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Appearance after Vision is realized

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-
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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

"W

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
SHIONOGI'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

Realizing our transformation

STS2030

Growth from transformation

STS Phase 1
('20-'24)

STS Phase 2
('25-'30)

Achieve 2030

Vision as a

New Plan

Realizing our transformation ‘

STS2030 Revision 2

Growth from transformation

HaaS* company

_____________________________

STS Phase 1

('20-'22) ('23-'25)

STS Phase 2

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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SHIONOG! 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 —

450 —

300 —

150 —

Accomplishments

Net sales (left axis)
M Operating profit (left axis)

2000 2001 2002 2003 2004

First Medium-Term

Business Plan
(FY2000 - FY2004)

Focus on pharmaceutical business
—Establishing a foundation

® Establishing a foundation
o Transferred/sold drug wholesaling,

agrochemical, clinical laboratory, indus-
trial chemicals, and capsule businesses

and focused on prescription drugs

= R&D

o Established overseas joint venture
Shionogi-GlaxoSmithKline
Pharmaceuticals, LLC (present-day
Shionogi-ViiV Healthcare LLC) and
launched joint R&D of anti-HIV agent

® Qverseas business

o Established foundation for global devel-

opment (established Shionogi Inc.)

-+ Operating profit margin (right axis)

2005 2006 2007 2008 2009
JGAAP

Second Medium-Term

Business Plan
(FY2005 - FY2009)

Expansion of R&D and establishment
of global structure
—Accelerating progress

: m Clarifying target areas

i o Strengthened the two areas of meta-
bolic diseases and pain, in additionto ~:
infectious diseases, another SHIONOGI
strength, grown to a level where we
can establish a pipeline

® Establishing strong sales
i » Developed Crestor into a key product
with domestic sales of ¥23.0 billion

i m Overseas business

i » Obtained U.S. sales network through

i the acquisition of Sciele Pharma, Inc.

e Conducted joint development of anti-
HIV drug with GSK

2010 2011 2012 2013

Third Medium-Term

Business Plan
(FY2010-FY2013)

Toward global growth
—SONG for the Real Growth

development (Phase 3 clinical
trials)

¢ ¢ Discovered 12 development

products and obtained PoC for
at least 50%

® Japan business
i ® Grew 8 strategic products and

improved the sales ratio

o (restor and Cymbalta obtained

the number-one market share

® Qverseas business
i o Launched Osphena :
i @ Introduced to Europe and China :

{ ® Earnings structure
i ® Revised agreements for out-i-

censed products

o Strengthened cost-control

capabilities

2014 2015 2016 2017 2018 2018 2019

Fourth Medium-Term

Business Plan
(FY2014-FY2019)

Grow as a drug discov-
ery-based pharmaceuti-
cal company
—Shionogi Growth Strategy
2020

Grow sustainably as a
drug discovery-based
pharmaceutical company
contributing to a more
vigorous society through
improved healthcare KPIs

—Shionogi Growth Strategy
2020

= Growth centered on new drugs = We accomplished the following regarding the 4th
o Implemented in-house global

Medium-Term Business Plan (5G52020) and achieved
the main KPIs given in SGS*'2020 (ordinary profit, effi-

: ciency KPI, and shareholder return KPIs)

= Continued launch of internally-discovered products

i @ Xofluza, Mulpleta, Symproic, cefiderocol, cabotegravir

= Strengthening of business operations

 Improvement of cost management

i @ Global development of all internally-discovered products,
launches in overseas markets

*1 SGS stands for Shionogi Growth Strategy.

Issues

 Response to the volatile drug industry

o Establishing a second and third target
area in addition to the infectious dis-
ease area

i o |dentifying research seeds and expand-
i ing early phase drug discovery programs :
¢ e Improving clinical predictability

¢ e Quickly formulating strategies and

¢ making decisions related to global

i development

i Achieving sales targets and adjusting
i sales expenses

i @ Reducing indirect division costs

i @ The speed at which the value of

new products is maximized
remained an issue

o The U.S. business was still

unprofitable

o New products (Cymbalta,

Mulpleta, Actair, and Osphena)

were capturing market share at

too slow a pace

* Stagnant per-employee operat- :

ing profit (excluding royalties)

i m Maximize value of new products

i ® (ymbalta and Intuniv have achieved growth, but targets

¢ are unmet

¢ o Issues with information provision concerning Xofluza

i have emerged (insufficient marketing capabilities overall)
= Grow overseas businesses

i e US business: Targets not met for strategic products
(Osphena, Symproic)

i @ Still in process of establishing business infrastructure for
the EU and China

: ® Improve per-employee productivity

Shionogi & Co., Ltd.

Integrated Report 2023



(%)

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
e Concluded marketing partnership agreement for insomnia treatment app
® Began wastewater surveillance service
e Launched sales of gamma wave sound care kikippa
® Governance enhancement
o Implemented new internal decision-making process
e 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)
B e e 31.6% 33.0% 37.1% (Over 30%)
g margin
O Overseas revenue ratio 16.2% 22.3% 16.9% (Over 25%)
Il eeama: 7% 73% 61% (Over 60%)
pipeline ratio
& EPS ¥365 ¥378 ¥619 (Over ¥370)
o
= c
2 5 poE 41% 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
® | essons 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

e 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
4 New products/New businesses
COVID-19 treatments
HIV royalty income
FY2022 FY2025 FY2030
C 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.

C 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 access to healthcare” as social issues to be addressed. We
issues: “create value by solving healthcare social issues,” will provide solutions for diseases posing a large threat to
“reduce negative impacts on customers and society," and society and QOL diseases with a high social impact.
“support the realization of a sustainable society and the This requires transforming into an organization to create
growth of SHIONOGI" with our basic policy for business new value and transition into a further growth phase. In
growth set as “achieve global top-line growth especially in addition to clarifying our “focus strategies” such as global
the infectious disease area and establishment of growth strategies and investment/financial strategies, and acceler-
drivers through aggressive investment.” ating “transformation initiatives” to realize them, we will

In creating value by solving healthcare social issues, we respond to various issues related to sustainability through
have identified “protect people from the threat of infectious dialogue with stakeholders and strengthen ESG manage-
diseases,” “contribute to a healthy and prosperous life,” ment, which will lead to a stronger company platform and
“contribute to sustainable social security,” and “improve contribute to a sustainable society.

® Achieve global tc_')p-l_ine growth and es_tablishmer?t of g_rowtl'? drivers
through aggressive investment, especially in the infectious disease area

Social issues to be addressed, etc.

Foundations that support the reali-

Create value by solving healthcare
zation of a sustainable society and

T Reduce negative impacts on
social issues

customers and societ

(Contribute to solving healthcare-related social issues) y the growth of SHIONOGI

* Protect people from the threat of  [Jp.44 * Protect the environment LJprso * Secure human resources to Lpres
infectious diseases « Respect human rights Op79 support growth

* Contribute to a healthy and 0rs0 « Supply socially responsible Op7s « Strengthen supply chain Lr77
prosperous life products and services - management

« Contribute to sustainable social [Jps4 * Ensure compliance [Jpros
security « Strengthen governance Dps7

Improve access to healthcare

( Grow new products

Develop products and services Growth of existing assets

Planned market launches up to Planned market launches after ® Xofluza
fiscal 2025 fiscal 2026 o efeEees]
* Resiniferatoxin (pain associated with * Olorofim (invasive aspegillosis) e naldemedine

SgeRniLg +5-337395 (RSV infections) X « Xocova X
L4 i i * .

atolmilast (fragile X syndrome*) +5-309309 (obesity) otc.

¢ Daridorexant (insomnia) +5-151128 (pain)
* 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 _ Platform services
into a ¥100 billion business business business

* Genetic central neurological diseases exhibited by Autism Spectrum Disorder.
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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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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
¢ of acute infectious diseases

. Further handle serious infectious
: diseases that include AMR bacteria

Initiatives

¢ Initiatives targeting mycobacterium
¢ tuberculosis (TB)/ Nontuberculous
mycobacterial (NTM) diseases

Indicators

Initiatives targeting HIV infections

. Building and bolstering a vaccine
i business

¢ Initiatives targeting malaria

Providing products and services for acute infec-
tious diseases

Number of acute infectious disease-related pipelines: 4 products
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-
eases requiring a long period of treatment

vaccine

Number of HIV-related products in pipeline: 1 product
Further contributing to improvement of QOL with cabotegravir
Developing antimycobacterial disease drugs, antimalarial drugs and a malaria

Building a vaccine business

Providing a COVID-19 vaccine
Establishing vaccine manufacturing facilities

Infectious diseases that threaten society

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

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



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

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

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

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

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

Cultivate new markets that address unmet needs
* Provide new solutions for HIV infections

* Develop a new therapeutic drug (olorofim) for fungal infections
with high mortality rate
* Research and develop new treatments for infectious diseases

with strong unmet needs (tuberculosis, malaria, nontuberculous
mycobacterial (NTM) diseases, etc.)

Grow vaccines into the next earnings driver as a core business

e Launch COVID-19 and influenza vaccines

* Expand business globally, including Asia

* Establish new technologies that become strengths (nasal, universal
vaccines, 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

)

BUIGERISIASSS portf.ollo t.hat SHoE Build a sustainable business model Build a disease portfolio
affected by epidemics

Realize total care platform for acute
infectious diseases

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 } --------- - *RSVinfections
i etc
— . . Exacerbation suppression
Epidemic forecasting Prevention Treatment Atereffect suppression
Example initiative, Provide wastewater 3 Out-license S-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. SHIONOGI 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-
nue due to increase in
share of LA formulation

Restart growth through steady
spread of LA formulation

Increase in revenue

’L\ * */

w
£ through robust spread of New scenario
S oral two-drug regimen
£ and LA pharmaceuticals
=) [
©
5| A——
= — 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
« 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

) C u.Ss. )

Japan

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

¢ Build optimal sales organiza-
tion to market Xocova
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¢ Provision of additional sup-

. port and new treatment

: options for psychoneurolog-
. ical disease patients
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Contributing to a Healthy and Prosperous Life

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

active lives

Contribution to a society in which everyone can live longer, more fulfilling, and more

Issues/Needs

: Provision of treatment

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

Initiatives

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

Indicators

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

e 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
(pediatric)

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

HaaSs 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.

* 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
with various reported issues (interrupted sleep,

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. SHIONOGlI 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

*S-875670
COVID-19 nasal
vaccine

*S-540956
Nucleic acid adjuvant

*S-554110
Nontuberculous
mycobacterial
infection

Out license

*S-337395
RSV infections

*S5-892216
COVID-19
Therapeutics

*S-365598
HIV infection

*1,*3 Phase 2/3, Phase 3 in progress

*2 South Korea

Phase 2 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)
*S-555739 * baloxavir
(asapiprant) Influenza virus infection

Treatment by suppress-
ing aggravation of
COVID-19

(children under 1 year old)

*4 Japan and Taiwan

*5 Taiwan

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

*5-540956
Nucleic acid adjuvant

*S5-109802
Post-stroke spasticity

Out license

*1 Global Phase 2b in progress
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*S-151128
Chronic pain

*S-588210
Solid tumor

*S-723595
Type 2 diabetes

*2 Phase 1b/2 in progress

Phase 2

*S-309309
Obesity

*S-531011*2
Solid tumor

*BPN14770
(Zatolmilast)
Alzheimer's disease

*S$-588410

Bladder cancer

*S-588410
Bladder cancer

*S5-488210

Head and neck squamous cell
carcinoma

Integrated Report 2023

*3,*4 Phase 1/2 in progress

*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

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)

: Global development

*S-812217
(zuranolone)
Depression

* GRT7039

(resiniferatoxin)
Pain associated with osteoar-
thritis of the knee

* BPN14770*5
(zatolmilast)
Fragile X Syndrome

*SDT-001
Inattentive ADHD (pediatric)

*S-588410
Esophageal cancer

*SR-0379
Cutaneous ulcer

*5 Phase 2b/3 in progress



HaaS business list

Name of Product/Service

Summary of Product/Service

Products and
services currently
offered

Wastewater surveillance service

Visualization of infection risks through early detection of infec-

tious diseases, epidemic forecasting, and understanding of

mutant strains.

AdvanSean el

kikippa

Using gamma wave sound to improve quality of life for the

elderly.

HywBEIFTT

kikippa

Elementary and junior high school
class management support system
Yui-EN

Supporting classroom management by proposing teaching
methods suited to individual students and sharing them with

other teachers.

Yui Connection

Products and
services under
development

SDT-001

Game-based digital therapy app for improving inattention

symptoms in pediatric ADHD.

App for insomnia disorders

App for the treatment of insomnia disorders.

VOICE

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

Shionogi & Co., Ltd.
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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.

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

Ideal State

Issues/Needs

Develop mechanisms that
¢ enable appropriate care to be

: Develop solutions for dis-
¢ eases with a large social

: Balance value of innova-

e . : . : Foster awareness of
¢ tion with social security

¢ self-medication

i costs : impact : provided to people in need
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%
Developing innovative therapies Dps2 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
Promoting proper use Providing information for proper use and understanding diseases (proper use,
disease awareness, CBF*)
Enhancing stewardship activities at medical institutions
* Initiatives to remove barriers to drug administration in the hearing and/or visually impaired
Improving affordability 0Jpss 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
Strengthening healthcare systems Jpss 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

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
In developed countries, medical finances are expected to to a healthy and prosperous life by providing innovative

tighten further due to the advancement of aging societies solutions that meet unmet needs as a material issue. At the

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

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,


https://www.shionogi.com/global/en/sustainability/improve-access-to-healthcare/healthcare-systems.html
https://www.shionogi.com/global/en/sustainability/improve-access-to-healthcare/proper-use.html

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)

9INiN4 3yl Ul [HONOIHS i

e Partners: GARDP and CHAI

¢ Solution: Cefiderocol

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

HIV

¢ Partner: ViiV
* 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

(LICs/LMICs: 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.

Creating value by changing our “structure,”
changing the “process” that moves the struc-
ture, and developing “human resources” that
can operate the process

Shionogi & Co., Ltd. Integrated Report 2023

Basic policy for building a company platform

Key strategic
priorities

A high-productivity
Transformation

organization that :
actions

creates new value

Strengthening
management and
ESG focus




e Investment and financial
strategy

® Global growth strategy

® Key actions to win in the global
competition (speed, corporate
functions, DX transformation)

® Strengthening human
capital management

® Growing in harmony with
society while considering
the environment and human
rights

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 Core operating ¥110.6 billion Y1585 billion _
profit
Core operating 33.0% 37.1% -
profit margin
Equity attributable to A . - —
owners of parent ¥846.1 billion ¥975.7 billion  ¥1,100.0 billion EBITDA — _ ¥200.0 billion
Overseas revenue
ratio 22.3% 16.9% —
(excludi Ities)
CHpant @a ¥76.2bilion  ¥2544bilon  ¥309.2 blion e L
equivalents 50%
Overseas sales ina f
CAGR — — (starting from
FY2022)
Ratio of equity Internally-
attributable to owners of 84.7% 84.8% 83.9% discovered 73% 61% _
parent to total assets pipeline ratio
EPS ¥378.75 ¥621.31 Over ¥600
Payout ratio 29.6% 30.4% 21.7% DOE 3.8% 3.9% 4%
ROE 12.5% 17.8% Over 14%

Shionogi & Co., Ltd. Integrated Report 2023



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 S-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

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

Total shareholders’ return (TSR)

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
capital policy appropriate for the business environment.

(%) ) ) )

500 = Shionogi & Co., Ltd. == TOPIX == TOPIX (Pharmaceutical)

400 M~

300 A NS rJ\/j

F/\/\/ \//\/ Vv
200 W
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. TSR is 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

(yen) i g 150
150 M Mid-year M Year-end (o)
i
1 1
1 1
1 1
o 1 1
T 100 103 108 P
= 94 7 Lo
— 1 1
8_ 7 82 (planned): :
S 62 ; o
5 1 1
gz .20 46 2 44 20 D
o 28
22 24 Lo
1 1
1 1
0 [
Fiscal year 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Amount s - - - - - i~ ¥75 billion
easury acquired - ¥30 billion - ¥35 billion | ¥29.4 billion | ¥50 billion ¥50 billion ¥50 billion - ¥49 4 billion (upper limit)*?
shares - |Numberof | B . 22million | Smillion | 735 million | 5.2 million . . 42milion | 123 millon
*1
canceled shares shares shares shares shares (upper limit)*
DOE (%) 35 3.7 4.1 45 46 38 4.0 4.1 3.8 39 4.0 (forecast)
ROE (%) 9.2 94 13.6 16.3 19.4 17.8 15.5 13.9 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.

Shionogi & Co., Ltd.
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*2 Acquisition period: August 1, 2023-March 31, 2024



( 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.

VOICE
Message from the Head of Business Administration Office

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

| 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
Takuu Fujlwara been done in the past and overcoming one problem after another through teamwork.
Head of Business

Administration Office
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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

* 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

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

( Points to strengthen in global supply chains

Improvement of global supply speed and capability

« Establishing a global network with preferred CMOs and suppliers

Establishment of a sustainable distribution system

Sustainable procurement that takes into

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

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

Pursuit of quality and efficiency

for acute infectious disease drugs

« Effectively utilizing medical resources (encouraging waste
reduction)
« Stable supply of antibacterial drugs within Japan

Increasing global supply speed and capacity

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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by promoting DX

* Fostering a Quality Culture
« Refining production planning through DX
* Advances in continuous manufacturing technology

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.



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

Naldemedine
Japan, U.S., Europe = China

Olorofim
Japan, Europe, China

Zatolmilast
U.S. — Europe

Vaccines
Japan — ASEAN

Infectious diseases Quality of life diseases

with high social impact

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

Providing vaccines
mainly in Asia

l Providing Xocova,
cefiderocol
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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
SHIONOGI'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.

SHIONOG! 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, SHIONOGI 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

>
(@) sHionoal >< accenture

hd v/

Shionogi Business Partner Co., Ltd.

Opportunities
provided to
employees to refine
their expertise and
increase market value
in an environment
dedicated to
operations

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
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SHIONOGI in the Future
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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.

Ideal State

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

Issues/Needs

¢ Advance educational pro-

i grams that encourage auton-
¢ 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

: Maintain and improve the

¢ health status of each

: employee through the pro-

: motion of health manage-

i ment, so that they can

{ maximize their potential and

i and flexible work styles

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
strengths

Strengthen monitoring of human development systems
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

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

[QEIENEED Establish a human resource portfolio management system

® Visualize capability requirements for ® Promote Human Capital Dashboard
each organization building by integrating human

© Promote internal human resource resource management systems
mobility

® Formulate the SHIONOGI Way

Develop
exceptionally
talented human

Cumulative total of education and training expenses: 518 million yen

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

[QEIERED 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

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

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

® Introduce telecommuting on a pilot  ® Introduce a flextime system and © 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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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
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Companywide training measures (by level, including selective)

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

‘ ‘ M Business 30.7%
‘ Language study 254%
Specialties (by occupation) 14.3%

1 Information and ethics 10.8%

B Communication 7.2%

M Self-management 6.9%

3.4%
1.3%

Mathematics and statistics
M Other

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
Management
Seminar

SHIONOGI Basic Training
(mandatory training)
Human resources system, compliance,
mental health, D&I

Senior
management

candidates
Basic business skills

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

Early-stage
management
candidates

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

Division and
organization
heads’
seminars

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

Selective education measures



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-
jous 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

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

SHIONOGI 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

Hirofumi Nagatome

Human Resources Department
general manager

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
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 A e e Contribute to society
of diversity

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.

Integrated Report 2023
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NIl 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)

Rate of female employees occupying management
positions: at least 15%

(%)

2
15 142
12.4
14 15

10 100

5

0

2018 2019 2020 2021 2022 (FY)

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)
Male childcare leave utilization rate: at least 50%,

with at least 25% taking 14 or more days

(%)

100 . . . . .
100.0 100.0 100.0 100.0 100.0
75
57.4
50 o4
41.1
328 327
25 '
| g
24.2
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.


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

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,”
SHIONOGI 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
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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
5 g2

14.2
11.0
10
7.1

5 5.0
0 ¥

2017 2018 2019 2020 2021 2022 2024 (FY)

Yuichi Okamoto

Shionogi Health Insurance
Association
Managing director

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
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
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”.

Shionogi & Co., Ltd. Integrated Report 2023
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