developed as we con-
fronted various diseases and expanding the breadth of
challenges to resolve a wide range of healthcare problems
that cannot resolved with traditional therapeutic drugs.

Internally-discovered
pipeline ratio

61-

Global products

4

products

(as of March 2023) (In-house developed drugs
that were introduced overseas
over the past ten years)

Shionogi & Co., Ltd. Integrated Report 2023
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During our more than sixty years of research and develop-
ment in the field of infectious disease, we have delivered
therapeutic drugs for numerous infectious diseases. While
many companies withdraw from the infectious disease
field because of low market predictability and profitabil-
ity, we have obtained knowledge of and technology
related to infectious diseases that others cannot match, a
world-class bacteria library, and advanced research facili-
ties to manage those by continuing to invest in the field.
In addition to further refining these strengths and
expanding activities to disease awareness programs, epi-
demic forecasting, prevention, diagnostics, and ways to
prevent conditions from worsening and aftereffects, we
will confront the threat of infectious diseases by providing
healthcare that is not limited to therapeutic drug.

Infectious disease total care

* Disease awareness * Diagnosis
programs « Preventing conditions
« Epidemic forecasting from worsening and
aftereffects

* Prevention

Although the needs of customers and the world have continued to change with the times, we
still earnestly create and deliver new value by pursing “accuracy,” “honesty,” and “trust” in
response to healthcare needs regardless of the age. Therefore, the efforts of our predecessors
have changed over the years into the four strengths that support SHIONOGI. We continue to
take on the challenge of refining these strengths and creating a healthcare future.

P

L~

Alliances and Collaborat

To more broadly and quickly deliver new value, we have
formed alliances with the most appropriate partners and
accumulated the ability to create win-win relations for
generating sustainable growth for both SHIONOGI and
our partners at the various stages of the pharmaceutical
business, including capturing new modalities, promoting
research and development, and maximizing product
value. As technology evolves, various companies that pos-
sess new ideas and technologies have entered the
healthcare field. We will meet more advanced healthcare
needs by leveraging as much as possible our ability to
build relations that we have acquired and taking on the
challenge of partnering in new ways.

New collaboration
partners

15

companies

Launched solutions

7

(FY2022) (STS2030 Phase 1 accumulated)

.
- y \

ion
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Human Resources

\ sr_—'

- 4‘ _

Each and every employee of SHIONOGI is the source of
the Company'’s sustainable growth and new value cre-
ation. To appropriately forecast future healthcare needs
and create new value, it is necessary to develop not only
managers who promote reforms but also indepen-
dent-minded human resources responsible for resolving
future problems. At SHIONOGI, we focus on fostering a
corporate climate for employees to work hard to tackle
challenges by clearly indicating the image of what
employees should be and providing opportunities for
future growth. In addition, by continuing to implement
workstyle reforms and appropriately evaluating employ-
ees, we have created an environment in which human
resources with diverse values can make the most of their
capabilities.

Education and
training expenses

¥1 52 million

Work engagement
score

3.49

(as of March 2023) (as of March 2023)

Shionogi & Co., Ltd. Integrated Report 2023
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SHIONOGI's Current Position
Value Creation Process

SHIONOGI strives constantly to supply the best possible healthcare solutionsto protect the health and wellbeing of the patients we serve

Issues and needs

C Material issues addressed by SHIONOGI Or32 ) ‘

* Material issues to create value by solving healthcare social issues

society

UORISOd WUBLIND S,[DONOIHS i

* Material issues to reduce negative impacts on customers and r

Value Shared (Impacts)

* Material issues to support the realization of a sustainable society

and the growth of SHIONOGI o o s ® »

. Society
Contribution to SDGs

(contributions to a healthy and
(Value Created (Outcomes) As of March 31, 2023) .. prosperous society

SHIONOGI's cultivated strengths

D

million .
: Innovation Alliances and
D Pool of human resources for future

( Main Capital (inputs) in FY2022 )

: Human capital
¢ Practice of our philosophy 70.0%
e IT/digital human resources: 1,074
. (equivalent to Lv1 IT passport accreditation)
i« Number of persons from talent pool

: Human capital
: Penetration of our philosophy 83.7%
i * Education & training expenses ¥152

management 27 persons*' skills £ _, collaborations appointed to executive officer positions
Intellectual d Development . . (cumulative over the previous two years): 6 Customers
:INntellectual an ; .
: ' ! Intellectual and manufactured Exter
: manufactured capital : ¥ improvement of quality of life,

: + SHIONOGI's unique expertise and capital ¥/ new value co-creation
: : » Accumulation of SHIONOGI's proprietary

Changes in the : technology )
environment :  Capital investment (IT investment, expertise and technology
surrolinding society plant and equipment investment, etc.) * Internally-discovered pipeline ratio 61%
and the'healthcare © ¥12.6 billion i » Number of product developed globally: 20
industry. ) . . .
: Social and relationship i Social and relationship capital
Changes in the capital Through contracts with partners:
ce?!(l?l:::tn?ent : + Diverse partnerships i Ensitrelvir available in 117 countries
STS2030 Phase 1 partnerships: 36 J i » Cefiderocol available in 135 countries Employees
(cumulatlvg) . - . . Dolutegravjr/Cabotegravir available in over A workplace where employees can
ST varketing J0 IS Manufaaurmg - Tocounwes
: , , L. - ' can grow
! and c =" Expertise in . : - = Human ¢ Financial capital : . .
' Financial capital infectious ; - resources : * Profit before tax ¥220.3 billion /
p diseases ' i e Annual TSR: -18.8% for the past year,
: * Total capital ¥1,311.8 billion " : 5.9% for the past three years,

3.4% for the past five years, and

: *STS2030 Phase 2 ¥300 billion to be
13.3% for the past 10 years

invested in R&D :
. . . «ROE 17.8%
: Natural capital

: » Total energy consumption Natural capital Shareholders and
¢ 337,921MWh i « Effluent management of antimicrobial ' investors
: * Water consumption : agentsin wastewater \  Sustainable growth, return of profit
1,426 thousand m? : * Total energy consumption: up 1.3% year on
year
* Water resource consumption: up 4.4% year
' © onyear
*1 Number of associate corporate officers

cumulative over the past three years

( Value Provided (Outputs) )

Fetroja (cefiderocol) for the COVID-19 treatment Anti-HIV drug Wastewater Gamma wave sound

treatment of multidrug-resistant ~ Xocova Cabenuva surveillance service care kikippa
Gram-negative bacterial (AdvanSentinel)
infections

Details on the development pipeline
https://www.shionogi.com/global/en/innovation/pipeline.html

. el - '

rmﬁ“ [a

26 Shionogi & Co., Ltd. Integrated Report 2023 Shionogi & Co., Ltd. Integrated Report 2023 27


https://www.shionogi.com/global/en/innovation/pipeline.html

28

SHIONOG!'s Current Position

Growth as a HaaS Company

SHIONOGI Group Vision
Building Innovation Platforms to
Shape the Future of Healthcare

SHIONOGI's Business Model

Innovation Alliances and
skills collaborations

Expertise in Human
infectious diseases resources

\/

While we have an abundance of various information to make use of, the needs in
the healthcare field are becoming increasingly sophisticated and diverse. We are
on the verge of transforming into a society where people choose their own solu-
tions to protect, promote, and heal their own health. SHIONOGI will thoroughly
refine its accumulated strengths to become the partner of choice for a wide vari-
ety of companies, breaking through stereotypes to meet the needs of people and
society. We are going to transform ourselves into a HaaS company that opens a

new era of healthcare as the hub of co-creation.

Shionogi & Co., Ltd. Integrated Report 2023

Towards
Becominga |}
HaaS Company

I Pre-
symptomatic
care

211D S,IDONOIHS

* Wastewater surveillance
service

* Disease awareness
* OTCdrugs
future disease risks * Supplements/health foods
and promote health kikippa

* Educational IT services

Solutions that are
incorporated into
daily life to reduce

Recuperation Prevention |

Solutions for living with Solutions for
continued health and adaptation to disease
peace of mind after /\ characteristics and
treatment pathogenesis risks, and
for application full

\ time or on occasion
\\

The hub:of
co-creation

ALR LA LS
StLR T evy

K

F oo
sesveRe”

Solutions for individually Solutions to quickly and
optimized treatments \_/ accurately detect current
that go beyond drug diseases and their signs,
therapy alone leading to early treatment

* Prescription drugs and prevention

* Treatment apps * Al diagnostic support
* Sensory stimulation * Diagnostic kits

* OTC drugs * Diagnostic apps
* Diagnosis using
brain waves

Treatment Diagnostics

-
",

7 L

1 Wiy
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SHIONOGI's Current Position

Risks and Opportunities

In revising its medium-term business plan ST52030 to STS2030 Revision, SHIONOGI analyzed and
assessed its risks and opportunities based on changes in the internal and external environment
and its time frame, and reviewed the material issues (materialities) that must be addressed. By
classifying materialities into the three categories of “Material issues to create value by solving

healthcare social issues,

Shionogi & Co., Ltd.

nmn

Environmental Changes/
Social Needs

M The global epidemic of COVID-19
and subsequent lifestyle changes

M Further expansion of the scope
of corporate social
responsibility

M Aging of developed countries’
populations and rise of emerg-
ing countries

M Accelerating investment in the
children of the future

M Structural changes in the
healthcare industry

M Restricted access to medical care
M International instability

B Technical innovation and evolu-
tion, including digitalization,
and greater use of data

B Growth of the global market
for prescription drugs, and con-
traction of the Japanese market

M Global warming
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M Transformation to realize the
SHIONOGI Group Vision

B Promotion of workstyle reforms

B Numbers of pipelines, imbal-
ance in R&D progress

M High reliance on royalty
business

B Lower patent cliff risks
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Risks

Material issues to reduce negative impacts on customers and society,”

and “Material issues to support the realization of a sustainable society and the growth of
SHIONOGI,” we believe we can clarify our thinking and find more effective specific actions when
considering our response policies, leading to more propulsive initiatives. We will continue to
assess the impacts SHIONOGI and society have on each other, and reflect such assessment in our

initiatives to promote activities aimed at resolving issues.

Opportunities

« Contraction in market for infectious
disease drugs as awareness of
hygiene increases

» Human rights violations, risks affect-
ing stable supply, business delays,
continuity, and deterioration of credit-
worthiness by the Company and its
suppliers due to the following events

 Deterioration in relations with
local communities

e Human rights, environmental,
and compliance/governance
issues

* Greater information security risks

* Collapse of existing business models
through disruptive innovation

e Lack of human resources to realize
transformation

* Loss of business opportunities as
nothing is done in emerging
countries

« Higher hurdles to drug discovery
and lower research efficiency

« Decrease in productivity/outflow of
human resources

* Globalization of infectious diseases due
to climate change

e Increased expectations and demand for
global infectious disease
countermeasures

¢ Increasing demand for wellbeing and
social participation in all generations

« Rising needs for prevention, presymptom-
atic conditions, self-medication needs,
and related market expansion

¢ Promoting access to medical care

« Creating solutions through technological
innovation

¢ Achieving stable supply, customer satis-
faction, and reliability in the company and
its suppliers in the following events:

» Continuous improvement of stable
supply and quality assurance

* Care for human rights and the
environment

» Construction of a business that does not
rely on patents

¢ Enhance employee awareness of transfor-
mation, to create innovation and enhance
their ability to respond to change

 Secure human resources by expanding
the environment in which diverse human
resources can play active roles

-FY2024 -FY2030 FY2031-
Recognized !
time frames Short Medium Long
term term term

Material Issues

)

Material issues to create value by
solving healthcare social issues

C

impacts on customers and society

s) < Material issues to reduce negative

aterial issues to support the realization of a su
tainable society and the growth of SHIONOGI

C

Protect people from
the threat of infec-
tious diseases

Uraa

UORISOd WUBLIND S,[DONOIHS I

Contributing to a
healthy and prosper-
ous life

Urso

Contribute to sustain-
able social security
Improve access to
healthcare

Ursa

Supply socially
responsible products
and services

Urrs

Respect human
rights
Upr79

Protect the
environment
Lrso

Secure human
resources to support
growth

Ures

Meqlium-Term
Business Plan

STS2030
Revision

Ur36

: Creating value

: through solutions to
: social issues of

i healthcare

: Strengthening the
: company platform
: and contributing to a
i sustainable society

Strengthen supply
chain management
Up77

Ensure compliance
Dros

Strengthen
governance
Upsg7

Shionogi & Co., Ltd.
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SHIONOG!'s Current Position

SHIONOGI’s Material Issues

Through its business activities and in response to healthcare needs and social issues, SHHONOGI is
growing as a company that society needs and aims to share outcomes with our stakeholders.
SHIONOGI is therefore identifying material issues (materiality) that we will prioritize in the light of
our current situation and needs, as well as our business risks and opportunities.

The Material Issue Identification Process

( Identification of Issues

)

4

Assessing Opportunities and Threats

* Organize based on perceptions of
internal and external environmen-
tal changes

- Evaluation on three axes: social,
business, and internal

- Consideration of ISO 26000 and
ESG disclosure standards

Category

« Organize into three elements
based on implications: value cre-
ation, mitigation of negative
impacts, and infrastructure

aterial Issue Identification

Priority Ranking of Identified Items

« Evaluation of each of the three ele-
ments on two axes: impact and
likelihood of occurrence

- Impact: Consider expectation val-
ues derived from stakeholder
engagement

- Occurrence and feasibility:
Consider time frames

Board of Directors approval

* Approval by the Board of Directors
after discussion at the Executive
Officers’ Meeting

Shionogi & Co., Ltd. Integrated Report 2023

Material issues

)

Material issues to create value by
solving healthcare social issues

ve

2

impacts on customers and society

aterial issues to reduce negat

)¢

tainable society and the growth of SHIONOGI

aterial issues to support the realization of a

&

Major initiatives

Main relevant indicators and evaluation axes (figures in bold are shown on the corresponding page)

SDGs we contribute

to particularly

Protect people from
the threat of infec-
tious diseases

Provide products and services for acute infectious
diseases

® Number of acute infectious disease-related pipelines ® Number of serious infectious disease-related pipelines
® Number of countries adopting pull-type incentives for severe infectious diseases

Providing products and services for infectious dis-
eases requiring a long period of treatment

® Number of HIV-related product pipelines
® Development of anti-malarial drugs, etc.

e Contribution to improvement of QOL with cabotegravir

Upas
Build a vaccine business e Provide COVID-19 vaccine  ® Development of next-generation vaccines
Discover products and services for disease areas ® Number of psychoneurological diseases-related pipelines ® Number of pain-related pipelines
i i : . . ® Number of oncology-related pipelines
Contributing to a with high unmet medical needs 4 co ogy pipel

healthy and prosperous
life
UJrso

® Numbers of products and services for other quality of life diseases with high social impact

Raise awareness of the characteristics of the dis-
ease and the problems faced by those affected by
the disease to promote social understanding

® Number of educational activities conducted using webinars
® Number of support services provided in the area of developmental disorders

Contribute to sustain-
able social security

Improve access to
healthcare
LJprsa

Providing solutions different from pharmaceuticals

® Numbers of solutions and partners

Promote self-medication

® Number and sales results of OTC drugs

Create an environment of improved access

® Number of countries provided with ensitrelvir
® Number of countries that can be provided with cefiderocol through partnerships with GARDP and CHAI
e Listing on WHO Model Lists of Essential Medicines ® Number of countries where ViiV provides dolutegravir and cabotegravir

Strengthen health care systems

e Improve the health of pregnant and lactating women and children under 5 years of age
e Operation of independent health services

Supply socially
responsible products
and services

Ur7s

Stably supply of products and services

® Management of procurement, production, and distribution to prevent shortages by grasping changes in the supply-demand
balance

e Conduct regular/non-regular discussions with suppliers to ensure stable procurement

® Support for strengthening relationship with contract manufacturers and maintaining their business continuity plans (BCP)

Strengthening legal compliance and monitoring

® Ensure strict observance of laws, regulations, and guidelines related to the manufacture and sale of pharmaceutical products

Respect human rights
Ur79

Address human rights issues

e Statement based on the Modern Slavery Act ® Implementation of human rights impact assessments

Protect the
environment
LJr.so

Climate change: Reduce greenhouse gas (GHG)
emissions

e Disclosure under the TCFD
© FY2030: Reduce Scope 1+2 by 46.2% and Scope 3 Category 1 by 20% (relative to FY2019); FY2050: Achieve zero emissions

AMR: Reduce the impact of antimicrobials manu-
facturing on the environment

® Have proper control, including of the supply chain, by FY2030 (completion of audit follow-up)

Secure human
resources to support
growth

Ur.es

Securing a competitive and diverse workforce

e Clarification of skill requirements ® Competitive compensation system

® Number of employees reassigned through the internal open recruitment system ® Number of mid-career hires

Nurture human resources who possess exceptional strengths

e Strengthen monitoring of human development ® Education and training costs
® Percentage of employees using assistance programs for self-investment ® Number of people applying for side work

Foster an environment and culture in which
everyone can work comfortably

e Continuous implementation of work style reforms and revitalization of employee communication
® The degree of penetration of management philosophy
® Percentage of female managers ® Percentage of employees taking childcare leave

Promotion of health management (health man-
agement and occupational health and safety)

® Health checkup reception rate o Stress checks, percentage of highly stressed persons
® Percentage of employees who smoke e Severity rate ® Frequency rate

Strengthen supply
chain management
Up77

Identification of key suppliers and supplier
sustainability assessment

® Assessment by FY2022 Questionnaire or EcoVadis
® Percentage of suppliers meeting established criteria

® Number of EcoVadis rated companies

Interviews and briefings on sustainability issues

® Percentage of suppliers that agree with the procurement code of conduct
® Number of companies promoting positions through interviews or briefings

Ensure compliance
Uras

Strengthening our compliance system in Japan

e Establishing Supervisory Unit Compliance Committees
e Strengthening collaboration with domestic and overseas compliance promotion organizations

Strengthen
governance
Upsg7

High-performing corporate governance
framework

e Efficacy assessment by third-party assessment organization ® Skill matrix reviews

Strengthen risk management

e Classifying company-wide risks into strategic risks and execution risks

GOOD HEALTH
AND WELL-BEING

L 4

DECENT WORK AND
ECONOMIC GROWTH

o

‘I PARTNERSHIPS
FOR THE GOALS

&
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SHIONOGI in the Future

SHIONOGI's Goals

Medium-Term Business Plan

Create Value by Solving Healthcare Social Issues
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Protect People from the Threat of Infectious diseases
Contributing to a Healthy and Prosperous Life
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Building Innovation Platforms to Shape t
Future of Healthcare

A '”

roup Vision (2030 Vision)

at we want to achieve by 2030 -

=

Continuously creating innovative

products/services, with a well-

established and rapidly-growing

global business

e Expansion of business model

* Maintenance of high profit margins
and growth after overcoming the pat-
ent cliff

36 Shionogi & Co., Ltd. Integrated Report 2023

Continuing to offer solutions to
health issues facing society

¢ Protect people from the threat of infec-
tious disease, better QOL, children’s
growth and a vibrant and prosperous
life, contribution to sustainable social
security, and contribution to achieving
SDGs

Excellent business persons who
never take a break from building
their expertise and capabilities,
leveraging their individual
strengths and creating new value

Revision of STS2030 and its background

In June 2020, SHIONOGI set forth its 2030 Vision as what it
hopes to accomplish by 2030, and formulated the Shionogi
Transformation Strategy 2030 (STS2030), as a strategy to
realize the Vision, and we have been working on it ever
since.

As a result, we have been able to transform the drug dis-
covery process, including obtaining emergency approval in
Japan for Xocova, a COVID-19 treatment, at a completely
unprecedented speed. In addition to expanding global
sales of its own products, such as cefiderocol, a treatment
for multidrug-resistant Gram-negative bacterial infections,
SHIONOGI has also been expanding its non-prescription
pharmaceutical products and services, including
SHIONOG!'s first vaccine, and first sewage epidemiological
survey service. In addition, in the HIV area, Cabenuva (cabo-
tegravir and rilpivirine) and other products are expanding
favorably, and market penetration of the prophylactic
Apretude is making significant progress. With the signifi-
cant progress of ViiV's efforts to shift its HIV franchise to a
product line centered on the long-acting cabotegravir, the
patent cliff from the patent expiration of the anti-HIV drug
dolutegravir has shrunk significantly from what was
expected at the time of the STS2030 release, to the point
where rapid re-growth can now be expected.

Background to the STS2030 Revision

During this period when the entire world was hit by the
COVID-19 pandemic, SHIONOGI was able to meet the
threat head-on, and learned many lessons from the experi-
ence, including a renewed awareness of the impact infec-
tious diseases have on the world and the importance of
developing products and solutions in line with unmet
needs. On the other hand, we have also identified areas
where SHIONOGI has shortcomings, and issues that need
to be improved. These include the fact that even if we are
able to develop products and solutions, we cannot fully
provide their value if we lack the ability to deliver them
globally, and that we cannot survive unless we quickly
acquire the capability to respond to an era in which the
speed attained in COVID-19 drug discovery is becoming
the standard.

Since our initial assumptions have changed significantly
and the path toward realization of the 2030 Vision has
become clearer as a result of the lessons we learned and
issues we recognized through our efforts, we have decided
to terminate STS2030 Phase 1 ahead of schedule and posi-
tion the three-year period from FY2023 to FY2025 as the
new STS2030 Phase 2, to accelerate growth through trans-
formation. In addition, we will develop a new plan for the
period from FY2026 to FY2030 as STS2030 Phase 3.

¢ Significant progress toward achieving the 2030 Vision was made over the first three years of STS Phase 1
= The road to achieving the 2030 Vision has become clearer

¢ Initiating a new growth phase in STS Phase 2, raising financial targets

Previous plan STS2030

Realizing our transformation

Growth from transformation

STS Phase 1
('20-'24)

STS Phase 2
('25-'30)

Achieve 2030

Vision as a

New Plan STS2030 Revision

Growth from transformation

Realizing our transformation ‘

HaaS* company

STS Phase 1 STS Phase 2
('20-'22) ('23-'25)

_____________________________

STS Phase 3
("'26-'30)

_____________________________

* Healthcare as a Service: Provide a range of healthcare services in line with customer needs, rather than only providing pharmaceuticals
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SHIONOGI in the Future
Medium-Term Business Plan

SHIONOGI has become more confident of achieving the key KPIs set out in STS2030 Phase 1 and
for the next step of growth by realizing solutions to combat the threat of COVID-19, addressing
the issue of patent expiry for anti-HIV drugs, a key source of revenue, and providing products and
services that go beyond pharmaceuticals as a HaaS company. Therefore, we announced STS2030
Revision that updates Phase 2 and later and incorporates this into a more specific plan.

Looking back at our previous Medium-Term Business Plans

(Billions of yen)

(%)

/

600 — z
—t
Net sales (left axis)
M Operating profit (left axis)
450 = -+ Operating profit margin (right axis)
300 —
150 —
(FY) 0 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2018 2019
JGAAP
First Medium-Term Second Medium-Term Third Medium-Term Fourth Medium-Term
Business Plan Business Plan Business Plan Business Plan
(FY2000 - FY2004) (FY2005 - FY2009) (FY2010-FY2013) (FY2014 -FY2019)
Focus on pharmaceutical business  Expansion of R&D and establishment Toward global growth Grow as a drug discov- Grow sustainably as a
—Establishing a foundation of global structure —SONG for the Real Growth ery-based pharmaceuti- drug discovery-based
— Accelerating progress cal company pharmaceutical company
—Shionogi Growth Strategy :  contributing to a more
vigorous society through
improved healthcare KPIs
—Shionogi Growth Strategy
2020
® Establishing a foundation : m Clarifying target areas : m Growth centered on new drugs : ® We accomplished the following regarding the 4th
o Transferred/sold drug wholesaling, i o Strengthened the two areas of meta- i o Implemented in-house global i Medium-Term Business Plan (5GS2020) and achieved
agrochemical, clinical laboratory, indus- bolic diseases and pain, in additionto  : development (Phase 3 clinical the main KPIs given in SGS*'2020 (ordinary profit, effi-
trial chemicals, and capsule businesses : infectious diseases, another SHIONOGI : trials) ciency KPI, and shareholder return KPIs)
and focused on prescription drugs strengih,b?r(r)]wn to al.level where we i Dlszovered LZ ?)evlelosmentf : m Continued launch of internally-discovered products
" R&D i can establish @ pipefine products a? obtained Po for o Xofluza, Mulpleta, Symproic, cefiderocol, cabotegravir
- o Established overseas joint venture : ® Establishing strong sales : at least 50% ‘u Strengthening of busi .
£ Shionogi-GlaxoSmithKline i » Developed Crestor into a key product  : ® Japan business fengthening ot business operations
o Pharmaceuticals, LLC (present-day with domestic sales of ¥23.0 billion i o Grew 8 strategic products and © Improvement of cost manalgement .
IS Shionogi-ViiV Healthcare LLC) and ‘m ) © improved the sales ratio i @ Global deyelopment of all internally-discovered products,
“ launched joint R&D of anti-HIV agent Overseas business H d Ita obtained launches in overseas markets
= _ i » Obtained U.S. sales network through £ * Crestor and (ymbalta obtaine L o
£ ® Qverseas business : the acquisition of Sciele Pharma, Inc. : the number-one market share 1 SGS stands for Shionogi Growth Strategy.
9 * Established foundation for global devel- : « Conducted joint development of anti- ® Overseas business :
<'.EJ opment (established Shionogi Inc.) HIV drug with GSK : @ Launched Osphena i
o Introduced to Europe and China
: ® Earnings structure :
o Revised agreements for out-li-
i censed products
o Strengthened cost-control
: capabilities :
o Response to the volatile drug industry ~ : e Identifying research seeds and expand- : e The speed at which the value of : ® Maximize value of new products
o Establishing a second and third target ¢ ing early phase drug discovery programs :  new products is maximized ‘e Cymbalta and Intuniv have achieved growth, but targets
area in addition to the infectious dis- ~ : e Improving clinical predictability i remained an issue ¢ areunmet
ease area ¢ » Quickly formulating strategies and i The U.S. business was still ¢ o Issues with information provision concerning Xofluza
i making decisions related to global i unprofitable i have emerged (insufficient marketing capabilities overall)
g LT gty | eSO o s s
2 : g sales targets and adjusting pieta, Adal, ‘ ph : o US business: Targets not met for strategic products
a sales expenses were capturing market share at : (Osphena, Symproic)

* Reducing indirect division costs

too slow a pace

o Stagnant per-employee operat-

ing profit (excluding royalties)

S e stillin process of establishing business infrastructure for
the EU and China

: ® Improve per-employee productivity

Shionogi & Co., Ltd.
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2020 2021 2022

STS*2 Phase 1
(FY2020-FY2022)

Main results
= Expansion of products discovered internally
 Obtained emergency domestic approval for COVID-19 treatment Xocova
o Strengthened overseas business
o Achieved growth of the HIV franchise
® Progress of products and services other than prescription drugs
o Filed application for domestic approval of COVID-19 vaccine
o Established Yui Connection and began operations
o Concluded marketing partnership agreement for insomnia treatment app
© Began wastewater surveillance service
o Launched sales of gamma wave sound care kikippa
= Governance enhancement
* Implemented new internal decision-making process
 Continued manager education
*2 STS stands for Shionogi Transformation Strategy.

Achievement of main KPIs Parentheses indicate target in STS2030

KPI FY2020 FY2021 FY2022
Revenues ¥297.2 billion ¥335.1 billion ¥426.7 billion (¥400.0 billion)
Core operating profit*: ¥94.0 billion ¥110.6 billion ¥158.5 billion (¥120.0 billion)
g Core cperating|profit 31.6% 33.0% 37.1% (Over 30%)
3 margin
O Overseas revenue ratio 16.2% 22.3% 16.9% (Over 25%)
e e amaiesd 71% 3% 61% (Over 60%)
pipeline ratio
= EPS ¥365 ¥378 ¥619 (Over ¥370)
=)
= c
2 5 poE 4% 3.8% 3.9% (Over 4%)
& 2
& ROE 13.9% 12.5% 17.8% (Over 13%)

*3 Income adjusted for non-recurring items (impairment loss, gain on sale of property,
plant and equipment, etc.) from operating profit

Lessons and points to strengthen for transformation
® Lessons from the COVID-19 experience

 Renewed recognition of the threat of infectious
diseases Lacking capabilities
 Importance of the discovery of drugs for unmet for addressing

needs environmental changes
o Lack of ability to deliver globally

 Importance of business speed

® Points to strengthen for transformation

* Marketing capabilities — Ability to deliver globally —

o Pipeline - Investment in unmet needs —

o Strengthen company platform — Improve business speed; strengthen human resources —

New growth image

In STS2030 Phase 1, we generally achieved key KPIs through the
expansion of products discovered internally, the launch of prod-
ucts and services other than prescription drugs, and governance
enhancement. In STS2030 Phase 2, we will accelerate growth
through further growth of the HIV drug business centered on
long-acting pharmaceutical products, growth of COVID-19 treat-
ments, and expansion of new products and businesses, based on
the basic policy of “achieve global top-line growth especially in
the infectious disease area” and “establishment of growth drivers

through aggressive investment.”

New growth to realize the 2030 Vision

Revenue
A New products/New businesses
COVID-19 treatments
HIV royalty income
FY2022 FY2025 FY2030
( Revision of HIV royalty forecast )

Sales of ViiV Healthcare's HIV franchise have been strong, driven by
strong launches of oral two-drug regimens such as Dovato and
long-acting formulations such as Cabenuva. Going forward, we will
achieve continuous growth by significantly advancing market pene-
tration of Cabenuva and the long-acting prophylactic drug
Apretude, as well as by creating next-generation new therapeutics/
prophylactic drug candidates such as S-365598. As a result, patent
cliffs due to the expiration of patents for some anti-HIV drugs are
expected to shrink significantly and grow again more quickly than
expected at the time of STS2030 publication.

( COVID-19 treatments )

Although it is winding down, the COVID-19 pandemic continues to
impact the health and lives of many people around the world. It is
expected that the virus will mutate repeatedly while evading immu-
nity, and become endemic. For this reason, we believe that there
will continue to be a need for treatments. \We aim for sustainable
growth by accumulating new evidence of Xocova, providing it glob-
ally, and continuing to focus on the creation of excellent new thera-
peutics that can be used by more people.

C Expansion of new products and new businesses )

We plan to launch more than 10 new products in the prescription
drug business by fiscal 2030 from the current development pipe-
line, and we will expand globally through the growth of existing
assets and the introduction of products buoyed by aggressive
investment. In the vaccine business, we aim to expand globally
while building results and gaining competitiveness.
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NIl SHIONOGI in the Future
Medium-Term Business Plan

STS2030 Phase 1 results

In 2020, when SHIONOGI formulated the STS2030 Medium-
Term Management Plan, the biggest challenge facing
SHIONOGI was the patent cliff issue for our HIV franchise,
which has been a major growth driver to date. The patent for
dolutegravir, an oral drug, is due to expire between 2027 and
2028, and how to compensate for the decline in revenue and
achieve further growth was an urgent issue for SHIONOGI to
offset the decline in revenue. As one of the measures to
address this issue, in STS2030, we set a vision for SHIONOGI to
achieve growth by continuously creating innovative health-
care products and services as a HaaS company. We have posi-
tioned the five years until fiscal 2024 as Phase 1, a preparation
period, and have continued our activities with the goal of real-
izing the transformation necessary to make this vision a reality.

The three outcomes of the three years from fiscal 2020 to
fiscal 2022 are the expansion of products discovered inter-
nally, launch of products and services other than prescrip-
tion drugs, and governance enhancement.

For details of governance enhancement, see page 64.

Expansion of products discovered internally
SHIONOGI has worked to expand sales of cefiderocol in
Europe and the United States, and to provide it to low- and
middle-income countries (LICs/LMICs) through licensing and
partnership agreements with GARDP and CHA\, creating an
environment to deliver cefiderocol to patients around the
world who need it as a treatment option for multidrug-resis-
tant gram-negative infections. In addition, in the HIV fran-
chise, we are working with ViiV Healthcare to develop
Cabenuva, a long-acting injectable for the treatment of HIV
infection, to further improve the satisfaction of HIV patients.
In response to the COVID-19 pandemic which has disrupted
the entire world, SHIONOGI has made a concerted effort to
develop therapeutic drugs. As a result, we developed Xocova,
the first COVID-19 drug produced in Japan for patients with
mild to moderate illness. We obtained emergency approval
in Japan for Xocova, and currently we are working on devel-
opment in Europe, the United States, and Asia.

L

Shionogi & Co., Ltd. Integrated Report 2023

Launch of products and services other than
prescription drugs

Services as a HaaS company, which is the goal of STS2030,
have also emerged over the past three years. Regarding
COVID-19, in addition to the development of therapeutics,
we strongly promoted the development of a preventive
vaccine for which societal needs are high. Since it marked
the first product after SHIONOGI entered the vaccine busi-
ness, we faced various issues, but we were able to make a
company-wide effort to tackle these issues and apply for
domestic approval by the end of fiscal 2022.

Outside of the infectious disease field, we are beginning
to produce results as an HaaS company. In October 2022,
we established Yui Connection Co., Ltd., which was initially
founded as “Yui-EN,” an educational support service for ele-
mentary and junior high schools. Through the Yui-EN busi-
ness, we will contribute to the realization of individualized,
optimal education and the efficiency of resources in the
field of educational by visualizing educational needs
through observation of students’ school life, and work to
resolve challenges faced by children’s generation.

SHIONOG! is also tackling challenges faced by the elderly.
With the goal of cognitive function care that blends into
daily life using gamma wave sound, SHIONOGI and Pixie
Dust Technologies, Inc. have taken the lead in researching
and developing gamma wave modulation technology, and
in April 2023, we launched kikippa, which converts televi-
sion sound into gamma wave sound with 40Hz modula-
tion. We aim to realize a society where dementia can be
prevented and cognitive function can be improved natu-
rally in daily life.

In addition, SUSMED, Inc.'s insomnia treatment app,

which has been developed as a non-pharmaceutical solu-
tion, received medical device manufacturing and marketing
approval in February 2023. SHIONOGI has entered into a
commercialization agreement with SUSMED, Inc. to provide
as many patients as possible with new treatment options
that do not rely on conventional therapeutic drugs.

Overview of STS2030 Phase 2

In STS2030 Phase 2, we will address the following three
issues: “create value by solving healthcare social issues,”
“reduce negative impacts on customers and society," and
“support the realization of a sustainable society and the
growth of SHIONOGI"” with our basic policy for business
growth set as “achieve global top-line growth especially in
the infectious disease area and establishment of growth
drivers through aggressive investment.”

In creating value by solving healthcare social issues, we
have identified “protect people from the threat of infectious
diseases,” “contribute to a healthy and prosperous life,”
“contribute to sustainable social security,” and “improve

access to healthcare” as social issues to be addressed. We
will provide solutions for diseases posing a large threat to
society and QOL diseases with a high social impact.

This requires transforming into an organization to create
new value and transition into a further growth phase. In
addition to clarifying our “focus strategies” such as global
strategies and investment/financial strategies, and acceler-
ating “transformation initiatives” to realize them, we will
respond to various issues related to sustainability through
dialogue with stakeholders and strengthen ESG manage-
ment, which will lead to a stronger company platform and
contribute to a sustainable society.

STS2030 Phase 2 basic policy

® Achieve global top-line growth and establishment of growth drivers
through aggressive investment, especially in the infectious disease area

Social issues to be addressed, etc.

Create value by solving healthcare
social issues
(Contribute to solving healthcare-related social issues)

« Protect people from the threat of ~ [Jp.44
infectious diseases

« Contribute to a healthy and LJrso
prosperous life

« Contribute to sustainable social Lprs4
security
Improve access to healthcare

Reduce negative impacts on
customers and society

* Protect the environment
* Respect human rights

« Supply socially responsible
products and services

Foundations that support the reali-
zation of a sustainable society and
the growth of SHIONOGI

LJrso » Secure human resources to Lrss
Op79 support growth
Jp7s « Strengthen supply chain Lpr77
— management
« Ensure compliance Uros
« Strengthen governance Urs7

( Grow new products

Develop products and services

Planned market launches after ® Xofluza

Planned market launches up to
fiscal 2025 fiscal 2026

* Resiniferatoxin (pain associated with

* Olorofim (invasive aspegillosis)

Growth of existing assets

o cefiderocol

>< * naldemedine >< In-licensing

SREERIETER) ) +5-337395 (RSV infections) « Xocova e
* Zatolmilast (fragile X syndrome*) +5-309309 (obesity) otc. ( &
« Daridorexant (insomnia) *5-151128 (pain) Q/
* Zuranolone (depression) * Redasemtide (ischemic stroke)
¢ SUSMED Med CBT-i® (insomnia treatment «5-531011 (solid tumor)
app)
( Growth of the vaccine business > ( Business development based on our strengths )
% Expand globally from Asia and grow OTC drug CDMO business  P1atform services
into a ¥100 billion business business business

* Genetic central neurological diseases exhibited by Autism Spectrum Disorder.
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NIl SHIONOGI in the Future
Medium-Term Business Plan

Review of management indicators

In STS2030 Phase 1, we beat the fiscal 2022 targets set for
the six items of revenue, core operating profit, core operat-
ing profit margin, internally-discovered pipeline ratio, basic
net income per share (EPS), and return on equity attribut-
able to owners of parent (ROE) by expanding the number
of internally-discovered products, including the COVID-19
treatment Xocova, advancing products and services other
than prescription drugs, and strengthening the manage-
ment base through governance reforms.

STS2030 Revision sets revenue and overseas sales
CAGR*" as growth indicators to be achieved. Based on the
fact that we will aggressively invest in growth, we have set
EBITDA*? instead of core operating profit as an indicator of
profit to measure earnings power.

By achieving global sales centered on infectious diseases
and business growth through aggressive investment, we
have set sales targets for fiscal 2025 of ¥550 billion (fore-
cast for fiscal 2023 of ¥450 billion), a 50% CAGR for over-
seas sales excluding royalty income starting in fiscal 2022,
and EBITDA of ¥200 billion. We have also revised upward
our final sales target for fiscal 2030, from the initial ¥600
billion to ¥800 billion.

*1 CAGR stands for compound annual growth rate.
*2 EBITDA stands for earnings before interest, taxes, depreciation, and
amortization

Major KPIs
STS2030 Phase1 STS2030 Phase2 STS2030 Phase3
FY2022 FY2023 FY2025 FY2030
Revenue ¥426.7 billion ¥450.0 billion ¥550.0 billion ¥800.0 billion
Overseas sales CAGR - - 50% 15%
(excluding royalty income) (starting from fiscal 2022) (starting from fiscal 2025)
EBITDA ¥177.9 billion ¥167.0 billion ¥200.0 billion —

Collaborating with stakeholders to contribute to solving healthcare-related social issues

As a HaaS company, it is essential for SHIONOGI to collabo-
rate with stakeholders by “creating value by solving health-
care social issues,” “reducing negative impacts on
customers and society,” and “building foundations that

"

support the realization of a sustainable society and the
growth of SHIONOGI" as described in the previous page.
By experiencing the COVID-19 pandemic, SHIONOGI has
learned the importance of closely understanding the issues
(unmet needs) of society and customers and providing
solutions that meet their true needs. However, it is difficult
to create solutions that go beyond pharmaceuticals that
solve healthcare-related social issues with the conventional
capabilities we have cultivated, deliver them globally, and
execute with the speed to make them a reality ahead of
other competitors. As the core of co-creation, SHIONOGI
will promote investments and alliances regardless of busi-
ness domain or company size in order to build a business
model that can grow together with partners with strengths

Shionogi & Co., Ltd. Integrated Report 2023

different from our own.

For these investments and partnerships to be successful,
SHIONOGI employees must continue to grow by constantly
mastering the necessary competencies, adapting to new
businesses and gaining experience. Through various mea-
sures for human capital management, we will create a
diverse workplace where employees can work with peace
of mind with opportunities for growth, and provide an
environment where employees, who are important stake-
holders of SHIONOGI, can compete together and make
each other better.

We will promote our business activities so that sharehold-
ers and investors can trust the sustainable growth of
SHIONOGI through various activities aimed at solving health-
care-related social issues. In addition, we will return the prof-
its earned through our business so that shareholders and
investors can genuinely feel the growth of the company.

Addressing unmet needs
SHIONOGI's mission is to address unmet medical needs and
safeguard the health of people around the world. Until
now, SHIONOGI has focused mainly on treatment to
address needs, but there are various potential needs rang-
ing from disease prediction, prevention, diagnosis, progno-
sis, and even for society to live alongside diseases.
SHIONOGI has a broad concept of healthcare, considers
unresolved issues that are expected to increase in the
future as unmet needs, and aims to create and deliver vari-
ous solutions to realize total care that can meet all needs.
As an area of focus, we will continue to tackle infec-
tious diseases because of the high degree of impact that
threatens society. In addition, we will also focus on QOL
diseases with a high social impact, such as dementia,
obesity, sleep disorders, and hearing impairment.
Furthermore, in anticipation that maintaining productiv-
ity will become an important social issue in the future
amid the declining birthrate and aging population, we
will actively work to expand pediatric indications for
pediatric diseases such as ADHD and existing drugs, rec-
ognizing that the pediatric field, which offers a bright
future, is an important theme in STS2030 Revision. In
addition to the efficacy and safety of prescription drugs,
we recognize that improving detailed needs such as ease
of administration is also an important issue. In 2021, we
launched Baktar Mini, a smaller version of the antibacte-
rial agent Baktar, which was difficult for young children
to swallow due to its large tablets.

Flexible utilization of resources

As we strive to respond to the needs of society, SHIONOGI
believes that the most important issue is to deliver the nec-
essary solutions to society and patients as soon as possible,

especially when the entire world faces unprecedented fear
and confusion such as that during the COVID-19 pandemic.
Behind our ability to obtain emergency approval for Xocova
in the shortest amount of time in SHIONOGI's history was
our strong will to focus on speed even if means taking on
risks, while looking beyond the status quo.

To achieve a speed comparable to that of mega pharma
companies with our limited management resources, we
discussed resource allocation and risks to be taken, and
even temporarily suspended other disease projects, so that
at one point, we concentrated as much as 80% of our R&D
on COVID-19. The lessons learned from this bold and flexi-
ble resource allocation were enormous, and we were able
to identify many challenges for the future.

In order to increase the speed and turnover of R&D, we
must break away from SHIONOGI's previous focus on
in-house drug discovery, which has also been one of its
strengths. SHIONOGI will incorporate and utilize the R&D
capabilities that it has enhanced not only in its own origin
seeds, but also from all over the world. To that end, we plan
to improve our ability to search for seeds and to form net-
works in the future. Once the needs to be addressed by
SHIONOGI have been clearly defined, we will create an
environment in which R&D departments can fully devote
themselves to the development of solutions by adding
accurate and prompt judgments of needs to be addressed
by management to the R&D decision-making process in
order to maximize the ability to execute.

By combining rapid decision-making, bold resource allo-
cation, and SHIONOGI with external development know-
how, we will maximize R&D efficiency and deliver at an
early stage innovative solutions that many patients have
been waiting for.

QOL diseases with a high social impact
(children’s growth, achieving a healthy and prosperous life)

Examples of diseases under review

Dementia Obesity Pediatric diseases Sleeping disorder Hearing impairment Pediatric |nd|_cat|ons/
formulations

® © @&
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NIl SHIONOGI in the Future
Create Value by Solving Social Issues

Protect Pople from the Threat of Infectious Diseases

Protect people from the threat of infectious diseases

The COVID-19 pandemic taught the world that infectious diseases are a major problem for peo-
ple’s health and the safety and well-being of society, and that various solutions that go beyond
therapeutic drugs are important to solve that problem. Touting “protecting people worldwide
from the threat of infectious diseases” as a material issue (materiality), SHIONOGI will continue to
move toward to achieve that goal.

Ideal State Providing wide-ranging solutions and making contributions to protect people from the
threat of infection through total care as a leading company in infectious diseases

Issues/Needs

© Provide solutions for a wide range Initiatives targeting HIV infections
: of acute infectious diseases © Initiatives targeting mycobacterium
: : tuberculosis (TB)/ Nontuberculous

mycobacterial (NTM) diseases

: Building and bolstering a vaccine
. Further handle serious infectious i business

: diseases that include AMR bacteria Initiatives targeting malaria

Initiatives Indicators

® Providing products and services for acute infec- ® Number of acute infectious disease-related pipelines: 4 products

tious diseases ® Number of serious infectious disease-related pipelines: 2 products

© Number of countries where products are eligible for pull incentives for serious infec-
tious diseases: 2 countries

© Number of countries where cefiderocol can be supplied through partnership with
GARDP and CHAI: 135 countries

® Number of contracts for wastewater surveillance services

® Providing products and services for infectious dis- ® Number of HIV-related products in pipeline: 1 product

eases requiring a long period of treatment ® Further contributing to improvement of QOL with cabotegravir

© Developing antimycobacterial disease drugs, antimalarial drugs and a malaria
vaccine

® Providing a COVID-19 vaccine
® Establishing vaccine manufacturing facilities

© Building a vaccine business

Infectious diseases that threaten society

waves of infections, and Xocova is expected to continue to
contribute to numerous patients in the future. As a leading

Humans have repeatedly battled infectious diseases since
ancient times. Looking back throughout history, one can find

only is the market less predictable than in other disease
areas, but also more powerful drugs are used only when
other drugs are not effective in terms of proper use to pre-
vent the development of new resistant bacteria or viruses.
Major pharmaceutical companies, too, are withdrawing
from this market one after another, citing an inability to
recoup their huge R&D costs and maintenance costs for
manufacturing facilities. If this situation continues, the
number of specialized personnel conducting research in
the area of infectious diseases, where investment is scarce,
will also decrease, and the market will become less and less
dynamic—a vicious circle that will keep growing. Although
dealing with infectious diseases is an indispensable initia-
tive for society, it is an extremely challenging business
model for pharmaceutical companies.

At SHIONOGI, we plan to build an infectious disease
business that is sustainable overall, by combining “infec-
tious diseases requiring a long period of treatment” and
“vaccines,” both of which make it possible to establish a
sound product pipeline through stable earnings, and
"acute infectious diseases,” which offer difficult to predict
profitability. For this business model to function, the
important issue is how to manage the acute infectious dis-
ease business, an issue that a single company on its own
cannot solve. Because of COVID-19, careful consideration
regarding solutions to problems faced by international
society have begun to accelerate for various reasons,
including renewed recognition of the importance of rein-
forcing preparations against international health threats,
such as AMR, centered on G7 countries. In Japan, too,

Strategies for the infectious disease business

society as a whole is beginning to accelerate its efforts to
strengthen preparedness. For example, domestic counter-
measures related to such issues as ensuring therapeutic
drugs through market incentives to combat drug resis-
tance and promoting R&D based on international collabo-
ration and industry-academia collaboration are clearly
included in the so-called Basic Policy 2023 —that is, Basic
Policy on Economic and Fiscal Management and Reform
2023 approved by the Cabinet in June 2023. In addition to
the pull incentives represented by the subscription model
and stockpiling, we believe that enhancing mechanisms to
promote pipeline formation through push incentives,
which support the promotion of research and develop-
ment, will help maintain stability in the infectious disease
market, and as a result, enhance preparedness for new
pandemics. Of course, companies that receive incentives
must always be prepared to make their maximum contri-
bution in the event of an emergency, including the drugs
they provide and the human resources to respond. It is
essential that not only companies but also society as a
whole have a system to continuously tackle infectious dis-
eases. We aim to become a company that can grow sus-
tainably with society by establishing a platform that
provides total care for infectious diseases to prevent recur-
ring pandemics or otherwise minimize their damage and
building a stable business model.

( Build a sustainable business model

)

Acute infectious diseases (COVID-19, influenza, etc.) Antimicrobial resistance (AMR)

Global growth of therapeutic drugs
* Xocova, Xofluza, and continuing R&D activities

Total care initiatives

Work with society to create sustainable markets
* Introduce cefiderocol globally
* Continued call for pull and push incentives

numerous pandemics that have caused terror in society,
including smallpox, plague, Spanish flu, and COVID-19 in
2019. Working to develop countermeasures to COVID-19,
SHIONOGI created the therapeutic drug Xocova quicker than
it has ever done before and obtained emergency authoriza-
tion to use it in Japan in November 2022. Even now, when
vaccinations are progressing and COVID-19 has been reclas-
sified as a class 5 infectious disease, there are repeated

company in infectious disease, SHIONOGI will move forward
with freeing people from the threat of infectious diseases by
not only maintaining its work to tackle both acute infectious
diseases, such as COVID-19 and influenza, and infectious dis-
eases caused by drug-resistant bacterium resistant to antibi-
otics, and infectious diseases requiring a long period of
treatment, including HIV infections, tuberculosis and malaria,
but also providing various other solutions.

Developing vaccines aimed at total care for infectious diseases

When you look at the global acute infectious disease mar-
ket, you see cases of companies that undertake successful
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drug development that fail to pay back their investment
and subsequently go bankrupt or are acquired because not

» Growth of the diagnosis, vaccine, and wastewater monitoring
businesses

( Build a stable business base by contributing to large numbers of patients )

Infectious diseases requiring a long period of treatment Total care, including vaccines

Grow vaccines into the next earnings driver as a core business

Cultivate new markets that address unmet needs

* Provide new solutions for HIV infections * Launch COVID-19 and influenza vaccines

* Develop a new therapeutic drug (olorofim) for fungal infections * Expand business globally, including Asia

with high mortality rate « Establish new technologies that become strengths (nasal, universal

* Research and develop new treatments for infectious diseases vaccines, etc.)
with strong unmet needs (tuberculosis, malaria, nontuberculous i ) o
mycobacterial (NTM) diseases, etc.) Strengthen diagnostic capabilities

* Provide simple diagnosis solutions (home test kits, etc.)
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Sustainable business that is not impacted by epidemics

Because acute infectious diseases, such as COVID-19 and
influenza, have a major impact on society when there is an
epidemic, it is important to prepare for their threat in regu-
lar times. However, acute infectious diseases rapidly spread
and then die down, and it is difficult to forecast them, mak-
ing marketability extremely uncertain. Therefore, to con-
tinue to push forward with acute infectious diseases as a
business, it is necessary to establish a sustainable business

model that is resistant to the outside environment.

In addition to developing total care for various infectious
diseases by combining solutions that go beyond therapeu-
tic drugs, we aim to establish a sustainable infectious dis-
ease business model through an incentive model linked to
governments and other parties and similar systems and
introducing those globally.

( Offer total care globally that goes beyond medicines building a sustainable business model

Build a business portfolio that is not

affected by epidemics

Realize total care platform for acute
infectious diseases

Build a sustainable business model Build a disease portfolio

Establish a purchase model in collabo-
ration with government, etc.

Make wide-ranging efforts to tackle
key upper respiratory tract infections

* COVID-19
¢ Influenza
Diagnosis feeooe e RSVinfections
i etc
— . . Exacerbation suppression
Epidemic forecasting Prevention Treatment Atereffect suppression
Example initiative, |  Provide wastewater . Out-license 5-555739 Conduct joint sales and
COVID-19 surveillance services Create 5-268019 Create Xocova (exacerbation suppression)| | promotion of antigen test kits

Initiatives related to and outlook for acute infectious diseases and AMR

Since 2019, SHIONOGI's highest priority has been moving
forward with its response to the COVID-19 pandemic.
Although the chaos caused by the pandemic has faded to a
certain extent, COVID-19 is expected to spread again when
new variants arise. As patients with COVID-19 live very lim-
ited lives because of the serious condition caused by the dis-
ease, it isimportant to keep an eye on conditions growing
worse and the aftereffect called “long COVID.” Based on our
idea that protecting even more people from COVID-19 leads
to a true solution to this social problem, we are pursuing
new value for Xocova and working to provide it to Asia, the
U.S., Europe, and other regions. We are also moving forward
with the development of the successor drug S-892216 as a
new solution for elderly people taking multiple drugs and
pregnant women who cannot use Xocova. We launched a
phase 1 clinical trial of S-892216 in Japan in May 2023.

On the other hand, it is clear that treatment solutions
alone are insufficient to meet society’s need for protection
from COVID-19. As various types of evidence have been col-
lected, numerous needs have come to light, including those
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related to people wanting to avoid infections and the ill-
ness growing serious and not wanting to suffer from after-
effects. We aim to provide total care that goes beyond
therapeutic drugs in order to meet all needs related to
COVID-19.

During the COVID-19 pandemic, various different needs
arose in society, including those related to epidemic fore-
casting, prevention, diagnosis, treatment, and exacerbation
and aftereffect suppression. As a leading company in infec-
tious diseases, we develop and provide solutions to society’s
needs. In response to “epidemic forecasting” needs, we
established AdvanSentinel Inc., a joint venture with
Shimadzu Corporation that provides wastewater surveil-
lance services using a wastewater epidemiology approach.
As for “prevention” needs, we filed for approval of S-268019
in November 2022 and out-licensed S-555739, which is
expected to be an exacerbation suppression solution, to
BioAge Labs. Turning to “diagnosis” needs, we concluded a
joint sales agreement with TAUNS Laboratories, Inc. regard-
ing COVID-19 antigen test kit products and worked to meet
the needs of medical institutions.

)

In this way, we will achieve total care for infectious dis-
eases through multiple approaches not limited to thera-
peutic drugs and expand that globally, and thus transform
the extremely uncertain acute infectious diseases business
into a sustainable business.

Until now, we have made contributions to serious viral
respiratory tract infectious diseases through the develop-
ment and distribution of such products as the COVID-19
therapeutic drug Xocova and the influenza antiviral drugs
Xofluza and Rapiacta. On the other hand, there are still viral

respiratory tract infectious diseases for which there are insuf-
ficient treatments, and one of those is RSV infections, which
are a serious disease for infants. In collaboration with UBE
Corporation, we are moving forward with joint research and
development of RNA-dependent RNA polymerase inhibitor
S-337395, a candidate therapeutic drug for RSV infections,
and in fiscal 2022, we launched a phase 1 clinical trial. Based
on the idea of total care, we will continue to ascertain the
latent needs of society and implement initiatives to leverage
our strengths in the field of acute infectious diseases in order
to protect even more patients from infectious diseases.

Acute infectious diseases, including antimicrobial resistance (AMR)

AMR is called a silent pandemic, and it is estimated that if
effective measures are not implemented, about 10 million
will die annually through 2050, making it a threat that
could cause a major global crisis. SHIONOG! is actively
working to tackle serious infectious diseases, such as AMR.
Having created cefiderocol, the world's first siderophore
cephalosporin antibiotic, we launched sales in the U.S. and
Europe in 2020. Included on the WHO Model Lists of
Essential Medicines, cefiderocol is eligible for New
Technology Add-on Payments from the U.S. Department of
Health and Human Services for promoting the introduction
of new technology, and has been selected for a pull incen-
tive introduced in both England and Sweden on a trial
basis. Furthermore, it is contributing to a global solution to
AMR. For example, through partnerships with GARDP and
CHAI, we are making cefiderocol accessible in LICs/LMICs
where AMR has a serious impact. We are also simultane-
ously undertaking activities that promote the proper use of
infectious disease therapeutic drugs and strict controls on

environmental emissions of antibiotics during the manufac-
turing process in order prevent the emergence of new
drug-resistant bacteria. SHIONOGI's initiatives targeting
AMR have been highly rated by outside organizations and
were selected as an AMR Benchmark in 2021.

In addition to cefiderocol, we are moving forward with
preparations to combat other serious infectious diseases. In
2022, we obtained, from F2G Ltd., European and Asian
development and distribution rights to olorofim, a treat-
ment for invasive aspergillosis, a fungus infection with a
high case mortality rate. In June 2023, we transformed
Qpex Biopharma, Inc. into a wholly owned subsidiary to
strengthen AMR-related R&D functions. Leveraging Qpex
Biopharma's promising development product and antibi-
otic R&D capacity and its network with various regulatory
authorities, including U.S.-based Biomedical Advanced
Research and Development Authority (BARDA), we will
move forward with the development of new treatments for
serious infectious diseases such as AMR.

Initiatives related to and outlook for infectious diseases requiring a long period of treatment

Outlook of the HIV business

HIV/AIDs, tuberculosis, and malaria are called the three
main global infectious diseases that steal the lives of many
people throughout the world. Having quickly launched
research on HIV, SHIONOGI created dolutegravir and cabo-
tegravir and out-licensed them to ViiV. These compounds
and their combinations have contributed to improved QOL
for numerous HIV patients throughout the world.

With an eye on drug regime adherence, an issue for
treating HIV infections, SHIONOGI and ViiV have taken on
the development of long-acting pharmaceuticals as one
solution. In partnership with ViiV, we have approached the
needs of patients suffering from HIV and pursued solutions,
which resulted in the development of cabotegravir, a
long-acting pharmaceutical. This caused a paradigm shift in

long-acting treatment methods in the HIV market. We are
now developing S-365598, an extremely long-acting phar-
maceutical that surpasses cabotegravir, with the goal of
making it the future standard therapeutic drug for HIV. We
aim to realize a world in which HIV infected people are able
to easily maintain treatment by spreading the use of
long-acting pharmaceuticals.

SHIONOGI will achieve growth with society by always deal-
ing with the needs of patients and both providing patients
with greater QOL and maximizing earnings from the HIV
franchise through the continued creation of new solutions.

Initiatives related to malaria therapeutic drug

Malaria is an infectious disease carried by Anopheles mos-
quitoes, which primarily inhabit tropic and subtropical
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regions. According to a WHO report, more than 240 million
people contract the disease annually, particularly in tropical
regions, and more than 600,000 of those, primarily children
under five, die. The effectiveness of prophylactic vaccines is
insufficient and protozoa resistant to existing therapeutic
drugs are increasing, which has created massive healthcare
needs. Having concluded a comprehensive collaboration
agreement related to infectious diseases, particularly

malaria, with Nagasaki University in 2019, we are moving
forward with research on malaria prevention and treat-
ment. In terms of promising candidate compounds discov-
ered through this joint research, we are accelerating
research on new malaria therapeutic drugs and the cre-
ation of development candidates by concluding a triparty
joint research agreement with Medicines for Malaria
Venture (MMV) in March 2023.

( Continued growth will be achieved through the continuous introduction of products that meet patients’ needs )

Growth of current products Growth for future HIV products

*Strong growth of oral two-drug regimen (Dovate, etc.) and smooth
launch of LA pharmaceuticals* (Cabenuva, Apretude, etc.)

* LA pharmaceuticals: long-acting pharmaceuticals

Image diagram of changes in royalty income

e Expand LA pharmaceuticals and S-365598, a next-generation pipe-
line product that meets unmet needs in the field of HIV (extremely
long-acting pharmaceuticals)

* In-house drug-discovery research on combination drugs for
extremely long-acting pharmaceuticals

Greater peak sales through increased
4 revenue from oral two-drug regimen
and LA pharmaceuticals

Smaller decline in reve- Restart growth through steady
nue due to increase in spread of LA formulation
share of LA formulation

Increase in revenue

L\*_/*/

@
£ through robust spread of New scenario
S oral two-drug regimen
£ and LA pharmaceuticals
=) [
©
5| A——
= 7 Former scenario
(when STS2030 was formulated)
| | | | | | | | | >
2022 2025 2028 2030

Initiatives related to and outlook for vaccine business

Touting growth as a HaaS company in STS2030, we have
entered the vaccine business as a first step to achieve total
care for infectious diseases that goes beyond traditional
therapeutic drugs. In 2022, we filed for approval for our
COVID-19 vaccine, our vaccine business's first solution.
Through 2025, we will give the highest priority to acquiring
further experience as a vaccine manufacturer and building
up our strengths, the source of competitiveness.

Our goal through 2030 is to acquire the ability to
respond to 100 days missions, too, and contribute to the
creation of vaccines for priority diseases, a Strategic Center
of Biomedical Advanced Vaccine Research and
Development for Preparedness and Response (SCARDA)
project. It is necessary to establish new technologies, such
as that for nasal and universal vaccines, and examine differ-
ent modalities from recombinant protein, and we will
invest a wide range of resources into these initiatives.

Starting in 2030, we want to move forward with gaining
experience from previous R&D and introducing products
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globally and provide not only LICs/LMICs with products at
an affordable price but also value added vaccines to the
European and U.S. markets.

We will focus on building a sustainable business model
for the vaccine business and develop the business into a
key earnings driver for SHIONOGI in 2030 and after by mak-
ing steady progress with these initiatives.

The greatest challenge that COVID-19 presents is the
recurring waves of infections as variants with new genetic
mutations arise. We think that developing a universal vac-
cine effective against all variants is a promising response to
this issue, and are moving forward with developing such a
vaccine. Coronaviruses are broadly classified into the sarbe-
covirus genus. We are moving forward with design research
on a universal sarbecovirus vaccine antigen with KOTAI
Biotechnologies, Inc. and have been able to confirm the
expected ability to induce neutralizing antibodies. Vaccines
that use this new antigen are expected to be effective vac-
cines for both variants that could arise in the future and the

next pandemic caused by a completely different coronavi-
rus because it can selectively induce neutralizing antibodies
in areas where variants of the sarbecovirus, including coro-
navirus, do not readily arise.

There are also concerns of the simultaneous spread of
influenza, which there has not been a major wave of in the
past couple of years, and COVID-19. Demand for influenza
vaccines is expected to remain strong for years to come,
and we, too, are working to create and introduce such a
vaccine. Furthermore, we will strive to establish a global
manufacturing and distribution system for vaccines so that

we can deliver SHIONOGI's recombinant protein vaccine
not only in Japan but also Asia.

By continuing to invest in these kinds of innovative tech-
nologies, SHIONOGI will be able to acquire the strength
and competitiveness of a vaccine maker and raise its pres-
ence in the vaccine market. Our goal is to grow from a
Japanese vaccine manufacturer to an Asian vaccine manu-
facturer by expanding our supply network from Japan to
China and ASEAN member countries through a reinforced
manufacturing system.

Acceleration of global expansion and strengthening of global sales capabilities

One of the important issues for transforming the infectious
disease business into a sustainable business is for SHIONOGI
to expand its products beyond Japan to Asia, U.S., and
Europe through its own capabilities. Having already acceler-
ated initiatives to introduce cefiderocol globally, we are tak-
ing the lead in promoting initiatives to expand the COVID-19
therapeutic drug Xocova globally. We have already filed for
approval for Xocova in Korea and Taiwan and are preparing
to do the same in China. We obtained fast track designation
from the U.S. Food and Drug Administration, which speeds
up the screening process to encourage the development of
new treatment methods for serious diseases, drugs that may
meet unmet needs, and similar products. Furthermore, to

expand access to ensitrelvir in LICs/LMICs, we concluded sub-
licensing agreement with a generic drug manufacturer
based on the Medicines Patent Pool.

We will focus on reinforcing our global sales capabilities
through the global expansion of our own products. In addi-
tion to promoting global management of our Market
Access, Government Affairs, and Medical Affairs functions
in conjunction with initiatives to improve healthcare access,
we will establish a robust global sales system by increasing
cooperation between the four poles of our marketing and
supply chain—that s, Japan, U.S., Europe, and Asia. For
human resources, too, we will create a global recruiting
mechanism to strengthen marketing human resource.

( Strengthening of global functions

)

Current state

Create marketing system
* Integrated Disease Care Division since

Future initiatives

Create a mechanism to expand global products, such as Xocova

2020 Initiatives to improve healthcare access

* Marketing system that stresses customer
perspective and evidence (mainly Japan)

Global expansion of cefiderocol )

* Greater access and proper use

* Global management of Market Access, Government Affairs, and Medical Affairs
Establish global sales system
e Link four poles of the marketing and supply chain

* Reinforce marketing human resources: create global recruiting mechanism

( Various regional plans

( Europe )

e Select business model for
each country to go beyond
in-house sales and efficiently
expand number of countries ( Asia )
drugs are supplied to

¢ China: Transition to new
drug model and generate
growth for new drugs

¢ ASEAN member countries:
Quickly enter markets

Japan ) C u.S. )

¢ Drive the market as a lead-
ing company in infectious
diseases

¢ Build optimal sales organiza-
tion to market Xocova
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Contributing to a healthy and prosperous life

In addition to physical and mental health, it is also important to address unmet needs in society so
that people can continue to create value and lead vibrant lives in good physical and mental
health, and in connection with society. SHIONOGI will go on contributing to the realization of a
vibrant society where people can live healthy and enriched lives, by addressing the needs of peo-

ple and society and providing optimal solutions.

Ideal State Contribution to a society in which everyone can live longer, more fulfilling, and more
active lives
Issues/Needs

: Provision of treatment

. options with mechanisms of
¢ action different from those
: of existing medicines

¢ Provision of additional sup-

. port and new treatment

: options for psychoneurolog-
. ical disease patients

Initiatives Indicators

Provision of more effective
¢ solutions optimized for indi-
¢ vidual patients

i Total support for patients with
: disabilities
Provision of enhanced support

¢ forsocial issues involving
¢ developmental disorders

Further strengthening of coop-
: eration with municipalities and
¢ educational organizations

Creation of products and services for psychoneu-
rological diseases, which have a high level of
unmet medical needs

Number of psychoneurological diseases-related pipelines: 7 products

Provision of optimal treatment choices for the
causes of pain

Number of pain-related pipelines: 3 products

Securing of new assets to deal with the super-ag-
ing society

Number of oncology-related pipelines: 5 products

Programs to promote public understanding of
disease traits and the problems of people affected

Number of educational activities held via webinars, etc.
Number of support services provided in the area of developmental disorders

Quality of life diseases with high social impact

SHIONOGI also focuses on “contributing to a healthy and
prosperous life” as part of its efforts to address unmet
needs. Examples of diseases currently under consideration
for “children’s growth” and “achieving a vibrant and pros-
perous life” include dementia, obesity, pediatric diseases,
sleep disorders, hearing impairment, and pediatric indica-
tions and formulations.

In addition, one of the development products under
focus in STS2030 Phase 2 and currently undergoing clinical
trials is resiniferatoxin injection (partner: Griinenthal), a
treatment for pain associated with osteoarthritis of the
knee. In May 2023, the company received Breakthrough
Therapy designation from the U.S. Food and Drug
Administration (FDA) based on the results of Phase 1 and
Phase 2 studies of this treatment, which showed significant
pain reduction and a favorable safety profile. A global
Phase 3 study, including Japan, is currently being con-
ducted by Griinenthal, and this designation is expected to
make the drug more rapidly available to patients suffering
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pain due to osteoarthritis.

Mental health problems are another important issue that
needs to be resolved. The 2021 International Survey of the
Organisation for Economic Cooperation and Development
(OECD) reported that the percentage of Japanese people
with depressive symptoms increased from 7.9% in 2013 to
17.3% in 2020, and that the spread of COVID-19, behav-
ioral restrictions associated with infectious disease control,
and lifestyle changes are among the factors contributing to
the increase in numbers of mental illness patients.
SHIONOGI is developing zuranolone (S-812217) as a new
treatment option for depression, which has a low response
rate to drug treatment and still leaves many patients strug-
gling. In addition, zatolmilast (BPN14770) is being devel-
oped for the treatment of fragile X syndrome, a designated
incurable disease. The prevalence of fragile X syndrome is
estimated to be about 1in 10,000, and with no drugs
approved at this time, it is still a quality-of-life disease with
a large unmet need and high social impact.

Furthermore, we recognize that expanding the global
deployment of solutions created by SHIONOGI and offering
them widely around the world is also an important initia-
tive to meet unmet needs. Symproic (brand name in Japan
and the U.S.)/Rizmoic (brand name in Europe), which is

Main focus items in STS2030 Phase 2

o Indications: Pain associated with osteoarthritis

* New analgesic option for patients with inade-
quate response to existing therapies.

o SUSMED Med CBT-i®: App for sleeping disorder
¢ SDT-001: Inattention Symptoms of ADHD

o Indications: Depression, depressive state

* New treatment option for depression with low
response rates to drug therapy.

¢ Indications: Insomnia

already on the market in Japan, the U.S. and Europe, is a
promising treatment option for patients with opioid-in-
duced constipation (OIC). In recent years, the number of
patients with OIC has grown in China as the use of opioid
analgesics has increased.

o Indications: Fragile X syndrome

o Patients with fragile X syndrome number around
1in 10,000, and there is no approved medicine.

¢ Indications: Opioid-induced constipation

¢ A new option in sleep medication treatment

(pediatric) with various reported issues (interrupted sleep,

o kikippa: Brain activation by acoustic stimulation safety, etc.)

Haa$ products, business progress

In order to realize its goal of growing as a Healthcare as a
Service (HaaS) company as stated in the STS2030 medi-
um-term business plan, SHIONOGI is promoting activities to
provide new value to society as a healthcare provider through
approaches other than pharmaceuticals, while utilizing the
know-how and experience it has accumulated as a conven-
tional drug discovery-based pharmaceutical company.

Japanese people sleep for the least amount of time of any
OECD member state, and economic losses due to sleep
deprivation are estimated to be as much as 15 trillion yen,
making sleep a major issue in modern society. SHIONOGI
partnered with SUSMED, Inc. in 2021 to develop an insom-
nia digital treatment app as a non-pharmaceutical type
solution. Despite having limited experience in developing
digital apps for use in treatment and encountering various
difficulties, SUSMED, Inc. received manufacturing and mar-
keting approval in February 2023. In addition to the insom-
nia treatment daridorexant, which is being developed
jointly with Mochida Pharmaceutical Co., Ltd., we believe
that SUSMED, Inc.’s treatment app will lead to the provision
of a variety of treatment options for those suffering from
insomnia, marking a valuable step toward SHIONOGI's goal
of becoming a HaaS company.

While pharmaceutical treatment is obviously important
to improve the quality of life of patients, the problem of
polypharmacy, in which multiple medications can cause
adverse events in the elderly, is also increasing. Against this
backdrop, it is becoming increasingly important to use solu-
tions other than pharmaceuticals for disease prevention,
prognosis management, and physical function support.

Diseases of the central nervous system, including sleep dis-
orders, are areas where various physiologically active sub-
stances and electrical signals are intricately intertwined,
and various phenomena in the process of their transmission
lead to symptoms as diseases. SHIONOGl! is also developing
and offering solutions in the area of the central nervous
system that are not limited to specific diseases. In April
2023, Shionogi Healthcare Co., Ltd. in collaboration with
Pixie Dust Technologies, Inc., announced the launch of
kikippa, a gamma wave sound care product. kikippa
focuses on reports that one of the characteristics of cogni-
tive dysfunction is a decrease in “40 Hz brain wave" activity,
which is necessary for cognitive function in the brain. The
concept is to improve the quality of life of the elderly by
increasing 40-Hz brain waves in daily life while stimulating
the auditory sense by switching TV sound to “40-Hz gamma
wave sound.”

SHIONOGI has also begun working as a HaaS company in
the area of infectious diseases, an area in which it excels. In
June 2023, we signed a business alliance agreement with
Allm, Inc., a medical ICT venture company, to establish total
care for infectious diseases. Allm'’s lifesaving and health
support app MySOS is an application that keeps track of
your own and your family’s health and medical records, and
supports a smooth response to requests for emergency
help and emergency calls. Combining SHIONOGI's solutions
for infectious disease control, such as therapeutic drugs,
with Allm’s ICT technology, will create a new healthcare
platform, intended to realize a new social model for infec-
tious disease control.
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SHIONOGI's Pipeline to Support Growth

Infectious disease (as of July 30, 2023)

*S$-872600

Influenza nasal
vaccine

*5-875670

COVID-19 nasal
vaccine

*S-540956

*S-554110
Nontuberculous
mycobacterial
infection

Out license

Nucleic acid adjuvant

*S-337395
RSV infections

*S5-892216
COVID-19
Therapeutics

*S-365598
HIV infection

Phase 2

*S-555739
(asapiprant)
Treatment by suppress-

Phase 3

¢ Olorofim
(F901318)
Invasive aspergillosis

« cefiderocol

Aerobic Gram-negative bac-
terial infections (pediatric)

*S$-268019

COVID-19 Prophylactic
vaccine

*S-268019

Prophylactic vaccine for
COVID-19 (adolescents and
school children)

* baloxavir

Influenza virus infection
(children under 1 year old)

e ensitrelvir *'
COVID-19 treatment

* ensitrelvir
COVID-19 prevention

* ensitrelvir
COVID-19 treatment (chil-
dren aged 5-11)

* baloxavir
Influenza virus infection
(transmission suppression)

: Global development

Submission

* ensitrelvir *2
COVID-19 treatment

*S-268019*3

COVID-19 Prophylactic
vaccine

« cefiderocol**
Various infectious diseases

* baloxavir

Influenza virus infection
(granules, <20kg)

* baloxavir*>

Influenza virus infection
(ages 5-11, treatment and
prevention)

* baloxavir (USA)
Influenza virus infection
(children, 1 year or older)

HaaS business list

Name of Product/Service

Summary of Product/Service

Visualization of infection risks through early detection of infec-

Products and

Wastewater surveillance service tious diseases, epidemic forecasting, and understanding of Advansentinel
mutant strains. o
Hyv@IovErT

Using gamma wave sound to improve quality of life for the

services currently kikippa R .
offered elderly. ki k Ippa
A . . . . Il‘
Elementary and junior high school Supporting classroom management by proposing teaching : :
class management support system methods suited to individual students and sharing them with b
Yui-EN other teachers. i kg
SDT-001 Game-based digital therapy app for improving inattention

Products and

symptoms in pediatric ADHD.

services under
development

App for insomnia disorders

App for the treatment of insomnia disorders.

VOICE

ing aggravation of
COVID-19

*1,*3 Phase 2/3, Phase 3 in progress *2 South Korea *4 Japan and Taiwan *5 Taiwan

Quality of life diseases with high social impact (as of July 30, 2023)

©$-540956 *S-151128 *S-309309
Nucleic acid adjuvant | Chronic pain Obesity
*S-109802 *5-588210 *S-531011*2
Post-stroke spasticity | Solid tumor Solid tumor
*BPN14770

(Zatolmilast)
Alzheimer's disease

*S$-588410

Bladder cancer

*S5-588410

Bladder cancer

*S5-488210

Head and neck squamous cell
carcinoma

Out license *S-723595
Type 2 diabetes

*1 Global Phase 2b in progress *2 Phase 1b/2 in progress *3,*4 Phase 1/2 in progress
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*S-005151*"
(redasemtide)
Acute ischemic stroke

*S-005151
(redasemtide)
Epidermolysis bullosa

*BPN14770
(zatolmilast)
Alzheimer's disease

* Rizmoic*?
Opioid-induced constipation
(pediatric)

* ADR-001**

Decompensated liver
cirrhosis

*S5-222611
(epertinib)
Malignant tumor

: Global development

*S-812217
(zuranolone)
Depression

* GRT7039
(resiniferatoxin)

Pain associated with osteoar-
thritis of the knee

* BPN14770*°
(zatolmilast)
Fragile X Syndrome

*SDT-001
Inattentive ADHD (pediatric)

*5-588410

Esophageal cancer

*SR-0379
Cutaneous ulcer

*5 Phase 2b/3 in progress

Message from the President of Shionogi Healthcare

Aiming to provide value as a healthcare service,
not just in pharmaceutical products

In April 2023, Shionogi Healthcare Co., Ltd., in collaboration with Pixie Dust Technologies, Inc.
(PxDT), announced the product launch of kikippa, a gamma wave sound TV speaker.

Focusing on the potential of 40Hz modulated sound, this speaker is a health care service prod-
uct created through collaboration among three companies: SHIONOGi! is responsible for basic
research, PxDT, a technology venture company, is responsible for technology implementation,
and SHIONOGI HEALTHCARE CO., LTD. is responsible for distribution and sales to customers.

One of the social issues seen globally these days is the advance of super-aging societies in
developed countries. If we define the issue of healthcare as “living better,” we need to look not
only at treating disease but also at preventing it, improving prognosis, and supporting physical
function, in order to realize a society in which everyone can live a vibrant life in their own way.
To realize these goals, it is important to take the perspective of healthcare technology services
that combine not only pharmaceuticals but also technology services. In the STS2030 Revision,
SHIONOGI has clearly stated its policy to transform itself into a HaaS (Healthcare as a Service)
company, and to create new services through collaborative creation by leveraging its strengths.

One solution is kikippa, created in collaboration with PxDT, a company with different
strengths from SHIONOGI. Using a special technology that modulates sounds such as TV and
radio into 40 Hz periodic sounds that have the potential to care for cognitive functions in real -—
time, 40 Hz periodic sounds are blended into the sounds of daily life, allowing people to
receive acoustic stimulation in a natural way in their everyday lives. By accumulating further
evidence of brain activation and cognitive function improvement through acoustic stimula-
tion, we aim to realize a society in which dementia prevention and cognitive function
improvement are possible in daily life.

kikippa is the result collaborative creation that combines each company’s strengths to
tackle social issues and unmet needs: SHIONOGI's knowledge based on drug discovery
research, PxDT's outstanding wave control technology, and Shionogi Healthcare's direct con-
nection with consumers, distribution network, and speed. We believe this is exactly the kind
of Haa$ corporate transformation that SHIONOGI is aiming for.

SHIONOGI will continue to take on the challenge of providing not only pharmaceuticals
but also various healthcare services, to realize a society in which people can lead vibrant lives.

Shionogi Healthcare will lead the transformation of SHIONOGI into a HaaS company by
focusing on the healthcare experience for customers and creating and providing healthcare
services that meet customer needs by going beyond OTC drugs. We hope you will look for-
ward to a dynamically changing SHIONOGI and Shionogi Healthcare.

Satoru Yoshimoto

Corporate Officer and President,
Shionogi Healthcare Co., Ltd.

kikippa
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NIl SHIONOGI in the Future
Create Value by Solving Social Issues

Contribute to Sustainable Social Security / Improve Access to Healthcare

Contribute to sustainable social security /
Improve access to healthcare

Innovative pharmaceuticals have advanced medicine and contribute greatly to overcoming dis-
eases that were previously difficult to treat. On the other hand, issues are emerging, such as the
declining birthrate and aging population, the tight social security spending due to the increasing
complexity and higher cost of medical services, and the disparity in medical care access between
developed and developing countries. In order to address these issues, SHIONOGI has established
four initiatives in the SHIONOGI Group Global Health Access Policy Statement: namely, developing
innovative therapies to address unmet needs, promoting proper use of medicines, improving
affordability for patients in need, and strengthening healthcare systems.

Ideal State Provide solutions at acceptable prices/Contribute to universal health coverage (UHC)

Issues/Needs

Develop mechanisms that
i enable appropriate care to be
¢ provided to people in need

: Balance value of innova- ] : Develop solutions for dis-
e . - . : Foster awareness of ! . .

¢ tion with social security : S ¢ eases with a large social

: ¢ self-medication .

: costs i : impact

Initiatives Indicators

® Providing solutions different than prescription ® Number of solutions and number of partners
drugs

® Promotion of self-medication ® Year-on-year revenue growth of OTC drugs: +14.2%

® Pipeline of infectious disease drugs, including those to treat the three major
infectious diseases
® Pipeline of drugs for QOL diseases with a large social impact

* Developing innovative therapies Urs2

® Providing information for proper use and understanding diseases (proper use,
disease awareness, CBF*)
® Enhancing stewardship activities at medical institutions

® Promoting proper use

* Initiatives to remove barriers to drug administration in the hearing and/or visually impaired

® Concluded access agreements for ensitrelvir in 117 countries

® Executed agreements for access to cefiderocol in 135 countries

® Included in the WHO Model Lists of Essential Medicines

© Number of countries where ViV provides dolutegravir and cabotegravir globally: 140 countries or more
® Number of countries that have adopted pull-type incentives: 2 countries or more

® Improving affordability Upss

® Programs to improve healthcare infrastructure in LICs/LMICs: 2 countries
© Mother to Mother SHIONOGI Project: Prevalence of diarrhea down by 58%
® Percentage of childbirth at public health facilities increased twelvefold

]
o
ul
]

® Strengthening healthcare systems

Please see SHIONOGI's website for details on our efforts to strengthen healthcare systems.
https://www.shionogi.com/global/en/sustainability/improve-access-to-healthcare/healthcare-systems.html

Please see SHIONOGI's website for details on our efforts to promote the proper use of our products.
https://www.shionogi.com/global/en/sustainability/improve-access-to-healthcare/proper-use.html

Responding to tight healthcare finances

to a healthy and prosperous life by providing innovative
solutions that meet unmet needs as a material issue. At the
same time, we recognize that contributing to sustainable
social security is also a critical issue to be addressed. While
developing solutions using various new modalities,

In developed countries, medical finances are expected to
tighten further due to the advancement of aging societies
with declining birthrates along with rising social security
costs associated with the increasing complexity and higher
cost of medical care. SHIONOGI has identified contributing

Shionogi & Co., Ltd. Integrated Report 2023

SHIONOGI will continue to research and develop small-mol-
ecule drugs, which is one of its strengths, as well as provide
them at prices that are affordable for society.

In addition, in order to control the increase in social secu-
rity costs, it is important to consider pre-illness, prevention,

Initiatives for achieving UHC

Initiatives to Improve Medical Access in LICs/LMICs
(As of September 30, 2023)
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* Partners: GARDP and CHAI

* Solution: Cefiderocol

* Number of countries where it can be provided: 135 countries
* Sub-license agreements: 1 company

HIV

¢ Partner: ViivV
* Solutions: Dolutegravir and cabotegravir

* Number of countries where provided: 140 countries or more

COVID-19

* Partner: MPP

* Solution: Ensitrelvir

* Number of countries where it can be provided: 117 countries
* Sub-license agreements: 7 companies

In order to achieve universal health coverage (UCH), in
which everyone can receive appropriate health services
such as prevention, treatment, and rehabilitation at a rea-
sonable cost, the disparity in access to medical care globally
must be reduced. However, the factors that impede access
to medical care, such as economic, distribution, medical
systems, and cultural differences in LICs/LMICs are complex
and unique to each country and region, and cannot be
solved by SHIONOGI alone.

SHIONOGI believes that it is especially useful to form
partnerships with international organizations that have
excellent solutions to the various issues of access to health-
care in LICs/LMICs. We have formed partnerships with MPP
through GARDP and CHAI for the multidrug-resistant
gram-negative bacterial infection treatment drug cefidero-
col, and ViiV Healthcare for the anti-HIV drugs dolutegravir
and cabotegravir. We have also strengthened our efforts in
the field of infectious diseases, which is considered to be
one of the most important issues related to drug access.

Furthermore, based on the license agreement signed
with MPP in October 2022 for the COVID-19 treatment
ensitrelvir, through MPP, we signed sub-license agreements
with seven generic drug manufacturers in June 2023.

and self-medication to minimize the number of people
who reach a condition that requires medical intervention.
Shionogi Healthcare Co., Ltd., a Group company, promotes
initiatives to control diseases spontaneously through the
provision of OTC drugs and health foods.

Regarding COVID-19, the WHO's public health emergency
has been lifted, but the number of cases worldwide contin-
ues to rise and fall. Through this partnership, we will be
able to deliver new treatment options created by
SHIONOGI to people living in LICs/LMICs at a fair price.

MPP’s business model

< SHIONOGI >

A

<L|CS/L|V||CSZ 117 countries)
A

License Manufacture and
agreement supply of ensitrelvir

\ 4

( MPP

\<_>(Generic drug manufacturers)

Sub-license
agreement

Strengthening the healthcare system in LICs/LMICs
When there are challenges in healthcare systems that exist
in developed countries, such as clean medical facilities and
healthcare workers, insurance systems and government
commitments, delivery of medicines alone will not improve
access to healthcare.

Focusing on the fact that sub-Saharan Africa has an
extremely high mortality rate among pregnant women and
children under 5 years of age, SHIONOGI is working on the
Mother to Mother SHIONOGI Project with the goals of
improving the health of pregnant and nursing women and
children under 5 years of age and operating independent
health services in the region.

In the third phase of the project, which will begin in fiscal
2023, we will expand our efforts from Kenya to Ghana, and
work to improve the health of mothers and children
through collective impact*, which leverages our strengths
together with various partners such as companies and
NGOs, utilizing the learning and networks gained through
the first and second phases of the project. In particular, we
will focus on improving access to medical care and sanita-
tion, which are serious issues for LICs/LMICs, and reducing
diarrhea, which is a cause of child mortality.

* Maximizing effects by having multiple organizations (companies, govern-
ments, NGOs/NPOs, etc.) work together to resolve social issues

Please see SHIONOGI's website for details on the Mother to
Mother SHIONOGI Project.

https://www.shionogi.com/global/en/sustainability/society/
social-contribution-activities/mtom.html
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NIl SHIONOGI in the Future
Strengthening the Company Platform

Building a Foundation for Realizing New Value Creation

To achieve further growth, one of the STS2030 Phase 2 goals, it is necessary to trans-
form into a highly productive organization that creates new value extremely efficiently.
We are focusing on transforming existing processes and developing human resources
to support that by strengthening our company platform that makes it possible to
quickly provide new value that is based on society’s needs.

Key strategic
priorities

Basic policy for building a company platform
A high-productivity

' ' - “ . Transformation
Creatlr\g value by changing our “structure, ) organization that .
changing the “process” that moves the struc- actions
ture, and developing “human resources” that
can operate the process

creates new value

Strengthening
management and
ESG focus
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® [nvestme
strategy

® Global growth s

® Key actions to win in the glob
competition (speed, corporat
functions, DX transformation)

In STS2030 Revision, we position our global growth strategy as one of our
highest priority strategies. To deliver the value of solutions that SHIONOGI
creates to even more patients and tie that to our growth, we are actively
moving forward with expanding globally and increasing our global sales
capabilities.

Leveraging our firm financial foundation that is based on continued, stable
royalties from the HIV franchise, we will also actively invest in both R&D to
capture new growth drivers and businesses to build a business portfolio
immune from the outside environment.

We must continually transform ourselves so that we can compete globally and
maintain growth at a time when the environment we operate in is rapidly
changing. During the three years since we announced STS2030, we have made
progress on several fronts, including building an IT foundation, fundamentally
reforming administrative operations, and transforming the work processes and
in-house decision-making that we learned through our work to create COVID-19
drugs to compete with leading global companies. Through STS2030 Revision,
we will strengthen global corporate functions and work to further increase work
efficiency by transforming operations through the promotion of DX.

Recognizing that one of the important changes in the environment is the
broader scope of social responsibilities that companies should fulfill, we work
to solve social issues through our business activities and promote ESG man-
agement that takes into consideration all ESG issues, including the environ-
ment and human rights. Reinforcing human capital is an urgent task in order
to move forward with these initiatives, and we are creating an environment
in which diverse human resources can make the most of their performance
by ensuring a worker friendly environment and work-life balance and creat-
ing an appropriate remuneration system. By doing this, we will achieve sus-
tainable growth and create social value.

Shionogi & Co., Ltd. Integrated Report 2023
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SHIONOG! in the Future

Strengthening the Company Platform

Priority Strategies Investment and Financial Strategy

We are aiming to achieve the SHIONOGI Group Vision and maximize corporate value by imple-
menting investment and financial strategies that generate true growth.

In the pharmaceutical business, our major business seg-
ment, we are continuing to work to create innovative drugs
and maximize product value through the strengths we
have acquired as a drug discovery-based pharmaceutical
company. In addition to maximizing royalties from outside
partners, we will expand new product introductions and
redouble our efforts to strengthen our in-house marketing
without involving partners at overseas Group companies so
that we can improve the growth and profitability of each
global region.

Financial srategy

In STS2030 Revision, we aim to achieve the SHIONOGI
Group Vision by reinforcing global top-line growth, particu-
larly in the infectious disease field, and fostering growth
drivers through active investments. To achieve that, it is nec-
essary to acquire even greater global competitiveness, pri-
marily for pharmaceuticals in the infectious disease field,
such as Xocova and cefiderocol, and grow new businesses,
including the vaccine business. We will make aggressive
investments in order to reinforce resources that support
growth, such as human resources, physical assets, and infor-
mation. As for the financial foundation for this will, we
decided to reinforce investments for further growth using

Financial foundation

Furthermore, for the HaaS business, we are not only
expanding our OTC pharmaceutical and contract develop-
ment and manufacturing organization (CDMO) businesses
but also actively moving forward with the creation of a new
healthcare solution business, which includes vaccines,
through co-creation with diverse partners that make uses
of SHIONOGI's strengths. Our goal is to expand our busi-
ness portfolio with the pharmaceutical and Haa$ busi-
nesses as major pillars, and thus secure a high profit margin
and stable management foundation.

funds such as expected cash flows. In STS2030 Phase 2, we
expect to continue to generate stable cash flows from royal-
ties related to the HIV franchise from ViiV, and will use those
and current financial assets on hand as a source of funds for
these investments. Turning to future use of debt, we
obtained an AA- rating, which is investment grade, from the
Rating and Investment Information, Inc. With this, we will
build a foundation to implement aggressive investments. In
addition, in STS2030 Revision, we changed the financial KPI
from core operating profit to EBITDA in order to communi-
cate our stance toward actively promoting strategic invest-
ment to both parties in and outside the company.

Financial KPIs

(FY) 2020 2021 2022 (FY) 2021 (results) 2022 (results) 2025 (target)
Revenues ¥335.1 billion ¥426.7 billion ¥550.0 billion
Total assets ¥999.0 billion ~ ¥1,150.6 billion ~ ¥1,311.8 billion ’C)?;?itoperating ¥110.6 billion Y1585 billion _
s 33.0% 37.1% -

) . profit margin
Equity attributable to ¥846.1 billion ¥975.7 billion  ¥1,100.0 billion EBITDA — _ ¥200.0 billion

owners of parent

Cash and cash

\ ¥276.2 billion ¥254.4 billion ¥309.2 billion
equivalents

Ratio of equity
attributable to owners of 84.7% 84.8% 83.9%
parent to total assets

Payout ratio 29.6% 30.4% 21.7%

Overseas revenue
ratio 22.3% 16.9% —
(excluding royalties)

50%

Overseas sales .
— — (starting from

G FY2022)
Internally-

discovered 73% 61% -
pipeline ratio

EPS ¥378.75 ¥621.31 Over ¥600
DOE 3.8% 3.9% 4%
ROE 12.5% 17.8% Over 14%
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Investment strategy

R&D expenses

While working on several fronts related to COVID-19, such as
therapeutic drugs and vaccines, we are shifting most of our
R&D spending from COVID-19 related programs to patient
QOL, which has a strong social impact and can be expected
to see growth worldwide. In particular, we are focusing many
of our resources on 5-309309, an oral therapeutic drug for
obesity. If we achieve the main evaluation items in the phase
2 clinical trials currently underway, we will be able to estab-
lish a unique position with an oral drug in the anti-obesity
market that grew substantial due to GLP-1 injectables.
Furthermore, we continue to invest in a group of products
that are expected to see growth globally, which include the
therapeutic drug for fragile X syndrome zatolmilast, the ther-
apeutic drug for invasive aspergillosis olorofim, and redasem-
tide to treat acute ischemic strokes. In the Japanese market,
we are accelerating the development of zuranolone, which
can be used for depression. Efforts are also being made to
expand our pipeline by increasing investments in a group of
products, such as resiniferatoxin, which is expected to impact
pain due to osteoarthritis, and SDT-001, SHIONOGI's first dig-
ital treatment application for ADHD.

While construction of the development program, a prior-
ity initiative, moved forward, R&D expenses have risen on
account of global inflation and the exchange rate. As these
are important programs for SHIONOGI, we are moving for-
ward with effective use of CRO, innovative clinical trial
design, and effective clinical trial participant strategy and
promoting efficient R&D activities through such initiatives
as making use of funds from the governments of various
countries and other organizations when necessary.

Business investment

We are always searching for M&A and licensing opportuni-
ties in order to strengthen our global pipeline at the late
development stage and reinforce R&D through an expan-
sion of the latest technologies and new modalities. In June

R&D expenses

(Billions of yen)
120

102.4
90

73.0
60

479

30

2018 2019 2020 2021 2022 (FY)

2023, we announced that Qpex Biopharma, Inc. would be
transformed into a wholly-owned subsidiary, and this M&A
will probably play an important role in raising the leadership
of SHIONOGI, which continues to battle drug resistance.
Although having obtained an appealing business develop-
ment opportunity, it was difficult to reach agreement on a
price commensurate with the value, and we will quickly
work to exploit such opportunities as those provided by the
transformation of Qpex Biopharma into wholly-owned sub-
sidiary. We are also looking to secure highly specialized
assets that create discontinuous aspects of business. Having
patient QOL, which has a strong social impact, as a priority
R&D field in the STS2030 Phase 2, we are taking on chal-
lenges in new fields that SHIONOGI has not traditionally
been strong in, such as sleep apnea syndrome and hearing
impairment. Therefore, we will not only search for collabora-
tions with biotech partners on the frontline of these fields
but also accelerate the expansion of our own capabilities.

In order to establish a sustainable HaaS business that
extends beyond the scope of traditional pharmaceuticals,
such as developing vaccines and building a new healthcare
platform, it is necessary to expand SHIONOGI's capabilities
and make investments both inside and outside the com-
pany. By combining the vaccine technology acquired
through our work with COVID-19 and the expertise pos-
sessed by our partners, we are moving forward with gener-
ating appealing innovation, such as universal sarbecovirus
vaccines and nasal vaccines. We will continue to capture
products, capabilities, and modalities that complement our
existing strengths in order to overcome future challenges
and raise our presence as a Japanese vaccine manufacturer.
Furthermore, we will carefully consider all methods to pro-
vide new healthcare value and achieve the SHIONOGI
Group Vision, including examining such opportunities as
investing in appealing companies, spinning off companies
to create new value, establishing joint ventures with busi-
ness partners, and capturing or providing licenses.

Main investment examples

Transformed Tetra Therapeutics into wholly-owned

subsidiary in fiscal 2020

¢ Acquired BPN14770, a candidate drug that improves cognitive
functions

Transformed Qpex Biopharma, Inc. into wholly-owned
subsidiary in fiscal 2023

* Acquired B-lactamase inhibitor with a broad inhibitor spectrum
* Reinforces antibiotic R&D capabilities and network in U.S.

Concluded limited partnership agreement with LSP
Dementia Fund in fiscal 2023

« Strengthens R&D capabilities in the CNS area

* Expands our own pipeline

* Reinforces innovation ecosystem in the CNS area

Shionogi & Co., Ltd. Integrated Report 2023
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NIl SHIONOGI in the Future
Strengthening the Company Platform

Priority Strategies Investment and Financial Strategy

Shareholder return

In addition to maximizing corporate value by expanding
profit through investments in new growth fields and a rein-
forced sustainable business management, we have set pay-
ing a dividend that makes it possible for investors to truly
feel our growth as the foundation of our dividend policy.

In STS2030 Revision, we tout a policy of achieving a sus-
tainable expansion of corporate value that is stable in the
long term and have set a dividend on equity (DOE) attribut-
able to owners of the parent of 4% as a shareholder return
target. Other target shareholder return indicators are earn-
ings per share (EPS) of at least 600 yen and return on equity

so we are returning profits to all of our shareholders by
steadily increasing dividends in line with SHIONOGI's growth.

Our results for fiscal 2022 were a dividend per share of
60 yen at mid-year and 75 yen at year-end, so our full-
year dividend of 135 yen was our eleventh consecutive
dividend increase.

As for shareholder return policies other than dividends, we
plan to acquire and retire up to 12.50 million shares (or 75.0
billion yen), 4.2% of issued shares, in fiscal 2023. The goal is
to increase shareholder return and raise capital efficiency to
further enhance corporate value by implementing a flexible

(ROE) attributable to owners of the parent of at least 14%,

Total shareholders’ return (TSR)

(%)

500 == Shionogi & Co., Ltd.

= TOPIX

capital policy appropriate for the business environment.

=== TOPIX (Pharmaceutical)

PP
300 /\\//\/./\/"\ vr\/\’j
200 ,./\/\/ A /\V/\f\/:W

A N~
100 W

0
(FY) 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
1yr. 3yrs. 5yrs. 10 yrs.
Cumulative Annual rate Cumulative Annual rate Cumulative Annual rate
Shionogi & Co., Ltd. -18.8% 18.9% 5.9% 18.4% 3.4% 248.6% 13.3%
TOPIX 5.8% 53.4% 15.3% 31.8% 5.7% 142.1% 9.2%
TOPIX (Pharmaceutical) 17.7% 26.3% 8.1% 33.0% 5.9% 142.6% 9.3%

Notes: 1. Total shareholders’ return (TSR): The total return to the shareholder, or the total return on investment, including dividends and capital gains
2.TSRis calculated as the amount of cumulative dividends plus the change in Shionogi’s stock price, while TOPIX is a stock price index that includes dividends
(prepared by Shionogi using data from Bloomberg and other sources)

3. The values in the graph are TSR-indexed market prices, taking the closing price on March 31, 2013, as 100 (with a holding period until March 31, 2023)

Shareholder return trend

( Business Administration Office established >

The role of the Business Administration Office, which was established in January 2023, is to provide informa-
tion that supports decision-making to achieve the Medium-Term Business Plan STS2030. For SHIONOGI to cre-
ate value by leveraging its limited resources, information to make decisions on the optimal resource allocation
is particularly important. As the size of overseas sales grows and new business-related initiatives expand,
there is a need to gather geographically broader range information, including business information, and ana-
lyze and share that information in a timely manner.

Information that the Business Administration Office must supply as the scope of business expands includes
information and assumptions related to outlook that makes appropriate decision-making regarding even
highly uncertain conditions, such as infectious disease epidemic forecasting, possible. From this perspective,
following the establishment of the Business Administration Office and a review of financial reports for man-
agement, there was a shift from reports centered on raising issues due to the difference between forecasts and
results to solution-proposal reports, which include such non-financial information as the external environment
and progress of various bodies, outlooks, and disparities between future outlook and business activity plans.

Our current decision-making process still incorporates, to a significant degree, what is considered common
sense from a discovery-based pharmaceutical company perspective, which we have acquired over the years, as
an implicit assumption. To grow new businesses, however, we must make decisions using a different approach
toward such issues as stance on investments risks and frequency of business plan updates. The Business
Administration Office will support decision-making and link that to the creation of value that we provide
stakeholders as an HaaS company by clarifying the opportunities and threats of new business fields through
analysis of the external environment and indicating such elements as not only the investment standards for
new business that take into account SHIONOGI's risk tolerance and cost of capital but also analysis of in-house
resources to determine the allocation of resources to invest in existing businesses and new businesses.

The use of digital technology is a necessity to reinforce these functions. We must strengthen mutual collab-
oration that goes beyond routine gathering of information in order to become highly efficient and generate
synergies as the scale of business and activity volume of the various Group companies grows. In particular, for
management resources, there remains substantial room to efficiently gather information in a timely manner
using integrated data architecture and system throughout the Group. The goal is to establish a data platform
to further increase work efficiency and promote deliberations from the overall optimal perspective in collabo-
ration with the DX Promotion Division.

(yen) i g 150
150 M Mid-year M Year-end (o)
i
1 1
1 1
1 1
o 1 1
3100 - 103 108 .
% Ja 75 1 1
— 1 1
8_ 72 8 (planned] |
é 62 ; P
5 1 1
g .20 46 >2 44 20 D
= 34 38 b
- 2 2 & o
1 1
1 1
0 [
Fiscal year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Amount - - - - - - - ¥75 billion
reasury acquired - ¥30 billion - ¥35 billion | ¥29.4 billion | ¥50 billion ¥50 billion ¥50 billion - ¥49 4 billion (upper limit)*2
shares Numberof | B B 22million | Smilion | 7.35million | 5.2 million ) B 42milion | 123 milon
*1
canceled shares shares shares shares shares (upper limit)*
DOE (%) 35 3.7 4.1 45 46 3.8 4.0 41 3.8 39 4.0 (forecast)
ROE (%) 9.2 94 13.6 16.3 194 17.8 15.5 139 12.5 17.8 13.9 (forecast)

*1 Resolution passed on March 30, 2020, and treasury shares canceled on April 6

*3 Expect to retire at end of the acquisition period
Note: Values from fiscal 2018 on were calculated based on IFRS.
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*2 Acquisition period: August 1, 2023-March 31, 2024

VOICE

Message from the Head of Business Administration Office

Contributing to better decision-making and linking that to maximizing
value provided

I sense that on account of the increase in initiatives related to new businesses and overseas
business expansion, priority items in the Medium-Term Business Plan STS2030 Revision, the
issue of linking that to decision-making at SHIONOGI continues to evolve. While providing
information and analysis results in response to these changes on a trial-and-error basis, the
Business Administration Office is improving work processes and systems so that it can con-
tinue to contribute to growth as business undergoes further transformations in the future.
Contributing to better decision-making by management, each Group company, and each
organization helps maximize value provided to stakeholders, too. There are numerous hur-
dles to undertaking this transformation, but there is a pleasure in reviewing how work has
been done in the past and overcoming one problem after another through teamwork.

Takuji Fujiwara
Head of Business
Administration Office

Shionogi & Co., Ltd. Integrated Report 2023

9IN1N4 8yl ul IDONOIHS i

61



62

NIl SHIONOGI in the Future
Strengthening the Company Platform

Priority Strategies Global Growth Strategy

In order to deliver the value of solutions created by SHIONOGI to as many patients as possible, we
will aggressively promote global expansion and strengthen our global sales capabilities to expand
the scope of our activities as a company, leading to further growth. Expanding the scope of our
activities means it is increasingly important to address global risks such as international issues and
natural disasters. We must also acquire the capacity to deliver SHIONOGI products rapidly to han-
dle sudden increases in demand for products and solutions, such as that caused by the COVID-19
pandemic. To this end, we are working to build a robust global supply chain through strong sys-
tems based on relationships of trust with suppliers and expanding their supply capacity.

( Improve the resilience of increasingly important supply chain management to strengthen global supply capabilities )

Lessons from environmental changes Past actions (STS Phase 1)

« Expansion of product supply countries: Establishing global supply
and multi-channel manufacturing of cefiderocol

* Expansion of manufacturing capacity: Establishing production sys-
tem for global supply of Xocova

 Timely adjustment of supply and demand: Establishing production
and supply structures in accordance with the status of applications
and approvals in each country

* The ability to rapidly expand manufacturing and supply capacity is
critical in contributing to pandemic preparedness

 Procurement and manufacturing systems that are not dependent
on specific regions are essential

 Importance of supply chain network management

v

( Points to strengthen in global supply chains

Sustainable procurement that takes into

consideration the environment, human rights, and
occupational health and safety P76, P80

Improvement of global supply speed and capability

« Strengthening ESG management system in accordance with inter-
national norms and standards

« Establishing a global network with preferred CMOs and suppliers

Pursuit of quality and efficiency
by promoting DX

Establishment of a sustainable distribution system

for acute infectious disease drugs

« Effectively utilizing medical resources (encouraging waste * Fostering a Quality Culture
reduction) « Refining production planning through DX
« Stable supply of antibacterial drugs within Japan * Advances in continuous manufacturing technology

Increasing global supply speed and capacity

make our business sustainable, we must be able to quickly
and accurately assess the status of applications and approv-
als in each country, as well as the degree of demand for our
solutions, and reflect this information in our supply struc-
ture. SHIONOGI will build a strong network with preferred
CMOs and suppliers, and simultaneously advance refine-
ments to production planning through DX to create a flexi-
ble global supply chain.

In STS2030 Phase 1, we expanded the supply of cefidero-
col, a multidrug-resistant Gram-negative bacterial infection
treatment, to low- and middle-income countries in addition
to the U.S. and Europe, thereby advancing global expan-
sion. We will similarly build a production and distribution
system for global supply of Xocova, a COVID-19 treatment,
but as the scope of supply expands, the importance of pre-
paring for risks such as international conflicts and natural
disasters on a global level has also increased. In order to
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Establishing a sustainable distribution system for drugs for acute infectious diseases

Acute infectious diseases, such as COVID-19 and the pan-
demic associated with its outbreak, are characterized by
rapid spread through cross-border human flows and logisti-
cal networks. The development of effective therapeutics for
yet-unknown infectious diseases is of paramount impor-
tance, and ensuring their supply to each region without
delay is equally essential. During the COVID-19 pandemic,
production facilities and transportation infrastructure were
severely impacted on a global level, and SHIONOGI's supply
chain was no exception. It reminded us of the need for a
sustainable supply structure that can respond to contingen-
cies and rapid changes in demand.

The first step to setting up a sustainable supply structure
is establishing a robust supply chain with multiple CMOs
and a network of suppliers to diversify risk and increase
supply stability. For the future, we are also exploring the
possibility of refining demand and inventory management
by region by linking real-time epidemiological forecasting
with a wastewater epidemiology monitoring system pro-
vided by AdvanSentinel Inc.

Also, in a global pandemic such as that caused by COVID-
19, international cooperation is necessary. If suppliers can

go beyond domestic markets to build a global network
that transcends national borders, and if real-time data on
epidemic status can also be coordinated and understood
among countries, appropriate drug demand forecasting
and stockpile planning will be accomplished. SHIONOGI
cannot carry out all of these activities without building a
network of international partnerships; cross-border collab-
oration must be fostered among players in government,
industry, and academia. Specific activities include those
under the head licensing agreement with MPP, which was
signed in October 2022. SHIONOGI licensed ensitrelvir to
MPP under this agreement, and MPP entered into subli-
censing agreements with a total of seven companies in
Vietnam, China, India, and Ukraine in June 2023. This ini-
tiative will enable rapid and stable production and supply
of ensitrelvirin 117 low- and middle-income countries
going forward.

Based on lessons learned from experiences during the
COVID-19 pandemic, SHIONOGI will continue to build a
sustainable distribution system in preparation for any
future pandemics, while strengthening cooperation with
external networks.

( Supply the best possible medicine worldwide in accordance with the SHIONOGI Group Heritage )

Providing solutions (including pharmaceuticals) globally by strengthening sales capabilities

as well as improving access to healthcare

Xocova
Japan, Asia — Europe, U.S., LICs/LMICs

Cefiderocol
Europe, U.S. = Japan, LICs/LMICs

Olorofim Naldemedine
Japan, Europe, China Japan, U.S., Europe — China

Vaccines Zatolmilast
Japan — ASEAN U.S. — Europe

Infectious diseases

Quality of life diseases

with high social impact

Providing new drugs
(development products,
in-licensed products)

l Providing Xocova, Providing vaccines
cefiderocol mainly in Asia
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NIl SHIONOGI in the Future
Strengthening the Company Platform

Transformation Initiatives

In order to realize the SHIONOGI Group Vision of “building innovation platforms to shape the
future of healthcare,” each and every employee will constantly evolve and continuously create
innovative services that resolve social issues. Drawing on the experiences learned from the COVID-
19 pandemic, we will realize further transformations and continue to take on the challenge of

society’s unmet needs.

Business policy for growth

SHIONOGI aims to help maintain and improve health as
well as realize comfortable lives for people around the
world by always providing the best medicines (healthcare
solutions) necessary to safeguard people’s health. In recent
years, with the evolution of technology and the globaliza-
tion of business, the needs of society and people have
grown and become more diverse. In order to move to a fur-
ther growth phase by creating and providing solutions that
meet these needs, SHIONOGI itself must transform into an
organization that can create new value.

In STS2030 Revision, SHIONOGI is promoting reforms fol-
lowing a basic policy for its management base that calls for
“creating value by transforming our ‘structure,’ changing
the ‘process’ that moves the structure, and developing
'human resources’ that can operate the process.” With
regard to the transformation of “structure” and “process,”
SHIONOGI has learned the importance of transforming
business processes and revamping decision-making

Governance enhancement

In the three years since the announcement of STS2030, we
have made progress in both the traditional pharmaceutical
business and non-prescription drug services launched as
HaaS. One of the reasons for this is our steady progress in
strengthening governance.

In order to provide new value to customers and society
through its business activities and achieve sustainable
growth while promptly responding to changes in the sur-
rounding environment and needs, SHIONOGI introduced
SAMS (SHIONOGI Approval Management System 2020) in
2020 and has been moving toward rapid and advanced
decision-making. Continuous education for managers who
are actually in a position to make decisions also contributes
to skill improvement, and it is becoming possible to record
the business process of “when, where, who, what, and
how” with complete transparency, and trace the implemen-
tation of the determined actions. Transparency and trace-
ability in SAMS, including the speed at which decisions are
made, are verified by the Corporate Executive Management
Meeting, while the Audit & Supervisory Board Members
and the Internal Control Department also monitor and
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processes through efforts to create COVID-19 treatments
and vaccines, and has devised ways to speed up internal
decision-making and improve transparency. Going forward,
we will continue to refine our speed and accelerate organi-
zational transformation through the globalization of cor-
porate functions and the pursuit of efficiency using digital
technology. With regard to the development of human
resources, we are strengthening human capital manage-
ment by setting as three points to strengthen the capabili-
ties necessary to provide healthcare solutions created by
SHIONOGI globally, including human resources, diversity,
equity and inclusion (DE&I), and engagement.

Furthermore, we recognize that it is important to
improve our responses to various issues related to sustain-
ability, such as the environment and human rights, through
dialogue with our stakeholders. In order to continue to be
indispensable to society, we will promote initiatives to solve
each of SHIONOGI's material issues (materiality).

review them to continue the evolutionary process. Through
this, we will continue to transform into a company that can
compete globally by implementing the PDCA cycle of deci-
sion-making, verification, and consideration, as well as
benchmarking ourselves against the world’s most
advanced companies and their operations.

With the introduction of SAMS, SHIONOGI's deci-
sion-making process is undergoing a transformation, but
SHIONOGI's organizations must also transform in response
to the rapidly changing business environment and social
needs and comprehensively solve the problems faced by
patients and society. To achieve this, in 2022 we reviewed
our organizational structure from the ground up and
shifted to a governance structure that oversees each major
value chain (R&D, healthcare, supply, corporate).
Approximately one year has passed since the introduction
of this system, and as the oversight of related organizations
in each supervisory unit progresses, discussions beyond the
division level become more active, and a system for mutu-
ally reconciling opinions compiled by each unit is being
established. We believe that the introduction of this system

has clarified where responsibility lies in business execution
and has helped to speed up decision-making.

By further learning from the results of these reforms fol-
lowing implementation of STS2030 Phase 1, in STS2030
Phase 2, which begins in fiscal 2023, the entire

Strengthening global corporate functions

As SHIONOGI accelerates the global expansion of its pre-
scription drug business and its business activities span many
countries and regions, the importance of global governance
is expected to increase. Compliance with laws and regula-
tions in each country and region is essential to ensure the
credibility of SHIONOGI and reduce legal risks. Strategies for
addressing various risk factors such as market fluctuations,
quality, safety information, and protection of intellectual
property rights are also necessary for each region.

organization will be able to make quick and decisive deci-
sions to achieve the goals of the medium-term manage-
ment plan together, and in the process, realize the
SHIONOGI Group Vision of “building innovation platforms
to shape the future of healthcare.”

Global governance is an essential element for corporate
reliability and sustainable growth. We are redefining
SHIONOG!'s corporate functions as our business becomes
more global in nature. By formulating and implementing
global strategies to control and supervise legal compliance
and management of various risks, we will achieve sound
management and fulfill social responsibilities and
strengthen engagement with each stakeholder.

( Achieve operational transformation/value creation globally, leveraging our experience from COVID-19 drug discovery )

STS2030 Phase 1 results
Increased speed and improved business
infrastructure

* Rolled out new business processes learned from drug dis-

covery during the COVID-19 pandemic )

* Abolished previous approval system

* Fundamental business process improvement: established
JV for indirect operations with Accenture

« |T platform development: globally compliant with security
and privacy protection requirements

Strengthening of global corporate functions

* Redefined corporate functions following the globalization of busi-
ness operations

« Strengthened global strategy, global governance and stakeholder
engagement

Realization of DX transformation

* Business mode/operational reform: Increased drug discovery effi-
ciency and market inventory forecasting using Al

* Creation of value through data utilization: Created value through
development of SaMD* and disease detection algorithm

* Software as a Medical Device: Medical device programs aimed at diagnosing and treating diseases

IT and digital transformation

Al-based drug discovery

SHIONOG! is working on business process reform and
behavior change through data visualization using an effec-
tive DX approach.

SHIONOGI is working on central nervous system (CNS)
diseases as QOL diseases with a large social impact, but
since CNS diseases are caused by a complex combination of
multiple factors, it takes an enormous amount of time and
cost to discover drug discovery targets and candidate com-
pounds for therapeutic drugs. To address this, SHIONOGI
has formed a business alliance with InveniAl, a company
that uses Al-based drug discovery technology. The compa-
ny’s Al-based drug discovery platform, AlphaMeld®, is a

machine learning algorithm built on data accumulated
over the past 10 years. By utilizing this algorithm, it will be
possible to efficiently and comprehensively search for drug
targets and combinations, thereby reducing the resources
required for problem solving and speeding up the drug dis-
covery process.

R&D utilizing digital technology

In the research and development project of COVID-19
treatments, we used in-silico ADME and simulation tech-
nology to predict the behavior of drugs in the body using
statistical analysis and machine learning. Furthermore, we
conducted efficient clinical trials using digital technology
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Transformation Initiatives

while maintaining high data quality with Al technology. As
a result, we were able to obtain emergency approval for
our COVID-19 treatment and become the only company in
Japan to reach general distribution. These digital transfor-
mation initiatives have been praised a great deal externally.
We were recognized in “Noteworthy DX Companies 2023"
as part of the “Digital Transformation Stocks (DX Stocks)
2023" by the Ministry of Economy, Trade and Industry and
the Tokyo Stock Exchange.

Previously, in clinical trial analysis work, analysts with
expertise in statistical analysis had to create a program
each time in order to accurately execute analysis according
to the analysis design document created in advance.
SHIONOGI has developed an “artificial intelligence analysis
programmer” system that semi-autonomously creates anal-
ysis programs in drug development by accumulating infor-
mation and data in various formats and utilizing Al

functions for clinical analysis work requiring advanced skills.

As a result, the standard analysis work time per clinical
trial has been reduced by about 30%, making it possible to
proceed with clinical trials more efficiently, including more
efficient utilization of human resources and reduction of
human error.

Combining real and digital in marketing

In order to provide healthcare professionals with prompt
and accurate information, SHIONOG! is promoting the
fusion of real information provision activities by MR* and
information provision activities using digital tools. Since the
COVID-19 pandemic has led to the desire to diversify the
methods of providing information from pharmaceutical
companies to healthcare professionals, SHIONOGI is
strengthening its digital tools, integrating its existing web-
site for healthcare professionals with our owned site,
SHIONOGI.tv, and releasing it as a new site for healthcare
professionals.

In pursuit of usability and viewability for healthcare pro-
fessionals, we newly established a section called Disease
Area Information so that healthcare professionals can access
information on SHIONOGI's products in each area. In addi-
tion, we enhanced the content of online presentations and
online briefing sessions that can be attended by healthcare
professionals in distant places, and improved ease of use
enabling searches by date and content. After the launch of
the new website for healthcare professionals, the total num-
ber of users and new users increased, and the single-page
view bounce rate of the site improved by 23 points.

SHIONOGI will continue to make full use of real MR activi-
ties and information provision activities using digital tools to
establish a system where we can quickly and accurately
deliver the information required by healthcare professionals.

* Medical Representative
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Establishment of Joint Venture with Accenture >

In the organizational restructuring of July 2022, SHIONOGI aims to further focus on core operations and
improve the efficiency of indirect operations. Toward this end, we merged four SHIONOGI companies that
have been responsible for shared services: Shionogi Business Partner Co., Ltd., Shionogi Marketing Solutions
Co., Ltd., Shionogi General Service Co., Ltd., and Shionogi Career Development Center Co., Ltd., with Shionogi
Business Partner as the surviving company, in order to increase the efficiency of business operations such as
human resources, general administration, and accounting and finance.

Thereafter, as a result of further accelerating business reforms and continuing to consider measures to
improve the expertise of our employees, in July 2023, we transferred 80% of the shares of Shionogi Business
Partner Co., Ltd. to Accenture Co., Ltd. and made it a joint venture as a “joint-management shared services
company.” Prior to the establishment of this joint venture, Shionogi Pharmacovigilance Center Co., Ltd., which
is responsible for part of the SHIONOGI Group's safety management operations and post-marketing surveil-
lance operations, was also merged with Shionogi Business Partner Co., Ltd. in order to generate synergies with
Accenture’s business process managed services related to safety management operations.

Currently, Shionogi Business Partner Co., Ltd., which has marked a new start as a joint venture, is making full
use of Accenture’s abundant knowledge and experience, cutting-edge automation tools, and BPR* methods
to standardize business operations and thoroughly improve efficiency and ensure quality through IT invest-
ment. This will lead to the success of digital transformation, which is Accenture’s strength. Going forward,
Accenture’s know-how will be used to continue to improve the expertise of Shionogi Business Partner Co.,
Ltd. employees, and by allocating resources created by operational efficiency to new operations, we will
receive more market-competitive business support services than ever before, further developing the business
of the SHIONOGI Group, and making a significant contribution to the achievement of STS2030 Revision.

* Business Process Re-engineering: Redesigning existing organizations, systems, and business processes toward the original purpose of
the business.

Purpose of transformation

@) sHionoGl ><

Vv v/
Shionogi Business Partner Co., Ltd.

>
accenture

Opportunities
provided to
employees to refine
their expertise and
increase market value

Extensive
operational
efficiency
through full use of
cutting-edge
technology and BPR
methods

Processes freed up
by efficiency
sustainably and
stably allocated to
other projects and
operations

in an environment
dedicated to
operations
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Strengthen ESG Management Human Capital Management

Secure human resources to support growth

In order to realize the SHIONOGI Group Vision, we are continuously striving to develop human
resources who embody the “SHIONOGI Way: Be the best that you can be to take on new chal-
lenges,” that employees should strive towards, and to enhance the environment in which they can

maximize their abilities.

Develop strong individuals who can win in global competition by embodying the SHIONOGI
Ideal State . - 1
Way, and build an organization that makes the most of its diverse human resources

Issues/Needs

. Integrate human resources

i data and enhance analytical
¢ capabilities to build an opti-
i mal human resources

¢ portfolio

¢ Advance educational pro-

i grams that encourage auton-
i omous learning and growth,
¢ and utilize Off-JT/OJT

Initiatives Indicators

: Further develop a personnel
¢ system that enables human
: resources with outstanding
. strengths to play active

¢ roles, and a workplace envi-
. ronment that allows diverse
: and flexible work styles

: Maintain and improve the

¢ health status of each

: employee through the pro-

: motion of health manage-

: ment, so that they can

: maximize their potential and
i contribute to the company

® Secure diverse human resources

® Clarification of necessary skill requirements

® Build a competitive compensation system

© Number of employees reassigned through internal recruitment - FY2022: 34,
FY2023: Not implemented

© Number of mid-career hires: 50

© Develop human resources with outstanding

® Strengthen monitoring of human development systems

strengths ® Education and training expenses: 152 million yen

® Percentage using self-investment assistance programs: 44.8 %
® Number of applicants for the side work system: 66

© Foster an environment and culture in which
everyone can work comfortably

® Ongoing implementation of work style reforms and stimulation of employee
communication

© Engagement survey response rate: 92.9%

® Percentage of female managers: 14.2%

® Percent taking childcare leave: Female: 100.0% / Male: 57.4%

® Promotion of health management (health man-
agement and occupational health and safety)

® Percentage of employees receiving health checkups: 100.0%
® Stress check examination rate: 91.3%

® Percentage of highly stressed stress subjects: 4.3%

® Smoking rate: 5.0%

® Frequency rate: 0.21

© Severity rate: 0.0021

STS2030 Phase1 initiatives

In June 2020, we set forth our STS2030 as a strategy to
realize the SHIONOGI Group Vision, which defines what
SHIONOGI wants to achieve by 2030. In STS2030,
SHIONOGI declared its intention to transform itself from a
traditional drug discovery-based pharmaceutical company,
and to grow as a HaaS company. In order to achieve this
transformation, there were two major challenges: to thor-
oughly hone our strengths as a drug discovery-based phar-
maceutical company, which is the core of our business, and
to acquire the capability to create business in new fields
and domains. In the three years since the announcement of
STS2030, we have worked to address these issues by
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formulating a new vision of human resources, the
“SHIONOGI Way,” and addressing its goals of “Secure
diverse human resources,” “Develop human resources with
outstanding strengths,” and “Foster an environment and
culture in which everyone can work comfortably,” to solidify
the groundwork for realizing the transformation.

In order to achieve the STS2030 Revision as updated in
June 2023, we will continue to strengthen our internal
human resources and promote human resources from out-
side the company. We will further accelerate the speed of
our transformation by integrating our human resource and
management strategies, placing the establishment of a

Details of initiatives in the three years following the STS2030 announcement

FY2020

FY2021 FY2022

Secure diverse
human resources

® Formulate the SHIONOGI Way

Total number of employees reassigned through the internal recruitment system: 57
Total number of mid-career hires: 119

[QEEEED Establish a human resource portfolio management system

* Visualize capability requirements for @ Promote Human Capital Dashboard
each organization

® Promote internal human resource
mobility

building by integrating human
resource management systems

Develop Cumulative total of education and training expenses: 518 million yen

exceptionally
talented human

IT/digital human resources: 1,074 (Lv1, equivalent to passing IT Passport)

[GEIEIE) Strengthen monitoring of the development of necessary human resources

resources
© Start operating new training pro- ® Incorporate the SHIONOGI Way into  ® Grade on the basis of new grading
grams in line with the SHIONOGI behavioral evaluation items definitions that take into account
Way ® Expand self-investment assistance the SHIONOGI Way
® Strengthen manager education programs ® Formulate a new human resources
system
Fosteran Percentage of female managers: 11.5% > 14.2%

environment and
culture in which
everyone can

work comfortably ® Introduce telecommuting on a pilot @ Introduce a flextime system and

Percent taking childcare leave: Female: 100.0% / Male: 57.4%

Implement ongoing measures to improve work styles to balance productivity and wellbeing

® Reconsider side work standards

basis remote work system without core ® Enhance the content of the engage-
© Establish the Diversity and Inclusion times ment survey

Logo * Introduce a workweek with volun-
® Introduce a support system for bal- tary three-day weekends

ancing work and medical treatment  ® Reconsider regular working hours
(from 7.75 hours to 7 hours)

strong human resource portfolio that will drive our trans-
formation into a HaaS company at the core of SHIONOGI's

human capital management.

Reform of the human resources system to improve human capital

One of the key points of the STS2030 Revision is to
strengthen human resources. In order to increase the cer-
tainty of achieving the SHIONOGI Group Vision and to
strongly promote our transformation into a HaaS company,
we must build a robust human resource portfolio that
matches the management strategy. To that end, SHIONOGI
will introduce a new human resources system in October
2023, designed around the concepts of “challenge” and
“satisfaction” for employees. Through this personnel sys-
tem, SHIONOGI will appropriately evaluate personnel who
develop themselves in line with the human resources that
SHIONOGI seeks, and who boldly take on the challenge of
achieving the difficult goals necessary to achieve STS2030
Revision. The objective is to align the growth vectors of the
organization and its human resources by treating employ-
ees in a manner that is both motivating and satisfying.

In order to enhance the effectiveness of the new human
resources system, SHIONOGI defines the human resources
it seeks in each job classification, and provides employees
with examples of the behaviors it seeks for each job

classification, to ensure that they are familiar with the sys-
tem. We are also working to improve the ability of manag-
ers to correctly assess the abilities and skills of employees,
and to support their development. By fostering each
employee’s desire to grow and aligning the human
resources required by the organization with the skills that
individuals need to develop, we will improve our organiza-
tional strength and build a robust human resource
portfolio.

Competence-oriented human resource
recruitment

SHIONOGI has always treated employees according to their
individual roles and achievements, but in some cases, it has
been difficult to promote employees to job levels commen-
surate with their abilities because, according to the design
of the system, it takes time to reach higher job levels. The
new human resources system allows for promotion and
demotion in job levels on a yearly basis, making it possible,
for example, for an employee in his/her 20s to be promoted
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Strengthen ESG Management Human Capital Management

to a managerial position, regardless of age and number of
years on the job, if his/her skills are up to par. Job terms
would then be dynamically adapted to the role performed.

Evolution of educational programs to promote growth
SHIONOGI is expanding its human capital, which will be the
driving force to achieve the STS2030 Revision, by introduc-
ing a human resources system that allows for a more bal-
anced compensation system, aligning company and
personal growth vectors, and enhancing its human devel-
opment program to encourage individual growth.

As the roles and tasks required of employees diversify in
the future, reskilling and retraining of individual employees
will be the basis for employees to develop their careers
autonomously and grow into the people they want to be. As
a system to support employees who seek to grow and trans-
form themselves, SHIONOGI introduced a self-investment
assistance system in FY2019 that provides educational
expense support of up to 250,000 yen per person per year for
what each employee wants to learn. We hope to actively
encourage the personal growth envisioned by our employees
through the full utilization of this program by all employees,
except for those in executive positions. In addition, based on
the concept of enabling employees to proactively think about
their careers and take action at the timing necessary for their
individual career milestones, we are continuously expanding
the human development program, which has previously been
implemented according to age group, by reviewing the pro-
gram and making it available to employees regardless of age.

Overall picture of human development

* Specific skill * Management issues
enhancement * Communication skills
forselected per BRI eIl
sons (selected * Understanding
persons) SHIONOGI

* Business
fundamentals

* DX fundamentals

organization

Top management

* Overseas busi-

ness skills, IT/
digital, new
business cre-

Senior

manager
training

Breakdown of self-investment assistance program
utilization (by field)

‘ ‘ M Business 30.7%
‘ Language study 254%

Specialties (by occupation) 14.3%
% Information and ethics 10.8%

B Communication 7.2%
M Self-management 6.9%

Mathematics and statistics  3.4%
M Other 1.3%

Appointment of highly specialized outside
personnel

In the process of realizing the transformation from a drug
discovery-based pharmaceutical company to a HaaS com-
pany, we believe that there will be an increase in roles and
tasks that require expertise and capabilities that differ
from those of conventional pharmaceutical companies. In
order to deal swiftly with operations that SHIONOGI has
not traditionally owned, and to achieve the STS2030
Revision through the creation of new healthcare value, we
need to recruit highly specialized human resources from
outside the company for needs that cannot be covered by
reskilling and retraining internal human resources. The
new human resources system creates a competitive com-
pensation system that enables us to hire highly specialized
personnel with market value and offer them terms accord-
ing to their abilities.

Management
development
training

Human resource
pool

Corporate

officers Expertise enhancement

Training to enhance expertise required
by each organization

President’s SHIONOGI Basic Training
Management (mandatory training)
Seminar Senior Human resources system, compliance,
management mental health, D&l

candidates . . .
Basic business skills

IT literacy, basic business knowledge,
logical thinking, project management
(basic)

Work style reform, workplace environment

In advance of the recent human resources system reform,
SHIONOGI introduced a work system that enables diverse
work styles, and improved the workplace environment to
create an attractive working environment for its employees.
In the past three years, we have introduced or reviewed var-
ious systems, including a flextime system and remote work
system with no core time, workweek with voluntary three-
day weekends, and a system allowing side work. We have
also expanded the number of free addresses at each office
and changed floor layouts to accommodate an increase in
remote meetings, thereby creating a work environment
that is easy for everyone to work in. We will continue our
ongoing efforts to create an attractive working environ-
ment by utilizing engagement surveys and other means to
verify the effectiveness of the introduction and review of
various measures, and to identify and improve issues.

Promotion of DE&I
Continuous innovation is essential for companies to man-
age their operations sustainably and continue to fulfill
their responsibilities to society. SHIONOGI emphasizes the
importance of creating innovation as it relates to DE&.
SHIONOGI established a Diversity Vision in 2018 to ensure
that all employees share the same perspective in promot-
ing DE&I. In addition, we have established a Diversity
Council consisting of members from each organization,
Group companies, and the Human Resources Department,
with the aim of realizing an environment where diverse
employees who wish to work at SHIONOGI can work
equally, regardless of gender, age, nationality, or any
other attributes.

As a result of these efforts, the percentage of female
managers and the percentage of male employees taking
childcare leave, which are targets in the General Business

VOICE

Hirofumi Nagatome

Message from the Human Resources Department general manager

Enhancing the capabilities of our employees and the organization as a
whole to become a HaaS company

SHIONOGl! is on a path to transform itself into a HaaS company by developing the heritage
(SHIONOGI's basic policies) inherited from management predecessors and acquiring new
strengths, in order to realize the SHIONOGI Group Vision of “Building Innovation Platforms to
Shape the Future of Healthcare.”

SHIONOGI has established the Five Values, which are the values indispensable to realize
our vision, and the "SHIONOGI Way,"” which is the image of SHIONOGI people as “Be the best
that you can be to take on new challenges”. Detailed descriptions of the individual values are
shown in the table below.

In addition to supporting the active participation of diverse human resources through mea-
sures related to various work styles, in October 2023, we revised our personnel system and

introduced a system that highly values those who boldly take risks and proactively challenge

Human Resources Department
general manager

themselves to achieve high goals.
We will continue to ensure that the Five Values and the SHIONOGI Way are instilled in each

and every employee, following up on the operation of various related systems, and resolving
any issues that may arise. We will improve the abilities of our employees, who are the driving
force behind SHIONOGI's transformation, as well as those of the organization as a whole, and
create an environment in which they can maximize their abilities and realize our Vision.

SHIONOGI's Five Values )

Be trustworthy Be bold Be dauntless in spirit Sl greatness out B ibute to society
of diversity

Training for new
trainers

Training for young
employees

Years 1-2

Entry-level
training

( Labor union members and others ) (
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ation, project
management
(applied)

Manager candidate
training

* Mindset

* Logical thinking,
problem solving

Study Abroad / Secondment in Japan and overseas
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Division and
organization
heads’
seminars

Early-stage
management
candidates

Career support
Self-understanding, understanding the
environment, career training by age
group, career advisor interviews, career
design sheets, etc.

Capacity assessment
IT skills (IT Passport, Statistics Test Level
3), business skills (GMAP), language
(English), logical writing skills

Companywide training measures (by level, including selective) Selective education measures

To build society’s trust
in us, we place the

utmost importance on
honesty, accuracy, fair-

ness, and transparency.

As an organization, we
will practice strict com-

pliance by ensuring that

each individual under-
stands and follows the
rules on the basis of
high ethical standards,
and by checking each
other’s actions.

The world is constantly
changing. Innovation is
achieved by being sen-
sitive to these changes,
anticipating the future,
and acting promptly.
We pursue new ideas,
and are not afraid to
take risks and try new
things.

With a healthy sense of
competition, we will
always set high goals
and strive to achieve
them. We will maintain
a stance of ceaseless
progress toward our
ultimate goal, even
when difficulties con-
front us along the way.

Respect and accep-
tance of individual dif-
ferences and diverse
opinions is the source
of new ideas and cre-
ativity. We collaborate
with an open mind and
ensure that diversity is
part of our organiza-
tional culture.

We contribute to soci-
ety by confronting
social issues and pro-
viding optimal medi-
cines (healthcare
solutions). We aim to
develop together with
society by contributing
to people’s health and
happiness.

Shionogi & Co., Ltd.
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SHIONOGI in the Future
Strengthening the Company Platform

Strengthen ESG Management Human Capital Management

Owner Action Plan based on the Act on the Promotion of
Female Participation and Career Advancement in the
Workplace, have been increasing every year. By continuing
to work on DE&I, and by reforming work styles and

Ratio of female managers (Domestic consolidation)

FY2025 target (Domestic consolidation)

(%)

2
15 142
124
n4 15

10 100
5
0

2018 2019 2020 2021 2022 (F)

Health and productivity management

In order to realize the SHIONOGI Group Heritage and the
SHIONOGI Group Vision, it is essential that all employees
are physically and mentally healthy and able to maximize
their performance, and that the lives of employees and
their families are enriched. SHIONOGI regards employee
health as one of the key themes for human capital man-
agement, and promotes health and productivity manage-
ment under the SHIONOGI Group Health Policy. By actively
working to maintain and improve the health of all employ-
ees and create a comfortable environment, we will attain
employee wellbeing and achieve sustainable growth in cor-
porate value and contribution to society.

Please see SHIONOGI's website for details on SHIONOGI Group
Health Policy.

https://www.shionogi.com/global/en/company/policies/
shionogi-group-health-policy.html

Shionogi & Co., Ltd. Integrated Report 2023

improving workplace environments, we aim to realize a
working environment in which diverse human resources
can equally demonstrate their abilities, without being influ-
enced by life events or their respective circumstances.

Acquisition rate of childcare leave

FY2025 target (domestic consolidation)

(%)

100 . . . . .
1000 1000 1000 1000  100.0
75
57.4
50 o4
411
328 327
25 !
| g
242
0
2018 2019 2020 2021 2022 (FY)

-+ Female -+ Male -I Male (percentage taking 14 or more days)

Health and productivity management Promotion System
SHIONOGI has established a health promotion system in
which the senior executive officer in charge of the health and
productivity management organization is responsible for
health management, while the Executive Council determines
health and productivity management policies and action
plans and monitors activities. In addition, we have formu-
lated a strategy map to attain health management, and are
working to strengthen the PDCA cycle of implementing, eval-
uating, and improving initiatives to realize the Health Policy.
Furthermore, we promote collaborative health activities
with the Shionogi Health Insurance Association to maintain
and promote the health of SHIONOGI employees. We mutu-
ally share and discuss the results of monthly activities and
analysis of health information, and discuss health and pro-
ductivity management policies and action plans. As a busi-
ness owner, we also participate in discussions with industrial
physicians and other medical staff and the labor union
regarding the health services promoted by the Shionogi
Health Insurance Association, sharing the results of activi-
ties and discussing issues and matters for improvement.

Health promotion policies

At SHIONOGI, the results of health checkup questionnaires
suggested that there were issues with employees’ sleeping
habits. Therefore, from the viewpoint of improving
employee performance by enhancing their health, we posi-
tioned sleep as one of our priority themes for FY2022. We
conducted a survey by Nishikawa Co., Ltd. on the actual
state of employees’ sleep, and held a seminar based on the
survey results. We also surveyed and published changes in
behavior between before and after the seminar, to help
instill more desirable sleep habits.

Under the “"SHIONOGI Group Smoke-Free Declaration,”
SHIONOG! is strengthening and promoting anti-smoking
measures to protect employees and their families, as well
as all people associated with SHIONOGI, from health haz-
ards caused by active and passive smoking.

il nishikawa

SHIONOGIZ/N—TDifEE

Bl DREESF—
~BER ERERS DI~

To date, a project to promote smoking cessation has been
formed by volunteer members to provide useful informa-
tion to both smokers and non-smoking (and formerly smok-
ing) employees. Content includes publishing an e-mail
magazine with information on smoking and smoking cessa-
tion, sending messages from management, recruiting
non-smoking challengers and reporting their achievements,
and promoting the project to the organization as a whole.
In addition, the company and the Shionogi Health Insurance
Association provide support for those who are trying to quit
smoking, including smoking cessation treatment and online
smoking cessation programs. In FY2022, to further
strengthen the effectiveness of the program, we also took
individual measures, such as increasing support for smokers
from those close to them. As a result, the smoking rate has
declined from 16.4% in FY2017 to 5.0% as of FY2022.

Smoking rate targets and results

(%)
20

16.4

14.2

11.0
10
7.1
5 50
0 i
2017 2018 2019 2020 2021 2022 2024 (FY)

Message from the managing director of Shionogi Health Insurance

Association

The role of the health insurance association is to pay medical expenses and provide benefits
when enrollees become ill or injured, as well as to promote health services for disease preven-
tion and other health promotion. We believe that by preventing disease, we can contribute
to the maintenance of health and the extension of healthy lifespan of each and every mem-
ber, as well as making a significant contribution to the promotion of health and productivity
management that increases labor productivity and raises corporate value.

In order to commit “to support employees’ wellbeing and to provide meaningful and valu-
able advances in healthcare,” as stated in the SHIONOGI Group Health Policy, it is important

Yuichi Okamoto

for employers and the Health Insurance Association to actively work together, like two

wheels of a cart, and implement various measures from their respective standpoints under a

Shionogi Health Insurance
Association
Managing director

clear division of roles. SHIONOGI and the Shionogi Health Insurance Association are strength-
ening collaborative health to promote health management.
We are working to raise the health awareness of our subscribers, maintain their health, and

extend their healthy lifespans so that many of them will realize in the future that “Because |
took care of my health back then, | am still able to work with good physical and mental

health and motivation”.
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E Mechanisms Supporting SHIONOGI's Growth

Responsibility to Society

In order to achieve both business growth and the sustainability of society, responsible corporate
behavior is required in all aspects of the supply chain, from the procurement of raw materials to
the supply of products and services. SHIONOGI attaches importance to cooperation with business
partners and ensures the stable provision of safe products and services that offer peace of mind,
and information on proper use. We also strive to reduce the negative impacts of our business
activities and promote initiatives so that we continue to be trusted by society.

Ideal State Delivering high-quality SHIONOGI products and services along with peace of mind to
society while striving to respond responsibly to ensure credibility and stable supply

Issues/Needs

Strengthen Supply Chain Management

i« Greater in-house awareness of sustain-
able procurement, which includes
overseas Group companies

* Establishment of SOP on each aspect of
procurement and training

« |dentification of significant suppliers
and implementation of regular
assessments

« Strengthening of supplier engagement

Supply Socially Responsible Products
: and Services

¢« Production system that can supply

i« Entrenchment of quality culture*

* Corporate culture that gives top priority to quality

* Timely and appropriate information

Respect Human Rights

i« Statement in accordance with the
¢ Modern Slavery Act

products stably and be flexible in
response to changes in the operating
environment or sudden contingencies

i » Ongoing implementation of human
i rights due diligence
i« Human rights risk assessments of sup-

pliers of important items and imple-

extending to the entire supply chain mentationofontsiteraudits

¢« Activities to improve issues incorporat-
ing the opinions of experts

provision concerning efficacy and safety

i ¢ Securing of quality assurance system

compliant with the HaaS* business

* Healthcare as a Service: Provide a range of healthcare services in line with customer needs, rather than only providing pharmaceuticals

Initiatives

Indicators

® Activities to disseminate the Policy and Code of

Conduct

® Number of employees involved in procurement operations that received SOP train-
ing covering response to social issues: 74

* |dentification of significant suppliers and sustain- ® Surveys or assessments conducted using EcoVadis in 2022: 100 companies

ability assessment of suppliers

® EcoVadis assessment: cumulative total of 101 companies
© Ratio of suppliers that satisfy established standards: 87.1%

® Interviews and briefings on sustainability issues

© Ratio of new suppliers contracted in fiscal 2022 consenting to the SHIONOGI Group
Business Partner Code of Conduct: 100%

® Number of companies educated with interviews and briefings: human rights-related
(14 companies) and climate change-related (15 companies)

® Stable supply of products and services

® Management of procurement, production and distribution taking into account
changes in supply-demand balance for preventing defective products

® Routine/non-routine consultations with suppliers to achieve stable supply

 Support for strengthening relationship with manufacturing contractors and for BCP
system maintenance

® Strengthening of legal compliance and
monitoring

® Strict adherence to laws, ordinances, and guidelines related to production and sales
of pharmaceuticals

© Analysis results of quality culture survey

® Guarantee of appropriate use and implementa-

® Implementation of assessments by compliance review managers and improvements

tion of training programs for timely and appropri- to training

ate response to medical professional requests

® Implementation of Al-powered monitoring

® Responding to human rights issues

® Statement in accordance with the Modern Slavery Act
® Conducting human rights impact assessments

« Investigation of labor conditions in manufacturing regions that produce raw
materials and basic materials

« Investigation of labor conditions for foreign workers
® Response to new human rights themes
+ Survey on forced labor in the manufacturing of rubber gloves in Malaysia

Shionogi & Co., Ltd. Integrated Report 2023

Strengthen supply chain management

In order for a company to fulfill its social responsibilities, it is important to build relationships of
trust and collaborate not only within its own corporate group but also with its business partners.
SHIONOGI is working to strengthen supply chain management by cooperating with suppliers
based on the SHIONOGI Group Procurement Policy and the SHIONOGI Group Business Partner
Code of Conduct, which define the basic concepts for conducting procurement activities based on

honesty, accuracy, fairness, and transparency.

Initiatives for sustainable procurement

We established the SHIONOGI Group Procurement Policy
and the SHIONOGI Group Business Partner Code of
Conduct and are assessing risks in the supply chain, such as
human rights, labor, and the environment, and identifying
issues by obtaining cooperation in surveys and audits pri-
marily from significant suppliers. For the issues we have
identified, we are working to realize sustainable procure-
ment by engaging with the relevant suppliers and building
a PDCA cycle for making improvements cooperatively.
When considering collaboration with new business part-
ners, we evaluate and select companies in accordance with
the SHIONOGI Group Procurement Policy, and at the start
of business dealings, we sign contracts that include their
acceptance of the SHIONOGI Group Business Partner Code

Supplier engagement program

Suppliers that SHIONOGI engages with are selected based
on the SHIONOGI Group Procurement Policy and taking into
account geopolitical risks and risks specific to the industries
and raw materials of our business partners. In fiscal 2022,
we revised the selection process, identifying suppliers who
met any of the following requirements: large transaction
value, items related to antimicrobial resistance (AMR),
development and manufacture of products that should con-
tinue to be supplied from the perspective of social responsi-
bility and company management, and existence of risks
related to human rights and the environment, as “signifi-
cant suppliers” that are particularly necessary for the stable
provision of SHIONOGI products and services to the market.

of Conduct. In fiscal 2022, we were able to obtain agree-
ments from all new suppliers. In fiscal 2023, we will expand
these initiatives to include business partners with whom we
have an ongoing business relationship. In order to address
social issues throughout the supply chain, we will work to
obtain consent from all business partners and expand
efforts for improvement.

To raise awareness of sustainable procurement, we have
established and disseminate SOP that stipulate matters
related to social issues, such as human rights, labor, and the
environment, that employees involved in procurement
operations should understand and follow. In fiscal 2022,
we provided training to 74 employees involved in procure-
ment operations.

In order to efficiently conduct fairer and more objective
assessments of risk assessments of these significant suppli-
ers, we introduced EcoVadis, a rating platform for the eval-
uation of corporate social responsibility and sustainable
procurement. In fiscal 2022, we asked 116 significant sup-
pliers to cooperate and completed evaluations of the 100
companies that responded. In addition, in order to enhance
the effectiveness of supplier engagement, we held brief-
ings and interviews with 29 suppliers to support their
human rights practices and climate change-related initia-
tives. In fiscal 2023, we will continue to engage suppliers
who deviate from the standards set by SHIONOGI by
encouraging and providing support for corrective actions.

For more information about our initiatives for supply chain management, please visit our website.
https://www.shionogi.com/global/en/sustainability/society/supply-chain-management.html

Column Initiatives in logistics

In January 2023, we became the first in Japan’s pharmaceutical industry to jointly deliver drugs in accordance with the Good
Distribution Practice (GDP) guidelines in collaboration with other pharmaceutical companies and logistics support companies.
By increasing loading efficiency and reducing the number of operations through joint delivery, we aim to maintain stable phar-
maceutical logistics in compliance with GDP, respond to the 2024 problem in logistics and reduce CO2 emissions.
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m Mechanisms Supporting SHIONOGI's Growth
Responsibility to Society

Supply socially responsible products and services

It is SHIONOGI's duty as a life-related company to protect people’s health by providing a stable
supply of essential, high-quality products and services. In addition to establishing a system for sta-
ble supply so that stakeholders can use SHIONOGI products and services with confidence, we are
also working Groupwide to provide high-quality information on quality, safety, and proper use.

Efforts to achieve stable supply

In order to ensure that the supply of products is not inter-
rupted under any circumstances, SHIONOGI regularly
assesses risks related to procurement from suppliers such as
raw material manufacturers and manufacturing contractors,
and takes measures such as promoting improvements, add-
ing alternative suppliers, and establishing redundant pro-
curement for high-risk suppliers. We have also set strict
targets for product delivery indicators to strengthen our sup-
ply system so that we can deliver SHIONOGI products and
services to patients and healthcare professionals in a stable
manner.

Fostering a quality culture

In recent years, there have been several incidents in Japan
related to violations of legal compliance in pharmaceutical
manufacturing. In order to prevent similar incidents from
occurring, SHIONOGI is working to foster a quality culture
including at Group companies and to advance a mindset of
rigorous compliance not only within the Group but also in
the supply chain.

In addition, in accordance with the Act on Securing
Quality, Efficacy and Safety of Products Including
Pharmaceuticals and Medical Devices (Pharmaceuticals and
Medical Devices Act), the roles and scope of responsibility

In fiscal 2022, in addition to continued rising raw materials
prices and logistics disruptions due to the COVID-19 pan-
demic and international conflicts, there were a series of prob-
lems within the industry related to the quality of
pharmaceuticals. As a result, the supply-demand balance for
some items was disrupted due to growing demand for
replacement items, and the risk of pharmaceutical supply
uncertainty became apparent. Nevertheless, we were able to
prevent shortages in the market by flexibly collecting informa-
tion in Japan and overseas, confirming with each supplier,
reviewing production plans, and adjusting shipment volumes.

of the officer in charge are clearly defined, and training on
legal compliance for SHIONOGI employees is continuously
conducted under an appropriate management system
based on the three-role system of Pharmaceutical Officer,
Quality Assurance Supervisor and Safety Supervisor.

We conduct systematic on-site or remote audits of plants
and manufacturing contractors in Japan and overseas, and
conduct ad hoc audits of plants and manufacturing con-
tractors where serious events have occurred in the past;
thereby ensuring that management supervision is con-
ducted efficiently and with a high level of quality.

Ensuring proper use and developing safety monitoring system

Based on the principles required of pharmaceutical compa-
nies to “provide information necessary for the proper use of
pharmaceuticals,” SHIONOGI focuses on providing and
monitoring information based on scientific and objective
grounds so that medical professionals can accurately
understand the characteristics of SHIONOGI products.

Information provision activities by SHIONOGI that were
recognized as inappropriate in the report of the Monitoring
Program for Advertisement Activities for Ethical
Pharmaceuticals for fiscal 2022 have been reduced. On the
other hand, medical professionals have pointed out that it
is difficult to obtain appropriate information in a timely

Shionogi & Co., Ltd. Integrated Report 2023

manner due to the excessive caution exercised by pharma-
ceutical companies in information provision.

In light of this situation, SHIONOGI examines “what con-
stitutes appropriate information provision” from scratch,
and implements an annual education program that enables
organizations and employees responsible for sales informa-
tion to practice appropriate information provision with
confidence. Furthermore, we are focusing on initiatives to
improve the efficiency of these activities through Al-based
monitoring and to build a predictive and preventive health-
care compliance system.

Respect human rights

SHIONOGI recognizes the importance of respecting the human rights of all stakeholders in the
course of its business activities. We promote initiatives that are in line with the SHIONOGI Group
Human Rights Policy, which was established based on the UN Guiding Principles on Business and

Human Rights (UNGPs).

Human rights due diligence

In order to promote the identification, prevention, and
reduction of human rights risks, SHIONOGI conducts
human rights due diligence on all businesses and narrows
down the areas in which risks should be more carefully
scrutinized. In fiscal 2022, as in fiscal 2021, as part of the
survey on labor conditions in manufacturing areas of raw
materials and materials, we conducted direct dialogue with
suppliers of glass, ethanol, and aluminum, which are
important items, to understand human rights issues
throughout the supply chain. In addition, we conducted a
survey on foreign technical intern trainees at suppliers of
COVID-19-related products and confirmed that they did
not have technical intern trainees. Moreover, when we rec-
ognize human rights risks that have not been identified in
the course of conducting our business, we have put in

place a system that allows us to promptly share information
and take countermeasures. As a specific example, in August
2022, after learning that forced labor in the manufacture of
rubber gloves in Malaysia had become a problem, we
promptly shared the information internally and conducted
an investigation into the primary supplier from which
SHIONOGI purchased rubber gloves. As a result, it was con-
firmed that while the product had been purchased in the
past, it was not purchased or used at the time the problem
was recognized. We will continue to closely monitor such
developments in forced labor.

We hold dialogues with overseas human rights experts
and reflect their opinions and comments on our efforts in
our activities to strengthen our human rights initiatives.

For more information on our human rights initiatives, please visit our website.
https://www.shionogi.com/global/en/sustainability/society/respect-human-rights/human-rights-policy.html

For the opinions and comments received in dialogue with experts, please visit our website.
https://www.shionogi.com/shionogi/global/en/sustainability/society/respect-human-rights.html#6.

Commitment
through Policy

rights impact assessments

SHIONOGI

Group Human
Rights Policy

the results of countermeasures

In September 2022, in accordance with the U.K.'s Modern
Slavery Act 2015, we announced SHIONOGI's commitment
to human rights in a statement. We will continue to pro-
mote initiatives for respect for human rights in accordance
with the SHIONOGI Group Human Rights Policy established

________________________________

1. Identification, analysis and assessment of
negative impacts on human rights

Implementation of human rights risk assessments and human

4. Information provision

Reporting on the status of dealing with negative impacts and

Remediation Grievance mechanism

Human Rights Due Diligence

_________________________________________________

2. Actions for appropriate response

Incorporation of the results of human rights impact assess-
ments into the response process and implementation of

1
1
1
1
1
1
I
/\appropriate measures |
:
1

v 1

1

1

1

1

1

1

1

3. Follow-up assessment

Tracking of actions to investigate their appropriateness

Establishm f a grievance mechanism and route for relief for affected individuals

Stakeholder Engagement
(Dialogue Sessions with Overseas Experts and Human Rights Experts)

Compliance with the Modern Slavery Act

based on the United Nations Guiding Principles on Business
and Human Rights. By disclosing the progress of these
efforts, we will demonstrate to all stakeholders SHIONOGI's
stance on addressing human rights issues and put them
into practice.
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m Mechanisms Supporting SHIONOGI's Growth

Material Issue

Protect the Environment

SHIONOGI is working to address environmental issues to realize a sustainable society through con-
servation of the global environment. In addition to identifying environmental material issue consist-
ing of climate change, AMR (antimicrobial resistance), resource conservation and resource recycling,
and water, we have formulated the SHIONOGI Group EHS Policy, the SHIONOGI Group EHS Code of
Conduct, along with the SHIONOGI Group EHS Action Goals based on them. We are now working to
reduce the environmental impacts of our corporate activities, including across the supply chain.

Ideal State Contribution to a sustainable society through preservation of the global environment

Issues/Needs

. Expand climate change-re-
. lated information disclosure
¢ in accordance with the TCFD

Close monitoring of devel-
: opments regarding

: Promote strict controls of
: chemical substances, includ-

Consider measures to
¢ achieve SBT and implement
: them

¢ framework

Activities

¢ ing the supply chain

¢ biodiversity

Indicators

® Climate change

- Reduce greenhouse gas (GHG) emissions

® FY2030: 46.2% reduction for Scopes 1+2; 20% reduction for Scope

3, category 1 (FY2019 benchmark)

® FY2050: Achieve zero emissions

* AMR

+ Reduce the environmental impact of the antibiotic manufactur-
ing process

® FY2030: Strict controls, including the supply chain (completion of

audit follow-ups)

® Resource conservation/ circulation
+ Reduce waste and improve recycling rates

® FY2030: Recycle 65% of plastic waste

® Water
« Control the volume of water resources used

® FY2024: Reduce the volume of water resource usage to 1,340

thousand m? or less

As a corporate group that engages in business activities by
investing natural capital, SHIONOGI is deeply aware of the
importance of minimizing the negative environmental
impacts caused by its business activities as much as possi-
ble. We are always conscious of contributing to the conser-
vation of the natural environment and the realization of a
sustainable society by efficiently using natural capital such
as energy and water and purchased raw materials, provid-
ing pharmaceuticals and services, and appropriately man-
aging and treating waste and wastewater generated in the
process. With this in mind, we are strengthening

Climate change initiatives

As part of the medium- to long-term SHIONOGI Group EHS
Action Targets, we have set “reduce greenhouse gas (CO2)
emissions” as an indicator aimed at reducing risks related to
climate change. In addition, we have set Science Based Targets
(SBT) as greenhouse gas emission reduction targets for fiscal
2030 with the aim of achieving carbon neutrality by 2050, and
obtained approval from the SBT Initiative in June 2021.

To achieve the SBT targets for fiscal 2030, we are gradually
introducing electricity derived from renewable energy sources

Shionogi & Co., Ltd. Integrated Report 2023

Environmental and Health and Safety (EHS) initiatives
throughout the Group.

In fiscal 2022, we revised the SHIONOGI Group EHS Policy
and established the SHIONOGI Group EHS Code of
Conduct, clarified SHIONOGI's policy on the environment
and the governance system to ensure its viability, and spec-
ified concrete actions to promote EHS activities. In addition,
in response to the TCFD recommendations that we
endorsed in March 2022, we identified climate change risks
and opportunities that affect our business activities and
disclosed information such as financial impact assessments.

mainly at major business sites such as SHHONOGI Group plants
and research laboratories, and are advancing initiatives to
reduce CO2 emissions. In addition to the introduction of
renewable energy-derived electricity at the CMC Innovation
Center in fiscal 2023, the introduction of renewable ener-
gy-derived electricity at the Pharmaceutical Research Center
was completed ahead of schedule. SHIONOGI has achieved a
100% introduction rate of renewable energy-derived electric-
ity to the main sites of research laboratories. Going forward,

we plan to promote the introduction of renewable ener-
gy-derived electricity, particularly at Shionogi Pharma's plants,
and aim to achieve a 100% introduction rate of renewable
energy-derived electricity to the main sites of the SHIONOGI
Group by fiscal 2030. We are also targeting an annual 1%
improvement in intensity per unit of production and the

introduction of equipment with high energy consumption
efficiency, as energy efficiency improvements.

In response to the TCFD recommendations that we
endorsed in March 2022, we identified climate change risks
and opportunities that affect our business activities and
disclosed information such as financial impact assessments.

Medium to long-term targets for greenhouse gas emissions (CO2)

Our own emissions (Scope 1+2)

(t-CO2)

100,000

80,000 82,209 _ __

} 10%
60,000
46.2%*
40,000 Y
20,000
0 100%
2019 2024 2030 2050 (FY)

(Baseline)

*1 Targets approved by the SBT Initiative

Supply chain emissions (Scope 3 Category 1)

(t-CO2)
120,000
103,838
+ 10% T 2001
80,000
40,000
0 100%
2019 2024 2030 2050 (FY)
(Baseline)

Information disclosures based on the TCFD recommendations

Governance

Our progress on specific measures to address climate change
risks is managed by the EHS Management Secretariat. The
Senior Executive Officer and Head of the Administration
Division serves as the chairperson of the SHIONOGI Group
Central EHS Committee and the Energy Conservation
Committee as the supervisor in charge of EHS. In total, the
decisions of each committee, which meet at least four times
a year, are reported to the President, and matters that need
to be consulted by a higher-level deliberative body are sub-
mitted to the Corporate Executive Management Meeting in
advance and an institutional decision such as a resolution of
the Board of Directors is obtained. In this way, we have put
into place a system to enable more in-depth discussion.

Approaches to risk management and climate
change scenario analysis

We assess risks and opportunities that may have a signifi-
cant impact on the future business environment, including
climate change, as important and likely to occur within the
enterprise risk management system, and are steadily imple-
menting countermeasures.

In our climate change scenario analysis, we comprehen-
sively identify the transition risks, physical risks, and oppor-
tunities that will affect our business activities, analyze the
magnitude of the financial impact and business resilience
of each item in 2030 by dividing them into the 1.5°C and
4°C scenarios with reference to the following reference
sources, and then evaluate response priorities and formu-
late response policies and countermeasures.

® 1.5°C scenario: Average temperature remains below +1.5°C
by 2100 compared to the Industrial Revolution
* Reference climate scenarios: [EA*?-NZE, IPCC*3-1.5, and
IPCC AR6 SSP*41-1.9, etc.
» More stringent measures (carbon tax, environmental regu-
lations, etc.) are introduced, and society as a whole actively
works on climate change countermeasures.

® 4°C scenario: Average temperature increases by 4°Cin 2100
compared to the Industrial Revolution
« Reference climate scenarios: IPCC AR6 SSP3-7.0/SSP5-8.5. etc.
« Stringent measures (carbon tax, environmental regulations,
etc.) are not introduced, and natural disasters become
more severe and frequent (a world of consequences)

*2 |EA stands for International Energy Agency
*3 IPCC stands for Intergovernmental Panel on Climate Change
*4 SSP stands for Shared Socio-economic Pathway

Risks and opportunities

The results of SHIONOGI's assessment of climate change-re-
lated risks and opportunities based on scenario analysis
conducted in fiscal 2022 are shown in the table on the next
page. We have identified three risks and opportunities aris-
ing from climate change, which have a relatively large finan-
cial impact: (1) introduction of carbon pricing, (2) impacts
on raw materials procurement due to localized extreme
weather and temperature rises, and (3) sea level rise.
Estimates made at the time of the assessment confirm that
even if all identified risks and opportunities were to materi-
alize, the negative financial impact on core operating profit,
which had been targeted for 2030, the final year of the
medium-term management plan STS2030, would be only
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Protect the Environment

about 10%. In the STS2030 Revision revised in June 2023,
we aim to further increase earnings compared to the initial

Assessment of climate change risks and opportunities

STS2030; thus, we judge that the resilience of our business
to possible climate change scenarios is sufficiently ensured.

Financial impacts in

. - - . ) - FY2030**
Categories Main risks and opportunities Details of assumed risks and opportunities e e
scenario | scenario
2 Introduction of Carbon Pricing New regulations are put into place on manychtur|ng andlprocurementl agtwmes, §uch as the intro- Medium | Small
= duction and expansion of carbon taxes, emissions regulations, and emissions trading systems
< .
S | Poliy Energy efficiency regulations on production facilities are strengthened compared to the current Act
é Stricter Energy Efficiency Regulations | on Promotion of Global Warming Countermeasures to reduce energy consumption intensity per Small Small
= unit of production by an average of 1% or more per year, resulting in additional capital investment.

Impacts on Raw Materials
Procurement due to Localized Extreme

Rising temperatures affect growth, yield, quality, price, etc., making it difficult to procure biological

Medium | Medium

Carbon Containers and Packaging

% Weather and Temperature Rises raw materials.
’_: Aate D Supply Chain Fadiliti
-2 amage to Supply Chain Facilties Supply chains are disrupted or shut down due to localized extreme weather (typhoons, torrential
ES Caused by More Severe Storm and ) ; h ; - Small Small
£ rains, etc.) and associated disasters (equipment damage, flooding, power outages, etc.)
Flood Damage

Chronic Sea Level Rise Plants and other business sites become inoperable due to sea level rise. Large Large
3 Cult!vanon of New Markets and The technologies and know-how in pharmaceutical R&D cultivated by the SHIONOGI Group are
= Regions through R&D of New . . Small Small
< B applied to new diseases
2 | Markets | Pharmaceuticals
o
Qo -Fri -
S Changeover to Eco-Friendly Low Costs are reduced following the changeover to eco-friendly packaging materials Small Small

*5 Financial impact: Large: 10 billion yen or more, medium: 1 billion yen or more to less than 10 billion yen, small: less than 1 billion yen

Identified risks

Risk response policy

Introduction of Carbon

Pricing and mitigate risks.

Carbon pricing has already been introduced in some overseas countries, and the Japanese government is also considering introducing it, so it is relatively
likely to be implemented in the medium term. Therefore, we will carry out medium- to long-term activities to reduce SHIONOGI's greenhouse gas emissions

Impacts on Raw As the population of horseshoe crabs decreases due to climate change, it will not be possible to procure lysate reagents made from their blood components
Materials Procurement | and quality tests will not be possible, and the worst case scenario is assumed to be the suspension of shipments of some main pharmaceuticals. However,
due to Localized Extreme | horseshoe crab conservation activities are being carried out on the reagent manufacturer’s side, or even if it becomes difficult to procure lysate reagents,
Weather and there are alternative reagents using genetically modified proteins. Therefore, although the long-term possibility cannot be ruled out, we judge that the

Temperature Rises

probability of risk occurring in 2030 is extremely low at this time, and we accept this risk.

Sea Level Rise

The long-term trend of sea level rise due to climate change is unquestionable, and we assume that the worst case is the possibility that it will adversely
affect the operations of some of SHIONOGI's major sites located in particularly low lying areas. However, the average sea level rise along the Japan coast is
projected to be less than 0.2 m from 2031 to 2050. Therefore, although the long-term possibility cannot be ruled out, we judge that the probability of risk
occurring in 2030 is extremely low at this time, and we accept this risk.

For details of information disclosure based on TCFD recommendations, please see our website.
https://www.shionogi.com/global/en/sustainability/environment/results/climate/tcfd.html

AMR

Antimicrobial resistance (AMR) is when pathogenic microor-
ganisms such as bacteria acquire drug resistance to antimicro-
bials, making antimicrobials ineffective. Inappropriate use and
overdose of antimicrobials are said to be major factors in AMR,
but environmental emissions from antimicrobial manufactur-
ing plants are also considered to be one of the factors that cre-
ate resistant strains of bacteria. This requires countermeasures
from various angles.

SHIONOGI, which has provided antimicrobials to society for
many years, strictly controls the environmental emissions of
antimicrobials in the manufacturing process as a natural
responsibility of a company that handles antimicrobials. Since
AMR is a global threat, in order to reduce the environmental
impact of the antimicrobial manufacturing process, we will
conduct audits on AMR not only at SHIONOGI plants that
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manufacture antimicrobials, but also at suppliers of APIs and
other substances. Through feedback and the implementation
of and support for corrective plans, we plan to achieve appro-
priate management of antimicrobial emissions throughout the
supply chain by 2030.

As an example of efforts to control and manage antimicro-
bial emissions, at the Kanegasaki Plant, which is SHIONOGI's
core antimicrobial manufacturing plant, antimicrobials are
inactivated in wastewater in each manufacturing building and
then discharged via the wastewater treatment facility at the
plant. In addition, we conduct an analysis of the concentration
of antimicrobials contained in actual wastewater to confirm
that the level has no impact even if it is discharged into the
natural environment. Currently, we have completed confirma-
tion that all items manufactured at Kanegasaki Plant comply

with environmental emission standards. We have also com-
pleted initial audits of all suppliers in Japan and overseas, and
confirmed that five out of seven suppliers comply with envi-
ronmental emission standards. We have implemented

Biodiversity

SHIONOGI recognizes that the four forms of environmental
materiality identified as AMR, climate change, resource con-
servation and resource recycling, and water are all important
matters that affect the environment that nurtures diverse
organisms, and we believe that addressing these issues,
including by our suppliers, over the medium to long term and
striving to reduce their impacts will lead to the conservation of
biodiversity.

SHIONOGlI is also engaged in activities to restore rich natural
environments, such as the conservation of more than 1,000
species of plants, including endangered and rare plants, at the
Aburahi Botanical Garden, and the protection and restoration
of endangered natural Gagome kombu (kelp) through the
kelp forest restoration project.

Gagome kombu (kelp) is used as a raw material for products
made by Shionogi Healthcare Co., Ltd., but in 2019 we started
switching to aquaculture for raw materials, and in fiscal 2022,
the changeover rate reached 50%. In fiscal 2024, we aim to
fully eliminate the amount of wild Gagome kombu kelp used.

Evaluation from external stakeholders

We were the first pharmaceutical company to be certified as an
Eco-First Company under the Eco-First System*® promoted by
the Ministry of the Environment. This certification recognizes
our environmental emission management of antimicrobials and
responses to climate change, which SHIONOGI has been work-
ing on responsibly as a corporate group that handles infectious
disease drugs, as well as the Resource Recycling Project (hori-
zontal recycling of label mounts) of Shionogi Pharma Co., Ltd.,
and the Kelp Forest Restoration Project (protection of natural
Gagome kombu) of Shionogi Healthcare Co., Ltd. These initia-
tives were evaluated as “advanced, original, and industry-lead-
ing business activities,” which is a requirement of certification.
CDP, an international non-profit organization that works on
environmental information disclosure, selected SHIONOGI as an
“A List Company” with the highest rating in both the fields of
“climate change” and “water security.” Out of more than 10,000
companies around the world that were recognized, SHIONOGI
became one of 57 companies recognized as an A List Company
in both fields. In addition, for the third consecutive year, we
were selected for the Supplier Engagement Leaderboard, the
highest rating for supplier engagement evaluations in the field

corrective measures for the two companies whose compliance
could not be confirmed, and by continuing to follow up, we
will promote appropriate management of environmental
emissions of antimicrobials throughout our supply chain.

Making points of contact with nature visible
Society has moved to address the issue of biodiversity in various
ways, including the adoption of the Kunming-Montreal Global
Biodiversity Framework*® at COP15 in December 2022, and the
announcement of the TNFD Framework*” in September 2023.
For both of these, companies are required to adopt the LEAP
approach—that is, identify and evaluate their businesses’ reli-
ance and impact on biodiversity and biodiversity-related risks
and opportunities in their businesses and take the necessary
steps to achieve sustainable consumption.

At SHIONOGI, in order to identify our reliance and impact on
biodiversity, we launched on initiative to make the points of
contact between our businesses and nature visible with an eye
toward TNFD Framework-based disclosure. We will also use
the results of this visualization analysis to continue to reinforce
our activities to preserve biodiversity.

*6 Kunming-Montreal Global Biodiversity Framework: Framework that incorporates biodi-
versity-related global targets that should be achieved by 2030, which are continuations
of the Aichi Biodiversity Targets, global targets through 2020 adopted at COP10.

*7 TNFD: Taskforce on Nature-Related Financial Disclosures (TNFD) is a mechanism for
evaluating the reliance on natural capital and impact on the ecosystem and for compa-
nies and financial institutions to provide that information to investors and other inter-
ested parties.

of climate change. SHIONOGI has identified “protect the envi-
ronment” as a materiality to be addressed, has established the
medium- to long-term SHIONOGI Group EHS Action Targets to
contribute to environmental protection, is promoting activities
to achieve them, and has established the SHIONOGI Group
Business Partner Code of Conduct. We believe that our efforts
to comply with these activities when dealing with our business
partners in the supply chain with whom we collaborate were
also highly evaluated.

CLIMATE WATER

(&) SHIONOGI

*8 A program in which companies pledge to the Minister of the Environment that they
will undertake environmental preservation-related initiatives, which include global
warming countermeasures, and waste and recycling related measures, and are then
certified by the Minister of the Environment as companies who are undertaking
"advanced, original, and leading business activities” in the field of the environment.
(Eco-First Commitment: https://www.env.go.jp/guide/info/eco-first/commitment.
html (Japanese only))
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Special Feature 2

Dialogue between

President Isao Teshirogi and Professor Kunio Ito
— Facilitated by Ms. Yoshiko Sato ——

What Constitutes a Next-Generation Leader?

President Teshirogi sat down with Professor Ito to discuss perspectives he believes are necessary for management and

outside directors in order for the Company to implement management with effective governance.

Isao Teshirogi, Ph.D.

Representative Director, President and CEO,
Shionogi & Co., Ltd.

Sato To achieve sustainable growth, the Company will
need to develop human resources with leadership skills.
What are your thoughts on sustainable succession plan-
ning for the president and other executive positions, who
are leading SHIONOGI forward?

Teshirogi Since it is difficult for people to make decisions
100% objectively based on their own thoughts, and it is not
possible for me alone to decide what kind of human
resources to promote when considering the future of the
Company, we have established the Nomination Advisory
Committee composed mainly of outside officers. SHIONOGI
established the position of Associate Corporate Officer, one
rank below executive officer, two years ago. Appointments to
this position are mainly for organization heads including not
only those who have worked their way up the corporate lad-
der, but also those hired mid-career. Outside officers have the
opportunity to talk with Associate Corporate Officers at least
twice a year so that they can see if Associate Corporate
Officers are suitable as the next corporate officers. Although
it is difficult to fully understand them with only limited
opportunities, we believe that it is important to continue the
selection process until the end, referring to both internal and
external evaluations, as a process for selecting human
resources who will lead SHIONOG! in the future.
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Kunio Ito

Director, Center for CFO Education and Research,
Hitotsubashi University

Ito As President Teshirogi said, people inside the Company
are familiar with these candidates because they are looking
at them through a lens at a close distance. The role of outside
officers is to look at candidates’ qualifications from a distance
based on their expertise. Having both close and far evalua-
tions increases the probability of selecting the most suitable
human resources to lead SHIONOGI in the future.

Teshirogi Intoday’s rapidly changing and dynamic environ-
ment, it is difficult to determine when to change over top
management. | myself have already been president for 16
years, but it generally takes more than 10 years to research
and develop pharmaceuticals. When my predecessor, Shiono,
handed over the reins to me, he said, “If you only serve a
short term of office, you will only look at the short term and
not be able to make management decisions from a long-
term perspective.” There are benefits to serving as president
for a prolonged period of time, assuming that compliance
and integrity are maintained. It takes about two years just to
fully understand the entire company, so it is difficult to be
judged by a short term of office such as three years.

Ito The timing of when to change over top management is
a difficult question. In the past in Japan, it was implicitly
thought that if an executive’s term of office were limited to
four or six years, they could not damage corporate value
irreparably even if there were issues in their management.

Facilitator

Yoshiko Sato

Executive Managing Director and
Chief Researcher, Japan Investor
Relations Association

Now that the effectiveness of the Board of Directors has
increased and the Nomination Advisory Committee has begun
to function, there is no need to set a scheduled term of office if
the Company’s governance is working correctly. Basically, |
think that a long term of office as a president is good. However,
the Company must ensure that this does not negatively affect
self-discipline. If the president is such person who can absorb
new knowledge, experience, and surprises, such as serving as
an outside director of another company, and transform in
response to changes in the environment through re-skilling, |
believe that the benefits of having him or her work for a long
time will outweigh any negatives. In order for the president to
become more self-aware objectively, constructive dialogue
with the Nomination Advisory Committee is important.

Sato Are there people at SHIONOGI originally from out-
side the Company who can talk frankly about the presi-
dent’s ongoing tenure?

Teshirogi | always receive frank opinions from outside direc-
tors. The Nomination Advisory Committee begins with the
question of whether or not to allow the president to renew
his or her term of office. At least once a year, | receive advice
from people outside the company about the positives and
negatives of the president’s tenure, and then | will try to fix
the negative. If there is a majority of opinions consider the
president no longer fit for duty, dialogue will be held to select
the next president from among the candidates at that time.
Ito Inthat respect, outside directors who are members of
the Nomination Advisory Committee are placed in a sensitive
position. This may be a self-important way to put it, but
members of the Nomination Advisory Committee also need
to refine themselves. If they do not notice changes in the
environment and evaluate the current president only accord-
ing to old standards, the evaluation will be distorted. Outside
directors also need to undergo reskilling.

Teshirogi You are right. It will be difficult for outside direc-
tors to continue to serve if they do not have other jobs. Based
on my own experience, | would like to recommend that cur-
rent CEOs be in charge of one or two outside directors.

Ito Even the same director can take a different stance
depending on a position inside or outside the company. Itis a
great idea for the president or executive vice president to
have the experience of standing on the other side. In the
past, investors have asked if the president has that kind of
time, but | think they will understand if the president contrib-
utes to the sustainable growth of the company by having
valuable experiences otherwise not possible before as an

outside director. Investors have come to want it too.

Sato How do you think the Board of Directors of
SHIONOGI has changed, including its diversity?

Teshirogi  Although SHIONOGI has chosen to be a company
with an Audit & Supervisory Board, there are almost no barri-
ers between outside Audit & Supervisory Board Members and
Directors, and they speak from the same standing. At the
General Meeting of Shareholders in June 2023, the Company
increased the number of outside directors by one, and the
ratio of internal and external directors is currently 2:4, and 4.7
including the Audit & Supervisory Board members. In the
future, I think the Company can increase the number of
women and non-Japanese nationals serving as outside direc-
tors. As a representative of business execution, the head of
each Business Unit participates in the Board of Directors as an
observer. This includes a manager who is a foreign national,
but he understands Japanese even if he speaks in English, so
he does not feel a language barrier at these meetings. If this
kind of communication is possible, | think that outside officers
who are foreign nationals will function sufficiently.

Sato Professor Ito, what is your ideal board of directors’ style?

Ito Toincrease the number of outside officers, and more
specifically to increase diversity, it is wonderful to have for-
eign nationals join the Board of Directors. However, it is also
necessary to be aware of the continuity of discussions and
avoid sudden changes, such as replacing three to four direc-
tors at a time. The purpose is to compensate for any shortfall
in skills, and | doubt whether simply addressing diversity such
as nationality and increasing the number of directors will
increase board effectiveness.

Teshirogi  After the official board meeting, we can obtain
helpful opinions by talking honestly during informal off-site
meetings. At SHIONOGI we hold informal meetings called the
“outside officer and the president opinion exchange meet-
ings” four times a year involving outside officers and myself.
Ito That's right. It is difficult for people in the company to
give advice and change the way of thinking of top manage-
ment. If people outside the company feel that top manage-
ment is open to listening to the opinions of people outside
the company, like President Teshirogi, | think a good cycle will
be created in which people outside the company will give
more advice.

Sato Thank you for your time today.
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Message from the Chairperson of the Board

Keiichi Ando

Independent Outside Director

Career History

After graduating from the Faculty of Economics at The University of Tokyo, Ando joined
Sumitomo Bank Limited (now Sumitomo Mitsui Banking Corporation). He worked his way up
to Representative Director and Deputy President of the Bank and then moved on to become
Representative Director, President and CEO of New Kansai International Airport Company, Ltd.
Ando also served as an outside director of the Company for seven years from 2016. Currently,
he is an outside director of Tsubakimoto Chain Co. and an outside director of DAIHEN
Corporation. In addition to practical experience as an executive of a financial institution and a
wide range of knowledge in treasury and finance, as the CEO of an operating company he
transformed business models and formulated and promoted growth strategies to grow the
company's business value.

Corporate Governance

Strengthen governance

To ensure business execution based on appropriate management decisions, SHIONOGI has strength-
ened the monitoring function of the Board of Directors, which deliberates on matters mainly relating
to the Company's corporate philosophy, business plans, and important matters concerning business
execution, by tapping into the management experience and professional knowledge of outside direc-
tors and outside auditors. This has resulted in the establishment of a framework in which each execu-
tive organization ascertains the progress of business execution related to matters for which a
management decision was made and reports to the Corporate Executive Management Meeting, the
Board of Directors, etc., on a timely basis.

SHIONOGI has opted to be a company with a board of corporate auditors to ensure such duties are per-
formed in a legally compliant and smooth manner by linking the Board of Directors’ oversight function,

the corporate auditors’ audit function, and business audits by the Internal Control Department.

Features of SHIONOGI's corporate governance

As chairperson of the Board, how do you evaluate
SHIONOGI's governance and challenges?

The Company has ensured a high level of corporate gover-
nance, including by strengthening supervisory functions,
separating business execution, pursuing management
transparency, undertaking prompt and bold decision-mak-
ing, and evaluating the effectiveness of the Board of
Directors. In FY2022, the Company was able to meet the
expectations of society by obtaining emergency approval
for the COVID-19 therapeutic drug Xocova and applying
for manufacturing and marketing approval of a COVID-19
preventive vaccine. However, the environment surrounding
the pharmaceutical industry is becoming increasingly
severe. To continue achieving sustainable growth and fur-
ther increase corporate value, the Company's top priority
should be the establishment of growth drivers, such as new
businesses and promising drug discovery for medium- to
long-term growth. As an outside director serving on the
Board of Directors, | recognize that it is increasingly import-
ant to actively commit to its business and growth strategies
from various angles with a medium- to long-term
perspective.

What skills and talent should directors have to
address these challenges?

Looking at the Company's future direction, which includes
transformation into a Health as a Service (HaaS) company
and expansion of overseas business, directors will need to
analyze and recognize the management and business risks
that the Company faces over the medium to long term, and
thoroughly discuss growth strategies, business model trans-
formation, and progress in anticipation of future changes in
the environment. Therefore, it is important for human
resources with diverse management experience, expertise,
and international business experience to engage in free and
vigorous discussions from a broad perspective based on
their different perspectives and knowledge. In addition, as
part of its corporate social responsibilities, the Company is
required to manage business strategies, including contribut-
ing to the realization of a sustainable society, so | recognize
that further strengthening the management system with a
wider range of management personnel is also an issue for
the Company's future.

What are your impressions of the Associate
Corporate Officer position established two years
ago? Does it pose any challenges?

Strengthening management personnel and succession
planning are the most critical issues for management. With
regard to human resources who will lead the next genera-
tion, the Company is working to identify candidates for
management personnel through explanations at the Board
meetings and direct discussions and interviews at informal
meetings of Associate Corporate Officers, and the Board of
Directors receives reports on the status of human resource
development and the human resource portfolio, and
focuses on strengthening and developing strategic human
resources.

With regard to personnel moves involving top manage-
ment, in addition to the Nomination Advisory Committee,
which is chaired by an outside officer, discussions between
the President and outside officers involve the exchange of
frank opinions, ensuring transparency and accountability in
personnel affairs. From the perspective of sustainable
growth and raising corporate value, the Board of Directors
constantly and objectively assesses the direction, way of
thinking, and execution ability to determine their
suitability.

As chairperson of the Nomination Advisory
Committee, what are your expectations for the
future of the Company’s human resources?

The Board of Directors needs to have human resources
who are fully aware of the management and business risks
that the Company faces, and who can boldly take on the
challenge of transforming the business model in response
to changes in the environment. In particular, the pharma-
ceutical industry faces long-term and difficult issues such as
medium- to long-term business strategies, creation of
promising pipelines, and responses to patent cliffs, so a
high level of management and execution skills are
required. In order to transform into a HaaS company, |
anticipate that the Company will build and develop a
human resource portfolio that matches growth and strate-
gic fields, strengthen its R&D capabilities (human
resources), and acquire highly skilled human resources.
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Consider balancing among our
four types of stakeholders

SHIONOGI incorporates the perspectives of its four groups of stakeholders—customers, society,
shareholders and investors, and employees—in maintaining transparent and proper business
management that treats its stakeholders fairly and is responsive to the expectations of society.

Emphasis not only on complying
but also on explaining

SHIONOGI has no plans to mechanically comply with all the items contained in the Corporate
Governance Code. It is important that we always strive for the best compliance system, clearly
express our thoughts about points with which we will not comply, and thoroughly discuss any
differences of opinion with outsiders.

Diversity of the Board of Directors
and Board of Auditors

To further strengthen our framework in view of the progress in our business development,
SHIONOGI is building the necessary framework from the standpoint of diversity and such factors
as expertise and experience. We have appointed two female directors and one female auditor,
as well as directors and auditors with a wide diversity of skills and age groups.

Management transparency

A majority of SHIONOGI's directors and auditors are independent and outside officers, which
increases the transparency of our management. Also, based on our Disclosure Policy, we con-
tinue to disclose our corporate information to all of our stakeholders in a fair, timely, and appro-
priate manner.

;l Status of compliance with the Corporate Governance Code

We comply with all the principles of the Corporate Governance Code. For more information, please see our Corporate Governance Report.

https://www.shionogi.com/content/dam/shionogi/global/company/cg/basic/pdf/cg_report_en_202306.pdf

Changes in corporate governance structure

—+ Ratio of outside directors and outside auditors

(%) 50
o 600 600 600 600 600 600 036
40
% 222 22.2
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Internal directors M Internal auditors Outside directors M Outside auditors
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20
.
10
: BEEEEEEREEREEREEREEEER.
5 1 e 2B EBEBESESBEER BB B
5 BTEEEEEREREEEEEEERE
0 N 3 2 2 2 3 3 3 3 3 12 2 2 2
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2000's 2010’s 2020's
* Number of internal directors * Establishment of Nomination * Majority passed to outside direc- * Start of Information sharing * Changing composition of * Outside director appointed chair-
reduced to five from fourteen Advisory Committee tors and outside auditors meetings with outside directors  Nomination Advisory Committee person of Board of Directors
* Introduction of corporate officer  * Establishment of Compensation * Advent of a female director and Compensation Advisory * Increase in number of female
system Advisory Committee Committee (to majority of mem- directors (Increase in proportion
* Introduction of an outside director ~ * Start of opinion exchanges with bers now being outside directors) of women on Board of Directors)
system auditors * Appointed a female corporate
auditor
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Corporate Governance

Corporate governance structure (s of Juiy1, 2023)

Appointment / Dismissal

Board of Auditors / Board of Auditors meeting

o Five

Annual General Meeting of Shareholders

Appointment / Dismissal

*female

Appointment / Dismissal

n Nomination Advisory Committee

o0 o 0 0
Report AR AAA Audit

Internal 2 Outside 3
o All outside auditors are independent corporate
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 All outside directors are independent directors
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outside director
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Election / Dismissal /
Supervision

Independent auditors
Accounting
Auditors
Audit Report
Report
S Direction
Audit

TReport

Internal Control Department

Representative Director

Compliance Committee

Corporate Executive Meeting

Three-way audit
coordination

Board of Directors / Board of Directors meeting

At the 158th Annual General Meeting of Shareholders held in
June 2023, the Board of Directors was expanded by one out-
side director to a six-member board in order to further enhance
oversight of the directors’ execution of their duties and to build
more highly transparent and equitable management from the
perspective of all stakeholders. Two of the six directors are
women. In addition, four members of the board are indepen-
dent outside directors, all of whom are aware of SHIONOGI's
corporate responsibility, contributing to greater transparency
in management. The Board of Directors is chaired by an inde-
pendent outside director and in principle held once a month.

Board of Auditors /Board of Auditors meeting

To ensure that the directors and each organization in
SHIONOGI conduct their duties in a legally compliant and
appropriate manner, the Company has established systems to
enable members of the Board of Auditors and the Internal
Control Department, which is responsible for conducting inter-
nal audits, to carry out audits and exchange opinions with the
representative directors to take necessary measures. The Board
of Auditors consists of two standing members and three out-
side auditors. The members of the Board of Auditors attend
meetings of key management bodies, such as the Board of
Directors and the Corporate Executive Management Meeting,
providing their opinions as necessary. Also, in accordance with
corporate auditing standards, members of the Board of
Auditors conduct business and accounting audits to verify the
legality and validity of the duties carried out by the directors
and corporate officers responsible for business execution. They
also receive regular reports from the Internal Control
Department on the content of internal audits. Additionally,
through exchanges of opinions, they promote cooperation
among corporate auditors, the independent accounting audi-
tors, and the internal auditing unit.
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Corporate Officers
Departments / Group Companies

Business execution framework

SHIONOGI has introduced an executive officer system to sup-
port dynamic and flexible business operations, enabling the
Group to respond rapidly to changes in the operating environ-
ment. Business execution is conducted by 10 divisions across
four organizations: the R&D Supervisory Unit, Healthcare
Business Supervisory Unit, Supply Supervisory Unit, and
Corporate Supervisory Unit.

* R&D Supervisory Unit:
Research Division, Drug Development and Regulatory
Science Division, Biopharmaceutical Research Division

¢ Healthcare Business Supervisory Unit:
Pharmaceutical Commercial Division, Integrated Disease
Care Division

* Supply Supervisory Unit: Global Business Division

* Corporate Supervisory Unit:
Corporate Strategy Division, Administration Division,
DX Promotion Division, Corporate Quality Assurance
and Ethics & Compliance Management Division

The Corporate Executive Management Committee deliber-
ates on important matters related to the execution of duties
by each executive officer and important management matters,
and is composed of internal directors, standing corporate
auditors, and parties responsible for business execution. In
principle, the Corporate Executive Management Committee
meets once a week, and more important matters affecting
management are deliberated by the committee and then
decided by the Board of Directors.

ﬂ Nomination Advisory Committee

The Nomination Advisory Committee consists of the
Representative Director, President and CEO, four outside direc-
tors, and one outside corporate auditor, and is chaired by an
outside director. The committee reviews the skills of the Board
of Directors, including outside directors, and the appointment
of corporate officers. In addition, it discusses plans and status

for cultivating personnel candidates for the next batch of exec-
utive candidates, as confirmed through proposals and reports
at Board of Directors meetings and opportunities for dialogue
between outside directors and division heads and associate
corporate officers. This committee was held twice in fiscal 2022.

B Compensation Advisory Committee

The Compensation Advisory Committee consists of the
Representative Director, President and CEO, four outside
directors, and one standing corporate auditor, and is
chaired by an outside director. In fiscal 2022, the main top-
ics of discussion included confirmation of compensation
levels and various compensation ratios, performance evalu-
ation of directors and corporate officers for fiscal 2021, per-
formance evaluation indicators for fiscal 2022, and the
ideal form of the executive compensation system. This
committee was held twice in fiscal 2022.

[A outside officer and the President opinion exchange
meetings

Informal meetings with Associate Corporate Officers

Meetings that serve as a venue for the outside officers and the

President to exchange opinions are in principle held three

times per year. These opinion exchanges take place with the

objective of enhancing the quality of discussions at the Board

of Directors meetings. Opinion exchange meetings are con-
vened with outside directors, all of the corporate auditors, and
the Representative Director, President and CEQ in attendance,
and topics for discussion include recent trends in the health-
care industry and Company business, as well as plans for exec-
utive training and the status of that training. In addition, four
rounds of dialogues were held between outside directors and
associate corporate officers who are prospective executive
officer candidates. In fiscal 2022, the number of participants,
the format and frequency of the meetings were adjusted with
the aim of deepening discussions, reflecting requests from
outside directors based on the previous year's results.

] Outside officer information exchange/study sessions
In order to deepen understanding of SHIONOGI's business, the
Standing Corporate Auditor hosts the outside officer information
exchange and study sessions, which are attended by outside offi-
cers and senior management of SHIONOGI. In fiscal 2022, the ses-
sions were held twice, once in September 2022 and once in March
2023. The topic of the September study session was “The
SHIONOGI Group's R&D Strategy,” where information was shared
on the status of our R&D for future growth. The topic of the March
study session was “status of DX promotion at SHIONOGI,” where
participants deepened their understanding of efforts to imple-
ment DX measures that are essential for future business expansion.

Voluntary committees/meeting activities (titles are as of July 1, 2023)

Members Chair/Host Purpose Activities in fiscal 2022
* Director Ando + Discussed mainly the appointment of corporate
+ Director Ozaki « Discuss and report to the Board of Directors on the officers from they ars epc’;ive of balancin pthe
ﬂ Nomination Advisory - Director Takatsuki « Director selection of candidates for directors and corporate expertise of the Bpoarc?of Directors (in(lugin out-
Committee + Director Fujiwara Ando auditors, the selection of corporate officers, and the sidpe directors), strengthening mana ementgsu ot
+ Corporate Auditor Goto selection of associate corporate officers o d gtnening gh 't Supp
- President Teshirogi organizations, and promoting research activities
- Director Ando « Discuss and report to the Board of Directors on con- | « Discussed mainly confirmation of compensation
+ Director Ozaki firmation of compensation levels and various com- levels and various compensation ratios, perfor-
E . dvi + Director Takatsuki - Director pensation ratios, performance evaluation of directors | mance evaluation of directors and corporate offi-
Compe_nsatlon Advisory « Director Fujiwara Ozaki and corporate officers for the relevant fiscal year, cers for fiscal 2021, performance evaluation
Committee + President Teshirogi performance evaluation indicators for the next fiscal | indicators for fiscal 2022, and the ideal form of the
+ Standing Corporate Auditor year, and the ideal form of the executive compensa- | executive compensation system, including stock-
Okamoto tion system, including stock-based compensation based compensation
ﬂ Outs_lde oﬂlcgr_and the . PreSI.dentlTeshlrog| - President | + Exchange apinions with the aim of improving the « Discuss recent trends in the healthcare industry
President opinion exchange | - Outside directors P DS : - recent and Company business, as well as plans for
N ’ Teshirogi quality of discussions at Board of Directors meetings . . L
meetings + All corporate auditors executive training and the status of that training
. . + Outside directors + Board of + Cultivate executives through dialogue with associate | .
Inforn_wl meetings W'th_ « All corporate auditors Directors corporate officers, who are prospective executive ;osu;nmdegtérggrsn(b()ecrt?gerzg,zg);mber 31, November
Associate Corporate Officers | . pssociate corporate officers | secretariat | officer candidates ' '
« Standing - September 2022 session, topic: “The SHIONOGI
[E1 outside officer mfom]atmn - Outside directors corporate | + Deepen understanding of SHIONOGI's business Group's R&D Strategy” ;
exchange/study sessions + All corporate auditors auditors + March 2023 session, topic: “Status of DX
Promotion at SHIONOGI"
(Times)
No. of meetings held 2022 2023
April May June July August | September | October | November | December January | February | March
[l Board of Directors meeting 1 1 1 1 1 2 1 1 1 1 1
Board of Auditors meeting 1 2 1 1 2 1 1 1 1
[Z] Nomination Advisory Committee 1 1
ry
|5 Compensation Advisory Committee 1 1
[ Outside officer and the President opinion exchange 1 ] ]
meetings
Informal meetings with Associate Corporate Officers 2 1 1
[ Outside officer information exchange/study sessions 1 1
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E Mechanisms Supporting SHIONOGI's Growth
Corporate Governance

Deliberations at Board of Directors meetings

Example 1

Receipt of returned Xofluza and Rapiacta influenza antiviral drugs and recording expenses asso-

ciated with disposal

Items reported and resolved at the Board of Directors

The following proposal from the executive side was
approved by resolution. “The expiration date of ethical
drugs is allowed to be extended after their market launch
based on the prescribed tests, and the expiration date of
products managed in company warehouses can be
changed by changing the packaging, but changes after
shipment are not allowed. It is difficult to predict appropri-
ate inventory levels for the anti-influenza drugs Xofluza
and Rapiacta, for which demand is influenced not only by
seasonality but also epidemics. Until now, products
stocked at pharmaceutical wholesalers that have reached
their expiration date have been replaced with usable prod-
ucts of the same amount, but this method results in a cer-
tain amount of waste each year. In order to address these
issues, we will accept the return of products stocked at
pharmaceutical wholesalers and record a loss of ¥5.8 bil-
lion associated with the disposal of such products, as well
as seek new distribution methods to achieve both a reduc-
tion in inventory volume and a stable supply at pharma-
ceutical wholesalers in the future.”

Example 2

Main discussions

Traditional measures are unable to adjust the amount of
inventory on the wholesaler side, so there is a risk that dis-
posal amounts will increase depending on the prevailing
conditions. As a company that identifies “environmental
friendliness” as a material issue, SHIONOGI recognizes the
correctness of this proposal in that it addresses a problem
that cannot be overlooked. On the other hand, compared
to other industries, the difficulty of establishing a new dis-
tribution method is high due to the difficulty of under-
standing inventory levels and the existence of unique
business practices related to customer transactions. Any
new distribution method should be well-founded both in
concept and logic, and partners should be engaged in dis-
cussions about how to shape the delivery system.

Shionogi Pharma Co., Ltd.’s efforts to improve quality issues

Items reported and resolved at the Board of Directors

The following proposal from the executive side was
approved by resolution. “In recent years, there have been
cases in the industry where companies have been subject
to administrative penalties for product quality and other
problems. In addition, the SHIONOGI has also experienced
incidents that, if left unchecked, could have developed
into serious problems. It is based on this premise and a
field investigation by Shionogi Pharma, a manufacturing
group, that we propose work to improve quality issues at
said subsidiary by addressing aging facilities, building an
organizational culture, strengthening organizational man-
agement, and enhancing production management.”

Shionogi & Co., Ltd. Integrated Report 2023

Main discussions

Harnessing digital transformation will save manpower and
strengthen coordination among facilities, and maintenance
will become more important in light of overall facility bal-
ance. In addition, as SHIONOGI becomes more globalized,
it will be subject to an increasing number of inspections
and other actions outside of Japan from authorities in vari-
ous countries where it does business, so it is necessary to
plan investments with an eye to the future.

While there is a strong tendency to put off dealing with
aging facilities due to cost-consciousness, it necessary to
establish a system for eliciting feedback from the field
regarding problematic facilities. These must then be cate-
gorized into items for periodic review and other items, and
to take measures such as separate budgets for important
facilities.

Analysis/evaluation of effectiveness

SHIONOGI conducted a questionnaire and interviews with
each director and corporate auditor from December 2022 to
February 2023, analyzing these results and evaluating the
effectiveness of the Board of Directors overall for fiscal 2022.
This questionnaire items were focused on the items listed in
(1) Framework, (3) Roles and Responsibilities, and (6)
Operation under 6. Directors and the Board in the Basic Views
and Guidelines on Corporate Governance published by
SHIONOGI. In order to enhance the objectivity of the effective-
ness evaluation in fiscal 2022, a third-party organization was
used to prepare the content of the questionnaire and to con-
duct interviews with each director and corporate auditor.

Method of effectiveness evaluation

Questionnaire for
directors and

corporate auditors \

Further improvement Aggregation of
initiatives questionnaire results
Report to the Board

Interviews with
directors and
corporate auditors

of Directors and
share future issues

and polices Qe —

Summary of analysis and evaluation results for fiscal 2022 and response in fiscal 2023

Results of fiscal 2021

® |ssues identified included enhancement of reporting on non-financial information in addition to implementation
of measures in line with management strategies, efficient management to enhance discussions, and enhancement

evaluation of the board structure, including the succession process.
® Measures to discussions, such as accelerating the timing of provision of materials to directors and corporate audi-
tors and, as necessary, providing preliminary briefings on board meeting agenda items
Response and initiative ® Expanding reporting opportunities for TCFD and other sustainability activities, risk management actions, etc.
status in fiscal 2022 ® Enhancing opportunities and content of dialogues between the next batch of executive officer candidates and
outside officers
® Adjust the skill matrix with a view to SHIONOGI's future vision and confirming the skills of each officer

A summary of the results of the analysis and evaluation of the overall effectiveness of the Board of Directors for fiscal

2022 is as follows:
® Framework

While the necessary structure is in place in terms of diversity and various factors including expertise and experi-
ence, the need to appoint female directors and directors with expertise in overseas business was identified as an
issue for the future in terms of further diversity in light of the expansion and transformation of business. In the
interest of succession, the need was also mentioned for human resource development through the President’s
Management Seminar and the associate corporate officer system, as well as further opportunities for dialogue
between outside officers and human resources who will become the next batch of corporate officers.

Results of fiscal 2022 ® Roles and responsibilities

evaluation Regarding discussions at the Board of Directors, progress reports for the STS2030 medium-term business plan and
enhancement of sustainability discussions were well-received. However, a number of comments also called for a
revision of the medium-term business plan toward growth in the post-pandemic era in light of the launch of the
COVID-19 therapeutic drug Xocova and COVID-19 prophylactic vaccine as well as recognition of issues and fuller
discussion on the further promotion of DX and utilization of human capital.

® Operation

In addition to the appropriate control of the items and time for deliberation at meetings of the Board of Directors,
the implementation of preliminary briefings to stimulate discussion, improvement of presentation content, and an
atmosphere conducive to free and vigorous discussion and exchange of opinions received strong evaluations.
Opinions toward further improvement included greater information provision in order to enhance discussions of
the Board of Directors, as well as considerations for a support system for the board.

Agenda items to be submitted to the Board of Directors will continue to be enhanced and a system and operations

will be developed in order to facilitate the vigorous discussion necessary for SHHONOGI's sustainable growth. Our

responses toward this end are as follows.

® Consideration of the ideal state of the Board of Directors and revision of the rules of the Board of Directors
Response in fiscal 2023 ® Further enhancement and utilization of the skill matrix

® Agenda setting and optimization of deliberation time to ensure discussion of items of particular importance

® Enhancement of support system, including further information sharing to outside officers

® Improved management of roundtable meetings with associate corporate officers to develop successor human

resources
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m Mechanisms Supporting SHIONOGI's Growth
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Cross-shareholdings

Cross-shareholdings are reviewed annually by the Board of
Directors to determine whether continued holding presents a
business rationale. In light of the relationship with the cost of
capital, SHIONOGI maintains such cross-shareholdings only
when they are deemed to enhance SHIONOGI's corporate
value and contribute to sustainable growth. Otherwise, we
proceed with sequential sell-offs in consideration of stock
prices and market trends. In fiscal 2022, the number of listed
stocks held increased to 20 due to IPOs.

We will continue to fulfill our responsibilities as a share-
holder by exercising our voting rights after determining
whether to approve or disapprove of the proposals based on
the criteria for exercising voting rights.

Trend of cross-shareholdings (Listed stock, market value)

(Billions of yen) (No. of stocks)

60 — (38%) ——————— 25
24 stocks

48 \ 19stocks 19stocks 19stocks |20StOcKs 5g

36 15

24 10

12 5

0 0

2018 2019 2020 2021 2022 (FY)

M Value of shares (based on market value) -+ Number of stocks

Remuneration for directors and corporate auditors

Process for determining remuneration
The Compensation Advisory Committee deliberates carefully

on the matter of officers’ compensation and discusses the ideal

state of and various issues concerning remuneration for direc-

Composition of remuneration

The targeted ratio for each type of remuneration is set at base remuneration: performance-linked remuneration*”, etc.: non-monetary
remuneration*, etc. = 1:1:1 on the premise that all KPIs are achieved.

tors and corporate officers, verifies the levels of compensation
every year, and deliberates the compensation system and per-
formance evaluation system for the following fiscal year.

*1 Performance-linked remuneration, etc. consists of executive bonuses, and non-monetary remuneration, etc. consists of restricted stock.

1 :

Base remuneration

Performance-linked remuneration

Non-monetary remuneration

Determined based on the basic remuner-

ation table according to the position and

role of each director, taking into consider-
ation the business environment and pub-
lic trends.

Determined based on a calculation table
based on performance, such as achieve-
ment of target profits for each fiscal year,
as a short-term incentive.

Incentives to further increase the linkage
with medium- to long-term business per-
formance and to promote sustainable
enhancement of corporate value for the
Company's directors, excluding outside
directors.

Remuneration framework

Total director remuneration is determined within limits set by
resolution of the General Meeting of Shareholders. This con-
sists of base monthly remuneration, performance-linked
bonuses determined by results for the fiscal year and other
factors, and since fiscal 2018, restricted stock compensation
(medium-term performance-linked and long-term). Also, out-
side directors receive only base remuneration.

Base remuneration is determined based on the base remu-
neration table according to the position and role of directors
with due consideration of the management environment and
global trends.

Shionogi & Co., Ltd. Integrated Report 2023

Performance-linked remuneration (bonus) is paid as cash
remuneration, which reflects performance indicators (core
operating profit excluding sales of assets, etc., consolidated
netincome and other total performance evaluation as direc-
tors) to heighten the awareness of improving performance for
each fiscal year. As short-term incentives, they are determined
based on the calculation table according to performance such
as achievement of targeted profits and other factors in each
fiscal year and paid in June of each year.

Non-monetary remuneration (stock-based compensation) is
granted in July of each year based on the stock-based

compensation table according to directors’ rank and job
responsibilities. For medium-term performance-linked stock
compensation in particular, the performance evaluation will
be based on the degree of achievement in fiscal 2022 for the
portion to be granted in the three years from fiscal 2020
through fiscal 2022 during the STS2030 Phase 1 period (fiscal
2020 through fiscal 2024) to determine the ratio of lifting the
transfer restriction (100% to 0%). Performance evaluations use
such quantitative indicators as revenue, overseas net sales,
core operating profit, ROE and the ranking in total shareholder
return (TSR) among 12 industry peers including SHIONOGI (rel-
ative TSR) and also incorporate the status of sustainability
compliance, and the status of initiatives associated with
COVID-19. For fiscal 2022, we have decided to set the ratio of
lifting the transfer restriction at 80% after deliberation and
reflection by the Compensation Advisory Committee based on
an overall assessment of external evaluations on ESG, status of
compliance, and the results of activities related to COVID-19,
such as the start of supply of Xocova, a drug for the treatment
of COVID-19, and the application for approval of a vaccine. In
addition, when lifting the transfer restriction, 50% of the
amount of stock-based compensation, translated into the
share price at the time of lifting, is paid as monetary
compensation.

The Compensation Advisory Committee discusses the ratio
of remuneration by type for executive directors in consider-
ation of remuneration levels, using as its benchmark

Actual remuneration
Actual remuneration for fiscal 2022 was as follows.

companies that have a similar business size to SHIONOGI and
are included among the relevant business types and catego-
ries. The Board of Directors, in respect of the recommenda-
tions given by the Compensation Advisory Committee,
determines the details of the remuneration system, etc. so that
the ratio of remuneration by type is in line with the recom-
mendations. The policy for determination thereof is set in
accordance with the separately defined “Policy for
Determination of Details of Individual Remuneration, etc. for
Directors” in our Corporate Governance Report p.12*2 In addi-
tion, pursuant to the resolution at the Board of Directors
meeting held on February 22, 2021, it is considered appropri-
ate that base remuneration and individual bonus amounts,
etc. are evaluated and determined by a person who bears the
ultimate management responsibility, and thus, such evalua-
tion and determination are entrusted to the Representative
Director, President and CEO. The Compensation Advisory
Committee deliberates the policy and criteria for the entrust-
ment and provides the Board of Directors with the results as
recommendations for their resolution, and the Representative
Director, President and CEO, to whom such determination is
entrusted, shall make decisions in accordance with said recom-
mendations and the abovementioned resolution by the Board
of Directors.

*2 Corporate Governance Report
https://www.shionogi.com/content/dam/shionogi/global/company/cg/
basic/pdf/cg_report_en_202306.pdf

Total amount of remuneration for Directors and Corporate Auditors (fiscal 2022)

(Millions of yen)

Total amount of remuneration, etc. by type

Category Persons

; Performance-linked Non-monetary
Base remuneration oo - Total
remuneration remuneration

Directors 5(3) 207 (57) 182 (—) 126 (—) 516 (57)
(of which Outside Directors)
Corporate Auditors (of which L o
Outside Corporate Auditors) 53) 124(54) (=) (=) 124.(54)

Total 10 332 182 126 640

Total consolidated remuneration, etc. by director (fiscal 2022)

(Millions of yen)

Total amount of remuneration, etc. by type
e e . Performance-linked Non-monetary
Base remuneration - — Total
remuneration remuneration
Isao Teshirogi Director 93 112 86 292
Takuko Sawada Director 57 70 39 166

*3 The amount of “Performance-linked remuneration, etc.” above is the amount of provision for Directors’ bonuses for the fiscal year.
*4 The amount of “Non-monetary remuneration, etc.” above is the amount recorded as an expense in the fiscal year.
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m Mechanisms Supporting SHIONOGI's Growth
Corporate Governance

Skills required of directors and the Board of Directors

In order to achieve the growth set forth in the STS2030
Revision, SHIONOGI is taking action under three pillars: 1) fur-
ther growth of the HIV business, 2) growth of COVID-19 thera-
peutics, and 3) expansion of new products and businesses. In
executing these key strategies, in order to enhance the Board
of Directors’ oversight function over business execution,
increase the speed and transparency of decision-making, and
ensure equitable management, it is necessary to augment the
skills required of a Board of Directors and its directors for tradi-
tional pharmaceutical companies. These skills should be aug-
mented with the skills needed to work with business partners
as a HaaS company to create value that diverges from that of
traditional pharmaceutical companies, and to promote the

Succession plan
SHIONOGI regards the selection of its executives as one of the

most important decisions of the Board of Directors. In an era

Skill matrix (as of September 30, 2023)

creation and global provision of that value. Therefore, after
reviewing the skills listed so far and considerations at the
Nomination Advisory Committee, the Board of Directors
passed a resolution in May 2023 to redefine the skill matrix
based on what SHIONOGI wants to be in the future. In addi-
tion, the Company confirmed which skills each director and

corporate auditor possesses.
Going forward, we will continue to study paths toward
greater skill sufficient, including by clarifying skill definitions,
in order to improve the plausibility and transparency in the
selection of officers and to use these in the training of human

resources who will become future officer candidates.

of rapid changes in the external environment, the criteria for
evaluating candidates also change, and we recognize the

need to cultivate successor candidates in a multifaceted fash-
ion based on the vision for the future SHIONOGI. To this end,
we have established opportunities for dialogue between out-
side officers and associate corporate officers, who are prospec-
tive executive officer candidates, to identify talent from an
early stage. Candidate information is also checked at opinion
exchanges between the President and outside officers at the
meeting (the aforementioned outside officer and the
President opinion exchange meetings). Based on these

Officer training

SHIONOGI provides opportunities for directors and corporate
auditors to acquire the knowledge necessary to fulfill their
roles and responsibilities, and to provide management infor-
mation on business, finance, organizations, etc., as needed, so
that they can express opinions and make proposals with com-
plete candor. In addition, we provide and mediate training
opportunities and assist with their costs as needed.
Furthermore, the Company continues to hold outside officer

exchanges, the Nomination Advisory Committee holds its own
discussions, where a great deal of advice is provided by out-
side directors and outside corporate auditors. In fiscal 2022,
four associate corporate officers were newly appointed as cor-
porate officers. In addition, we continue to provide education
to human resources who meet successor requirements
through the President’s Management Seminar, taught directly
by the President who trains executives with strong leadership
and enthusiasm.

and the President opinion exchange meetings as well as out-
side officer information exchange/study sessions. In fiscal
2022, the Company held study sessions on the Group's R&D
strategy and DX initiatives, as well as roundtable discussions
with associate corporate officers who are candidates for exec-
utive positions, in order to deepen understanding of the busi-
ness through collaboration and information exchange among
outside officers and between outside officers and executives.

UIMOID 5,[DONOIHS Buiioddns swsiueydajy H

FY2022 attendance Skills
Name N;jerT;ll:f;nOf Nomination Compensation m:r?;pgzs;t/ RIS L] Sdanas LRI TR PI:[)S(?rn:fef!:liarsn/d Corporate SDGs/
Board of Directors ) ) omp: ; 9 Accounting/ Intellectual Technology/ Sales/Marketing | Quality/Supply | Global business ) P Risk management S
post Advisory Committee Advisory Committee Management Taxati ; ; Human capital governance Sustainability
axation property Innovation chain
strategy development/D&I

Representative Director, . .

Preiidemand . Isao Teshirogi, Ph.D. (63/Male) | 21years 12/12(100%) 2/2 (100%) 2/2 (100%) ° ° Y PY P ® ° °
. Director and Vice o B o
ol Chairperson of the Board Takuko Sawada (68/Female) |  8years 12/12 (100%) ° ° ° ° ° ° ° °
1%
= Independent Outside I 12/12 (100%) 2/2 (100%)
~ 0
N o Keiichi Ando (71/Male) | 7years Chairperson Chairperson 2/2(100%) o o ° ° ° ° °

Independent Outside . . . o o 2/2 (100%)

Director Hiroshi Ozaki (73/Male) |  4years 12/12 (100%) 2/2 (100%) Chairperson ° ° ° ° [ ° ° °

ndependentOUide - Eumi Takatsuki (48/Female) | 3years 12/12 (100%) 2/2 (100%) 2/2 (100%) ° ° ° ° ° °

Independent Outside . .

i Takaoki Fujiwara*  (71/Male) - 12/12(100%) 2/2(100%) - o ° ° ° °

* Mr. Takaoki Fujiwara's listed attendance of Board of Directors meetings is from his tenure as a corporate auditor.
FY2022 attendance Skills
Number of Corporate Personnel and
: - . Finance/ Law/Compliance/ Science/ Manufacturing/ )
N
ame years In Board of Directors Board of Auditors .Nommanonl Cpmpensanqn EEGEMEILY Accounting/ Intellectual Technology/ Sales/Marketing | Quality/Supply | Global business b aﬁa”.S/ G Risk management SPGS/4 )
post Advisory Committee | Advisory Committee Management Taxat B . Human capital governance Sustainability
axation property Innovation chain
strategy development/D&I

Standing C t .

Ajgit(';g orporate Akira Okamoto (68/Male) | 8years | 12/12(100%) | 11/11(100%) - 2/2(100%) @ ¢ ° ¢ ¢ ¢
S ,
2 | Standing Corporate lkuo Kato (69/Male) | 7years | 12/12(100%) | 11/11(100%) —~ - ° ° ° e ¢ ¢
2

Independent Outside . i

Audilt)or TSUgUOkI Fu;lnuma (78/Male) 4years 12/12 (100%) 11/11 (100%) — — [ [ (] [ [ [

Independent Outside C s o o

Auditor Shuichi Okuhara (55/Male) 3years 12/12(100%) | 11/11(100%) — — ) o ° ° o

Independent Outside .

Audifor Yoriko Goto (64/ Female) - - - - - ° ° ® ® ° ° °
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Directors

il Isao Teshirogi, Ph.D.

68,050 shares

Representative Director, Chairman and President and CEO

(as of July 1, 2023)

Keiichi Ando 0 shares

Independent Outside Director

Fumi Takatsuki 0 shares
Independent Outside Director

April 1982 Joined the Company

January 1999 General Manager, Secretary Office and General
Manager, Corporate Planning Department

June 2002 Director of the Company

October 2002 General Manager, Corporate Planning Department

April 2004 Executive Officer and Executive General Manager,
Pharmaceutical Research & Development Division

April 2006 Senior Executive Officer and Executive General Manager,
Pharmaceutical Research & Development Division

April 2007 Senior Executive Officer

April 2008 Representative Director and President of the Company

June 2021 QOutside Director of Sumitomo Mitsui Banking
Corporation (incumbent)

March 2022 Outside Director of AGC Inc. (incumbent)

July 2022 Representative Director, President and CEQ of the
Company (incumbent)

Major concurrent posts:

Outside Director of Sumitomo Mitsui Banking Corporation
Outside Director of AGC Inc.

B Takuko Sawada

45,600 shares

Director and Vice Chairperson of the Board

April 1976 Joined Sumitomo Bank Limited (now Sumitomo Mitsui
Banking Corporation)

April 2003 Executive Officer, Sumitomo Mitsui Banking Corporation

April 2006 Managing Executive Officer, Sumitomo Mitsui Banking
Corporation

April 2009 Director and Senior Managing Executive Officer,
Sumitomo Mitsui Banking Corporation

April 2010 Representative Director and Deputy President and
Executive Officer, Sumitomo Mitsui Banking Corporation

April 2012 Representative Director and President, NEW KANSAI
INTERNATIONAL AIRPORT COMPANY, LTD.

July 2012 Representative Director and President and CEO, NEW
KANSAIINTERNATIONAL AIRPORT COMPANY, LTD.

June 2016 Outside Director of the Company (incumbent)

June 2016 Representative Director and President, GINSEN CO., LTD.

June 2017 Outside Director of Tsubakimoto Chain Co. (incumbent)

June 2019 Outside Director of DAIHEN Corporation (incumbent)

Major concurrent posts:

Qutside Director, Tsubakimoto Chain Co.
Outside Director of DAIHEN Corporation

B Hiroshi Ozaki 0 shares

Independent Outside Director

October 2000 Registration of Attorney at Law

October 2000 Joined Oike Law Offices

December 2003 Joined Anderson Mori & Tomotsune Law Offices

February 2004 Service at Beijing Office of Anderson Mori & Tomotsune
Law Offices

April 2006 Joined Oh-Ebashi LPC & Partners

January 2009 Partner of Oh-Ebashi LPC & Partners (incumbent)

June 2020 Outside Director of the Company (incumbent)

June 2023 Outside Corporate Auditor of Sankyo Seiko Co., Ltd.
(incumbent)

Major concurrent posts:

Partner of Oh-Ebashi LPC & Partners

Outside Corporate Auditor, Sankyo Seiko Co,, Ltd.

@ Takaoki Fujiwara 0 shares
Independent Outside Director

April 1977 Joined the Company

April 2002 Executive General Manager, Pharmaceutical
Development Division

April 2007 Officer and Executive General Manager, Pharmaceutical
Development Division

April 2010 Executive Officer and Executive General Manager,
Pharmaceutical Development Division

April 2011 Senior Executive Officer and Executive General Manager,
Global Development Office

April 2013 Senior Executive Officer and Senior Vice President,
Global Development Office and, Pharmaceutical
Development Division

April 2014 Senior Executive Officer and Senior Vice President,
Global Pharmaceutical Development Division

April 2015 Senior Executive Officer and Senior Vice President,
Corporate Strategy Division

June 2015 Director of the Company and Senior Executive Officer
and Senior Vice President, Corporate Strategy Division

October 2015 Senior Executive Officer and Senior Vice President,
Corporate Strategy Division, and General Manager,
Corporate Planning Department

April 2016 Senior Executive Officer and Senior Vice President,
Corporate Strategy Division

April 2018 Director of the Company and Executive Vice President

April 2020 Director of the Company and Executive Vice President
and Senior Vice President of Integrated Disease Care
Division

July 2022 Director and Vice Chairperson of the Board (incumbent)

June 2023 Outside Director of Konica Minolta Inc. (incumbent)

Major concurrent posts:

Outside Director of Konica Minolta Inc.
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May 1972 Joined Osaka Gas Co,, Ltd.

June 2000 Director, Osaka Gas Co., Ltd.

June 2002 Director and Tokyo Representative, Osaka Gas Co., Ltd.,
on loan to the Japan Gas Association

June 2005 Managing Director and General Manager of LNG
Terminal and Power Generation Business Unit, Osaka
Gas Co,, Ltd

June 2007 Managing Director and General Manager of Commercial
& Industrial Energy Business Unit, Osaka Gas Co., Ltd.

April 2008 Representative Director and President, Osaka Gas Co.,
Ltd.

June 2008 Director, Osaka Gas Chemicals Co., Ltd

June 2009 Representative Director and President, Operating
Executive Officer, Osaka Gas Co., Ltd.

June 2009 Director of OGIS-RI Co., Ltd.

June 2011 Outside Director of Asahi Broadcasting Corporation
(now Asahi Broadcasting Group Holdings Corporation)

April 2015 Representative Director and Chairman, Osaka Gas Co.,
Ltd.

June 2019 Outside Director of the Company (incumbent)

January 2021 Director and Senior Advisor, Osaka Gas Co., Ltd.

June 2021 Senior Advisor, Osaka Gas Co., Ltd. (incumbent)

June 2021 Outside Director, The Royal Hotel Ltd. (incumbent)

Major concurrent posts:

Outside Director, The Royal Hotel, Ltd.

April 1975 Joined Hanshin Electric Railway Co., Ltd.

June 2005 Director, Hanshin Electric Railway Co., Ltd.

June 2007 Managing Director, Hanshin Electric Railway Co., Ltd.

April 2011 Representative Director and President, Hanshin Electric
Railway Co., Ltd.

June 2011 Director, Hankyu Hanshin Holdings, Inc.

April 2015 Chairman and Representative Director, Hanshin Hotel
Systems, Co,, Ltd.

April 2017 Chairman of the Board of Directors and Representative
Director, Hanshin Electric Railway Co., Ltd.

June 2017 Representative Director, Hankyu Hanshin Holdings, Inc.

June 2017 Outside Director, Sanyo Electric Railway Co., Ltd

December 2017 Director, Hanshin Hotel Systems Co., Ltd.

June 2018 Outside Corporate Auditor of the Company

April 2023 Advisor of Hanshin Electric Railway Co., Ltd. (incumbent)

June 2023 Outside Director of the Company (incumbent)

Auditors

Akira Okamoto

6,657 shares

Standing Corporate Auditor

B Tsuguoki Fujinuma

1,000 shares

Independent Outside Auditor

@ Shuichi Okuhara 0 shares
Independent Outside Auditor

April 1978 Joined the Company

April 2006 General Manager, Business Support Center

April 2007 General Manager, General Affairs & Personnel
Department

April 2008 General Manager, Human Resources Department

April 2011 General Manager, Internal Control Department

June 2015 Standing Corporate Auditor of the Company
(incumbent)

B Ikuo Kato 0 shares

Standing Corporate Auditor

October 1988 Joined the Company

April
April

2007 General Manager, Development Research Laboratories
2010 General Manager, Drug Development Research
Laboratories

September 2010 General Manager, Drug Development Research

April

April

June

Laboratories and Representative Director and President,
Shionogi TechnoAdvance Research & Co., Ltd.
2013 General Manager, Drug Development Research

Laboratories and Representative Director and Chairman,

Shionogi TechnoAdvance Research & Co,, Ltd.
2014 Representative Director and Chairman, Shionogi
TechnoAdvance Research & Co., Ltd.
2016 Standing Corporate Auditor of the Company
(incumbent)

Number of the Company’s share owned

Corporate Officers

Senior Executive Officers

April
June
May
July

May
July

February
July
August
October
April

June
June

June
June
July

April
May

April

July
June

June
June

1969 Joined Horie Morita Accounting Firm

1970 Joined Arthur & Young Accounting Firm

1986 Partner and Representative Partner of Asahi Shinwa
Accounting Firm (now KPMG AZSA LLC)

1993 Managing Partner of Ota Showa & Co. (now Ernst &
Young ShinNihon LLC) (Resignation in June 2007)

2000 President of the International Federation of Accountants

2004 Chairman and President of the Japanese Institute of
Certified Public Accountants

2005 Trustee and Vice Chairman of the IFRS Foundation
Trustees

2007 Advisor of the Japanese Institute of Certified Public
Accountants (incumbent)

2007 Outside Director of Tokyo Stock Exchange Group (now
Japan Exchange Group) , Inc

2007 Governor of Tokyo Stock Exchange Regulation (now
Japan Exchange Regulation)

2008 Specially appointed Professor of Chuo Graduate School
of Strategic Management

2008 Outside Corporate Auditor of Sumitomo Corporation

2008 External Outside Corporate Auditor of Takeda
Pharmaceutical Company Limited

2008 Outside Director of Nomura Holdings, Inc.

2008 OQutside Director of Nomura Securities Co., Ltd.

2008 Outside Director of Sumitomo Life Insurance Company

2010 Visiting Professor at Kansai University (incumbent)

2010 Outside Corporate Auditor of Seven & i Holdings Co.,
Ltd.

2015 Fellow (incumbent) and Advisory Board Member at
Chuo University Business School

2017 Auditor, Chiba Gakuen (incumbent)

2018 Chairman, Association of Certified Fraud Examiners
(AFCE Japan) (incumbent)

2019 Outside Corporate Auditor of the Company (incumbent)

2023 Councilor of Association of Certified Fraud Examiners
Japan (incumbent)

Major concurrent posts:
Auditor, Chiba Gakuen

Corporate Officers

April 1994 Joined Andersen Consulting Co., Ltd. (now Accenture
Japan Ltd.)

January 1998 Joined Nippon Venture Capital Co., Ltd

June 2008 Director and Investment manager of Nippon Venture
Capital Co,, Ltd.

April 2009 Representative Director and President of Nippon
Venture Capital Co,, Ltd.

June 2019 Representative Director and Chairman of Nippon
Venture Capital Co,, Ltd. (incumbent)

June 2020 Outside Corporate Auditor of the Company (incumbent)

Major concurrent posts:

Representative Director and Chairman of Nippon Venture Capital Co,, Ltd.

Yoriko Goto 0 shares
Independent Outside Auditor

November 1983 Joined Deloitte Haskins and Sells International (now
Deloitte Touche Tohmatsu LLC)

June 1996 Partner of Deloitte Touche Tohmatsu Limited (now
Deloitte Touche Tohmatsu LLC)

June 2007 Japan Leader of Global Financial Services Industry,
Deloitte Touche Tohmatsu Limited

October 2010 Managing Partner of Financial Services Industry, Deloitte
Touche Tohmatsu LLC

October 2013 Member of Executive Committee of Deloitte Touche
Tohmatsu LLC and Member of Board of Deloitte Touche
Tohmatsu Limited

June 2018 Chairperson of the Board of Deloitte Touche Tohmatsu
LLC and Deloitte Tohmatsu Group, and Member of
Board of Deloitte Touche Tohmatsu Limited

November 2018 Member of Board of Deloitte Asia Pacific Limited

October 2022 President of Yoriko Goto CPA Office (incumbent)

October 2022 Outside Director (Member of the Audit and Supervisory
Committee) of Sumitomo Mitsui Banking Corporation
(incumbent)

June 2023 Outside Corporate Auditor of the Company (incumbent)

Major concurrent posts

(Outside Director (Member of the Audit and Supervisory Committee) of

Sumitomo Mitsui Banking Corporation

Koji Hanasaki, Ph.D.
John Keller, Ph.D.
Toshinobu lwasaki, Ph.D.

Noriyuki Kishida

Kazuhiro Hatanaka
Ryuichi Kiyama, Ph.D.
Yasuyoshi Isou, Ph.D.

Akira Kato, Ph.D.
Tatsumori Yoshida

Masashi Deguchi, Ph.D.

Takeshi Shiota, Ph.D.

Yousuke Miharu
Takeki Uehara, Ph.D.
Yoshinori Yurugi
Satoru Yoshimoto

Yasunori Aoyama, Ph.D.
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m Mechanisms Supporting SHIONOGI's Growth

Material Issue

Ensure Compliance

In the SHIONOGI Group Charter of Conduct and the SHIONOGI Group Compliance Policy,
SHIONOGI defines compliance as “indispensable for the survival and development of a company”
and as “not limited to compliance with laws, rules, and regulations, but also includes compliance
with social norms and ethical behavior as a company and as a member of society”. All officers and

employees comply strictly with these policies.

Ideal State Earning the trust of stakeholders by fulfilling social responsibilities

Needs/lIssues

Preventing reputation damage triggered by noncompliance

* Unify global compliance standards.

i e Visualize compliance activities in each supervisory unit, division, department, and group company.

* Establish a compliance culture consistent with the Company Policy of SHIONOGI.

Initiatives Indicators

® Strengthening our compliance system in Japan

its head.

® We hold Compliance Committee meetings for all companies, including Group compa-
nies in Japan, four times a year. In addition, each supervisory unit holds its own
Compliance Committee meetings four times a year.

© To promote more effective initiatives, we have uniformly assigned the role compliance
manager of each division and group company to the corresponding general manager or
group company president, and the role of compliance promoter in each department to

® Strengthening collaboration with compliance
promotion departments in Japan and overseas

® Interviewed all compliance promoters and managers regarding compliance activities, etc.

® Established Global Compliance & Quality Week as an opportunity for all employees to
think about compliance and quality.

® Revised global rules for amounts of reimbursement to healthcare professionals.

© Employee training

® Media response training for corporate officers to deal with an event of a major violation.

© Harassment prevention training at the three levels of management, managers, and gen-
eral employees.

® Information security education.
® Anti-bribe and anti-corruption education.
® Education on compliance and the internal reporting system.

® The Internal Reporting System

® Number of calls to the reporting desk (n=75).

© Compliance awareness surveys

© Implementation of compliance surveys that include engagement surveys.

Raising compliance awareness

At SHIONOGI, we regard compliance as the cornerstone of all
our activities, and we urge each and every officer and
employee to understand its importance and to ensure that
they act in compliance with it. As we move toward the realiza-
tion of the STS2030 Revision, there are more and more oppor-
tunities than ever before to collaborate with different
industries, and we are increasingly faced with difficult decisions
in terms of compliance that we have not experienced in the
past. In this changing environment, compliance promotion
activities must be implemented consistently in accord with
company policies in each workplace, so that each employee
can think for themself about what is expected of them by those
around them, and do the right thing. In FY2022 we established
compliance committees in each supervisory unit in order to
implement more detailed compliance activities in each value
chain that are better aligned with the actual situation on-site

Shionogi & Co., Ltd. Integrated Report 2023

and in reality. As a result, in addition to compliance risks that
demand compliance across all companies, we have identified
compliance risks specific to each of the four supervisory units,
and established response policies to deal with each risk.
Compliance committees in all companies receive reports on ini-
tiatives by each supervisory unit, and discuss group-wide com-
pliance issues, leading to the formulation and implementation
of countermeasures.

In addition, until now the head of each department has been
responsible for appointing the compliance promoters for their
own organization, but we have now changed the system to
one in which the head of the department is the compliance
promoter. This reform fosters compliance culture in each orga-
nization and makes our activities more effective. We will con-
tinue to promote the importance of compliance at SHIONOGI
to all employees and nurture a stronger compliance culture.

Risk Management

As the transformation of society picks up pace, uncertainties that impact business strategies and
the results of those strategies continue to grow more diverse and complex. Appropriately manag-
ing risks both within and outside the Group is necessary for SHIONOGI to achieve the transforma-
tion envisioned in STS2030 Revision and generate further growth. To further strengthen our
resilience, we foster a risk culture by strategically managing both offensive and defensive risks.

Promoting risk management system

At SHIONOGI, our enterprise risk management (ERM) system, a
system for coordinating risk management throughout the
Group, is an important mechanism for both the corporate strat-
egy and management foundation.

The implementation and management of company-wide risk
management is based on SHIONOGI and Group companies not
only ascertaining and evaluating risks taking into consideration
their probability and impact on Group management but also
taking the lead in implementing responses based on the Risk
Management Plan deliberated on and approved by the
Corporate Executive Meeting and Board of Directors. ERM con-
sists of compiling risk information from throughout the Group,
reporting on such issues as the state of the response to the
Corporate Executive Meeting and Board of Directors, receiving

Risk management structure

(@ Board of Directors

Supervision and advice Reporting

Representative Director

Corporate Executive Management Meeting
Important matters related to Enterprise
Risk Management
(Enterprise Risk Management Systems,
ERM policies, and important risks)

Discussion and

approval Proposal and reporting

(3 Officer in charge of Enterprise Risk Management

+ Centralized management of

(@) Enterprise Risk Management Secretariat the SHIONOGI Group risks
+ Ascertaining status of action

Monitoring and opera- . P .
tignalsugpom l T Reporting against important risks

- + Annual reporting
() The corporate officers and - Proposals of candidate
the SHIONOGI Group company presidents important risks, allocation of

Business unit SHIONOGI Group management resources, etc.
company
\ ,\ Management of risks in
</ 4/ business execution

Crisis and incident management

When a crisis occurs, we place the highest priority on protecting
people’s lives and ensuring safety, and then quickly implement
measures to minimize and prevent a repeat of the crisis, and
maintain the business. Therefore, we are improving effectiveness
by resolving problems with systems, procedures, and related
rules uncovered during business continuity plan (BCP) training.
We have created a system to deal with incidents. In this system

the opinions and advice of directors and auditors, and reflecting
that in improvement initiatives

In fiscal 2022, we revised the SHIONOGI Group Enterprise Risk
Management Policy, introduced the ERM system, and improved
the efficiency of integrated management and monitoring of
company-wide risks. In addition, we provide education on the
basics of ERM to spread understanding of ERM to all employees
and education for the heads of each organization that pro-
motes risk management at workplaces so that ERM is properly
implemented. We also offer newly appointed auditors educa-
tion on the ERM system and ERM policies and SHIONOGI
Group's risks, and work to create an environment that fosters
active discussions of risk management at all levels of the com-
pany, from the workplace to Board of Directors.

Role

! Provides supervision, advice, etc. on the planning,
(D Board of Directors progress, and results of ERM promotion activities
The Corporate Executive Meeting, chaired by the
Representative Director, discusses important mat-

ters concerning SHIONOGI's ERM, which are
approved by the Representative Director

(@) Representative Director,
Corporate Executive
Meeting

The Corporate Supervisor is Chief Risk Management
Officer (CRO), overseeing SHIONOGI's risk manage-
ment and assuming responsibility for the promotion
and operation of the ERM system.

(3 Officer in charge of

Enterprise Risk
ENEL e

The enterprise risk management secretariat consists
(@) Enterprise Risk of the Sustainability Management Department, the
Management Secretariat General Administration Department, and the
Corporate Planning Department.

() The corporate officers and Each business unit and Group company is responsi-
the SHIONOGI Group com- ble for the execution of risk management in the

pany presidents execution of its operations

the management team is quickly provided with relevant infor-
mation, and the responsible people in the organizational unit in
which the incident occurred and the business site collaboratively
respond to the incident. To create this type of system, we foster a
“"bad news fast/first” culture that quickly reports negative news
and conduct mock-crisis training for corporate officers and more
senior management.
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m Mechanisms Supporting SHIONOGI's Growth

Risk Management

Main business risks

At SHIONOGI, we categorize risks that could have a mate-
rial impact on performance and business as either “business
strategy-related risks,” risks inherent in strategic deci-
sion-making, or that could hinder the implementation of
the strategy, or “business execution-related risks,” risks that
impact business execution that support business targets;
assign each risk a risk owner; and promote response plans
to leverage uncertainty as an opportunity or mitigate the
risk. The Corporate Executive Meeting conducts a regular
(around twice a year) check of progress in responding to
each risk and implements corrections and improvements.

1. Summary of business strategy-related risks

Risk summary

The following table shows the important risks we are
aware of currently. In addition to these risks, we identified
risks that could impact SHIONOGI's performance or busi-
ness, which include litigation, natural disasters and pan-
demics, and financial market and exchange rate trends, and
are moving forward with a response to each risk. The fol-
lowing, however, are not all the risks that SHIONOGI faces.

Main response

Partnerships

We collaborate with business partners to strengthen businesses that lever-

age each other's strengths, but this entails the following risks. There is also

the risk of damaging our corporate value through collaboration with com-
panies that violate ESG-related initiatives, such as resource and environ-

mental protection, safety, and human rights.

+ Use of the Company's technology and know-how for purposes other
than those intended

+ Unintentional and unauthorized use of other company's technology and

* Eliminate differences in awareness through extensive dialogues and maintain and
improve trust

* Conclude NDAs that factor in envisioned risks

* Conclude agreements that clearly state such items as handling intellectual property
rights and compensation for damages

* Conduct regular inspections of intellectual property to survey problems and infringe-
ment risk

* Build a monitoring system and other information management systems that incorpo-

Global growth,
centered on
the infectious

By dividing the infectious disease field into "infectious diseases that
require long-term treatment,” "vaccines,” and "acute diseases,” we are
working to transform each into a sustainable business that is part of the
whole disease field through a different strategy for each sub-field. We are
undertaking not only business activities, such as development, filing for
and obtaining approval, marketing, and sales in Europe, the U.S., and Asia,
but also health improvement activities, including expanding into low- and
middle-income countries. Even so, if initially envisioned development

* Promote the sale and proper use of acute respiratory infection therapeutic drugs

* Develop acute respiratory infection vaccines

* Research and develop long-acting HIV therapeutic/prophylactic drugs

* Research and develop new treatments for such diseases as malaria, tuberculous, and
nontuberculous mycobacterial infection

* Expand sales of the multidrug-resistant Gram-negative bacterial infection treatment
cefiderocol

* Create products and services that achieve total care for infectious diseases

with other infringement on intellectual property rights rate encryption, strengthen access controls, and prevent unauthorized access
companies * Leak of confidential information by the Company * Minimize shared information and establish information sharing rules
 Leak of confidential information by other companies * Build a system to monitor use of shared information and logs
+ Damage to reputation and trust due to collaboration with companies * Regularly audit and evaluate the information management system
who conduct business activities that are inconsistent with the Company's |  conduct multi-faceted due diligence related to trustworthiness, financial state, and
perception of ESG issues legal issues
* Regularly audit and evaluate partnerships in order to quickly discover problems and
improvements
We manufacture products and conduct commissioned production in line * Formulate a SHIONOGI Group Quality Policy
with pharmaceutical affairs-related laws and regulations, including GMP « Spread understanding of the importance of quality by holding such events as in-house
and ICH Guidelines, undergo inspections by the Ministry of Health, Labour education events
and Welfare, FDA, EMA, and other regulatory authorities, and are licensed | « promote such activities as fostering a quality culture
to conduct manufacturing and marketing. However, if there are quality + Conduct control and oversight activities through plant audits, etc.
. problems, lot failures, or similar problems, this could result in the following.
Quality + Quality defects, suspension of shipments, recalls, and administrative
action due to inconsistencies between approval documents and actual
manufacturing conditions
* Recalls and important findings of inspections by the authorities due to
incomplete information
+ Deterioration in trust in the Company due to damage to reputation
If there is a natural disaster, such as major earthquake, storm, or flood, or | * Conduct inventory management based on standards for the amount of inventory held
pandemic, or our supply chain is impacted by a geopolitical event or some | « Create a domestic system for APIs that are used in some products but entail procure-
. sustainability-related issue, such as human rights or the environment, this ment risk
Supply chain could result in the following Examine diversificati i iers i
. * Examine diversification of raw material suppliers in order to ensure a stable supply of
management + Suspension of plant operation products (select a second vendor for raw materials that entail high risks)

- Difficult in procuring raw materials and products
* Major impact on stable supply of pharmaceuticals

* Set priority BCP products and conduct regular reviews
* Conduct due diligence and monitoring of suppliers and request improvements

disease field gizn;‘x?)zgt?;;Eiﬂpegt;:fat;g&?:&if;!a(){e\gggi;ﬂ‘s%rrg:ﬂaerfafgfgiéz e, Develop and fi\e‘for apprgval 'of core product; overseas and further expand the over-
earnings, this could have a material impact on performance. seas m‘anufa.ctunng, distribution, and marketing sy.st.em . ‘ .
* Negotiate with government and regulatory authorities of various countries regarding
such issues as stockpiles and the expansion of subscription-type reimbursement model
* Improve healthcare access in low- and middle-income countries
Researching and developing pharmaceuticals requires extensive time and | * Take on the challenge of new modalities and technologies
massive investments, and because there is the possibility candidate phar- | = Promote manufacturing through co-creation with outside parties
maceuticals will not have the expected efficacy or receive approval, it is « Actively invest in growth drivers, such as in-licensing
Pipeline necessary to qbtaih new modalities and employ ogtside networksto cre- | . Develop human resources to ensure leading R&D capabilities
expansion ate an attractive pipeline. We must also foster businesses other thanthe | | 1o ioin o high internally-discovered pipeline ratio

pharmaceutical business and balance those businesses in order to trans-
form our business model, which overemphasizes earnings from patents.

* Develop innovative treatment options not limited to therapeutic drugs
* Develop services necessary to create an environment in which all people can actively
participate

Human capital

To achieve growth through transformation, it is necessary for SHIONOGI to
become a community of human resources with exceptional strengths, and
therefore, we focus on human capital management. Obstacles, such as

* Reinforce mid-career hiring
* Reform the HR system
* Implement workstyle reforms so that various types of people can actively participate

IT security and
information
management

If there is an IT security threat due to an act by an employee, outsourcing

service provider, or other entity or an incident such as an attack by a mali-

cious third party, this could result in the following.

+ Difficult in continuing business due to suspension of important systems

- Outflow of confidential information, including personal information

* Legal damages, such as claims for compensation for damages, costs
related to subsequent response, etc.

+ Decline in performance or damage to reputation

* Appoint a CIO who oversees information management, a CDO who has control over
data and document use and management, and Global Head of IT who is responsible for
operating IT

* Establish rules related to information management based on laws, regulations, and
qguidelines

* Establish a SHIONOGI Group Global Privacy Policy

* Provide thorough education to employees on the importance of information manage-
ment and personal information and the need to comply with personal information pro-
tection-related laws and ordinances.

* Move forward with projects to build an IT-BCP system in case of a crisis such as cyber-
attacks or massive disasters

* Create IT infrastructure and reinforce information security foundation and improve its
operation

* Conduct a fundamental group-wide review of the network based on global security
assessment in light of a cyberattack at the Taiwan facilities

management faﬂures _related to measures and capturing human resources, could under- | « Ho|d events that welcome and praise challenges
mine this transformation and have a material impact on performance.
We are implementing a digital transformation (DX) to accelerate deci- * Build global IT foundation
sion-making and create new value. If DX initiatives falter, this could have a | « Transform our business models and operations using Al
Digital material impact on not only performance but also increase in corporate * Develop software as medical device (SaMD) and disease detection algorithms to diag-

transformation

value.

nose and treat ilnesses
* Create a data use platform to increase operational efficiency and create new value
* Implement training measures to produce digital core human resources

2. Summary of business execution-related risks

Risk summary and concerns about risk realization

Main response

Environment

If there is the chance of an incident that could impact the environment,
ecosystem, or safety of workers in a business activity process, such as
research, development, or manufacture of pharmaceuticals, and the inci-
dent actually occurs, it could result in the following.

- Suspension of facility operation and equipment and cost of response and

* Reinforce governance by formulating a SHIONOGI Group EHS Policy, SHIONOGI Group
EHS Code of Conduct

* Create an EHS Integrated Management System

* Reinforce 1SO 14001 and ISO 45001 or equivalent management system operation at
each office

Systems and
administration

Government policies, such as medical insurance reforms that anticipate

increases in medical costs as society grays, annual revisions to NHI drug

prices, and changes in development and manufacturing-related regula-

tions in Japan and overseas, could impact performance.

+ Lower predictability of pharmaceutical business

+ Calculation of drug price independently of value of innovation

+ Delay in development of solutions necessary to respond to infectious dis-
ease pandemics and supply instability

* Create innovative solutions and provide at a price acceptable to society

* Accumulate evidence to prove the created value

* Promote initiatives through industry organization activities

* Obtain the latest information on such issues as the drug pricing system and various
types of regulations related to R&D, manufacturing, and marketing, and quickly
respond

Adverse reac-
tion, etc.

We implement measures necessary to ensure the safety and proper use of
pharmaceuticals after they are launched, but if there are unforeseen
adverse reactions or other problems, this could result in the following.

« Termination of sales and recall of products

+ Litigation seeking compensation for health hazards

+ Damage to the corporate brand and reputation

* Build and reinforce a system to appropriately collect, analyze, evaluate, and report infor-
mation on adverse reactions and similar issues

* Educate all employees to curb the spread of adverse reactions and control damage

* Obtain insurance for medical damage compensation based on adverse reactions, etc.
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and safety recovery = Comply with related laws and ordinances, set independent management standards and
- Litigation s_eeking compensation for damages and payment of targets that are even stricter, and implement response
compensation
- Damage to the corporate brand and reputation
We recognize the following as important risks: acts and behavior that vio- | * Add compliance items to SHIONOGI Group Code of Conduct and formulate SHIONOGI
late laws, deviate from social norms, or violate ethics in business activities, | Group Compliance Policy
based on an awareness of not simply complying with laws, regulations, * Raise awareness of compliance throughout the Company by holding a Global
rules, etc., but also following social norms, and acting ethically as a com- Compliance Week & Quality Week
pany and member of society. If such a risk materializes, this could resultin | « Repuild the promotion system to match organizational structure
Compliance the following. * Operate an in-house reporting desk in line with the Whistleblower Protection Act
- Damage to reputation * Hold regular Compliance Committee meetings, which a Representative Director chairs
- Loss of stakeholders' trust * Report Compliance Committee activities to the Board of Directors
- Damage to business performance and financial condition « Use message from the President to talk about compliance
* Conduct compliance awareness survey of all employees and provide related feedback
to all organizational units
If a third party infringes on the intellectual property rights of SHIONOGI or | * Establish appropriate rights to and management system for intellectual property and
SHIONOGI products infringe on those of a third party, this could result in continually monitor third party’s rights infringement
the following. * Conduct freedom-to-operate searches in business activities
Intellectual - Damage to business performance and finandial position duetoloss of | = Create a system to prevent rights infringements based on such activities as conducting
expected earnings intellectual property due diligence in in-licensing and out-licensing activities
property - Dispute or litigation to protect the intellectual property

+ Payment of compensation for damages
* Injunction on manufacturing and marketing the product
- Damage to the corporate brand and reputation

See our website for details on Risk Management.
https://www.shionogi.com/global/en/sustainability/governance/risk-management.html
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Performance and Data
Financial Highlights / Non-Financial Highlights

SHIONOGI has adopted International Financial Reporting Standards (IFRS) from fiscal 2019.
The financial figures for fiscal 2018 are shown according to both Japanese Generally Accepted Accounting Principles (JGAAP) and IFRS.

Revenue

(Billions of yen)

5000 JGAAP ' IFRS i
4267
400.0
363.7 368.0
338.9 344.7 3334 335.1
300.0 9282.9 289.7 3100 2972
il 2740
200.0
100.0
0 ™
2012 2013 2014 2015 2016 2017 2018 2018 2019 2020 2021 2022 (FY)
' Third Medium-Term .~ T T
" BusinessPlan $GS2020 STS2030

Revenue was ¥426.7 billion, a 27.3 percent increase year on year, reaching a record high. Domestic revenue of prescription
drugs were ¥179.7 billion, a 101.7 percent increase year on year, as a result of the acquisition of emergency approval for
Xocova, a treatment for COVID-19, revenue from the purchase of two million doses by the Japanese government, and sales
from general distribution. Revenue from overseas subsidiary sales and exports was ¥42.5 billion yen, a 23.7 percent increase
year on year, due to the growth in sales of cefiderocol in the U.S. and Europe. Royalty income was ¥174.7 billion, a 3.6 percent
decrease year on year.

R&D expenses Operating profit/Operating profit margin

(Billions of yen) (Billions of yen) (%)
120.0 150.0 145.1 149.0 100.0
102.4 1200
90.0 i 800
73.0 90.0 60.0
60.0
54:
21 9 60.0 400
34.9
30.0
30.0 20.0
0 0 0
2018 2019 2020 2021 2022 (FY) 2018 2019 2020 2021 2022 (FY)

W Operating profit (Left axis) =# Operating profit margin (Right axis)

Operating profit was ¥149.0 billion, a 35.1 percent increase year on year due to a significant increase in revenue, despite an
increase in R&D expenses resulting from investments in priorities such as COVID-19 treatments and vaccines, as well as impair-
ment losses associated with the revision of the development plan for zatolmilast, an Alzheimer’s drug. Core operating profit,
which excludes non-recurring items, was ¥158.5 billion, an increase of 43.3 percent year on year.

Shionogi & Co., Ltd. Integrated Report 2023

Royalty income

(Billions of yen)

JGAAP k IFRS |
2000
186.7
180.3 181.3
166.9 e
150.0 1550 144.6
115.7
100.0 101.8
69.8 70.7
60.7

50.0
O ™

- 2012 2013 | 2014 2015 2016 2017 2018 2018 2019 2020 2021 2022 (FY)

‘Third Medium-Term: e T

" BusinessPlan 5G52020 STS2030

Royalty income from ViiV Healthcare Limited was ¥168.5 billion, a 3.2 percent decrease year on year, despite the rapid growth
in sales of the long-acting HIV franchise out-licensed to UK-based ViiV Healthcare Limited and the receipt of a lump-sum pay-
ment in fiscal 2021 accompanying the settlement of the patent infringement litigation brought against U.S.-based Gilead
Sciences, Inc by ViiV Healthcare Limited. In addition, royalty income from Roche was ¥0.9 billion due to an increase in sales of
Xofluza generated from the global influenza epidemic that occurred for the first time in several years. As a result, royalty
income for the fiscal year under review was ¥174.7 billion, a 3.6 percent decrease from the previous year.

Dividends per share/DOE ROE
(yen) (%) (%)
150 10.0 25.0
120 80 200
1738 178
155
90 6.0 15.0 13.9 /
125
60 40 100
30 2.0 5.0
0 0 0
2018 2019 2020 2021 2022 (FY) 2018 2019 2020 2021 2022 (FY)

M Dividends per share (Left axis) =+ DOE (Right axis)

Dividends per share were ¥135, up ¥20 from the previ-
ous year, making this our eleventh consecutive year of
dividend growth. The annual dividend increase of ¥20
was the largest ever. DOE was 3.9 percent.

ROE was 17.8 percent. This was because of record high
profits despite an increase in equity items (equity attrib-
utable to owners of the parent).

Shionogi & Co., Ltd. Integrated Report 2023
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Performance and Data

Financial Highlights / Non-Financial Highlights

Average salary

(yen)
1,000,000

9,042,130 EIE 9,028,578 9,106,274
8,574,843
800,000

600,000

400,000

200,000

2018 2019 2020 2021 2022 (FY)

Since we use performance-linked bonuses, the average
salary has been declining due to weaker business perfor-
mance, but increased bonuses awarded for the achieve-
ment of R&D milestones bumped average pay up by
approximately ¥530,000 from the previous year.

Number of female managers/Ratio of female managers

(Persons) (%)
100 25
80 20

60 15

40 10

20 5

0 0
2018 2019 2020 2021 2022 (FY)

M Number of female managers = Ratio of female managers

We were working to achieve our target of the rate of
female employees occupying management positions of
at least 15 percent by the end of fiscal 2022, but it
remained at 14.2 percent. We will continue our efforts to

increase the ratio of female managers.
As of April 1 the following fiscal year

Shionogi & Co., Ltd. Integrated Report 2023

Acquisition rate of childcare leave

(%)
100 1000 1000 1000 1000 1000
80
60 57.4
51.4
20 4.1
32.8 327
24.2 !
20
0
2018 2019 2020 2021 2022 (FY)

-+ Female - Male -+ Male (acquisition rate for 14 days or more)

Although the target of "Acquisition rate of childcare
leave/days off for childcare purposes of 50 percent or
more for male employees” is now achieved regularly, the
number of days taken remains low. As a result, from fis-
cal 2022, we have set a new target of 25 percent acquisi-
tion rate of 14 days or more for male employees and
started initiatives.

Ratio of female directors / Ratio of female executive
officers / Ratio of female organizational heads

GHG emissions (Scope 1 and 2*")

(tons-CO2)
100,000

gooo0 82711 82209 Lo.0, BHIGL 81966

60,000
40,000

20,000

2018 2019 2020 2021 2022 (FY)

*1 Scope 2 emissions are calculated using the market-based method.

Although GHG emissions have been on an upward trend
in line with the growth of our businesses, we have
reduced them from the previous year and achieved our
reduction targets for fiscal 2022 by introducing renew-
able energy ahead of schedule and strengthening emis-
sions controls.

*2 Including Nanjing Plant (Nanjing Chang’ao Pharmaceutical Co., Ltd.).
Emissions from UMN Pharma, Inc. and Nagase Medicals Co., Ltd. (cur-
rently Shionogi Pharma Co., Ltd., Itami Plant), which constitute the
boundary for SBT targets, included as of fiscal 2019.

External evaluations

Code of Conduct signature rate (FY2022)

100%

*Shionogi & Co., Ltd. and some domestic group companies

Education and training expenses per person

(FY2022)

¥7O thousand

* (Education and training expenses + amount of self-investment
support)/number of employees (Domestic consolidation)

(%)
10 400 400 400
30
20 184

167 6.7 ¢

143 127 123

10 36

7.7
0 0 0 0 0

2018 2019 2020 2021 2022 (FY)

-+ Ratio of female directors - Ratio of female executive officers
- Ratio of female organizational heads

The ratio of female executive officers continues to be
0%, but the ratio of female organizational heads who
will serve as future executive officers is steadily increas-
ing. We will strive to increase this ratio by expanding the

talent pool as executive candidates.
As of April 1 the following fiscal year

FY2020 FY2021 FY2022
Climate change: A- Climate change: A- Climate change: A
CDP Water Security: A Water Security: A- Water Security: A
Supplier Engagement Leader Supplier Engagement Leader Supplier Engagement Leader
FTSE 3.4 3.7 3.6
MSCI AA AA AA
63 points
DJSI 45 points 53 points The Sustainability Yearbook
Member
S&P/JPX . . . . .
Carbon Efficient Index Fourth decile Fifth decile Sixth decile
SOMPO Sustainability Index Selected Selected Selected

Toyo Keizai CSR Ranking

34th of 1,614 companies

53rd of 1,631 companies

52nd of 1,702 companies

Survey on Health and

Productivity Management White 500

Certified Health & Productivity
Management Outstanding
Organizations

Certified Health & Productivity
Management Outstanding
Organizations

Other

Japan Sports Agency
Sports Yell Company

Japan Sports Agency
Sports Yell Company

Ministry of Environment
ECO-FIRST Company

D&I Award Best Workplace

Shionogi & Co., Ltd. Integrated Report 2023
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Performance and Data
11-Year Financial Summary

Third Medium-Term Business Plan

SONG for the Real Growth
Progress toward global growth

Shionogi Growth Strategy 2020

Grow as a drug discovery-based
pharmaceutical company
(April FY2014-September FY2016)

Grow sustainably as a drug discovery-based
(October FY2016-March FY2020)

pharmaceutical company contributing to a more vigorous society through improved healthcare

International Financial Reporting

Shionogi Transformation
Strategy 2030

Building Innovation Platforms to Shape the
Future of Healthcare

JGAAP 2013 2014 2015 2016 2017 2018 2019 standards (IFRS) 2019 2020 2021 2022 2023
u For the years ended March 31: ® For the years ended March 31:
(Millions of yen) (Millions of yen)

Net sales ¥ 282,903 ¥ 289,717 ¥ 273,991 ¥ 309,973 ¥ 338,890 ¥ 344,667 ¥ 363,721 Revenue ¥ 367,960 ¥ 333,371 ¥ 297,177 ¥ 335,138 ¥ 426,684
Japan 182,503 185,017 184,591 178,473 194,011 166,013 154,036 Japan 150,749 135,707 127,902 119,516 209,489
Overseas 30,600 34,000 28,700 29,700 29,207 23,623 29,427 Overseas 30,465 30,796 24,645 34,367 42,498
Royalty 69,800 70,700 60,700 101,800 115,670 155,030 180,258 Royalty 186,745 166,867 144,629 181,253 174,696

Cost of sales 78,574 77,993 82,189 74,758 77,777 73,911 54,880 Cost of sales (55,591) (56,782) (52,523) (55,415) (62,246)

Selling, general and administrative expenses 144,764 149,848 141,436 143,808 152,934 155,537 170,303 Selling, general and administrative expenses (87,668) (95,094) (91,902) (91,771) (97,775)

Operating income 59,565 61,875 50,365 91,406 108,178 115,219 138,537 Research and development expenses (52,058) (47,949) (54,249) (72,996) (102,392)

Ordinary income 58,922 62,225 77,880 100,869 123,031 138,692 166,575 Operating profit 145,081 130,628 117,438 110,312 149,003

Profit before income taxes 58,306 63,188 82,051 97,452 122,695 137,378 170,343 — — — — — —

Profit attributable to owners of parent 66,727 40,618 44,060 66,687 83,879 108,866 132,759 Profit before tax 174,043 158,516 143,018 126,268 220,332

Net cash provided by operating activities 59,276 79,496 45,604 102,290 111,903 129,790 145,684 Profit attributable to owners of parent 137,191 122,193 111,858 114,185 184,965

Net cash used in investing activities (19,959) (20,040) (31,696) (32,894) (31,643) (51,238) (36,349) Net cash provided by operating activities 165,000 131,940 109,039 102,068 177,867

Net cash used in financing activities (37,687) (53,798) (46,211) (18,525) (57,411) (53,893) (87,011) Net cash used in investing activities (56,256) (29,144) (5,261) (96,204) (48,292)

Research and development expenses 53,021 53,605 48,870 49,787 59,907 59,945 68,325 Net cash used in financing activities (89,912) (88,174) (43,891) (36,615) (84,123)

Capital investments 11,447 8,962 8,163 9,943 9,659 5,678 7,900 Capital investments 7,900 9,954 27,371 27,274 12,559

Depreciation and amortization 11,912 12,912 12,672 12,578 13,362 15,972 16,479 Depreciation and amortization 14,431 14,115 14,779 16,351 17,165

m As of March 31: (Millions of yen) m As of March 31: (Millions of yen)

Property, plant and equipment, net ¥ 78,473 ¥ 78,976 ¥ 77,022 ¥ 78,673 ¥ 78,788 ¥ 75,956 ¥ 74,653 Property, plant and equipment, net ¥ 70,986 ¥ 71,350 ¥ 90,883 ¥ 108,893 ¥ 112,085

Intangible assets 70,464 72,824 80,328 71,626 91,125 75,060 54,769 Intangible assets 47,804 51,705 76,558 81,223 96,309

Total assets 574,882 580,566 595,067 631,599 661,499 711,463 778,741 Total assets 938,540 873,695 998,992 1,150,601 1,311,800

Total long-term liabilities 53,041 33,721 48,427 45,739 44,692 34,056 17,203 Total equity 813,087 765,203 864,550 993,285 1,121,878

Total net assets 423,633 467,836 478,883 513,877 526,211 604,840 672,429 Non-current liabilities 29,303 27,372 34,261 32,920 31,369

® Per share amounts: (Yen) ® Per share amounts: (Yen)

Profit attributable to owners of parent ¥ 199.25 ¥ 121.29 ¥ 132.67 ¥ 204.83 ¥ 259.88 ¥ 34271 ¥ 424.31 Basic earnings per share ¥ 43847 ¥ 39571 ¥ 365.03 ¥ 37875 ¥ 621.31

Net assets 1,254.44 1,385.11 1,456.70 1,564.73 1,638.46 1,911.36 2,144.33 Equity attributable to owners of parent per share 2,598.16 2,518.74 2,806.67 3,236.21 3,737.76

Dividend 42 46 52 62 72 82 94 Dividend 94 103 108 115 135

u Profitability and valuation metrics: u Profitability and valuation metrics:

Operating profit margin (%) 211 21.4 18.4 29.5 31.9 334 38.1 Operating profit margin (%) 39.4 39.2 39.5 329 34.9

R&D expense ratio (%) 18.7 18.5 17.8 16.1 17.7 17.4 18.8 R&D expense ratio (%) 14.1 14.4 18.3 21.8 24.0

Equity ratio (%) 73.1 79.9 79.7 80.7 79.0 84.5 85.7 Ratio of equity attributable to owners of parent (%) 86.2 87.6 84.7 84.8 83.9

Return on equity (ROE) (%) 175 9.2 9.4 136 16.3 19.4 209 Egﬁg;? E’R”OQE‘;L({;:)V attributable to owners of 17.8 15.5 13.9 125 17.8

Return on assets (ROA) (%) 10.7 10.8 13.2 16.4 19.0 20.2 22.4 Return on assets (ROA) (%) 19.4 17.5 15.3 1.7 17.9

Price-to-book ratio (PBR) (times) 1.5 1.4 2.7 34 3.5 29 3.2 Price-to-book ratio (PBR) (times) 2.6 2.1 2.1 2.3 1.6

Price-to-earnings ratio (PER) (times) 9.8 15.8 30.2 259 221 16.0 16.2 Price-to-earnings ratio (PER) (times) 15.6 134 16.3 19.9 9.6

Payout ratio (%) 21.1 37.9 39.2 30.3 27.7 239 222 Payout ratio (%) 214 26.0 29.6 30.4 21.7

Share buybacks (billions of yen) — — 30.0 — 35.0 29.4 50.0 Share buybacks (billions of yen) 50.0 50.0 50.0 — 49.4

Shares issued and outstanding (shares) 351,136,165 351,136,165 351,136,165 351,136,165 329,136,165 324,136,165 316,786,165 Shares issued and outstanding (shares) 316,786,165 316,786,165 311,586,165 311,586,165 307,386,165

Notes: 1. From the fiscal year ended March 31, 2015, the Company has adopted a new accounting standard for research and development expenses (business

research expenses). This change has been reflected in figures for the fiscal year ended March 31, 2014.

2. In the fiscal year ended March 31, 2019, the Company changed the presentation method for tax effect accounting. The change has been reflected in figures
for the fiscal year ended March 31, 2015, and subsequent periods.

3. International Financial Reporting Standards (IFRS): Accounting standards defined by the non-government organization International Accounting Standards

Board (IASB) headquartered in London.
4. |FRS adopted from the fiscal year ended March 31, 2020.

Shionogi & Co., Ltd. Integrated Report 2023
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Performance and Data
Consolidated Financial Statements

Consolidated statement of financial position

(Millions of yen)

(Millions of yen)

As of March 31,

As of March 31,

As of March 31,

As of March 31,

2022 2023
Assets
Non-current assets
Property, plant and equipment ¥ 108,893 ¥ 112,085
Goodwill 9,638 9,819
Intangible assets 81,223 96,309
Right-of-use assets 3,524 6,482
Investment property 26,672 26,382
Other financial assets 242,479 247,711
Deferred tax assets 12,907 22,100
Other non-current assets 6,055 6,716
Total non-current assets 491,396 527,607
Current assets
Inventories 45,892 57,919
Trade receivables 122,965 109,774
Other financial assets 210,757 254,131
Income taxes receivable 51 68
Other current assets 25,117 53,074
Cash and cash equivalents 254,420 309,224
Total current assets 659,205 784,192
Total assets 1,150,601 1,311,800

Shionogi & Co., Ltd.

Integrated Report 2023

2022 2023
Equity and liabilities
Equity
Share capital ¥ 21,279 ¥ 21,279
Capital surplus 14,455 15,204
Treasury shares (57,857) (63,074)
Retained earnings 832,958 940,606
Other components of equity 164,824 186,030
Equity attributable to owners of parent 975,661 1,100,046
Non-controlling interests 17,624 21,832
Total equity 993,285 1,121,878
Liabilities
Non-current liabilities
Lease liabilities 3,729 6,397
Other financial liabilities 5616 4,844
Retirement benefit liability 15,412 12,867
Deferred tax liabilities 7,807 5916
Other non-current liabilities 354 1,343
Total non-current liabilities 32,920 31,369
Current liabilities
Lease liabilities 2,945 3,014
Trade payables 16,372 14,005
Other financial liabilities 22,027 29,720
Income taxes payable 17,973 42,217
Other current liabilities 65,078 69,595
Total current liabilities 124,396 158,552
Total liabilities 157,316 189,921
Total equity and liabilities 1,150,601 1,311,800

Shionogi & Co., Ltd.

Integrated Report 2023
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Performance and Data

Consolidated Financial Statements

Consolidated statement of profit or loss

(Millions of yen)

As of March 31,

As of March 31,

Consolidated statement of changes in equity

(Millions of yen)

2022 2023

Revenue ¥ 335,138 ¥ 426,684
Cost of sales (55,415) (62,246)
Gross profit 279,722 364,437
Selling, general and administrative expenses (91,771) (97,775)
Research and development expenses (72,996) (102,392)
Amortization of intangible assets associated with products (3,476) (3,720)
Otherincome 3,384 3,899
Other expenses (4,551) (15,445)
Operating profit 110,312 149,003
Finance income 16,797 75,829
Finance costs (841) (4,500)
Profit before tax 126,268 220,332
Income tax expense (12,829) (35,836)
Profit 113,439 184,496
Profit attributable to

Owners of parent 114,185 184,965

Non-controlling interests (746) (469)
Profit 113,439 184,496
Earnings per share (Yen)

Basic earnings per share 378.75 621.31

Diluted earnings per share 378.63 621.10

Consolidated statement of comprehensive income

(Millions of yen)

As of March 31,

As of March 31,

2022 2023
Profit ¥ 113,439 ¥ 184,496
Other comprehensive income
Items that will not be reclassified to profit or loss
Net change in fair value of equity instruments designated as
measured at fair value through other comprehensive income 17,846 D
Remeasurements of defined benefit plans (333) 986
Total of items that will not be reclassified to loss 17,513 3,809
Items that may be reclassified to profit or loss
Exchange differences on translation of foreign operations 29,793 20,538
Effective portion of cash flow hedges 1,023 405
Total of items that may be reclassified to profit or loss 30,817 20,943
Total other comprehensive income, net of tax 48,330 24,753
Comprehensive income 161,769 209,249
Comprehensive income attributable to
Owners of parent 161,865 209,007
Non-controlling interests (95) 242
Comprehensive income 161,769 209,249

Shionogi & Co., Ltd. Integrated Report 2023

Equity
Share Capital Treasury Retained Gitner attributable Non ) .
. . components controlling | Total equity
capital surplus shares earnings . to owners .
of equity interests
of parent
Balance as of ¥21279  ¥13,733  ¥(57,989) ¥752248 ¥116,836 ¥846,108  ¥18,442  ¥864,550
April 1,2021
Profit 114,185 114,185 (746) 113,439
Tgtal other comprehensive 47,679 47,679 650 48,330
income, net of tax
Comprehensive income — — - 114,185 47,679 161,865 (95) 161,769
Purchase of treasury
shares (14) (14) (14)
Disposal of treasury ) 147 141 141
shares
Dividends (33,162) (33,162) (33,162)
Transfer from other
components of equity (308) 308 - —
to retained earnings
Other 727 (5) 722 (722) —
Balance as of
March 31, 2022 21,279 14,455 (57,857) 832,958 164,824 975,661 17,624 993,285
Profit 184,965 184,965 (469) 184,496
Tgtal other comprehensive 24,041 24,041 712 24,753
income, net of tax
Comprehensive income — — — 184,965 24,041 209,007 242 209,249
Purchase of treasury (49,420) (49,420) (49,420)
shares
Disposal of treasury 31 170 202 202
shares
Disposal of treasury
shares for trust fund iz e . .
Cancellation of treasury (26,280) 26,280 _ _
shares
Dividends (36,156) (36,156) (36,156)
Changes in ownership 748 748 3,965 4,714
interest in subsidiaries
Transfer from other
components of equity 2,835 (2,835) — —
to retained earnings
Other 43,997 (43,997) — —
Balance as of 21,279 15204  (63,074) 940,606 186,030 1,100,046 21,832 1,121,878

March 31, 2023

Shionogi & Co., Ltd.

Integrated Report 2023
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- Performance and Data
Consolidated Financial Statements

Consolidated statement of cash flows

(Millions of yen)

Non-Financial Data

Mar. 31,2019

Mar. 31, 2020

Mar. 31, 2021

Mar. 31,2022

Mar. 31,2023

Remarks

Year ended
March 31, 2022

Year ended
March 31, 2023

Cash flows from operating activities

Information on the
number of
employees
(Information about
only Shionogi & Co.,
Ltd. unless other-
wise stated)

No. of employees

Consolidated

5,233 persons
(4,554 persons)

5,222 persons
(4,527 persons)

5,485 persons
(4,617 persons)

5,693 persons
(4,507 persons)

5,680 persons
(4,468 persons)

The figures in parentheses are calculated
for domestic consolidated companies

Shionogi & Co., Ltd

3,596 persons

2,667 persons

2,589 persons

2,510 persons

2,458 persons

Rate of female employees

28.1% (32.2%)

24.1% (32.2%)

25.4% (32.7%)

25.8% (33.8%)

26.4% (34.5%)

The figures in parentheses are calculated
for domestic consolidated companies.

Average age

Total 41.7 years old 41.3 years old 41.2 years old 41.6 years old 42.1 years old
Male 42.2 yearsold 419 yearsold 41.8 yearsold 42.2 years old 42.7 yearsold Excluding seconded persons
Female 40.4 years old 39.2 years old 39.3 years old 39.7 years old 40.5 years old

Length of service
Total 17.3 years 15.9 years 15.7 years 16.0 years 16.5 years
Male 17.1 years 16.1 years 16.0 years 16.3 years 16.6 years Excluding seconded persons
Female 17.8 years 15.0 years 15.0 years 15.2 years 16.0 years

Average salary

9,042,130 yen

9,431,304 yen

9,028,578 yen

8,574,848 yen

9,106,274 yen

No. of new recruits

Total 101 persons 94 persons 71 persons 63 persons 60 persons h " h
Recruits who will enter the company on
Male 59 persons 56 persons 37 persons 43 persons 44 persons April 1 of the following fiscal year
Female 42 persons 38 persons 34 persons 20 persons 16 persons
Turnover rate of recruits enrolled for 3.0% 45% 6.0% 4.5% 3.6% Recruits who entered the company on
three years April 1 three years ago
Employee turnover rate (total) 3.3% 3.6% 3.5% 4.8% 3.9% Including retired persons
No. of labor union members 3,012 persons 2,806 persons 2,728 persons 2,606 persons 2,484 persons 100% participation every year

Employment rate of people with
disabilities

2.0% (2.5%)

2.0% (2.6%)

2.0% (2.7%)

1.8% (2.7%)

1.7% (2.7%)

As of the end of March. The figures in
parentheses are calculated for special
cases in affiliated companies

Shionogi Smile Heart Co., Ltd. established
in April 2018 and certified as a special
subsidiary company in July 2018.

No. of female managers

40 persons
(63 persons)

39 persons
(68 persons)

37 persons
(71 persons)

40 persons
(74 persons)

48 persons
(85 persons)

As of April 1 of the following fiscal year.
The figure in parentheses is calculated for
domestic consolidated companies

Rate of female managers

9.9% (10.0%)

10.7% (11.4%)

10.4% (11.5%)

11.4% (12.4%)

14.0% (14.2%)

As of April 1 of the following fiscal year.
The figures in parentheses are calculated
for domestic consolidated companies.
Target: 15% (Domestic consolidation at
the end of March 2026)

Rate of female heads of organizations 8.6% 14.3% 12.7% 12.3% 18.4% As of April 1 of the following fiscal year
. 1/13 0/10 0/10 0/10 0/14 " . .
Rate of female corporate officers 77% 0.0% 0.0% 0.0% 0.0% As of April 1 of the following fiscal year
Rate of female members of the Board 16.7% 16.7% 40.0% 40.0% 40.0% As of April 1 of the following fiscal year
Information on Annual regular working hours for
labor management employees 1,852 hours 1,845 hours 1,837 hours 1,762 hours 1,680 hours
(Shionogi & Co., . The number of legal annual holidays based
Ltd) No. of paid holidays Up to 24 days Up to 21days Up to 21 days Up to 21 days Up to 21 days on the Labor Standards Act is up to 20 days.
Average No. of paid holidays taken by
employees 12.5 days 12.6 days 12.6 days 13.0 days 14.8 days
Acquisition rate of childcare leave
Male 24.2% 32.8% 41.1% 51.4% 57.4% Rate of employees who have taken child-
care leave during the fiscal year when
their baby was born
Female 100% 100% 100% 100% 100%  Target: 50% of male rate (at the end of
March 2026)
No. of employees who have taken
nursing care leave
Male 0 person 1 person 0 person 0 person 0 person
Total number
Female 2 persons 4 persons 1 person 1 person 0 person
No. of employees who have worked on
short work hours due to child rearing
Mal 1 1 1 2
ale person person person persons 0 person Total number
Female 119 persons 136 persons 130 persons 146 persons 55 persons
Volunteer leave 0 person 1 person 1 person 1 person 1 person
(Ljeave for bone marrow transplant 0 person 1 person 1 person 0 person 1 person
onors
Frequency rate 0.81 0.19 0.19 0.20 0.21
Severity rate 0.018 0.0002 0.0047 0.0049 0.0021
Legal vio\at_\ons with serious fines or 0 case 0 case 0 case 0 case OEm
other sanctions
Health Smoking rate 15.2% 14.2% 11.0% 7.1% 5.0%
(Domestic consoli-  Rate of stress check attendance 96% 95% 94% 94% 91%
dated companies) " icibation rate in a healthy walk 115% 415% 40.4% 31.4% 36.2%
Rate of health checkup attendance 100% 100% 100% 100% 100%
Rate of employees on leave due to 0.4% 05% 0.5% 0.6% 0.7%

mental disorders

Environment GHG emissions (Scope 1 and 2) 82,711 tons-CO2 82,209 tons-CO2 79,201 tons-CO2 84,164 tons-CO2 81,966 tons-CO2 Note 1
gnformation ab‘ou( Total energy consumption 314,1774MWh 299,760MWh 305,339MWh 335,548MWh 337,921MWh Note 2
lomestic consoli- - =
dated companies Water consumption (Thousand) 1,315m? 1,263m3 1,217m3 1,366m? 1,426m
only unless other- Amount of waste generated 3,824 tons 3,062 tons 4,180 tons 5,170 tons 5,766 tons
wise stated) Rate of reuse/recycling of plastic waste 13% 21% 21% 28% 25%
Compliance Number of disciplinary dismissals of
(Domestic consoli-  employees due to violations of laws for 0 case 0 case 0 case 0 case 0 case . y .
dated companies) _the prevention of corruption and bribery* *FCPAin the U.S,, Bribery Act in the UK,
- Unfair Competition Prevention Act in
Costs related to fines, punishments, and Japan, etc.
settlements of violations of laws for the 0yen Oyen Oyen Oyen 0yen !
prevention of corruption and bribery*
Other Market capitalization ¥2,170.5 billion ¥1,684.4 billion ¥1,854.6 billion ¥2,346.2 billion ¥1,837.2 billion Scope: Global
Scope: Global
. - p . . Excluding monetary contributions to
Donations ¥949 million ¥1,065 million ¥1,069 million ¥817 million ¥948 million political or trading organizations from
FY2022
Code of Conduct Rate of digital
— — 100% 100% 100%
signature ° § N Shionogi & Co., Ltd. and group companies
i ludi
Code of Conduct Rate of training _ _ 100% 100% 1000, CXClUdingsome

participation

Profit before tax ¥ 126,268 ¥ 220,332
Depreciation and amortization 16,351 17,165
Impairment losses 141 11,758
Finance income and finance costs (15,597) (71,461)
Decrease (increase) in trade and other receivables (43,417) 13,941
Decrease (increase) in inventories (7,133) (11,699)
Increase (decrease) in trade and other payables 11,686 7,738
Other 15,087 (32,245)
Subtotal 103,387 155,530
Interest and dividends received 24,807 49,716
Interest paid (87) (94)
Income taxes paid (39,324) (27,284)
Income taxes refund 13,286 —
Net cash provided by operating activities 102,068 177,867
Cash flows from investing activities
Payments into time deposits (260,380) (398,933)
Proceeds from withdrawal of time deposits 234,685 341,883
Purchase of property, plant and equipment (26,185) (11,858)
Purchase of intangible assets (5,379) (25,329)
Purchase of investments (139,396) (83,335)
Proceeds from sales and redemption of investments 99,511 125,974
Other 940 3,305
Net cash used in investing activities (96,204) (48,292)
Cash flows from financing activities
Repayments of lease liabilities (3,453) (3,158)
Purchase of treasury shares (14) (49,539)
Dividends paid (33,146) (36,142)
Capital contribution from non-controlling interests — 4,714
Other — 3
Net cash used in financing activities (36,615) (84,123)
Effect of exchange rate changes on cash and cash equivalents 8,998 9,352
Net increase (decrease) in cash and cash equivalents (21,752) 54,803
Cash and cash equivalents at beginning of period 276,173 254,420
Cash and cash equivalents at end of period 254,420 309,224

Shionogi & Co., Ltd. Integrated Report 2023

Note 1:Including Nanjing Plant (Nanjing Chang’ao Pharmaceutical Co., Ltd.). Emissions from UMN Pharma, Inc. and Nagase Medicals Co., Ltd. (currently Shionogi Pharma Co., Ltd., Itami Plant), which con-
stitute the boundary for SBT targets, included as of fiscal 2019. Scope 2 emissions are calculated using the market-based method.
Note 2: Including Nanjing Plant (Nanjing Chang’ao Pharmaceutical Co., Ltd.). Energy consumption by Nagase Medicals Co., Ltd. (currently Shionogi Pharma Co., Ltd., Itami Plant) included as of fiscal 2021.
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Performance and Data
Environmental Data

SHIONOGI calculates energy consumption and greenhouse gas (GHG) emissions using calorie conversion factors and CO2 emission factors for fuels, steam
and electricity used each fiscal year.
GHG emissions and energy consumption data in fiscal 2022 marked with M were subject to third-party assurance by KPMG AZSA Sustainability Co., Ltd.

Indicators Unit 2018 2019 2020 2021 2022
Total of Scope 1,2 and 3 (Location-based) tons-CO2 223,063 240,624 209,439 230,473 230,700
(Market-based) tons-CO2 217,924 232,355 203,048 226,362 223,077
Total of Scope 1 and 2 (Location-based) tons-CO2 87,850 85,208 81,730 88,275 89,589
(Market-based) tons-CO2 82,711 76,939 75,339 84,164 81,966
Scope 1 tons-CO2 41,349 37,519 37,537 41,264 41,376 V1
(Intensity per unit of sales) tons-CO2/¥1 million 0.1124 0.1125 0.1263 0.1231 0.0970
Greenhouse gas Scope 2 (Location-based) tons-CO2 46,501 47,690 44,193 47,011 48,212 V]
(GHG) (Intensity per unit of sale) tons-CO2/¥1 million 0.1264 0.1431 0.1487 0.1403 0.1130
Scope 2 (Market-based) tons-CO2 41,362 39,421 37,802 42,900 40,589 V1
(Intensity per unit of sales) tons-CO2/¥1 million 0.1124 0.1182 0.1272 0.1280 0.0951
Total of Scope 3 tons-CO2 135,213 155,416 127,709 142,198 141,111
Category 1* tons-CO2 105,692 103,838 90,753 71,462 80,608 V]
Category 2* tons-CO2 19,486 38,139 22,047 53,847 41,742 V]
Category 3 tons-CO2 2,798 5,732 5,710 6,424 6,468 V]
Other categories tons-CO2 7,237 7,706 9,199 10,464 12,293
Total energy consumption MWh 314,174 299,760 305,339 333,548 337,921 V]
(Intensity per unit of sales)  MWh/¥1 million 0.8538 0.8992 1.0275 0.9953 0.7920
Gasoline ki 1,598 1,382 779 798 716
Energy Other fuel oils (kerosene, light oil, heavy oil A) kl 87 49 64 28 31
consumption Liquefied petroleum gas (LPG) tons 830 580 347 301 277
Liquefied natural gas (LNG) tons 7,932 7,113 7,876 8,330 8,238
Town gas thousand Nm? 6,138 5,771 5,786 6,961 7,231
Electricity MWh 89,107 93,245 92,111 102,436 106,154
Steam MWh 0 4,406 8,159 5314 5,103

* Emissions are calculated using emission units that take into account consumption tax and local consumption tax from fiscal 2022. Accordingly, emissions before fiscal 2021 are recalculated using
emission units that take consumption taxes into account.

Calculation methods for environmental performance data

Boundary of calculation Scope 1and 2 SHIONOGI Group (excluding overseas Group companies [administrative offices]): SHIONOGI Group
companies in Japan and Nanjing Plant (Nanjing Chang'ao Pharmaceutical Co., Ltd.)
Scope 3 Category 1 Shionogi & Co., Ltd. and Shionogi Pharma Co., Ltd. (Shionogi & Co., Ltd. in fiscal 2018)
Category 2 SHIONOGI Group companies in Japan (Shionogi & Co., Ltd. in fiscal 2018)
Category 3 SHIONOGI Group companies in Japan (Shionogi & Co., Ltd. in fiscal 2018)
Other categories SHIONOGI Group companies in Japan (Shionogi & Co., Ltd. in fiscal 2018) (UMN Pharma, Inc. is not
included in Category 4 and Category 12 of the Other category)
Energy consumption SHIONOGI Group (excluding overseas Group companies [administrative offices]): SHIONOGI Group

companies in Japan and Nanjing Plant (Nanjing Chang'ao Pharmaceutical Co., Ltd.)

Calculation methods

Indicators Calculation methods

CO2 emissions resulting from fuel use

Calculation methods: Based on the “Greenhouse Gas Emissions Accounting and Reporting Manual (Ver. 4.9)" of the Ministry of the Environment and the Ministry of
Scope 1 Economy, Trade and Industry of Japan
CO2 emission factors: Based on the "Greenhouse Gas Emissions Accounting and Reporting Manual (Ver. 4.9)" of the Ministry of the Environment and the Ministry of
Economy, Trade and Industry of Japan
€02 emissions resulting from purchase of electricity and steam
Calculation methods: Based on the "Greenhouse Gas Emissions Accounting and Reporting Manual (Ver. 4.9)" of the Ministry of the Environment and the Ministry of
Economy, Trade and Industry of Japan
€02 emission factors:
Electricity (Japan) (location-based): National average emission factors from “Emission Factors by Power Suppliers (for the calculation of GHG emissions by specified emitters)
(FY2021 results)” published by the Ministry of the Environment and the Ministry of Economy, Trade and Industry of Japan (January 24, 2023, partially revised on May 26)
Electricity (Japan) (market-based): Adjusted emissions factors from “Emission Factors by Power Suppliers (for the calculation of GHG emissions by specified emitters) (FY
2021 results)” published by the Ministry of the Environment and the Ministry of Economy, Trade and Industry of Japan (January 24, 2023, partially revised on May 26)
Electricity (China) (both location-based and market-based): fiscal 2022: No. 43 National Grid Average Emission Factor (2022) in Climate Letter [2023] No.43 of Office of the
Ministry of Ecology and Environment of China /before fiscal 2021: Emissions Factors (2019) of the International Energy Agency (IEA) Steam (both location-based and mar-
ket-based): Emissions factors from the “Greenhouse Gas Emissions Accounting and Reporting Manual (Ver. 4.9)" of the Ministry of the Environment and the Ministry of
Economy, Trade and Industry of Japan
CO2 emissions from activities up to the manufacturing of raw materials, parts, purchased goods, and sales-related materials, etc. (hereafter goods purchased)
Calculation methods: Based on the “Basic Guidelines on Accounting for Greenhouse Gas Emissions Throughout the Supply Chain (Ver. 2.5)" of the Ministry of the
Environment and the Ministry of Economy, Trade and Industry of Japan, the emissions are calculated by multiplying the purchase price by the emission factor for
“"Pharmaceuticals” in “[5] Emission Factor Based on the Input-Output Table" in the “The Database on Emissions Unit Values for Calculation of Greenhouse Gas Emissions, etc.,
by Organizations Throughout the Supply Chain (Ver. 3.3)" of the Ministry of the Environment of Japan. The purchase price includes transportation costs associated with the
purchase of purchased goods and does not include amounts related to the purchase of services other than the above.
CO2 emissions resulting from the construction and manufacturing of own capital goods
Calculation methods: Based on the “Basic Guidelines on Accounting for Greenhouse Gas Emissions Throughout the Supply Chain (Ver. 2.5)" of the Ministry of the
Environment and the Ministry of Economy, Trade and Industry of Japan, calculated by multiplying the acquisition cost of capital goods by the emissions factor for “pharma-
ceuticals” in "[6] Emissions factor per unit price of capital goods" in the “The Database on Emissions Unit Values for Calculation of Greenhouse Gas Emissions, etc., by
Organizations Throughout the Supply Chain (Ver. 3.3)" of the Ministry of the Environment of Japan
€02 emissions resulting from procurement of fuels required for the generation of electricity purchased
Calculation methods: Based on the “Basic Guidelines on Accounting for Greenhouse Gas Emissions Throughout the Supply Chain (Ver. 2.5)" of the Ministry of the Environment
and the Ministry of Economy, Trade and Industry of Japan, calculated using 7. Emission Unit Values per Use of Electricity and Heat" in the "The Database on Emissions Unit
Values for Calculation of Greenhouse Gas Emissions, etc., by Organizations Throughout the Supply Chain (Ver. 3.3)" of the Ministry of the Environment of Japan
Total of Categories 4, 5,6, 7 and 12, excluding Categories 8,9, 10, 11, 13, 14 and 15 that are not included in our own corporate activities or are reported under other categories
Other categories Calculation methods: Based on the “Basic Guidelines on Accounting for Greenhouse Gas Emissions Throughout the Supply Chain (Ver.2.5)" of the Ministry of the

Environment and the Ministry of Economy, Trade and Industry of Japan

Scope 2

Category 1

Scope 3 Category 2

Category 3

Total calorie-converted values for purchased energy (gasoline, other fuel oils, LPG, LNG, town gas, electricity, steam)

Calculation method:

Fuelis expressed as the sum of calories calculated using calorie conversion factors under the “Ordinance for Enforcement of the Act on Rationalizing etc. Energy Use” con-
verted into MWh units with a rate of 3.6GJ per MWh. Note that calorie conversion factors disclosed by providers were used for town gas. Electricity is expressed as the sum
of purchase volumes (MWh) without conversion to primary energy.

Total energy
consumption

Gasoline Amount of gasoline purchased, including fuel for sales force vehicles
Energy Other fuel oils Amount of kerosene, light oil, heavy oil A purchased
consumption glssu(etfplchi petroleum Amount of LPG purchased from gas suppliers

I(.Ii_(':[\luGe)fied natural gas Amount of LNG purchased from gas suppliers

Town gas Amount of town gas purchased from gas suppliers

Electricity Amount of electricity purchased from power suppliers

Steam Amount of steam purchased from steam suppliers

Shionogi & Co., Ltd. Integrated Report 2023

Third-Party Assurance of Environmental Data

Independent Assurance Report
To the Representative Director, President and CEO of Shionogi & Co., Ltd.

We were engaged by Shionogi & Co., Ltd. (the “Company”) to undertake a limited assurance engagement of the
environmental performance indicators marked with “M" (the “Indicators”) for the period from April 1, 2022 to
March 31, 2023 included in its SHIONOGI INTEGRATED REPORT 2023 (the “Report”) for the fiscal year ended March
31,2023.

The Company's Responsibility
The Company is responsible for the preparation of the Indicators in accordance with its own reporting criteria (the
“Company's reporting criteria”), as described in the Report.

Our Responsibility
Our responsibility is to express a limited assurance conclusion on the Indicators based on the procedures we have
performed. We conducted our engagement in accordance with the ‘International Standard on Assurance
Engagements (ISAE) 3000, Assurance Engagements other than Audits or Reviews of Historical Financial
Information’ and the 'ISAE 3410, Assurance Engagements on Greenhouse Gas Statements’ issued by the
International Auditing and Assurance Standards Board. The limited assurance engagement consisted of making
inquiries, primarily of persons responsible for the preparation of information presented in the Report, and apply-
ing analytical and other procedures, and the procedures performed vary in nature from, and are less in extent than
for, a reasonable assurance engagement. The level of assurance provided is thus not as high as that provided by a
reasonable assurance engagement. Our assurance procedures included:
@ Interviewing the Company’s responsible personnel to obtain an understanding of its policy for preparing the
Report and reviewing the Company'’s reporting criteria.
® Inquiring about the design of the systems and methods used to collect and process the Indicators.
® Performing analytical procedures on the Indicators.
@ Examining, on a test basis, evidence supporting the generation, aggregation and reporting of the Indicators in
conformity with the Company'’s reporting criteria, and recalculating the Indicators.
@ Visiting the Tokushima Plant of Shionogi Pharma Co., Ltd. selected on the basis of a risk analysis.
® Evaluating the overall presentation of the Indicators.

Conclusion

Based on the procedures performed, as described above, nothing has come to our attention that causes us to
believe that the Indicators in the Report are not prepared, in all material respects, in accordance with the
Company'’s reporting criteria as described in the Report.

Our Independence and Quality Management

We have complied with the Code of Ethics for Professional Accountants issued by the International Ethics
Standards Board for Accountants, which includes independence and other requirements founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and professional behavior.
In accordance with International Standard on Quality Management 1, we design, implement and operate a system
of quality management including policies or procedures regarding compliance with ethical requirements, profes-
sional standards and applicable legal and regulatory requirements.

/s/ Shinnosuke Kayumi
Shinnosuke Kayumi, Director
KPMG AZSA Sustainability Co., Ltd.
Osaka, Japan

October 26, 2023

Notes to the Reader of Independent Assurance Report:
This is a copy of the Independent Assurance Report and the original copies are kept separately by the Company and KPMG AZSA Sustainability Co., Ltd.
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Performance and Data

Page* Term Explanation Page* Term Explanation

2 SHIONOGI SHIONOGI's corporate philosophy. Our basic 29 OTCdrugs General-use pharmaceuticals that can be pur-
Group Heritage  policy and the foundation that makes up the chased at a pharmacy, drugstore or other such

core of all of our activities. location without a prescription. OTC stands for

3 SHIONOGI SHIONOGI's vision for 2030 of “building innova- Over The Counter.

Group Vision tion platforms to shape the future of 33 CHAI Stands for Clinton Health Access Initiative. A
(2030 Vision) healthcare.” global health organization that works towards

4 HaaS Stands for Healthcare as a Service. Refers to the zz\:‘lnnegc?uenl‘l:izss zizerzﬁlie ;?ilnomf[_h?brggilsg?_
Provision of a range of healthcare services in ilness gating
line with customer needs, rather than only the :
provision of pharmaceuticals. 33  WHO Model Lists Refers to types of pharmaceuticals believed to

4 HIV franchise A product lineup that contains the anti-HIV of Es_se_n‘ual be required in order ta maintain modern
druas dolutegravir and caboteqgravir discovered Medicines healthcare standards as formulated by the
b SgHIONOG?as components 9 WHO. Contains approx. 300 pharmaceutical

Y P : articles as sample selections upon gathering

4 Royalties Usage fees received by a company in accordance important pharmaceuticals.

\r/\é?LTr;hfipagir:?i‘?;r:hetszstj)scelaof?niglrrégsgin 41 CDMO Stands for Contract Development and Manufac-
ropert rip hts heldgb that compan turing Organization. An organization for phar-
property rig y pany. maceutical development and manufacture on

7 Clinical trials Trials conducted to verify the effectiveness, safety consignment.
and (_)ther aspects of candidate compounds, 43  ADHD Stands for Attention Deficit/Hyperactivity
medical equipment, etc. as they apply to humans. Disorder

L Total care tcoar;eaf[?cr alll’;nve(?r;]‘cti\gve(jrgll Ehoasiils;l:gfécrfje:é?\% 46  Antigen tests Testing methods that detect particular proteins
care in aﬁdition o tlreatgr;nent P (antigens) on the target using antibodies of the

: target to be tested.

8  Wastewater Service for investigating the state of ;pread|ng 47 Qpex A biotechnology company working on the dis-
surveillance of local infectious diseases by detecting patho- Biobh | d devel p imicrobial
cervice gens in wastewater iopharma, Inc.  covery and development of new antimicrobials

: to combat drug-resistant bacteria.

8 Gammawaves A type of brain wave pattern thatis mainly 47 BARDA Stands for the Biomedical Advanced Research
involved in the state of alertness, advanced brain 2nd Development Authority. which is based in
activity, and the execution of cognitive functions. the US P Vi

2N Patent cliff E;iﬂ; t(e);Iacé)enr;ISr?{acgl;l:jaercrugielztsiigless \f\/ai‘tj;ed 48 100 days mission An international goal to achieve the practical
their generic counterparts once patents on the application of diagnostics, vaccines and thera-
former expire peutics within 100 days of WHQ's declaration of

pire. a "public health emergency of international

9 ViV A specialty pharma firm in the HIV infection concern.”

Il:iiresiltt:dcare gglrg?\;réglvested in by GSK, Pfizerand 48  KOTAI A biotechnology company established based on
: Biotechnologies, research results at Osaka University. As a group

10 Acuteinfectious Infectious diseases period between infection Inc. of experts in information analysis of immunity
diseases and the onset of symptoms is short and whose and protein structure, the company conducts

progress in symptoms is rapid. research and development in collaboration with

10 Three majorinfec- Refersto HIV/AIDS, tuberculosis and malaria, m:?ngzifzghﬁ:nsatr:ciLézeztgn|ver5|t|es, and phar-
tious diseases which are all global concerns. P i

10 Infectious dis- Includes infectious diseases, such as tuberculo- Rl Grunenthal A pharmaceu_‘ucal company focu_sed on pain

o ; - ) and related diseases working to improve the
eases requiring  sis, which affect a patient for several years after uality of life for beople around the world and
along period of  onset, infectious diseases with a long period ?ealizeya ain—freswc?rld by broviding innova-
treatment from infection to onset, such as HIV (human ) pa }abyp 9 ;

b o > . A ) tive therapies and cutting-edge technologies.
immunodeficiency virus), and infectious dis-

eases that are difficult to distinguish between 51  AllmInc. A Japanese medical ICT company that aims to
carrier and onset such as HBV (hepatitis B virus). eliminate disparities and mismatches in health-

11 GARDP Stands for the Global Antibiotic Research and ﬁgz:cgﬁoxglﬁatrzefggv”er of ICT and realize fair
Development Partnership. A Swiss-based NPO :
that develops new therapeutic drugs for infec- 62 CMO Stands for Contract Manufacturing
tions caused by antimicrobial-resistant bacteria. Organization.

11 MPP Stands for Medicines Patent Pool. Refers to an 62 Continuous A system through which raw materials or mix-
international non-profit organization established manufacturing tures thereof are continuously fed to the manu-
to improve access to medicines for infectious dis- facturing process, and homogeneous,
eases such as HIV/AIDS, tuberculosis and malaria. high-quality products are manufactured on an

12 TCFD Stands for Task Force on Climate-Related onglc_)mg ba5|s|thro%g:| prﬁducnon control _andl
Financial Disclosures. An organization estab- ?g:f:tyucrggtggsgzjegni;;ﬂs;g"fr:ga?ergogr?;iy
lished to consider climate-related information S stegm can be expected to vield shortergdével—
disclosures and financial institutions’ responses. Y ] P oY

opment times, higher efficiency through man-

21 AMR Stands for Antimicrobial Resistance. Indicates power- and space-saving, and advanced quality
the decreasing effectiveness or ineffectiveness assurance for pharmaceuticals.
of antimicrobial drugs. 66 MR Stands for Medical Representative. Personnel

23 Multi-drug A state in which numerous antimicrobial drugs who are in charge of medical information.
resistant have limited effectiveness or are ineffective. 80 EHS Stands for Environment, Health and Safety.

24 Small-molecule  SHIONOGI's proprietary internal drug discovery - -
drug discovery  system and expertise that enables us to bring 80 SBT Stands for Science Based Targets. Refers to sci-
engine forth innovative small-molecule pharmaceuti- ence-based greenhouse gas emission reduction

cals with speed and efficiency. targets consistent with the levels required by
the Paris Agreement, an international frame-

24 Bacterial library A stock of bacterial strains from past years that

are used in R&D for new antimicrobial drugs
and for other applications.

work for addressing climate change.
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* Indicates page where the term first appears.

Attestation of Validity

Noriyuki Kishida
Senior Executive Officer,

Senior Vice President,
Corporate Supervisory Unit

| ‘ On the issuance of the SHIONOGI Integrated Report 2023
SHIONOGI publishes its integrated reports to provide our stakeholders with a better
understanding of our efforts.

"SHIONOGI Integrated Report 2023,” our eighth edition issued, details efforts such
as "business transformation” and “structural and process transformation” to achieve
the medium-term business plan STS2030 Revision announced in June 2023, and
explains “SHIONOGI's employee transformation” from the perspective of human capi-
tal, which is the driving force behind these efforts, while incorporating it as a feature
article. Furthermore, with regard to our response to SHIONOGI's material issues, we
have devised the report’s layout so that stakeholders can see the Group's activities
over the medium to long term, such as showing the progress of major initiatives and
changes in indicators.

This report was produced with the cooperation of relevant organizations of

SHIONOGI, with the Sustainability Management Department, Corporate
Communications Department, and Corporate Planning Department playing a central
role in discussions. As the senior executive officer responsible for the production of
the report, | attest that the process of preparing the report is legitimate and that its

content is accurate.

SHIONOGI will continue to evolve and grow as a company that pursues innovation,
continuously challenges itself to create the future of healthcare, and contributes to
solving social issues on a global scale. We hope that this report will help readers to
better understand these efforts. We will continue striving to further enhance these
reports so they will serve as an aid in dialogues with our stakeholders. Please give us
your honest feedback and requests upon reading this report.

Engagement with Stakeholders

Approaching our diverse stakeholders

In order to reach out to a wide range of stakeholders, we
focus on proactively disseminating information to the press
and the public at large through our website, social media,
and a variety of other tools. We are also working to
enhance information for patients and their families, such as
updating disease knowledge, treatment and support infor-
mation on our website, and revamping various information
pages in conjunction with the announcement of STS2030
Revision.

Website X
https://www.shionogi. @SHIONOGI_JP
com/global/en/ SHIONOGI

YouTube Instagram

SHIONOGI @shionogi_official

SHIONOGI

IR activities

In fiscal 2022, in addition to the regular financial results
and the R&D Day, SHIONOGI held briefings on COVID-19-
related products and HIV business, which are in particularly
high demand, as well as briefings for individual investors.
Through these various briefings and releases, SHIONOGI
disclosed its strategies and progress toward achieving
STS2030 and other initiatives as appropriate. In fiscal 2022,
we also continued to actively engage in dialogue with
investors in Japan and overseas.

Major IR Activities (FY2022)

* Number of dialogues with institutional investors and securities ana-
lysts: 514, of which 194 were handled by the Chief Executive Officer
« Briefings for investors and securities analysts: 12

Number of dialogues with investors

(FY)

2020 45 101 248 507

2021 73 89 233 512

2022 110 98 222 514
(Dialogues) [0 100 200 300 400 500 600

Overseas investors (correspondence with the President)
I Overseas investors (correspondence with the Corporate Communications Department)
M Investors in Japan (correspondence with the President)
M Investors in Japan (correspondence with the Corporate Communications Department)
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Performance and Data

Corporate Information/Stock Information

Corporate Data (as of March 31, 2023)

Company Name Shionogi & Co., Ltd

Established March 17, 1878
Incorporated June 5, 1919
Paid-in Capital ¥21,279 million

Number of Employees

5,680 (Consolidated)

Fiscal Year-End March 31

Website

https://www.shionogi.com/global/en/

Stock Information (as of March 31, 2023)

Stock (Securities) Listings
Tokyo (#4507) (Shares listed in 1949)

Stock Status

Common Stock Authorized: 1,000,000,000 shares
Issued: 307,386,165 shares

(Including 10,080,279 shares of treasury shares)
Number of shareholders: 116,364

Shareholder Composition

National and local governments Financial

0%

43.01%
Other Japanese corporations

3.18%

Securities firms
3.36% h
Individuals

(Number of shares
held under own
name included)

17.91%

Shareholder
Composition
(As of March 31, 2023),

Foreign investors
32.52%

Note: Treasury shares included in Individuals.

Shionogi & Co., Ltd. Integrated Report 2023

Major Shareholders

institutions

Percent-
Number
N of shares| 29¢ @
ame e total
k) shares
(%)

The Master Trust Bank of Japan, Ltd. (Trust 57 487 19.33
account)
Custody Bank of Japan, Ltd. (Trust account) 24,189 8.13
Sumitomo Life Insurance Company 18,604 6.25
SMBC Trust Bank Ltd. (as a trustee for
retirement benefit of Sumitomo Mitsui 9,485 3.19
Banking Corporation)
Nippon Life Insurance Company 8,409 2.82
BANK OF CHINA (HONG KONG) LIMITED-
PING AN LIFE INSURANCE COMPANY OF 6,356 2.13
CHINA, LIMITED
STATE STREET BANK WEST
CLIENT - TREATY 505234 >023 168
JP MORGAN CHASE BANK 385632 4,822 1.62
Sumitomo Mitsui Banking Corporation 4,595 1.54
NORTHERN TRUST CO. (AVFC) SUB 4,190 140

A/C AMERICAN CLIENTS

Notes:

1. The Company owns 10,080,279 shares of treasury shares but the Company is

not included in the major shareholders listed above (top 10).

2. The percentage of total is calculated as the proportion of shares to 297,305,886
shares of total issued stock (excluding 10,080,279 shares of treasury shares).
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