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Executive Summary




Executive Summary (1/3)

Neglect of Directors’ Duties (Failure to Exercise the Duty of Due Care)

B In August 2025, We Submitted a Request to Inspect Litigation Records to the Public Prosecutors Office and Obtained the Written Statements Given in 2020 at
the Tokyo District Public Prosecutors Office by Current CEO Edahiro and COO Umada Regarding the JCHO Bid-Rigging Case

— These written statements bear the signature and seal of the deponent and are formal documents treated as legal evidence by the court

B The Written Statements record That Top Management Themselves Regarded Misconduct as a “Necessary Evil” and That the Organization as a Whole
Strategically Tolerated and Got Involved in Violations of Laws and Regulations

— Both CEO Edahiro and COO Umada testified that similar bid rigging had occurred even before the JCHO bid-rigging case
— CEO Edahiro testified that, to secure sales and profits, he strategically tolerated bid rigging and took no corrective action

— COO Umada testified that he not only tolerated bid rigging and took no corrective action, but also personally engaged in the misconduct in the past

B Statements Show That Directors, Including Mr. Edahiro and Mr. Umada, Previously Breached Their Duty of Due Care Breach of the Obligation to Establish Internal
Controls : Despite having formulated internal recurrence prevention measures after the 2003 bid-rigging sanction, bid-rigging occurred in quick succession in the JCHO and NHO cases

— Breach of the Duty to Monitor : Although Mr. Edahiro and Mr. Umada were aware of bid-rigging prior to the JCHO case, they took no corrective measures

— Breach of the Obligation to Preserve the Value of Subsidiary Shares : In the JCHO and NHO bid-rigging cases, significant losses were incurred through surcharges and settlement payments
to Toho Pharmaceutical, a subsidiary of Toho HD

B There is a Risk that Directors may be Neglecting Their Duties (Failure to Exercise Duty of Care) in the Ongoing Process, and There are Concerns about the
Recurrence of Scandals in the Future

— Even when undisclosed scandals in subsidiaries are suspected, Toho HD makes no effort to conduct fact-finding or root-cause investigation
— Despite exposed organizational scandals, Toho HD refuses third-party fact-finding and recurrence prevention measures

B Since a short one and a half months after we shared The Written Statements indicating a breach of the duty of due care and duty of loyalty with Toho HD, a
takeover defense plan was introduced and we were informed that we have a "short-term capital gain objective,” we are disclosing this information so that our
views can be properly understood by our shareholders



Executive Summary (2/3)

Pathology of Toho HD and the Cycle of Corporate Value Destruction (1/2)

B The Pathology Behind Toho HD's Failure to Exercise the Duty of Due Care and Disregard of Directors’ Duties : Culture of Concealment and Escape into
Formalistic Responses

- Matters Demonstrating the Pathology of a Culture of Concealment:
v (LDEndorsement of Misconduct as a “Necessary Evil”: Organizational endorsement of misconduct as a “necessary evil” for business continuity and the company

v (2)Rejection of “Objective Review” of Misconduct: Even the outside directors responsible for overseeing management have refused to investigate misconduct, and the
management team has rejected third-party fact-finding and root-cause investigation

v' (3Disregard of Misconduct and False Explanations to Shareholders: At the previous annual general meeting, management hid from shareholders the written statements showing
their involvement in and tolerance of scandals and provided false explanations

- Matters Demonstrating the Pathology of Escape into Formalistic Responses:

v (DRecurrence Prevention Measures as a “For the Authorities” Ritual: Recurrence prevention measures for past scandals have been performed as rituals to show “we responded,”
not to change the status quo

v (2Alibi-Making Through “Findings Without Investigation”: Even the special committee for governance enhancement has refused to consider fundamental reforms and has
focused only on drafting formalistic recurrence prevention measures




Executive Summary (3/3)

Pathology of Toho HD and the Cycle of Corporate Value Destruction (2/2)

B Toho HD's Pathology Has Created a Value-Destructive Negative Cycle
(Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement)

- Matters Demonstrating Dependence on Misconduct:
v" (DRepeated bid-rigging: bid-rigging was exposed in 2003, 2019, and 2021, and recurrence prevention measures were formulated each time, yet scandals continue to recur

v @Involvement in improper transactions showing excessive deference to customers: blind subordination to customer demands, involvement in improper transactions in the Nihon
University case that other companies refused

v (3Endorsement of misconduct by top management as a “necessary evil”: Toho HD continues to tolerate industry-embedded bid-rigging as a “necessary evil” and engaged in improper
transactions such as excessive deference to customers in violation of compliance

- Matters Demonstrating Abandonment of Bargaining Power:
v (DAbnormal business practices that amount to surrendering pricing power: Toho HD continues to do business while accepting abnormal practices that abandon its right to set prices

v (lrrational operations driven by excessive deference to presumed customer wishes: Toho HD has abandoned efforts to strengthen its bargaining power, endorsing excessive deference
to customers and continuing irrational logistics operations

- Matters Demonstrating Resignation from Improvement:

v (DLong-standing disregard of government corrective recommendations: Despite repeated government calls to improve abnormal business practices and irrational logistics operations,
Toho HD continues to abandon any corrections

v' (2)Resignation at the frontline toward making improvements: Given employee reviews and the findings of the special committee on governance, it is clear that even frontline staff have
accepted the status quo and given up on improvement

v (3Prolonged decline in gross margin and failure to take actions on a low-margin, high-volume model: The gross margin has continued to decline over many years, and CEO Edahiro has
effectively accepted this situation
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In August 2025, We Submitted a Request to Inspect Litigation Records to the Public Prosecutors Office and Obtained the Written

Statements Given in 2020 at the Tokyo District Public Prosecutors Office by Current CEO Edahiro and COO Umada Regarding the
JCHO Bid-Rigging Case'

G
(% Written Statement of CEO Edahiro 'z Written Statement of COO Umada
B In connection with the alleged violation of laws and regulations concerning the B In connection with the alleged violation of laws and regulations concerning the
JCHO bid-rigging case, the suspect, Mr. Edahiro, made statements to the Public JCHO bid-rigging case, the suspect, Mr. Umada, made statements to the Public
Prosecutors Office regarding the outline and background of the case, the existence Prosecutors Office regarding the outline and background of the case, the existence
of similar cases, his own involvement, and the status of initiatives for preventing of similar cases, his own involvement, and the status of initiatives for preventing
recurrence recurrence
Case 2020 (Tokuwa) No. 3100 Case 2020 (Tokuwa) No. 3100
Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and
Maintenance of Fair Trade Maintenance of Fair Trade
: ‘ | ‘i— ‘i" | = l ‘;5 =0l | |
' }r B | ir eoeo ‘ E | : e o o .

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada
Note: [1] This case concerns joint bidding for pharmaceuticals conducted by the Japan Community Health care Organization (JCHO), in which four major pharmaceutical wholesalers, including Toho pharmaceutical, were accused by the Japan Fair Trade

Commission of violating the Antimonopoly Act and were subject to surcharge payment orders and other dispositions, on the grounds that they had discussed and agreed in advance on the market share of orders, successful bidders, and prices for the bids in 7
2016 and 2018



These Written Statements Bear the Signature and Seal of the Deponent and Are Formal Documents

Treated as Legal Evidence by the Court

A Written Statement Is a Document Prepared under the Formal Procedures Set
Forth in the Code of Criminal Procedure

CEO Edahiro and COO Umada Acknowledge the Written Statements
as True by Signing and Sealing Them

B The written statements accurately record the testimony of suspects and
witnesses, and the contents have been confirmed by the witnesses
themselves to contain no errors

“When the written statement described in the preceding paragraph has been
prepared, it shall be shown or read to the suspect, and the suspect shall be
asked whether there are any errors. If the suspect requests any additions,
deletions, or corrections, such statements shall be entered into the record.

If the suspect states that there are no errors in the record, the suspect may be
requested to sign and seal it. However, this shall not apply if the suspect refuses
to do so.”

Article 198, Paragraphs 4 and 5 of the Code of Criminal Procedure

B A written statement signed or sealed may be admitted as evidence

“A written statement prepared by a person other than the defendant, or a
document recording that person’s statement bearing the signer’s signature or
seal, (omitted) may be admitted as evidence'.”

Article 321, Paragraph 1, Main Clause of the Code of Criminal Procedure

Source: Article 198, Paragraphs 4 and 5 of the Code of Criminal Procedure; Article 321, Paragraph 1, Main Clause of the Code of Criminal Procedure; Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private

Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada

Note: [1] We Have Already Obtained the Written Statements -Prepared by the Prosecutors and Signed and Sealed by CEO Edahiro and COO Umada, Which Constitutes a “Document Admissible as Evidence” under Article 321, Paragraph 1 of the Code of Criminal8

Procedure



The Written Statements record That the Executives Themselves Regarded Misconduct as a “Necessary Evil” and That the

Organization as a Whole Strategically Tolerated and Got Involved in Violations of Laws and Regulations (1/2)

CEO Edahiro Testified that, to Secure Sales and Profits, He Strategically Tolerated Bid-Rigging and Took No Corrective Action

Written statement by Mr. Edahiro from the prosecutor’s questioning regarding JCHO

“Even | myself, as Representative Director and President, although | assumed that Toho
pharmaceutical was probably engaging in bid coordination and similar practices with competitors
at the time of bids or competitive quotations, did not directly instruct the personnel in charge of
CEO Edahiro Pidding or their supervisors to refrain from such bid coordination, nor did | take any decisive
measures to prevent such conduct, because | prioritized the desire to secure Toho
Pharmaceutical’s sales and profits and to maintain its order share.”

“In the pharmaceutical wholesale industry, which is often described as a low-margin, high-volume
business, | believed that the quickest way to secure sales and profits was to continue existing
trading relationships in pharmaceuticals and to maintain so-called cho-ai (preferred transactional
relationships). | also thought it was only natural that, for that purpose, there would be cases
where bid coordination and similar practices would be necessary.”

“At those meetings, | exchanged suggestive remarks with executives of competing companies,
saying things like, ‘Let’s continue to cooperate going forward.’ | understood such words to
include the meaning that, at the time of pharmaceutical purchasing bids and the like, we would
each yield where appropriate so that everyone could secure sales and profits, and that we would
coordinate orders among ourselves to manage things smoothly, and | responded accordingly.”

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro



The Written Statements record That Top Management Themselves Regarded Misconduct as a “Necessary Evil” and That the

Organization as a Whole Strategically Tolerated and got Involved in Violations of Laws and Regulations (2/2)

COO Umada Testified that He Not Only Tolerated Bid-Rigging and Took No Corrective Action, but Also Personally Engaged in the Misconduct

Written statement by Mr. Umada from the prosecutor’s questioning regarding JCHO

“In the past, | saw and heard situations in which other sales personnel at our company engaged in
order coordination with sales personnel of competing pharmaceutical wholesalers at the time of
bids or competitive quotations, and although the number of instances was small, | myself also had
COO Umada experiences of directly participating in such order coordination.”

“Although | assumed that sales personnel of each pharmaceutical wholesaler were coordinating
orders among themselves, | prioritized our company’s sales, profits, and order share and

therefore deliberately refrained from instructing my subordinates to stop such order
coordination, effectively condoning it.” e Lo BATL s, Ban, c, TG

R

This New Fact Shows that the Misconduct Was Not Limited to the Front Line but Was an Organizational Problem Stemming
from Decisions and Lack of Control of Executive

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of COO Umada

10



The Written Statements Also Indicate that Similar Cases to the JCHO Bid-Rigging Incident Had

Occurred in the Past

Both CEO Edahiro and COO Umada Testified that Similar Bid-Rigging Had Occurred Even Before the JCHO Bid-Rigging Case

Written statement by Mr. Edahiro from the prosecutor’s questioning regarding JCHO

“As someone working in the pharmaceutical wholesale industry, from the time of the 2016 JCHO cruems oo csenp

tender and the 2018 JCHO tender onward, | believed that not only for those JCHO tenders but also I

CEO Edahiro for [redacted)], orders were likely being coordinated among competitors, including Toho i .
pharmaceutical, Alfresa, Mediceo, and Suzuken, the so-called ‘Big Four’ pharmaceutical . e

wholesalers.” i -

B

| I,

Written statement by Mr. Umada from the prosecutor’s questioning regarding JCHO

“However, based on my own past experience, | had long been aware that, in joint pharmaceutical
tenders by JCHO /redacted] and others [redacted], order coordination among pharmaceutical
wholesalers, including our company, was commonplace, and | understood that similar order
COO Umada coordination was continuing to take place.”

r
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Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada
11



Statements Show that Directors, Including Mr. Edahiro and Mr. Umada, Previously Breached Their

Duty of Due Care and Duty of Loyalty

Year In Which Each

Mr. Edahiro’s

Mr. Umada’s

w L. ., . .
E)?;gsejf’ Positions Positions Overview Details of the Breach of the Duty of Due Care and Duty of Loyalty
I Miyagi I;:miza;rg?icczuz::tle;Nahto;e;zlt‘:sin Breach of the Obligation to Establish Internal Controls?
: Sendai City
2003 Prefecture Price = Although internal recurrence prevention measures were formulated after the bid-
Cartel Case It was ordered to pay a surcharge of rigging sanction in 2003, bid-rigging continued to occur in succession in the JCHO
40 million yen case and the NHO case
= Although Mr. Edahiro and Mr. Umada were aware of bid rigging prior to the JCHO
o 2014-2022: " 2012— - case, they took no corrective action
Thg period C!urlng Pho O [ Director . on © | Director “Recurrence prevention measures” = This demonstrates a long-term breach by members of successive boards of directors
which the written ar.ma 2015-2022: . ar.ma 2019-: ) were implemented in the Miyagi of their obligation to establish internal controls, as they failed for a long time to build
statements revealed | ceutical RD?rF;rcetsoer?tat'V‘* ceutical [R)?pretse”ta“"e Prefecture case an effective control system
. irector
;?;if:;s:ae:ecse tﬂ; t Nevertheless, Mr. Edahiro and Mr.
Mr. Edahiro and 2015-: Pmada tolerated and were involved Breach of the Duty to Monitor3
Mr. Umada tolerated HD Director HD |2076-: ) , . . . . .
or were involved in 2019-: ) Director They also failed to take appropriate = This constituted a breach of their duty to monitor as directors, and as a result they
Rgpresentatwe corrective measures _ caused the company significant losses in the form of surcharges, settlement
Director payments, and other costs
Parties: Parties: Four pharmaceutical wholesalers = This constituted a breach of their duty to monitor as directors, and as a result
Toho : Representative Toho : repeatedly engaged in bid rigging in they caused the company enormous losses in the form of surcharges, settlement
. Pharma | Director and Pharma | — connection with bids for payments, and other costs
JCHO Bid- ceutical | Chairman ceutical pharmaceuticals ordered by JCHO
2019 ggg;ggﬁ;fn‘g An Ohrder s issued"to paya Breach of the Obligation to Preserve the Value
surcharge of 160 million yen, a fine T 4
occurred before 2019 HD | oirector D | director of 250 million yen and settlement of Subsidiary Shares
&acﬁr:‘reelzlts of 3.3 billion yen were = Although they were aware of legal violations and scandals that would lead to
impairment of the value of subsidiary shares, they took no corrective action as
Parties: Parties: Six pharmaceutical wholesalers directors of Toho HD
NHO Bid-Rigging K_I)_/urs]hu B Kyu;hu - er;\gaged infbidl ;iggoilng in the Kvush = As a result, the value of the subsidiary shares was impaired by surcharges and
2021 Case oho Toho grezrmaceu Ical tenders in the Byushu other penalties, demonstrating a breach of their obligation to preserve the value of
The actual bid rigging Re : the subsidiary shares
presentative .
l occurred before 2021 HD Director and CFO HD | Director It was ordered to pay a surcharge of
130 million yen —

Source: Company Disclosure Materials; Various News Articles; Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada

Note: [1] The year in which Toho HD, Toho pharmaceutical , or Kyushu Toho was first publicly reported as being involved in the case (based on our research). Positions are as of the time when the case came to light or when the response was made.; [2] The Obligation to Establish Internal Control Systems Is Stipulated in Article 399, Paragraph

1, Item 1 and Paragraph 2 of the Companies Act, and Its Content Is Specified in Article 110-4 of the Ordinance for Enforcement of the Companies Act. In Addition, the Status of Its Implementation Is Subject to Audit by the Audit and Supervisory Committee under Article 399-2, Paragraph 3, Item 1 and Article 130-2, Paragraph 1 of the 12
Companies Act,; [3] The duty of oversight is one aspect of directors’ duty of due care (Articles 330 of the Companies Act and 644 of the Civil Code) and is also related to their duty of loyalty (Article 355 of the Companies Act).; [4] The duty to preserve the value of subsidiary shares is an obligation derived from directors’ duty of due care

(Articles 330 of the Companies Act and 644 of the Civil Code) and duty of loyalty (Article 355 of the Companies Act). ; [5] A non-representative director for only part of the term



(Reference) In the Case of Seiki Tokyu Kogyo, a Shareholder Derivative Suit for Breach of the Duty

to Monitor Resulted in an Award of Damages

Overview and Timeline of the Case Judgment and Assessment of the Shareholder Derivative Lawsuit'

B Seiki Tokyu Kogyo received a surcharge payment order from the JFTC for violations Defendant ~ osition at the Reason for the Lawsuit
. . Time of the Cartel
of the Antimonopoly Act committed between 2011 and 2015
W The company treated the surcharge imposed by the JFTC as a loss to the company, ‘Mr. A was fully aware of the conduct that constituted violations of the
d shareholders filed a shareholder derivative lawsuit seeking damages from the Antimonopoly Act and acts falling under the crime of bid rigging, but failed to
an 3 > N A . g g ) fulfill his obligation to establish a compliance management system. Had he
representative director and directors who were involved in the case through their promptly introduced corrective measures and put an appropriate management
acts and omissions system in place, the violations would not have occurred and the surcharge
. . . . payment order would not have been imposed.”
B The court found not only the directors who were directly involved in the cartel, but —Plaintiff's Press Release Regarding The Filing Of The Shareholder Derivative Lawsuit
also the representative director who, despite recognizing the existence of the _ :
Antimonopoly Act violations, condoned them and failed to take corrective measures, M A g?r':rc‘:ier";:g"e

to be in breach of their duty of due care and duty of loyalty President
Directors have an obligation, addressed to the company, to comply with all laws and
regulations that the company must observe in the conduct of its business. However,
Mr. A’s conduct constituted condoning acts, addressed to P, as a business operator,
2011-2015 : Occurrence of an Asphalt Mixture Cartel that violated Article 3 of the Antimonopoly Act, which was required to comply with.
(Omitted) Mr. A and the others should therefore be deemed to bear an obligation
to compensate for the portion of the admitted surcharge amount corresponding

2019/7 . Surcharge payment order by the Japan Fair Trade Commission to each of the claim amounts asserted by the plaintiff against them.
—Tokyo District Court Judgment

2017 : On-site investigation by the Japan Fair Trade Commission

2019/12 : Disclosure of the investigation report. — X . . . L
This judgment shows that even directors who did not directly participate in illegal acts have a
2020/12 . Filing of shareholder derivative lawsuit legal obligation to take proactive measures to prevent such acts once they are aware that
—— unlawful conduct is occurring within the company. Therefore, if a director was aware of other
2022/3 © Judgment for the plaintiff (District Court) officers’ violations of laws and regulations, there is a high likelihood that the director will be
2023/1 . Dismissal of appeal (High Court) deemed to have neglected their duties, even if they were not personally involved.”

Kato & Partners Law Office, Recent Important Case Law: Seiki Tokyu Kogyo Shareholder
Derivative Lawsuit

j

The Situation of Mr. A, Found Liable for Breach of the Duty of Due Care, Closely Resembles That of the Directors at the Time of the JCHO
Case as Revealed in the Written Statements

Source: Plaintiff Disclosure Materials; Kato & Partners Law Office, “Recent Important Judicial Precedent: Seikitokyu Kogyo Shareholder Derivative Suit (Tokyo High Court Judgment, January 26, 2023, LEX/DB:25595301).” Original Source Within the Citation: Michihito Iseda, “Case Study,” Law and Politics, Vol. 74, No. 3

Note: [1]In this shareholder derivative lawsuit, the defendants are four individuals: A, Representative Director and President; B, Deputy General Manager of the Business Promotion Headquarters and General Manager of the Products Division; C, Director and General Manager of the Business Promotion Headquarters; and D, Director and Deputy

General Manager of the Business Promotion Headquarters and General Manager of the Construction Department (all titles as of the time the cartel occurred). The court held that B, C, and D had neglected their duties to the company by recognizing and directly participating in the price cartel, which constituted an illegal act, and ruled that they

bear liability for damages. 13
[2] Refers to Century Tokyu Industries.



There is a Risk that Directors may be Neglecting Their Duties (Failure to Exercise of Duty of Care) in

the Ongoing Process, and There are Concerns about the Recurrence of Scandals in the Future

Year In Which Each
Case Wa1s Breach of the Duty of Due Care Owed by Directors of Toho HD and Toho Pharmaceutical at the Time the JCHO Bid-Rigging Case Was Exposed
Exposed! : (See p.11)

I Mivaai Prefecture Pri = Despite Having Formulated Internal Recurrence Prevention Measures After the 2003 Bid-
2003 lyagz: r;e Ieé U FHICe Rigging Sanction, Bid-Rigging Subsequently Occurred in Quick Succession in the JCHO Bid- Breach of the Obligation to Establish Internal Controls?
I Arteltase Rigging Case and the NHO Bid-Rigging Case

2019 JCHO Bid-Rigging Case
]
2021 NHO Bid-Rigging Case

-
2024 Nihon University Case

= Although Mr. Edahiro and Mr. Umada Were Aware of Bid-Rigging Prior to the JCHO Bid- Breach of the Duty to Monitor?
Rigging Case, They Took No Corrective Measures

Breach of the Obligation to Preserve the
= In the JCHO and NHO Bid-Rigging Cases, Significant Losses Were Incurred through Value of Subsidiary Shares?
Surcharges and Settlement Payments

Ongoing Breach of the Duty of Due Care Suspected for Current Directors

Failure to Fulfill the Obligation to Establish Internal Controls

= Toho HD Neglects Not Only Third-Party Fact-Finding and Root-
Cause Investigation but Even Basic Confirmation of Clearly Existing

! i

! i
Despite the Written Statements Clearly Indicating Similar Scandals, Toho HD Continuesto | |
= i
: |
i > Scandals |
! i
! i
! i
1 1

Avoid Fact-Finding and Root-Cause Investigation

Even for Already Exposed Cases of Organizational Misconduct, Toho HD Continues to
Reject Third-Party Fact-Finding, Root-Cause Investigation, and Recurrence Prevention

. . L .
Measures, Repeatedly Refusing Our Requests to Establish an Independent Committee i ggrﬁl:gl:'ﬁ \CI\(I)i“tII_I;l;\eIZ :ﬁeng:fgﬁlézgfé'%ig:Satlg E:tcaulc:lrlisnhglgtzr:al
i

Present Unacceptably High Level

Responsibilities of Current Directors

= If Toho HD Continues to Neglect Its Obligation to Establish Internal Controls, It Will Leave

If Scandals Occur the Risk of Future Scandals Recurring at an Unacceptably High Level Breach of the Obligation to Establish Internal Controls?

H = In that case, new scandals could occur again, potentially causing losses through surcharges,
Future in the Future settlement payments, and other penalties Breach of the Duty to Monitor3
= Given that we have repeatedly called for effective recurrence prevention measures and Breach of the Obligation to Preserve the Value
pointed out the potential breach of the duty of due care and duty of loyalty, any future o3 G e P S e
occurrence of scandals or losses would have to be regarded as extremely egregious - Yy

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada

Note: [1] The year in which Toho HD, Toho pharmaceutical , or Kyushu Toho was first publicly reported as being involved in the case (based on our research). Positions are as of the time when the case came to light or when the response was made.; [2] The Obligation to Establish Internal Control Systems Is Stipulated in Article 399, Paragraph 1,

Item 1 and Paragraph 2 of the Companies Act, and Its Content Is Specified in Article 110-4, of the Ordinance for Enforcement of the Companies Act. In Addition, the Status of Its Implementation Is Subject to Audit by the Audit and Supervisory Committee under 399-2, Paragraph 3, Item 1 and Article 130-2, Paragraph 1 of the Companies Act.; [3]

The duty of oversight is one aspect of directors’ duty of due care (Articles 330 of the Companies Act and 644 of the Civil Code) and is also related to their duty of loyalty (Article 355 of the Companies Act).; [4] The duty to preserve the value of subsidiary shares is an obligation derived from directors’ duty of due care (Articles 330 of the 14
Companies Act and 644 of the Civil Code) and duty of loyalty (Article 355 of the Companies Act).




I'Even When Undisclosed Scandals Are Suspected, Toho HD Makes No Effort to Conduct Fact-

Finding or Root-Cause Investigation

When Scandals Are Suspected,
Fact-Finding and Root-Cause Investigation Are Essential

However, at Toho HD, Even the Outside Directors
Responsible for Oversight Have Made No Attempt to
Take Such Actions, without Reasonable Grounds

“every listed company thus needs to respond resolutely to any scandal or signs of a
potential problem concerning its operations (or those of its group companies) by quickly
conducting a thorough factual investigation into the matter, clearly identifying the root
causes, and using its findings to implement measures for preventing the problem from
recurring. Listed companies are under enormous pressure to exercise this ‘self-cleaning’
process.”
Japan Exchange Group
Principles for Responding to Corporate Scandals

“Once a company becomes aware of indications of a scandal, it must promptly commence
an investigation. There are many cases where companies, despite having information about
a scandal, delayed starting an investigation or focused on finding ways to justify the
situation instead, failed to act, and ultimately worsened the problem to the point of
suffering fatal damage.”
Mori Hamada & Matsumoto LPC
Legal Practice for Corporate Crises and Scandal Response(Translated)

“As a responsibility of top management, if a scandal should occur, the CEO must personally
take the lead in conducting fact-finding and root-cause investigation, implementing
thorough recurrence prevention measures, and fulfilling the duty to explain, and then,
with clear authority and accountability, impose strict disciplinary measures, including on
themselves.”
Japan Federation of Economic Organizations
Implementation Guidance on the Charter of Corporate Behavior (Translated)

B The outside directors categorically stated that “Personally, | feel that this has now
brought all the problems to light.” and | do not believe there is anything else of this
level or scale” even though no objective investigation, such as digital forensics', had
yet been conducted to determine whether similar cases existed

(Mr. Kamoya) “Personally, | feel that this has now brought all the problems to light”
(Mr. Goto) “I do not believe there is anything else of this level or scale.”

Minutes of Outside Director Interviews (Translated)

B Even when asked to explain the basis for these views, they relied only on subjective
and qualitative impressions, showing a disregard for objective fact-finding

(Mr. Kamoya) “Even just the bid-rigging issue alone, | have confirmed on site that the MS
staff in the field no longer have any such discussions at all with other wholesalers and that
the situation has been cleaned up so that these conversations simply do not take place
anymore.”

(Mr. Kamoya) “By frequently visiting the front line, | personally understand that
compliance with laws and regulations, which forms the basis for conduct, is being
thoroughly observed. | have directly seen that all MS staff are acting with the awareness
that the entire company must never again be involved in bid-rigging. | therefore recognize
that "this is being firmly enforced.”

Minutes of Outside Director Interviews (Translated)

o
Source: Japan Exchange Group, “Principles for Responding to Corporate Scandals”; Mori Hamada & Matsumoto LPC, “Legal Practice for Corporate Crises and Scandal Response”; Japan Federation of Economic Organizations, “Implementation Guidance on the

Charter of Corporate Behavior”; Minutes of Outside Director Interviews

Note: [1] An investigative technique that collects and analyzes data left on digital devices and systems in a form that can be used as evidence, in order to clarify the causes and facts of misconduct or incidents. 15



2 Despite Exposed Organizational Scandals, Toho HD Refuses Third-Party Fact-Finding and

Recurrence Prevention Measures

Companies That Have Experienced Organizational Scandals Must
Conduct Third-Party Investigations and
Establish Recurrence Prevention Measures

Nevertheless, Toho HD Has Conducted
No Third-Party Investigation into Past Bid-Rigging Cases,
Repeatedly Rejecting Our Requests

“In particular, for cases involving company-wide or organizational misconduct (including
cases in which officers or other members of senior management are involved) (Omitted),
from the standpoint of accountability to stakeholders and restoring trust from society, it is
necessary to choose an investigative framework neutrality and independence. In such
cases, it becomes necessary to consider establishing a third-party committee in
accordance with the “Guidelines on Third-Party Committees in Corporate Misconduct Cases”
formulated by the Japan Federation of Bar Associations.”

Mori Hamada & Matsumoto LPC
Legal Practice for Corporate Crises and Scandal Response (Translated)

“Therefore, when a risk is detected, external experts should be engaged without hesitation
so that the case can be addressed efficiently and appropriately.”

Japan Audit & Supervisory Board Members Association
Recommendations on the Response of Audit & Supervisory Board Members When Serious
Corporate Scandals Are Suspected (Translated)

B Toho HD has repeatedly been involved in bid-rigging cases in the past, but in none
of these instances did it commission an investigation by a third-party committee

Establishment of
Third-Party
Committee

Case Name Toho HD's Response

Miyagi Prefecture
Price Cartel Case

Only an internal investigation conducted for the purpose of drafting
a code of ethics

JCHO Bid-Rigging Only an internal investigation conducted by a committee composed
Case solely of internal personnel

NHO Bid-Rigging Only periodic internal investigations conducted by the same
Case committee

Nihon University Case An investigation conducted by the Special Committee for Governance
Enhancement, but the committee’s independence is in doubt

B We have repeatedly requested that independent third parties determine the facts
and develop recurrence prevention measures based on those findings, but Toho
HD has rejected all of these requests

"With respect to the Antimonopoly Act violations and the matters related to Nihon
University-affiliated hospitals that you have pointed out, our understanding is that Toho HD
has appropriately completed its own investigations and has implemented recurrence
prevention and improvement measures. (Omitted) Accordingly, we do not consider it
necessary to establish a third-party investigation committee.”

Letter from Toho HD's Board of Directors to our company (August 20, 2025)(Translated)

o
Source: Mori Hamada & Matsumoto LPC, “Legal Practice for Corporate Crises and Scandal Response”; Japan Audit & Supervisory Board Members Association,” Recommendations on the Response of Audit & Supervisory Board Members When Serious Corporate
Scandals Are Suspected”; Toho HD disclosure materials; various news articles; Letter from Toho HD's Board of Directors to our company (August 20, 2025)
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Pathology of Toho HD and the Cy
Destruction




The Pathology Behind Toho HD’s Breach of the Duty of Due Care and Duty of Loyalty:

Culture of Concealment and Escape into Formalistic Responses

Overview of the Pathology Events lllustrating the Pathology

1 Endorsement of Misconduct as a “Necessary Evil”

B Management and overseers have condoned
inconvenient facts such as misconduct as a “necessary 2 Rejection of “Objective Review” of Misconduct
evil,” not only refusing to face the problems but also
seeking to avoid trouble by concealing the facts

A:
Culture of
Concealment

FEinElag) Disregard of Misconduct and False Explanations to
3 Shareholders

Recurrence Prevention Measures as a “For the

B When pressed by external parties to make 1 Authorities” Ritual

improvements, they implement hollow, purely formal
measures that bring about no real change, merely to

B:
Escape into

Formalistic . T :
Responses create an alibi of having “responded,” and thereby Alibi-Making Through “Findings Without
avoid undertaking fundamental reforms 2 Investigation”

v
Elaborated in Chapter 1

18



Toho HD's Pathology Has Created a Value-Destructive Negative Cycle

(Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement)

The Negative Cycle of Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement
Has Blocked Operational Reforms and Eroded Toho HD's Value-Creation Potential

Efforts to pursue fair profits through operational improvements and stronger negotiating power have been hindered, damaging corporate value

A: Dependence on Misconduct C: resignation from Improvement

B As a result of abandoning negotiating power,
a sense of resignation that “this is a unique
industry, so nothing can be done” has spread

B They have long tolerated and relied on
industry-entrenched bid-rigging and excessive
pandering to customers as a “necessary evil”

B: Abandonment of Negotiating Power

[ They have operated on the premise of relying from management to the front line,
on misconduct and have abandoned undermining efforts to improve operations
legitimate negotiating power based on their and strengthen negotiating power
e a true added value 4 L tanding di 4 of ; t' N
e ong-standing disregard of government corrective
(DRepeated bid-rigging 9 g g 9
recommendations
. J . J
4 N\ 4 N\
@Involvement in improper transactions showing (DAbnormal business practices that amount to (2Resignation at the frontline toward making
excessive deference to customers surrendering pricing power improvements
. J . J
4 N\ 4 N\
(®Endorsement of misconduct by executive-as a @irrational operations driven by excessive deference (®Prolonged decline in gross margin and failure to
. “necessary evil” ) to presumed customer wishes take actions on a low-margin, high-volume model

v
Elaborated in Chapter 2

19



Chapter 1: Pathology of Toho HD




The Pathology Behind Toho HD's Breach of the Duty of Due Care and Duty of Loyalty:

Culture of Concealment and Escape into Formalistic Responses

Repeat

Overview of the Pathology Events lllustrating the Pathology

1 Endorsement of Misconduct as a “Necessary Evil”

B Management and overseers have condoned
inconvenient facts such as misconduct as a “necessary 2 Rejection of “Objective Review” of Misconduct
evil,” not only refusing to face the problems but also
seeking to avoid trouble by concealing the facts

A:
Culture of
Concealment

FRIERIEEY Disregard of Misconduct and False Explanations to
3 Shareholders

Recurrence Prevention Measures as a “For the

B When pressed by external parties to make 1 Authorities” Ritual

improvements, they implement hollow, purely formal
measures that bring about no real change, merely to

B:
Escape into

Formalistic . T :
Responses create an alibi of having “responded,” and thereby Alibi-Making Through “Findings Without
avoid undertaking fundamental reforms 2 Investigation”

v
Elaborated in Chapter 1
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The Pathology Behind Toho HD's Breach of the Duty of Due Care and Duty of Loyalty:

Culture of Concealment and Escape into Formalistic Responses

Repeat

Overview of the Pathology Events lllustrating the Pathology

1 Endorsement of Misconduct as a “Necessary Evil”

B Management and overseers have condoned
inconvenient facts such as misconduct as a “necessary 2 Rejection of “Objective Review” of Misconduct
evil,” not only refusing to face the problems but also
seeking to avoid trouble by concealing the facts

A:
Culture of
Concealment

FEinElag) Disregard of Misconduct and False Explanations to
3 Shareholders

Explained in Detail on the Following Pages
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A Culture of Concealment (1/4): Toho HD Condoned Misconduct as a “Necessary Evil” for Business

Continuity and the Company

A-OEndorsement of Misconduct as a “Necessary Evil”

The Written Statements Show that Executives Defined Misconduct as an “Indispensable Element of the Business”

COO Umada Tolerated and Participated in Order Coordination

as a “Necessary Evil”

B In his Written Statements to the Public Prosecutors Office, current COO
Akira Umada clearly stated that past bid-rigging was “I had essentially

viewed it as a ‘necessary evil

24

“I (Omitted), however, had come to regard it as perfectly
normal in the pharmaceutical wholesale industry for
competing companies to coordinate orders in connection
with bids and the like, and, although the expression is
inappropriate, | had essentially viewed it as a ‘necessary

evil'."

Written statement by Mr. Umada from the prosecutor’s
questioning regarding JCHO (Translated)

CEO Edahiro Also Regarded Order Coordination as Strategically Necessary
and Tacitly Approved It

B Current CEO Hiromi Edahiro similarly stated that “to secure profits, it is
naturally sometimes necessary to engage in order coordination and similar

practices”

“In the low-margin, high-volume pharmaceutical wholesale
industry, | believed that maintaining the existing business
relationship was the easiest way to secure sales and profits,
and that, for that purpose, it was naturally sometimes
necessary to engage in order coordination and similar

practices.”

Written statement by Mr. Edahiro from the prosecutor’s
questioning regarding JCHO (Translated)

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada
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A Culture of Concealment (2/4): Despite the Written Statements Showing Similar Bid-Rigging Cases, Toho HD
Asserts that No Further Investigation Is Necessary without Reasonable Grounds

A-(2Rejection of “Objective Review” of Misconduct (1/2)

When Scandals Are Suspected, However, without Reasonable Grounds,

Fact-Finding and Root-Cause Investigation Are Essential Toho HD Asserts that No Similar Cases Exist
“every listed company thus needs to respond resolutely to any scandal or signs of a
potential problem concerning its operations (or those of its group companies) by quickly (Mr. Kamoya) “Personally, | feel that this has now brought all the problems to light.”
conducting a thorough factual investigation into the matter, clearly identifying the root (Mr. Goto) “I do not believe there is anything else of this level or scale.”
causes, and using its findings to implement measures for preventing the problem from
recurring. Listed companies are under enormous pressure to exercise this ‘self-cleaning’ Minutes of Outside Director Interviews (Translated)
process.”

Japan Exchange Group

Principles for Responding to Corporate Scandals ) S ) )
(Mr. Kamoya) “Even just the bid-rigging issue alone, | have confirmed on site that the MS

"Once a company becomes aware of indications of a scandal, it must promptly commence staff in the field no longer have any such discussions at all with other wholesalers and that
an investigation. There are many cases where companies, despite having information about the situation has been cleaned up so that these conversations simply do not take place
a scandal, delayed starting an investigation or focused on finding ways to justify the anymore.”

situation instead, failed to act, and ultimately worsened the problem to the point of

suffering fatal damage.” (Mr. Kamoya) “By frequently visiting the front line, | personally understand that

Mori Hamada & Matsumoto LPC compliance with laws and regulations, which forms the basis for conduct, is being
Legal Practice for Corporate Crises and Scandal Response (Translated) thoroughly observed. | have directly seen that all MS staff are acting with the awareness
that the entire company must never again be involved in bid-rigging. | therefore recognize
“As a responsibility of top management, if a scandal should occur, the CEO must personally that ‘this is being firmly enforced.”
take the lead in conducting fact-finding and root-cause investigation, implementing Minutes of Outside Director Interviews (Translated)

thorough recurrence prevention measures, and fulfilling the duty to explain, and then,
with clear authority and accountability, impose strict disciplinary measures, including on
themselves.”
Japan Federation of Economic Organizations
Implementation Guidance on the Charter of Corporate Behavior (Translated)

Source: Japan Exchange Group, “Principles for Responding to Corporate Scandals”; Mori Hamada & Matsumoto LPC, “Legal Practice for Corporate Crises and Scandal Response”; Japan Federation of Economic Organizations, “Implementation Guidance on the

Charter of Corporate Behavior”; Minutes of Outside Director Interviews
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A Culture of Concealment (3/4): While the Written Statements Clearly Show Organizational

Scandals, Toho HD Firmly Refuses Any Third-Party Investigation

A-(2Rejection of “Objective Review” of Misconduct (2/2)

Companies that Experience Organizational Scandals Must Conduct
Third-Party Investigations and Establish Recurrence Prevention Measures

Nevertheless, Toho HD Has Not Conducted Any Third-Party Investigation into
Past Bid-Rigging Cases and Has Repeatedly Rejected Our Requests

“In particular, for cases involving company-wide or organizational misconduct (including
cases in which officers or other members of senior management are involved) (Omitted),
from the standpoint of accountability to stakeholders and restoring trust from society, it is
necessary to choose an investigative framework neutrality and independence. In such
cases, it becomes necessary to consider establishing a third-party committee in
accordance with the “Guidelines on Third-Party Committees in Corporate Misconduct Cases”
formulated by the Japan Federation of Bar Associations.”

Mori Hamada & Matsumoto LPC
Legal Practice for Corporate Crises and Scandal Response (Translated)

“Therefore, when a risk is detected, external experts should be engaged without hesitation
so that the case can be addressed efficiently and appropriately.”

Japan Audit & Supervisory Board Members Association
Recommendations on the Response of Audit & Supervisory Board Members When Serious
Corporate Scandals Are Suspected (Translated)

"While we acknowledge your request that we establish a third-party committee to conduct
an investigation, we do not believe that our current governance structure has the
deficiencies you have pointed out. We also consider that we have responded appropriately
to each of the matters you have raised. Accordingly, we do not consider it necessary to
establish a third-party committee.”

Letter from Toho HD's Board of Directors to our company (April 11, 2025) (Translated)

“We sincerely acknowledge the need to improve aspects of our response at that time and
have already implemented various measures to enhance and strengthen our governance.
Accordingly, we have concluded that, contrary to 3D’s assertion, there is no need to
establish a third-party committee.”

Our Position on the Claims Made by 3D Company (June 4, 2025) (Translated)

" With respect to the Antimonopoly Act violations and the matters related to Nihon
University—affiliated hospitals that you have pointed out, our understanding is that we have
appropriately completed our own investigations and have implemented recurrence
prevention and improvement measures. In addition, as noted above, we have not confirmed
any facts indicating that either advisor exerted improper influence on our management.
However, the Final Report of the Special Committee for Governance Enhancement includes
recommendations on revising or abolishing the advisor system, and we plan to implement
improvements in line with those recommendations. Accordingly, we do not consider it
necessary to establish a third-party investigation committee.”

Letter from Toho HD’s Board of Directors to our company (August 20, 2025) (Translated)

o
Source: Mori Hamada & Matsumoto LPC, “Legal Practice for Corporate Crises and Scandal Response”; Japan Audit & Supervisory Board Members Association,” Recommendations on the Response of Audit & Supervisory Board Members When Serious Corporate
Scandals Are Suspected”; Letter from Toho HD's Board of Directors to our company (April 11, 2025); Toho HD,” Our Position on the Claims Made by 3D Company “; Letter from Toho HD's Board of Directors to our company (August 20, 2025)
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A Culture of Concealment (4/4): At the Previous Annual General Meeting, Toho HD Concealed the Written Statements from
Shareholders and Hid the Existence of Similar Bid-Rigging Cases and Management'’s Involvement in Scandals

A-(3Disregard of Misconduct and False Explanations to Shareholders

Despite Clear Evidence of Misconduct Similar to Past Scandals,
Toho HD Told Shareholders that No Similar Misconduct Exists

Despite Current Management's Tolerance and Involvement in Misconduct,
Toho HD Hid These Facts from Shareholders
and Manipulated Perceptions of Directors’ Fitness

B The Written Statements make it clear that similar order coordination had
been conducted

“As someone working in the pharmaceutical wholesale industry, from the time of the 2016
JCHO tender and the 2018 JCHO tender onward, | believed that not only for those JCHO
tenders but also for fredacted|] orders were likely being coordinated among competitors,
including Toho pharmaceutical, Alfresa, Mediceo, and Suzuken, the so-called ‘Big Four’
pharmaceutical wholesalers.”

Written statement by Mr. Edahiro from the prosecutor’s questioning regarding JCHO
(Translated)

B However, at the previous Annual General Meeting, Toho HD told
shareholders that there were no cases similar to the past scandals

“We (Omitted) have confirmed that we did not engage in any
illegal or improper transactions ourselves. In addition, through
interviews with relevant parties and reviews of approval
documents, we have confirmed that there are no other similar
transactions at our company.”

Toho HD
Our Position on the Claims Made by 3D Company (Translated)

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada; Toho HD, “Our Position on the

Claims Made by 3D Company”

B The Written Statements also clearly shows that the current management
tolerated and was involved in bid-rigging and other misconduct

(CEO Edahiro) “l understood such words to include the meaning (Omitted)that we would
coordinate orders among ourselves to manage things smoothly, and | responded
accordingly.”

(COO Umada) ”1saw and heard situations in which other sales personnel at our
company engaged in order coordination (Omitted), | myself also had experiences of
directly participating in such order coordination.”

Written statement by Mr. Edahiro and Mr. Umada
from the prosecutor’s questioning regarding JCHO (Translated)

B Nevertheless, at the previous Annual General Meeting, Toho HD presented
Mr. Edahiro as if he were a good-faith third party, and provided no

“Precisely because he is familiar with how past misconduct occurred,
he has a deeper understanding than anyone else of our company’s
challenges and problems, and we believe he is well suited to take the

lead in formulating and implementing recurrence prevention measures

that make use of that experience.”
Toho HD

Our Position on the Claims Made by 3D Company (Translated)




The Pathology Behind Toho HD's Breach of the Duty of Due Care and Duty of Loyalty:

Culture of Concealment and Escape into Formalistic Responses

Repeat
Overview of the Pathology Events lllustrating the Pathology
Pathology
- : k Recurrence Prevention Measures as a “For the
B: When pressed by external parties to make 1 Authorities” Ritual

improvements, they implement hollow, purely formal
measures that bring about no real change, merely to

Escapé into
Formalistic . T :
Responses create an alibi of having “responded,” and thereby Alibi-Making Through “Findings Without

avoid undertaking fundamental reforms 2 Investigation”

Explained in Detail on the Following Pages
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B Escape into Formalistic Responses (1/2): Recurrence Prevention Measures for Past Scandals Have Been
Bureaucratic Rituals to Show “We Responded,” Not to Change the Status Quo

B-) Recurrence Prevention Measures as a “For the Authorities” Ritual

COO Umada Has Admitted that Past Recurrence Prevention CEO Edahiro Has Also Admitted that
Measures Were Merely “For the Authorities” No Substantive Recurrence Prevention Measures Were Taken
B COO Umada has admitted that the past recurrence prevention measures B CEO Edahiro has acknowledged that, although he outwardly declared such

were “essentially measures ‘for the authorities’” “ they were outward- practices prohibited, in reality he “prioritized securing sales, profits, and

facing anti-bid-rigging measures, and their contents were abstract and order share,” and therefore did not take decisive measures
entirely lacking in specificity”

e o [ : s |
= i : ' i With respect to the recurrence prevention measures that the . | “As president and representative director at the time, although |
| e Toho Group has been implementing, (Omitted)they were I * (Omitted), suspected that order coordination and similar practices
: | essentially measures ‘for the authorities,” such as the Japan Fair were taking place, my desire to prioritize securing Toho
. Trade Commission and the Ministry of Health, Labour and Welfare. — bca:. saceonsen: | pharmaceutical’s sales, profits, and order share meant that |
| In other words, they were outward-facing anti-bid-rigging ey e 1 neither gave direct instructions to the bidding staff or their
| measur.e_sf_anf’i their contents were abstract and entirely lacking : I supervisors not to engage in such conduct, nor did | take decisive
- | inspecificity. I Il measures to prevent these practices.”
I | ‘ - -
|| Written statement by Mr. Umada from the prosecutor’s Written statement by Mr. Edahiro from the prosecutor's
— 1| : ‘ questioning regarding JCHO (Translated)

questioning regarding JCHO (Translated)

Source: Article 198, Paragraphs 4 and 5 of the Code of Criminal Procedure; Article 321, Paragraph 1, Main Clause of the Code of Criminal Procedure; Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private
Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada
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B Escape into Formalistic Responses (2/2): Even the Special Committee for Governance Enhancement Rejects Consideration
of Fundamental Reforms and Escapes into Drafting Formalistic Recurrence Prevention Measures Merely to Create an Alibi

B-@Alibi-Making Through “Findings Without Investigation”

The Special Committee for Governance Enhancement Completely Abandoned

Fact-Finding and Root-Cause Analysis of Past Events and Proceeded Directly to As a Result, the Special Committee for Governance Enhancement’s Report
Draft Recurrence Prevention Measures Remained Extremely General and Abstract

B The recently established Special Committee for Governance Enhancement declared at B The resulting recurrence prevention measures, lacking any foundation in objective

the outset that it is “not an investigative committee,” thereby abandoning any fact- facts, consisted only of moral exhortations and generic organizational theory, and

finding regarding past events were broad, abstract, and self-serving
“The Special Committee for Governance Enhancement (Omitted)is a committee whose —‘ All of the
purpose is to strengthen governance, and is not a so-called investigative committee whose ecommendations in the Final Report recommendations

1 1 1 1 1 Strengtheni d enh t of the Board of Directors and related bodi
purpose |:: to investigate past misconduct and pursue the responsibility of those engthening and enhancement of the Board of Directors and related bodies remain self-serving
|nvo|ved. R 7 2 Strengthening and clarification of the authority of CGO in nature
The Special Committee for Governance Enhancement Final Report (Translated) 3 Clarification of the appointment criteria and roles of Senior Advisors, Advisors, and Consultants (for details, see
4 Rationalization of each committee and clarification of its authority and role p31—32)
B Chairperson Mr. Takai has publicly stated that “the premise that causes cannot be s s : i
. N R . . . . " trengthening governance over subsidiaries
understood without conducting an investigation is mistaken,” and prepared the report ¢ Enhancing the sffect i
. . . nhancin e effectiveness or audits
based on his own formula that is not grounded in facts °
X L. . . . X 7 Objectivity and Fairness in Personnel Matters
“First of all, this is not an investigative body. The premise that causes cannot be understood o
. . . o o o _ o Q I 8 Tightening of contract procedures
without conducting an investigation is itself mistaken. | s Y S
B o« o . . . . . Rationalization an jectification ision-makin Investmen mmi
The formula is in my head. The formula itself is not a subject of discussion. If we were to 2 Rotionalization and bjectfication of decision-maldng by the Investment Committee
start debating the formula' I WOUId ObViOUSIy Win. " 10 Continuous review of various rules and thorough, enhanced training
Minutes Of the |nterVieW Wlth the Chairperson of 1 Speeding up, proper handling, and documentation of responses to misconduct
the SpeCiaI Committee for Governance Enhancement (TranS|ated) 12 Establishment of an effective internal whistleblowing system ]

R

By Rejecting Objective Fact-Finding and Relying on Abstract “Ideal State” Discussions, This Process Becomes Mere “Alibi-Making”
to Appear Responsive to External Criticism and Symbolizes Escape into Formalistic Responses

Source: Toho HD, “Regarding Receipt of the Final Report of the Special Committee for Governance Enhancement and Our Policy for Responding to the Recommendations”; Minutes of the Interview with the Chairperson of the Special Committee for
Governance Enhancement
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(Reference) Overview of the Special Committee for Governance Enhancement

Fact-finding and cause analysis of misconduct are
outside the scope.

“(This Committee) is not a so-called investigative committee whose purpose is

P

ﬁ’ﬁ"‘ to investigate past misconduct and pursue the responsibility of those
"\ FASE/ involved.””
W24EEA 68 The Special Committee for Governance Enhancement
5o Content Final Report

Toho HD

B Formulation of recurrence prevention measures for legal violations and improper

Notice Regarding the Establishment of the Special transactions

; Purpose
Committee for Governance Enhancement - Verification of internal control organizations and provision of advice and
recommendations on governance from an objective and expert standpoint’

Ll FAMEBEORBRSIIENT, RURGS ORI - LT T - 28{LHRIRR &) +RET
LIEEEENLELEZOT, TREOERYBRLELZLET,
[FEB20E] i i I

AT [A SIS M ORBIE) DAl b AR Ob s ERAROEERE S8 B TohoHD annqunced the establishment of the Special Committee for Governance
Tits - ER~ERT 5 DL omaeEe L L, RECED Ay, B, NEs, #E HERLETOR Enhancementin August 2024
Fr R =P EEEEN, @R TER SN EERFAEEL TS ., ST IEEER PeriOd
RS & NC U RS A R SR ER 3 5 (FEAMEIRRORKE) (OBF Ui & L CHIIREE 1 1 i
RS RIIEELR, MEEROET (O FIA4TrR) R RS v RPAL MERBEREERS L u The interim report was Issued on February 7' 2025

TEROYEATENDELE, O, YA L—70ar7IF34TrA, VAZSRIA L hEShi=i5+ . . .
yfani‘%u—ﬁanq@fﬁ%m«u\Erﬁéfg-yzasmﬁsu;&ﬁ%f WF ft;&ﬁé-—tﬁ'c'nl\.t“ﬁ‘..)afi-ﬁﬁﬁ*% B The final report was issued in October 2025
ORRARAR L L TR S T L b LE U, RS R SR RIS, FURRIERI RS

WIER U 2 AR DI - REHTTH <<, LA HMI L AL TR LET, M7

FHERRENLONE - RELEE A, B D4 ABKORLEAES TV HETT,

(i B |tis composed of the following three external members, who have expertise in

FREEIL, CORBEMITESL, BB CEEESORFIEAS O TEORN A TR 5 law, finance, and corporate management
DEVEELET,
EEE | ®FE BT 1972 4 i BRBEE, WRHRHELSC0E ) Chairperson: Mr' Yasquki Takai
s LSS I EEARTEAR, WRANHEAEN R, mek Structure - Member: Outside Director Mr. Hidehito Kotani
i - Member: Outside Director Ms. Chie Goto
et B Secretariat: Toho HD Legal Department, Corporate Strategy Division, and Corporate

SWLEREAZCAEOT ST A, RS SR, Planning D
BOBRED O FEEES AR FOEL, ARESL LT, & anning Department
BORESE - B A<OBEL A D b OFES TR £ 05

i
Source: Toho HD, “Notice Regarding the Establishment of the ‘Special Committee for Governance Enhancement’; Toho HD, “Our Policy on Responses Based on the Final Report of the Special Committee for Governance Enhancement and Its Recommendations.”
Note: [1] Excerpted from Toho HD's disclosure materials.
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(Reference) We Were Concerned from the Outset that the Special Committee for Governance

Enhancement’s Reports Would Be Overly Broad, Abstract, and Self-Serving

In Formulating Recurrence Prevention Measures,
It Is Essential to Tailor Them Based on the Findings
of Investigations into Past Scandals

We Were Concerned that, without Investigating Past Scandals, Recurrence

Prevention Measures Would Not Be Tailored
to Toho HD and Would Lack Effectiveness

JPX

TOKYO STOCK EXCHANGE

J BAfELESR

£

RRERE

“In working to identify the root causes of a scandal, a company should first establish the
necessary and sufficient investigative scope and then go beyond simply examining
phenomena and listing causal relationships on a superficial level. A proper investigation
entails looking closely at the deeper contextual background of the problem, finding
hard facts, and delineating the fundamental causes at the heart of the scandal. (Omitted)
To prevent a scandal from recurring, a company should formulate highly effective
policies that directly address the root causes of the issue and implement them swiftly
and steadily.”

Japan Exchange Group
Principles for Responding to Corporate Scandals

“It goes without saying that any “recommendations” (such as recurrence prevention
measures) must be specific and concrete, based on a thorough fact-finding
investigation, and most appropriate for the company that caused the misconduct, in
light of the actual situation, causes, and organizational problems that have been
identified.”

Japan Federation of Bar Associations, Committee on Reform of Attorney Work
Commentary on “the Guidelines for Third-Party Committees in Corporate Misconduct
Cases” (Translated)

“For the management of the Group headquarters and each Group company, (Omitted) as
ex-post measures, it is also important to take swift action for the early detection of
misconduct and the minimization of damage, as well as to identify the root causes and
implement recurrence prevention measures based on them.”

Ministry of Economy, Trade and Industry
Practical Guidelines for Group Governance Systems (Group Guidelines) (Translated)

B From the moment past scandals were excluded from the scope of the
investigation, we were concerned that the recurrence prevention measures
would become broad and lose effectiveness, and we in fact advised

Toho HD of this risk

"The scope of the Special Committee for Governance
Enhancement is limited to “formulating recurrence prevention
measures.” In addition, without first establishing a foundation
through investigations and cause analyses of specific past
misconduct and compliance issues at your company, as well as
a comprehensive review of whether similar problems exist and
the identification of the fundamental causes based on such
review, the committee’s work is confined to examinations based
on the categorization of compliance issues using the expertise of
its members. As a result, there is a risk that specific, concrete
compliance issues unique to your company may be overlooked,
and therefore the appropriateness of its scope is in doubt.”

Letter from our company to the Board of Directors of Toho HD
(Translated)

Source: Japan Exchange Group, “Principles for Responding to Corporate Misconduct at Listed Companies”; Japan Federation of Bar Associations, Committee on Reform of Attorney Work “Commentary on the Guidelines for Third-Party Committees in

Corporate Misconduct Cases”; Ministry of Economy, Trade and Industry, “Practical Guidelines for Group Governance Systems (Group Guidelines)”; Letter from our company to the Board of Directors of Toho HD.
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(Reference) In Practice, the Final Report of the Special Committee for Governance Enhancement

Was a Broad-Brush, Highly Abstract and Self-Serving Document

The recommendation items are all generic and cover a wide range of areas.

Strengthening and enhancement of
the Board of Directors and related
bodies

The substance of the recommendations is also extremely abstract.

Recommendation Item Recommendation Details (Excerpt) Basis for “Self-Serving” Nature

1 The Representative Director should place the highest priority on governance
and compliance, remain constantly self-aware and self-reflective so as not to
become arbitrary in decision-making, and should always encourage the
expression of dissenting and minority opinions and endeavor to assess them
appropriately.

With respect to a Representative who is alleged to failure to exercise the Duty of Due Care,
this amounts to nothing more than a subjective and abstract recommendation to “be
mindful,” and serves to divert the discussion from the specific sanctions that should in fact be
considered.

Strengthening and clarification of
the authority of CGO'

(1) @ To take the lead in the overall design, establishment, maintenance, and
improvement of the group-wide governance framework.

(4) To contribute to the creation of a free and open corporate culture by
drawing out and reflecting minority opinions within the group.

Mr. Matsuya, who is alleged to have been involved in the bid-ridding as Vice President during
the JCHO bid-ridding case, and as President during the NHO bid-ridding case, as CGO1, is
plainly unfit to occupy a position that should be leading governance reform and the creation
of a free and open corporate culture.

Clarification of the appointment
criteria and roles of Senior Advisors,
Advisors, and Consultants

(4) As an exception, a person may be appointed as a Senior Advisor or Advisor
only when the Nomination and Compensation Committee determines that, for
the development of the Toho Group, that person’s insights, expertise,
information, etc. are irreplaceable and cannot be substituted by anyone else.

In May 2025, following an internal whistleblower report through which we became aware of
and pointed out the appointments of Mr. Kato and Mr. Morikubo? as Advisors, this
recommendation was presented. However, the stated “exceptional grounds” are, in substance,
identical to the explanation Toho HD had previously given to our company regarding their
appointments, and ultimately do nothing more than preserve a loophole that allows
unsuitable individuals to continue to be appointed as Senior Advisors, Advisors, or
Consultants and to provide a pretext for justifying such appointments.

Rationalization of each committee
and clarification of its authority and
role

2 The chair of the Compliance Committee shall be CGO?, and his principal
authorities and responsibilities shall be:@ formulation of the basic policy and
internal rules on compliance; monitoring the status of compliance promotion;
® deliberation and formulation of response measures and recurrence-
prevention measures regarding compliance violations;@ supervision of the
Compliance Promotion Department; and® periodic reporting to the Board of
Directors on the operation of the whistleblowing system and related matters.

Mr. Matsuya,who is alleged to have been involved in the bid-ridding as Vice President during
the JCHO bid-ridding case, and as President of Kyushu Toho during the NHO bid-ridding case,
as CGO?, serves as chair of both the Compliance Committee and the Risk Committee.

Strengthening governance over
subsidiaries

1 There is an urgent need to formulate unified governance rules and standards
for the entire Toho Group, to standardize governance criteria and clarify the
authority and responsibilities of each subsidiary and department.

The proposal merely recommends the formulation of such governance rules and standards,
without referring to any specific provisions or criteria.

Enhancing the effectiveness of
audits

The primary purpose of audits is not to discover illegal, improper, or
inappropriate acts after the fact, but to prevent such acts in advance. To achieve
this, audits must be conducted in a manner that is truly effective, rather than as
mere box-ticking exercises that simply confirm a predetermined harmony.

No concrete, case-specific review tailored to the circumstances of Toho HD has been conducted
at all. The report does nothing more than enumerate abstract recommendations in general
terms, and its content contributes nothing to any substantive governance reform at our
company.

-
Source: Toho HD, “Regarding Receipt of the Final Report of the Special Committee for Governance Enhancement and Our Policy for Responding to the Recommendations”
Notes: [1] Mr. Kato served as Representative Director and President of Toho HD at the time of both the Nihon University Hospital incident and the JCHO bid-rigging case. Mr. Morikubo was, at the time of the Nihon University Hospital incident, a Senior
Managing Director of Toho HD responsible for overseeing the pharmaceutical business, and at the time of the JCHO bid-rigging case, Chairman and Representative Director of Toho pharmaceutical. ; [2] Abbreviation of Chief Governance Officer 32



(Reference) In Practice, the Final Report of the Special Committee for Governance Enhancement

Was a Broad-Brush, Highly Abstract and Self-Serving Document

The recommendation items are all generic and cover a wide range of areas.

The substance of the recommendations is also extremely abstract.

Recommendation Item Recommendation Details (Excerpt) Basis for “Self-Serving” Nature

Objectivity and Fairness in

Preamble: Personnel decisions all too often involve favoritism or reflect the
personal likes and dislikes of certain individuals. Whether employees’ abilities
are evaluated objectively and fairly, without such favoritism, whether they are

No concrete, case-specific review tailored to the circumstances of Toho HD has been conducted
at all. The report does nothing more than enumerate abstract recommendations in general

7 Personnel Matters given positions appropriate to them, and whether employees trust the terms, and its content contributes nothing to any substantive governance reform at our
company'’s personnel system are all factors that directly determine the growth company.
or decline of the organization.
It goes without saying that contract procedures should be made more stringent,
and at a minimum, with respect to contracts with new counterparties, the - . . . . .
S . ) . . ; This is merely an abstract list of obvious, generic cautions regarding contract procedures, and as
8 Tightening of contract procedures Company should institutionalize confirmation of the following matters: Q) that a recommendation to a company that lacks ethics in its contractual dealings, it has no
the counterparty has real substance; (3 that the terms of the contract are - . !
reasonable and appropriate; (Omitted) ® the status of performance of the B GG e T ST
contract.
As a general matter, there are numerous past examples in which, under
Rationalization and objectification autocratic management, corporate assets have been used in unreasonable or No concrete, case-specific review tailored to the circumstances of Toho HD has been conducted
9 of decision-making bv the arbitrary ways. To avoid repeating such mistakes, it is necessary at this juncture at all. The report does nothing more than enumerate abstract recommendations in general
g_ y to reassess how decisions are made by the Investment Committee and to terms, and its content contributes nothing to any substantive governance reform at our
Investment Committee establish institutional safeguards to ensure that its decisions are based solely on  company.
economic rationality.
To prevent illegal acts and other misconduct in advance, it is necessary for - . . . . .
Continuous review of various rules officers and employees to be thoroughly familiar with what kinds of conduct MBS IR S ) T (e A A ety (GG nOt,',ce) TN ClS
10 .. . S I . . . the time of the JCHO bid-rigging case, which COO Umada characterized as “geared toward
and thorough, enhanced training constitute violations of law. To that end, it is essential to establish appropriate . . L -
rules and to implement thorough and effective training based on those rules, government authorities, abstract in content, and completely lacking in specificity.
Speeding up, proper handling, and 3 By establishing in advance disclosure standards based on the nature and Ir? gl i i Tt 7zt Toho Dl hlstgrlcally ENEEGEE I repeatgq cover-ups UmEler oz
1 documentation of responses to seriousness of each case. the Company should prevent decisions on whether or disclosure standards, this recommendation ought to set out specific disclosure standards.
] P ot to disclose from becé)min aeri)tragl P Instead, it simply leaves their formulation entirely to the Company and thus lacks any of the
misconduct 9 Y- practical effectiveness that one would normally expect from such a recommendation.
D Whistleblowing should, in principle, be anonymous.@ A reporting channel
Establishment of an effective should also be established outside the Company.(® A leniency program and This results in a logically inconsistent recommendation under which the dedicated compliance
12 reward scheme for whistleblowers should be introduced.® A dedicated unit would be supervised by Mr. Matsuya, CGO1, who is alleged to have been involved in bid-

internal whistleblowing system

compliance unit (Compliance Promotion Department) should be newly
established to manage and operate the internal whistleblowing system.

rigging.

Source: Toho HD, “Regarding Receipt of the Final Report of the Special Committee for Governance Enhancement and Our Policy for Responding to the Recommendations”
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Chapter 2: Cycle of Corporate Value D




Toho HD's Pathology Has Created a Value-Destructive Negative Cycle

(Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement)

Repeat
The Negative Cycle of Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement b

Has Blocked Operational Reforms and Eroded Toho HD's Value-Creation Potential

Efforts to pursue fair profits through operational improvements and stronger negotiating power have been hindered, damaging corporate value

A: Dependence on Misconduct C: Resignation from Improvement

B As aresult of abandoning negotiating power,
a sense of resignation that “this is a unique
industry, so nothing can be done” has spread

B They have long tolerated and relied on
industry-entrenched bid-rigging and excessive
pandering to customers as a “necessary evil”

B: Abandonment of Negotiating Power

[ They have operated on the premise of relying from management to the front line,
on misconduct and have abandoned undermining efforts to improve operations
legitimate negotiating power based on their and strengthen negotiating power
e a true added value 4 L tanding di 4 of ; t' N
S ong-standing disregard of government corrective
(DRepeated bid-rigging recommendations
. J . J
4 N\ 4 N\
@Involvement in improper transactions showing (DAbnormal business practices that amount to (2Resignation at the frontline toward making
. excessive deference to customers ) surrendering pricing power g improvements )
4 N\ 4 N\
(®Endorsement of misconduct by the executives as a @irrational operations driven by excessive deference (®Prolonged decline in gross margin and failure to
. “necessary evil" ) to presumed customer wishes take actions on a low-margin, high-volume model
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Toho HD's Pathology Has Created a Value-Destructive Negative Cycle

(Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement)

Repeat

A: Dependence on Misconduct

B They have long tolerated and relied on
industry-entrenched bid-rigging and excessive
pandering to customers as a “necessary evil”

(DRepeated bid-rigging

\\
7

J\.

@Involvement in improper transactions showing
excessive deference to customers

. J

>
(®Endorsement of misconduct by the executives as a
“necessary evil”

. J

Explained in Detail on the Following Pages
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A Dependence on Misconduct (1/3): Bid-Rigging Was Uncovered in 2003, 2019, and 2021, and Recurrence
Prevention Measures Were Formulated Each Time; However, Such Incidents Continue to Recur

A-D Repeated Bid-Rigging >

Year of
detection for mn———— ) ()()3
each case' :

Miyagi Prefecture Price Cartel Case

JCHO Bid-Rigging Case NHO Bid-Rigging Case

Japan Fair Trade Commission Orders 500 Million Yen Surcharge on
Ten Wholesalers for the Miyagi ‘Ceasefire’ Cartel

Four pharmaceutical Wholesalers Suspected of Bid-Rigging in
Japan Community Health Care Organization Tender, JFTC
Investigating

Six Companies Suspected of Bid-Rigging on pharmaceuticals
Ordered by the National Hospital Organization and Others, JFTC
Conducts On-Site Inspection

021/11/00 16:55 & geltgcas @ m CEES4 )

BB 2003/02/13 23:00 20196 11A 270 14:00 (20196118278 14:1388)

R nm

. . . | i m S i in bid-
Outline of B Ten pharmaceutical wholesalers formed a price cartel Fogrdpharmacgutlcal whqlesalgra nge?ctedly engaged S.'X phar.maceutlcal. who!eﬁatl)gés fngaﬁed n b'd. |
at a hotel in Sendai City In bid-rigging in connection with bids for rigging in connecthn with bi storp armageutlca S
each case . - pharmaceuticals ordered by JCHO ordered by the National Hospital Organization (NHO)
B A surcharge payment order totaling 536.79 million : - .
. ) . B A surcharge payment order totaling 423.85 million in the Kyushu area
yen was imposed, of which Toho pharmaceutical was . . . . -
ordered to pav 46.58 million ven yen was imposed, of which Toho pharmaceutical was B A surcharge payment order totaling 627 million yen
pay 4. y ordered to pay 161.89 million yen was imposed, of which Kyushu Toho was ordered to
pay 127.59 million yen
Recurrence B An ethics code was created and distributed to all B The Group Compliance and Risk Management B The recurrence prevention measures and thorough
H employees in order to enhance awareness of legal Committee is held on a regular basis compliance initiatives announced after the
prevention ; : N ; c
compliance - The President and Representative Director discovery of the JCHO bid-rigging case have been
measures B A compliance program (in-house training sessions) of Toho HD serves as the committee chair continued
based on the ethics code was implemented B Through training, awareness of and thorough
adherence to the establishment of legal compliance
systems at group subsidiaries is promoted
B Compliance training is conducted every month

-
Source: Mix Online, “Japan Fair Trade Commission Orders 500 Million Yen Surcharge on Ten Wholesalers for the Miyagi ‘Ceasefire’ Cartel”; The Nikkei, “Four pharmaceutical Wholesalers Suspected of Bid-Rigging in Japan Community Health Care Organization
Tender, JFTC Investigating”; The Yomiuri Shimbun, “Six Companies Suspected of Bid-Rigging on pharmaceuticals Ordered by the National Hospital Organization and Others, JFTC Conducts On-Site Inspection”; Company disclosure materials.
Note: [1] The year in which involvement of Toho HD or Toho pharmaceutical, and Kyushu Toho in the case was first reported externally (according to our research). 37



A Dependence on Misconduct (2/3): Toho HD Blindly Subordinated Itself to Customer Demands and Became

Involved in Improper Transactions in the Nihon University Case, which Other Companies Had Refused

A-(2 Involvement in Improper Transactions Showing
Excessive Deference to Customers

Toho HD Was Involved in the Scheme to Generate lllicit Funds Involvement in the lllicit Scheme that Competitors Rejected Symbolizes
at Hospitals Affiliated with Nihon University Toho HD's Excessive Accommodation of Customer Demands
0 Toho HD returned part of the discount on pharmaceuticals sold to Nihon B It was obvious that this scheme was illicit

University-affiliated hospitals to a shell company - A competitor, Alfresa, was approached with a similar improper transaction

9 The returned funds were then transferred to specific individuals, resulting in at but refused to participate

least 101.65 million yen in illicit funds being created - The representative director of Company C was found to have no direct

relationship with Nihon University in his background

Nihon University Illicit fund recipients
Hospital (Mr. A" / Mr. BY) - ltwas ot?v!ous that Company C's address was merely a unit in a residential
T llicit funds condominium
Payment for _ transferred “Although Alfresa agreed to match the discount conditions after Toho 'stgflciaisglhag’%g:;g ofihe
pharmaceutical 1% of the discount Shell pharmaceutical’s price reduction, it refused to transfer funds to a bank Paper (Iiogmpany as Stated in
deliveries returned €ll company account designated by Mr. A and his associates, which belonged to a the Gontract
(Company C3) different company.”
: Nikkan Yakugyo
Q@ 1 “Funds Were Also Paid in Transactions Between Toho and Alfresa — Former %
Toho HD Executives Confess in Nihon University Hospital Procurement Fraud” ) “
1% of the discount paid to (Translated) /

shell company

“Mr. G (President and Representative Director of Company C) was

A A employed at a travel agency called Travel Agency Company H before 2010.
® The shell company provided no actual services to Toho HD. (Omitted) In 2010, | (Mr. B) hired Mr. G at Association D, and after the
= The contracting party with the shell company was not the subsidiary establishment Company F, had him work there as well. Since hiring Mr. G
Toho pharmaceutical, but Toho HD itself at Association D, he has also been serving as my personal secretary up to the
. present.”
— The contract concluded under the name of Mr. Katsuya Kato, then Director of Toho HD Written statement of Mr.B,
Civil Case Record Related to the Nihon University Case (Translated)

Source: Civil court records related to the NU Incident; Nikkan Yakugyo — “Funds Were Also Recycled in Transactions Between Toho and Alfresa — Former Executives Confess in Nihon University Hospital Procurement Fraud.” (Some of the names of individuals and corporations have been

anonymized.); at home

Note: [1] Individual who demanded an additional 2% discount from Toho HD, etc., and received 1%—which should have belonged to NU—through Company C, and shared it with Mr. B. [2] Individual who used his own paper company's bank account to assist in the diversion of illicit funds. [3] 38
Paper company wholly owned by Mr. B with zero employees



A Dependence on Misconduct (3/3): They Have Continued to Tolerate Improper Transactions Rooted in the Industry, such as
Bid-Rigging and Excessive Accommodation of Customers (Compliance Violations), as a “Necessary Evil”

A-(® Endorsement of Misconduct by the executives as a
“Necessary Evil”

The Written Statements Show that the Executives Themselves Defined Misconduct as an “Indispensable Element of the Business”

COO Umada Tolerated and Participated in Order Coordination CEO Edahiro Also Regarded Order Coordination as Strategically Necessary and
as a “Necessary Evil” Tacitly Approved It

B In his Written Statements to the Public Prosecutors Office, current COO B Current CEO Hiromi Edahiro similarly stated that “to secure profits, it is
Akira Umada clearly stated that past bid-rigging was “I had essentially naturally sometimes necessary to engage in order coordination and similar
viewed it as a ‘necessary evil"” practices”

= = ‘ | e

| ,.‘.___‘___‘__v_"_’ ‘I (Omitted), however, had come to regard it as perfectly ~. = "Inthe low-margin, high-volume pharmaceutical wholesale
i e .! normal in the pharmaceutical wholesale industry for | - s ~ 1 industry, | believed that maintaining the existing business

} sl competing companies to coordinate orders in connection r-====-==-===3| relationship was the easiest way to secure sales and profits,

- TTITTTTTTTTTT with bids and the like, and, although the expression is i_ _________ ;_;j and that, for that purpose, it was naturally sometimes

e inappropriate, | had essentially viewed it as a ‘necessary e : necessary to engage in order coordination and similar

| | evil'." | practices.”

Written statement by Mr. Umada from the prosecutor’s | Written statement by Mr. Edahiro from the prosecutor’s

questioning regarding JCHO case (Translated) questioning regarding JCHO case (Translated)

This Shows that the Company Has Relied on Misconduct and
Has Systematically Condoned It as a “Necessary Evil” for Business Continuity and, Ultimately, for the Company

Source: Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro; Written Statement of COO Umada
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Toho HD's Pathology Has Created a Value-Destructive Negative Cycle

(Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement)

B: Abandonment of Negotiating Power

[ | They have operated on the premise of relying
on misconduct and have abandoned
legitimate negotiating power based on their
true added value

(DAbnormal business practices that amount to
surrendering pricing power

lrrational operations driven by excessive deference
to presumed customer wishes

Explained in Detail on the Following Pages
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B Abandonment of Negotiating Power (1/2): Toho HD Has Accepted an Abnormal Business Practice that Signifies the
Abandonment of Its Price-Setting Authority and Continues to Engage in Transactions under Such Conditions

B-(D) Abnormal Business Practices That Amount to

Business
practices

Issues

Surrendering Pricing Power

B Prices are determined based on the total amount
for all items, ignoring the value and distribution
cost of individual pharmaceuticals

B They structurally forgo the opportunity to pass on
the added value of logistics to the prices of
individual products, thereby nullifying the price
negotiation power at the operational level

"It has long been pointed out that lump-sum price transactions have
many problems. The drawbacks have been recognized, including the lack
of autonomy in pricing individual pharmaceuticals and the difficulty in
discerning the cost-based grounds for prices.”

Japan Generic Medicines Association (Translated)

B Products continue to be delivered without prices
being fixed, and prices are then determined
retroactively six months or one year later

B Since the products have already been delivered,
wholesalers no longer have their strongest
bargaining chip, namely the ability to “suspend
deliveries”

B Medical institutions, as customers, are in an
overwhelmingly advantageous position that allows
them to demand lower prices retroactively, and
wholesalers have no choice but to comply

“In the pharmaceutical wholesale industry, buyers held the advantage,
and the discount rate—namely the drug price margin—was at a level well
exceeding 20%. Buyers requested provisional deliveries over a long
period without finalizing prices, postponed the conclusion of price
negotiations until the end of the fiscal year, and obtained market price
information from management consultants and others, making it their
basic strategy to secure the maximum possible drug price margin. This
margin on drug prices had been incorporated as a source of operating
funds for medical institutions.”

Japan Pharmaceutical Information Center (Translated)

B A revenue structure in which pharmaceuticals are
sold to medical institutions at prices lower than the
purchase cost (resulting in an initial loss), and
profitability is then sought through retrospective
rebates from manufacturers

B They are unable to generate profit from their own
services (logistics) and have their very survival
effectively controlled by manufacturers’ discretion
over allowances

“For wholesalers, the delivery price to medical institutions is 1-3% lower
than the transfer price from manufacturers, resulting in a negative
margin (primary sales margin). This is offset by rebates and allowances
received from manufacturers. (Omitted) The background to wholesalers
compensating for their primary margin loss through such rebates and
allowances is the established practice whereby manufacturers, who
should not originally be involved in the distribution process, are deeply
engaged in downstream transactions of prescription pharmaceuticals.”

. Unsettled Contracts and Negative Margins and
T2 (= (SR s Provisional Deliveries Dependence on Rebates

Tokyo Medical and Dental Practitioners Association (Translated)

Source: Japan Generic Medicines Association, “Single-Item Unit Price Transactions and Lump-Sum Price Transactions”; Japan Pharmaceutical Information Center, "JAPIC NEWS No. 356: Distribution Reform of Prescription pharmaceuticals”; Tokyo Medical and
Dental Practitioners Association / Satoshi Daigo, “[Viewpoint] The Mechanism for Maintaining High Drug Prices (Part 2): Distribution Processes That Keep Drug Prices Elevated.”
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B Abandonment of Negotiating Power (2/2): Toho HD Has Abandoned Efforts to Gain Bargaining Power,
Condoned Excessive Deference to Customers, and Continues to Maintain Irrational Logistics Operations

B-@ Irrational Operations Driven by Excessive Deference

Business
practices

Issues

to Presumed Customer Wishes

Frequent and Urgent Deliveries

B Because medical institutions do not wish to bear inventory risk, they request
multiple deliveries in a single day and “urgent deliveries” of even a single
piece of gauze or a single syringe, and wholesalers comply with these
requests

B Logistics costs are ignored, and delivery is treated as infrastructure that is
simply “taken for granted.” Even in situations where “emergency delivery
charges” or “small - lot delivery fees” should normally be invoiced, these
services are provided free of charge under the name of good service

“There is in fact a longstanding commercial practice between pharmaceutical wholesalers and
pharmacies/medical institutions whereby deliveries are made multiple times a day. It is said that
this includes cases that are presumed not to be urgently needed. This has been pointed out as an
example of excessive service provided by pharmaceutical wholesalers (Omitted)."

Mix Online (Translated)

Duplicate Logistics for the Same Product

B The same pharmaceutical products are being delivered by four major
wholesalers, including Toho HD, each using separate trucks to the same
department of the same customer

B Because they cannot differentiate themselves through products, they can only
compete by providing “excessive service” to customers (such as high delivery
frequency and constant solicitation of orders), which has led them into a war
of attrition that ultimately harms themselves

“The pharmaceuticals handled by wholesalers are exactly the same products as those handled
by other companies, which can be regarded as a unique characteristic of pharmaceuticals as a
type of good. Because the products are identical, they cannot be differentiated by the products
themselves, and pharmaceutical wholesalers are unable to demonstrate superiority in terms of
product features. As a result, they are placed in an inferior position in terms of power
relationships with both the sellers (pharmaceutical manufacturers) and the buyers (medical
institutions and insured pharmacies), and are therefore compelled to conclude contracts under
disadvantageous conditions regarding prices and transaction terms in negotiations.”

Challenges for Pharmaceutical Wholesalers in Pharmaceutical Distribution (Translated)

Source: Mix Online, "Urgent Deliveries from the Pharmacy's Perspective: 60% Say ‘Almost None' in a Day; 80% of Urgently Requested Drugs Are Non - Formulary, NPhA Survey”; Kenji Tomita, “Challenges for pharmaceutical Wholesalers in pharmaceutical

Distribution.”
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Toho HD's Pathology Has Created a Value-Destructive Negative Cycle

(Dependence on Misconduct — Abandonment of Negotiating Power — Resignation from Improvement)

Repeat

C: Resignation from Improvement

B As aresult of abandoning negotiating power,

a sense of resignation that “this is a unique
industry, so nothing can be done” has spread
from management to the front line,
undermining efforts to improve operations
and strengthen negotiating power

7

=
(DLong-standing disregard of government corrective

recommendations

N

(2Resignation at the frontline toward making
improvements

VAN

N

(®Prolonged decline in gross margin and failure to
take actions on a low-margin, high-volume model

Explained in Detail on the Following Pages
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C Resignation from Improvement (1/3): Despite the Government’s Continued Demands to Improve the Above-Mentioned

Abnormal Business Practices and Irrational Logistics Operations, Efforts to Correct Them Have Consistently Been Abandoned

C-@ Long-Standing Disregard of Government Corrective

Recommendations

Recommendation

from the Ministry of Health, Labour and Welfare

Revision of the Guidelines

by the Ministry of Health, Labour and Welfare

B In 2007, the Ministry of Health, Labour and Welfare issued the “Emergency
Proposal on Improving the Distribution of Prescription Pharmaceuticals,”
calling for the correction of unsettled and provisional deliveries as well as
lump - sum price transactions

Emergency Proposal on Improving the
Distribution of Prescription Pharmaceuticals

Ministry of Health,

Labour and Welfare

“Cases have been observed, particularly among medical
institutions and dispensing pharmacies with large
purchase volumes, where unsettled and provisional
deliveries are continued over a long period. These
transactions are not captured by drug price surveys and

undermine the reliability of the current drug pricing system.

Therefore, under the public medical insurance system, it is
desirable that such transactions be corrected through
negotiations between the individual contracting parties.”

Emergency Proposal on Improving the Distribution of
Prescription Pharmaceuticals (Translated)

B In the “Guidelines to Be Observed by Parties Involved in the Distribution of
Prescription Pharmaceuticals for Improving Distribution,” established in
2018, it is clearly stated that contracts should be concluded requiring cost
sharing for frequent deliveries and urgent deliveries

=1

Guidelines to Be Observed by Parties
Involved in the Distribution of Prescription
pharmaceuticals for Improving Distribution

Ministry of Health,
Labour and Welfare

w1 EEEALA

SAARBEORNEF

“Wholesalers shall explain to their counterpart insured
medical institutions and insured pharmacies the number
of frequent and urgent deliveries, the sharing of costs,
and other related matters, based on the grounds for such
costs, and seek their understanding. In addition, when
stable supply may be impeded or when wholesalers
request cost sharing, a contract shall be concluded
between the parties.”

Guidelines to Be Observed by Parties Involved in the
Distribution of Prescription pharmaceuticals for Improving
Distribution (Translated)

- s
Source: Ministry of Health, Labour and Welfare, “"Emergency Proposal on Improving the Distribution of Prescription pharmaceuticals”; Ministry of Health, Labour and Welfare, “Guidelines to Be Observed by Parties Involved in the Distribution of Prescription

pharmaceuticals for Improving Distribution”
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C Resignation from Improvement (2/3): In Light of Employee Reviews and the Findings of the Special Committee on
Governance, It Is Clear that Frontline Staff Are Also Endorsing the Status Quo and Have Given Up on Making Improvements

C-(@ Resignation at the Frontline toward Making

Improvements
Employee Reviews Findings of the Special Committee on Governance
B On employee review websites, there are many comments indicating that B Furthermore, the chairperson of the Special Committee for Governance
employees have accepted irrational business practices and operations and Enhancement has also pointed out regarding the Nihon University case
have given up on making improvements that frontline employees lack a sense of awareness of the problems and are
in a state of cognitive stagnation, regarding misconduct and irrational
"Although each employee should understand how we differ from our competitors, practices as “within the scope of normal business conduct.
there is a stronger atmosphere of resignation toward our own company at the B This is objective evidence that frontline staff are endorsing the status quo

frontline. There is no one who speaks positively about the company.” and have given up on making improvements

“Doctors and pharmacists tend to act in a lordly manner, so we have no choice but to

comply with them (Omitted).” “They may not even have been able to recognize (regarding the Nihon University
case) the problems. (Omitted) | personally think they believed these were within the
“In order to obtain allowances, we also accept unreasonable requests from scope of normal business conduct. | am pretty sure my view is correct.”
manufacturers, and this work takes a serious toll on our mental health.”
Employee Review Websites (Translated) Minutes of the Interview with the Chairperson of the Special Committee for

Governance Enhancement (Translated)

Source: Employee Review Websites; Minutes of the Interview with the Chairperson of the Special Committee for Governance Enhancement
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C Resignation from Improvement (3/3): The Gross Profit Margin Has Continued to Decline over

Many Years, and CEO Edahiro Has Also Acknowledged This Situation

C-® Prolonged Decline in Gross Margin and Failure to

take actions on a Low-Margin, High-Volume Model

Failure to take actions on the Current

Decline in Gross Profit Margin' “Low Margin, High Volume” Situation
B The gross profit margin has been on a downward trend for many years, and B The current CEO, Mr. Edahiro fails to take measures onthe current situation
the operating profit margin has been barely maintained only through the of “low margins and high volume.”
restraint of selling, general and administrative expenses
(%) | RS
100 14 40, imc. s < Conursan “In the low-margin, high-volume pharmaceutical wholesale
95 1 | oo puseses, industry, | believed that maintaining the existing business
9,0 ﬁ/\ e relationship was the easiest way to secure sales and profits,
g'g 8.0% _— e and that, for that purpose, it was naturally sometimes necessary
o] X ! 1 to engage in order coordination and similar practices.”
70 1 SG&IA g [ . .

B ratio Written statement by Mr. Edahiro from the prosecutor’s
201 questioning regarding JCHO Case(Translated)
1,5 _\’\/ OPM
10 c
05

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025

The Abandonment of Bargaining Power through Reliance on Misconduct
Hinders Toho HD’s Pursuit of Fair Compensation and Appropriate Profits, and Impairs Its Corporate Value

Source: Company disclosure materials; Case 2020 (Tokuwa) No. 3100Retained Case Records for Violation of the Act on Prohibition of Private Monopolization and Maintenance of Fair Trade Written Statement of CEO Edahiro
Note: [1] For FY2018-2023, figures have been adjusted so that information provision fees are included in net sales and operating profit, as is currently the case.
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Disclaimer

This presentation and the information contained herein (collectively “this presentation”) is for the purpose of exchanging views on Toho Holdings Limited (“Toho HD"). 3D Investment Partners Pte. Ltd. is the investment
manager of funds (“3D Funds”) that hold shares in Toho HD.

This presentation represents the views, estimates and opinions of 3D Investment Partners Pte. Ltd. and its affiliates (collectively “3DIP") exclusively, with regards to the business, capital structure, board of directors and
governance structure of Toho HD. 3D Investment Partners Pte. Ltd. represents such views, estimates and opinions solely in its capacity as investment manager to the 3D Funds.

This presentation should not be construed as a solicitation or request for other shareholders or any third party to jointly exercise together with 3DIP, their rights as a shareholder (including, but not limited to, voting rights)
with respect to any proposal to be presented to shareholders at Toho HD's general meeting of shareholders or the undertaking of any other action. 3DIP disclaims any intention or agreement to be treated as a joint holder
(kyodo-hoyusha), a specially related party (tokubetsu-kankeisha), or closely related party (missetsu-kankeisha) with other shareholders under any Japanese law (or other applicable law) by virtue of its action to express its
views, estimates and opinions or otherwise to engage in dialogue with other shareholders in or through this presentation.

3DIP does not have any intention to receive any power to represent other shareholders who hold the shares of Toho HD in relation to the exercise of their voting rights.

3DIP does not have any intention to make a proposal, by itself or with or through other shareholders, to transfer or abolish the business or assets of Toho HD and group companies of Toho HD at the general meeting of
shareholders, nor does 3DIP have any intention or purpose to engage in any conduct to make the implementation of continuous and stable business of Toho HD and group companies of Toho HD difficult.

Nothing in this presentation should be construed as an offer, invitation, marketing of any transactions, services or products, advertisement, inducement, or representation of any kind, nor as investment advice or a
recommendation to buy or sell any investment products or to make any type of investment, to enter into or conclude any transaction or take or refrain from taking any other course of action (whether on the terms shown
therein or otherwise), or as an opinion on the merits or otherwise of any particular investment or investment strategy. Any examples of strategies or trade ideas are intended for illustrative purposes only and are not
indicative of the historical or future strategy or performance or the chances of success of any particular strategy.

This presentation is for informational purposes only and should not be relied on by any person for any purpose and is not, and should not be construed as transactional, investment, financial, legal, tax or other advice,
proposal or invitation.

This presentation has been prepared based on information collected independently by 3DIP and publicly available information (both of which have not been independently verified by 3DIP) and does not purport to be
complete, timely or comprehensive.
3DIP has not received any inside information as defined in the Financial Instruments and Exchange Act of Japan (“Inside Information”) and has not included any Inside Information in this presentation.

This presentation contains “forward-looking statements.” Specific forward-looking statements can be identified by the fact that they do not relate strictly to historical or current facts and include, without limitation, words
such as "may,” “will,” “expects,” “believes,” “anticipates,” “plans,” “estimates,” “projects,” “targets,” “forecasts,” “seeks,” “could” or the negative of such terms or other variations on such terms or comparable terminology.

"o "o "o "o nou nou "o " ou nou "o

Similarly, statements that describe 3DIP’s objectives, plans, business strategy or goals are forward-looking. Any forward-looking statements are based on 3DIP’s intent, beliefs, expectations, estimates, assumptions and
projections, taking into consideration all information available to 3DIP at such point in time. These statements are not guarantees of future performance and involve risks, uncertainties, assumptions and other factors that are
difficult to predict, are not within the control of 3DIP and that could cause actual results to differ materially. Accordingly, you should not rely upon forward-looking statements as a prediction of actual results and actual
results may vary materially from what is expressed in or indicated by the forward-looking statements. 3DIP undertakes no obligation to update publicly or revise any forward-looking statement, whether as a result of new
information, future developments, or otherwise.
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Although 3DIP believes the information contained in this presentation to be accurate and reliable when made, 3DIP makes no representation or warranty, express or implied, as to the accuracy, completeness or reliability of
those statements or any other written or oral communication it makes with respect to Toho HD and any other companies mentioned, and 3DIP expressly disclaims any liability relating to those statements or communications
(or any inaccuracies or omissions therein). With respect to any public company referred to herein, there may be non-public information in the possession of the public companies or insiders thereof that has not been publicly
disclosed by those companies. Therefore, all information contained in this presentation is presented “as is,” without warranty of any kind, whether express or implied, and 3DIP makes no representations, express or implied,
as to the accuracy, timeliness, or completeness of any such information or with regard to the results to be obtained from its use. You should obtain your own professional advice and conduct your own independent
evaluation with respect to the subject matter therein. 3DIP expressly disclaims any responsibility or liability for any loss howsoever arising from any use of or reliance on the information contained in this presentation (or any
inaccuracies or omissions therein) in whole or in part by any person, or otherwise howsoever arising in connection with the same. Any investment involves substantial risks, including complete loss of capital. Any forecasts or
estimates are for illustrative purposes only and should not be taken as limitations of the maximum possible loss or gain. 3DIP may without notice to any person change all or any part of this presentation, but is not under any
obligation to provide any amended, updated or additional information or materials or to correct any inaccuracies in this presentation.

This presentation may include content or quotes from, or hyperlinks to, news coverage or other third-party public sources (“Third-Party Materials”). Permission to quote from Third-Party Materials in this presentation may
neither have been sought nor obtained. The content of the Third-Party Materials has not been independently verified by 3DIP and does not necessarily represent the views of 3DIP. The authors and/or publishers of the Third-
Party Materials are independent of, and may have different views to 3DIP. The making available of Third-Party Materials in this presentation does not imply that 3DIP endorses or concurs with any part of the content of the
Third-Party Materials or that any of the authors or publishers of the Third-Party Materials endorses or concurs with any views which have been expressed by 3DIP on the relevant subject matter. The Third-Party Materials may
not be representative of all relevant news coverage or views expressed by other third parties on the stated issues.

In respect of information that has been prepared by 3DIP (and not otherwise attributed to any other party) and which appear in the English language version of this presentation, in the event of any inconsistency between
the English language version and the Japanese language version of this presentation, the meaning of the Japanese language version shall prevail unless otherwise expressly indicated.

3DIP currently beneficially owns and/or has an economic interest in and may in the future beneficially own and/or have an economic interest in, Toho HD group securities. 3DIP intends to review its investments in Toho HD
group on a continuing basis and depending upon various factors, including without limitation, Toho HD group's financial position and strategic direction, the outcome of any discussions with Toho HD, overall market
conditions, other investment opportunities available to 3DIP, and the availability of Toho HD group securities at prices that would make the purchase or sale of Toho HD group securities desirable, 3DIP may from time to time
(in the open market or in private transactions, including since the inception of 3DIP’s position) buy, sell, cover, hedge or otherwise change the form or substance of any of its investments (including Toho HD group securities)
to any degree in any manner permitted by any applicable law and expressly disclaims any obligation to notify others of any such changes. 3DIP also reserves the right to take any actions with respect to its investments in
Toho HD as it may deem appropriate, including, but not limited to, communicating with the board of directors, management and other investors.

This presentation and the content thereof are the copyrighted works of 3DIP. All registered or unregistered service marks, trademarks and trade names referred to in this presentation are the property of their respective
owners and 3DIP's use thereof does not imply an affiliation with, or endorsement by, the owners of these service marks, trademarks and trade names.
In no event shall 3DIP be liable to any party for direct, indirect, special, incidental, or consequential damages, including lost profits, arising out of the use of this presentation.

Please note that this presentation may be altered or updated without notice. You should read it in full each time you read this presentation.
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