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Editorial policy

To inform readers about the Kobayashi
Pharmaceutical Group’s management and

corporate activities, this integrated report compre- . ‘i

hensively covers non-financial information such as
ESG activities, in addition to management'’s direc-
tion and strategy, and a review of operations. The
International Integrated Reporting Framework
provided by the International Financial Reporting
Standards Foundation and the Guidance for Collaborative Value Creation
formulated by Japan’s Ministry of Economy, Trade and Industry were used
as references in compiling this report.

m

Guidance for
Collaborative
Value Creation

The "Accounting Standard for Revenue Recognition” (Accounting
Standards Board of Japan (ASBJ] Statement No. 29, March 30, 2018) and
“Implementation Guidance on the Accounting Standard for Revenue
Recognition” (ASBJ Guidance No. 30, March 30, 2018] have been applied
from the beginning of the fiscal year ended December 31, 2020.

External recognition
g * FTSEBlossom

Japan Sector
Relative Index
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THE INCLUSION OF Kobayashi Pharmaceutical Co., Ltd. IN ANY MSCI
INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE
MARKS OR INDEX NAMES HEREIN, DO NOT CONSTITUTE A
SPONSORSHIP, ENDORSEMENT, OR PROMOTION OF Kobayashi
Pharmaceutical Co., Ltd. BY MSCI OR ANY OF ITS AFFILIATES. THE
MSCI INDEXES ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND
THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE
MARKS OF MSCI OR ITS AFFILIATES
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To our shareholders

Once again, we would like to offer our deepest and most sincere apologies for the
great concerns and inconveniences suffered by our customers, business partners,
and other related parties due to the issue caused by the Company’'s red yeast
rice-related products (hereinafter, the Issue*'). ;
At the Annual Shareholders’ Meeting on March 28, 2025, our shareholders 1 L-_"_\

entrusted us with the responsibility of establishing a new executive system. In the
past year, | myself had to rediscover the core vision underlying our corporate purpose
after the emergence of the cases related to the Issue, and | recognize that measures
undertaken to create a new Kobayashi Pharmaceutical still remain unfinished.

Under our new system, we are placing the highest priority on compensation for
affected customers and business partners while making steady progress in imple-
menting recurrence prevention measures focused on product quality and safety.

In the wake of what has happened, we believe that nothing is more important
than returning once again to our core customer-first philosophy, and we have
included customer-first management in the current fiscal year’'s management
guidelines. With our efforts centered on this policy, we are focused on such topics
as the sincere provision of compensation for affected persons even as we foster a
culture that places the highest priority on product quality and safety, strive to bring
balance to management, and create environments that inspire all employees
across the Company to continue working.

There are many employees at the Company, myself included, who hold Kobayashi
Pharmaceutical dear to their hearts. To encourage every individual to take pride
in their work, we will strive to be faithful leaders who respect on-site staff and
maintain close contact with such operations.

To ensure that such a problem never occurs again, we are continuing to progress
with rebuilding efforts, sparing no expense in the area of product quality and safety,
while also working to improve the efficacy of advertisements, optimize SKUs*?, and
reappraise unprofitable businesses in order to secure sustainable profitability.

From a financial perspective, we are focusing on the balance sheet in addition to
profit and loss, striving to improve capital efficiency, and promoting management
mindful of ROE. We are also actively providing returns to shareholders and are hope-
ful that evaluations of the Company will improve across a variety of perspectives.

In our pursuit of a new Kobayashi Pharmaceutical, we begin all efforts with a
customer-first mindset and are implementing reforms with the Company and its
employees working as one. | would like to humbly ask for your continued support as
we move into the future.

July 2025

Norikazu Toyoda

Representative Director, President and Chief Executive Officer

*1 Cases where a portion of the red yeast rice ingredients in the Company’s red yeast rice-related products were found to have possibly contained components that were outside the
Company’s expectations (hereinafter, “red yeast rice-related cases” or “the Issue”).
*2 Stock Keeping Units
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Message from the President

Norikazu Toyoda

Representative Director,
President and Chief Executive Officer

02 hi Pharmaceutical Co., Ltd. | Integrated Report 20252



v

Top Priorities for Efforts to Restore Trust TowardaNewliobayashi Business Overview ESG Initiatives Data Section
Kobayashi Pharmaceutical Pharmaceutical

Building a new Kobayashi
Pharmaceutical with humility,

sincerity, and gratitude

Our pledge to restore trust

Before anything else, our first priority is addressing matters regarding compensation for customers and business
partners affected by the Issue. In addition, we are enacting steady and sincere recurrence prevention measures to
ensure nothing like this ever happens again at Kobayashi Pharmaceutical.

As a part of the Company’s recurrence prevention measures, beginning in January 2025, we have shifted our
business system significantly, moving from one that divides its operations by business category to one that groups
operations by function (a function-based headquarters system). Based on this new organizational structure, we will
take a thoroughly customer-first approach, proceeding with initiatives focused on product quality and safety while
resolutely continuing to hold discussions on the sources of issues and where to allocate resources. Because the
level of expertise we require is quickly increasing, such evaluations are essential.

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025
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For product quality management, we must carefully ascertain whether our first (on-site manufacturers),* second
(supervisors of such processes),* and intermediate line (those in between these groups)* lines of defense are
functioning without redundancies, as well as whether too much is being asked of employees as the number of
processes they handle increases. This requires that we clearly understand the gates—quality control checkpoints—
that each product must pass at each stage to assure quality and safety before proceeding to the next step in
development. In this way, we can continue to fulfill our mission of providing desirable products all around the world,
and | believe we will be able to deliver products of unassailable quality to satisfy customers.

* First line: R&D Department, Manufacturing Headquarters, factories, and other sites for manufacturing
Intermediate line: Product quality management departments within the above organizations that handle self-regulation
Second line: Interdepartmental organizations that conduct audits of manufacturing sites from an independent standpoint

When actually carrying out measures addressing various management issues, we must go beyond the strictures
of the conventional Group Officers’ Meeting to ensure swift and robust discussions. The Management Executive
Committee, a group comprising five executive officers where | serve as chairman, functions as a “decision commit-
tee” that can swiftly reach resolutions.

| understand that the impetus for breaking free of dependence on the founding family is a desire to discard the hab-
its and culture of looking to the founders for help. To realize this change, | have organized the Management Executive
Committee as a “decision committee,” allowing for responsible deliberations that facilitate prompt decisions.

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025
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In addition, as an initiative to strengthen consciousness regarding product quality and safety as well as to not
allow the memory of the Issue to slip away, we commenced product quality and safety education for all officers and
employees in January 2025. Specifically, we set monthly training themes and conducted self-studies of previous
cases (through videos, etc.) for each working role. Following this, we gathered employees by division, with manage-
rial staff acting as facilitators conducting workshops. By promoting product quality and safety, we hope to trigger
mutual discussions between members that will prompt the application of the concepts learned to the execution of
duties, thus promoting a sense of these concepts as matters personally affecting everyone.

We furthermore have designated March 22, the day that the Issue was announced, as Quality and Safety Day.
Going forward, all employees will be encouraged to use this day to deeply reflect on the Issue and take it on as their
own personal issue. Through continuous initiatives that carve such lessons into our hearts, we painstakingly work
to prevent the memories of these cases from fading.

More than a year has passed since the announcement of the Issue, and we have continued to enact wide-ranging
initiatives geared toward recurrence prevention and regaining trust. We have reopened communications with
customers, and as a step towards contributing to society
through our products, we have also decided to resume

o\

advertising. The advertisement that we published in various
major newspapers on May 13, 2025 expressed our determi-
nation to society. We again articulated our commitment to
placing the highest priority on compensating customers
whose health was impaired and business partners who sus-
tained losses, all on the stage provided by the press. While

we do not believe that this sort of corporate advertisement
will immediately restore society’s trust, we explained how i

F=Ml=p HF R

Kobayashi Pharmaceutical is changing, and while evaluating S——

the effects of this messaging, we will continue to expand
advertising for our products. o
Product advertising entails helping customers understand
our products, and how they can be used to resolve their issues
and aid them in realizing healthier and more comfortable life-
styles. Sales remained low following the temporary pause in
advertising after the announcement of the Issue, but our many
loyal customers continued to support us despite our difficul-
ties. By letting customers know what we have to offer through

Y T 5 %

the restart of product advertisements, we believe we can help

repay our debt to these customers, even if only a little.

Reforms open a path to the future

As we pour our full effort into compensation and preventing recurrence, we must also create new growth strategies
to bring us to the next stage and change aspects of operations as called for. To do so, we are focusing on the follow-
ing two areas: ensuring well-balanced management and transforming organizational culture.

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025
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1. Ensuring well-balanced management

A reevaluation of our vision for the Company reminds us of its strength, specifically, that it has the ability to consis-
tently produce unique new products that can fill niches and has does so for every year it has existed. Over many
decades, the Company has maintained a culture in which at least one idea has been proposed by an employee every
month, and this tradition of considering ideas for new products or work-style reforms is a core value for our
employees. This culture is the driving force behind the Company’s unique concepts and new products. | believe this
is not something that can be easily replicated by other companies.

Leveraging our unwavering strengths based on a philosophy of creation and novelty, we will continue to create
unique new products. However, this does not mean uniformly expanding in every category, but rather identifying the
best areas for greater investment, pursuing the balanced development of new products, and selling products that
customers will keep on using for a long time.

From the midst of an ongoing changes in the domestic market due to demographic graying and population
decline, new problems and needs will emerge, and by continuing to provide comfort to our customers, the Company
will grow. Furthermore, drawing on personal experience, | believe it is likely we will see accelerated growth in our
international business. We are in the process of determining which areas to make large investments in overseas,
and, in the course of committing the necessary resources, we are able to invest in new opportunities for growth,
such as through M&A, as we have done in the U.S.

Until now, we have had poor management efficiency despite our focus on business expansion. Moving forward, we
will focus more on efficiency in management. We will continue to invest in product quality and safety so that nothing
like the Issue ever happens again, strive to improve advertising efficacy, optimize SKU numbers, and reorganize
unprofitable businesses, and more to improve our capacity to earn profits through structural transformation. In
addition, we will further allocate cash produced in this way toward growth investments as well as to investment in
human capital. By doing so, our employees, who are overflowing with the ideas that are the source of the
Company’s strength, will be able to be even more passionate in their work.

2. Transforming organizational culture

As | reflect deeply on the Issue, | am focused on transforming our organizational culture to strive alongside all of
our staff to create a new Kobayashi Pharmaceutical. There are many employees at the Company who are full of
passion and love Kobayashi Pharmaceutical. We must transform our organizational culture such that it is able to
draw out the abilities of these employees to the maximum extent.

Because of these cases, every employee in the Group (approximately 3,500 people), including directors, is consid-
ering which elements of our culture should be changed and which parts are wonderful and must stay as they are,
and are verbally sharing the organizational culture that they would like to see at the new Kobayashi Pharmaceutical.
While each employee certainly has a hand in shaping this organizational culture, one person, in this case me, has to
take responsibility for providing leadership during this transformation.

Currently, the dozen or so project members recommended by their various offices and management for engaging in
discussions on organizational culture transformation are doing so in a lively and passionate manner. | am personally
one of those who loves Kobayashi Pharmaceutical, but even | am sometimes overwhelmed by the passion of these
project members. Right now, every employee seems to be wrapped up in deep discussions regarding their vision for
the Company’s organizational culture. To realize these visions, we plan to identify those values we hold as important
and the actions that should be taken in line with our new “Action Standards,” which will be published this December.

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025
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Management that creates the future Kobayashi Pharmaceutical

To ensure that nothing like the Issue ever happens again, we must strengthen our management system. To this end,
we invited Mr. Yoshihito Ota, who has collaborated with the management of KYOCERA Corporation and Japan Airlines
Co., Ltd. and gathered experience from contributing to the business reorganization at Japan Airlines, to join us,
appointing him as our Chairman of the Board. | believe that Chairman Ota will not only contribute to the supervision
of operations as an outside director, but also join in management as an inside director with an outside perspective.
In particular, Chairman Ota and | are cooperating to demonstrate the first of the three pillars of the recurrence
prevention measures: a new Kobayashi Pharmaceutical that all staff work as one to rebuild.

As far as how duties are split between Chairman Ota and myself, | handle operations, while Chairman Ota
supports me.

Specifically, we expect Chairman Ota to fulfill the following roles:

1. As an inside director, monitor and provide advice on vital management issues.
o Meet regularly with the President (2-3 times per month)

2. Provide advice and support for executive-level and manager leadership education as well as for organizational
culture transformation

e From July on, conduct leadership study sessions with such members as executive officers

3. Through dialogue with employees in and around job sites, support the creation of an environment in which
employees work in an optimistic and lively manner
e Visits such sites as factories, sales locations, and research facilities

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025 07
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As for day-to-day guidance, he has provided advice regarding various topics like how to best utilize the strengths
of our factories and draw on our origins as a manufacturer, and we have had the chance to once again learn how
sincerity contributes to achieving our performance targets.

This advice, which includes the concept of breaking free from dependence on the founding family, begin with the
idea that there is a need to transform mindsets at the executive level. With this in mind, the leadership study
sessions, which have thus far specifically targeted executive officers, will prove to be a huge first step toward
transforming our organizational culture, and we expect that Chairman Ota will contribute greatly to these efforts.

With these employees, success is a certainty

I learned the fundamentals of domestic sales over the seven and a half years from joining the Company in 1987 to
1995, when | was put in charge of domestic marketing, mainly for perfumes and Bluelet. In 2006, | was appointed as
President of our European subsidiary, which had locations in the U.K., where | served for seven years. Then, in 2015
I was appointed as the President of our U.S. subsidiary, where | served for almost eight years.

When | first arrived in the U.S., | established a holding company in a bid to unify our sales and manufacturing
operations, strengthening capabilities in both areas as well as the headquarters’ ability to provide oversight. In
tandem with this | established a product development division, creating a structure capable of the local develop-
ment of new products to address local needs. In addition to these initiatives, | further executed two M&As that
expanded our businesses in the healthcare field. This lead to sales growth for our U.S. subsidiary, the operations of
which in 2015 had mainly centered on body warmers, from approximately $70 million at the time of my appointment
(or approximately ¥10.0 billion, assuming an exchange rate of US$1 = ¥140) to around double that at $141 million (or
approximately ¥20.0 billion) when | left in 2022.

Having this sort of experience in domestic and international locations under my belt is something | consider to be
a personal strength and is reflected in my belief in the importance of accurately understanding the specific prob-
lems faced at job sites and implementing direct countermeasures without being held back by existing frameworks.
Businessmen like me value humility, sincerity, and gratitude, and we recognize that even if we consider ourselves
capable, there are things that we still cannot accomplish. Thus, we realize constant humility and a willingness to
learn is what brings personal growth. Sincerity allows reality to remain unclouded and lets the truth be recognized.
Gratitude allows both those around you and
you yourself to enjoy working, thus support-
ing growth all around.

When | was approached regarding a possi-
ble appointment as President, | felt a great
unease, both due to the confusing times we
were in and the fact that a company that had
for many years been presided over by its
founding family would now be turning to me.
However, the profound love | felt for this com-
pany, which had been central to my personal
growth for many years, eclipsed my doubts,
and in the end the belief that | could not shirk

08 Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025
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this call to duty won out. | realized | needed to bring all my abilities to bear in service of Kobayashi Pharmaceuticals.

For many employees, their first and strongest impulse was to do something to help after the emergence of the
Issue. For me, however, it was not my desire to accomplish something, but rather my belief that as long as there
were employees like these | would be able to do so, that played the greatest role in supporting my decision.

Since my appointment as President, | have sent every employee a “One Team Communications” email newsletter
at least once a week. This is my take on former President Yamane’'s “Scram Communications.” Its two major
themes are improving product quality and motivating employees by keeping the memories of lessons learned from
the Issue fresh, but | also sometimes share my feelings and thoughts. When | was the President of our U.S. subsidi-
ary, | distributed an email newsletter to every employee once a month. The topics covered were related to the 12
parts of the “Kobayashi Way,” which provided a model for activities. Of these, | particularly focused on the concepts
behind the phrases “easy to understand” and “sense of ownership.”

I would like to work alongside the Group’s employees on an ongoing basis to discover the products that align with
the times. To this end, we will embrace a philosophy of creation and novelty to ensure a constant stream of products
that will be treasured by customers for years, products that they would say they would have problems doing without.
This is the mission of Kobayashi Pharmaceuticals and source of our corporate value. Difficulties compel us to
return to our foundations and carefully rebuild areas found to be lacking. Thanks to our outstanding employees, |
am confident in our ability to do so.

To better guide these employees, we are currently formulating a long-term vision for 2035 that will provide a base
that the new Kobayashi Pharmaceutical can be built upon. We plan to announce this long-term vision and the
direction of medium-term management plans in August of this year and hope that you, too, will look forward to it.

'
_‘h!

N
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Voluntary recall of red yeast rice-related products

Kobayashi Pharmaceutical

External (Ministry of Health, Labor and Welfare,
Consumer Affairs Agency, Osaka City, etc.)

2016 « Began production of red yeast rice-related products and acquired
sales business from another company
2021 * Began direct marketing of Benikoji CholesteHelp, a food with
function claims, across Japan
« Began physical store sales of Benikoji CholesteHelp, a food with
function claims, across Japan
J| Jan. | 15 e Received first report of a case from a medical doctor
& 31 e Received report of a case from a consumer
Feb. | 1 e Received case reports from medical doctors
» Received case report from a consumer
Mar. | 22 e Requested consumers to discontinue use of red yeast 22 [Other] Voluntary recall begins at companies using Kobayashi
rice-related products and announced voluntary recall Pharmaceutical’s red yeast rice ingredients
e Held a press conference 26 [Ministry of Health, Labor and Welfare] Requested Osaka City to
25 o Publicly disclosed the number of hospitalizations and the take measures including ordering the disposal of the products
serial numbers of products that may contain unintended [Consumer Affairs Agency] Accepted withdrawal of functional
ingredients claims for the products
26 e Announced first report of a death 27 [Osaka City] Issued recall order to the Company for the products
27 e Announced a report of a death, etc. 29  [Ministry of Health, Labor and Welfare] Announced at press
28 o Announced a report of a death conference that the causative substance may be puberulic acid
o Held the 106th Annual Shareholders’ Meeting [Other] Held first meeting of relevant ministers regarding
29« Announced a report of a death response to red yeast rice incident
« Held a press conference 30 [Ministry of Health, Labor and Welfare] [Consumer Affairs
Agency] Established joint telephone consultation service
[Ministry of Health, Labor and Welfare] [Osaka City] Conducted
on-site inspection of the Company’s Osaka Plant

31 [Ministry of Health, Labor and Welfare] [Osaka City] Conducted

on-site inspection of the Company’s Wakayama Plant
Apr. | 1 e Announced extended health consultation hours and began 1 [Other] Japanese Society of Nephrology conducted
accepting product returns “Questionnaire Survey on Renal Injury Associated with Benikoji
4 e Started publishing case statistics on the Company's website CholesteHelp” (interim report)
5 e Announced online product returns 3 [Osaka City] Held first meeting with the Osaka City Food
25 o Began providing compensation for incurred medical Poisoning Control Headquarters
expenses, etc. 9 [Ministry of Health, Labor and Welfare] Held joint press
26 e« Announced establishment of the fact-finding committee conference with the Japanese Society of Nephrology
Ongoing e Started continuously offering compensation to companies | 12 [Consumer Affairs Agency] Published report on the results of
that use the Company’s red yeast rice ingredients comprehensive review of the deleterious effects on health
attributable to foods with function claims

19 [Ministry of Health, Labor and Welfare] National Institute of
Health published a report on progress on identifying causes
associated with the product [multiple compounds detected in
addition to puberulic acid)

[Consumer Affairs Agency] Held first review meeting on foods
with function claims

24 [Consumer Affairs Agencyl Held second review meeting on
foods with function claims

26 [Osaka City] Held second meeting of Osaka City Food Poisoning
Control Headquarters

May | 10 e Announced first quarter financial results for FY2024 7 [Other] Japanese Society of Nephrology conducted
(extraordinary loss of ¥3.8 billion related to the Issue and “Questionnaire Survey on Renal Injury Associated with Benikoji
withdrawal of earnings forecast) CholesteHelp” (second interim report)

8  [Consumer Affairs Agency] Held review meeting on functional
food labeling (third meeting)

10 [Consumer Affairs Agencyl Held review meeting on functional
food labeling (fourth meeting)

21 [Consumer Affairs Agencyl Held review meeting on functional
food labeling (fifth meeting)

23 [Consumer Affairs Agencyl Held review meeting on functional
food labeling (sixth meeting)

24 [Ministry of Health, Labor and Welfare] Held joint press
conference with Osaka City (status report on survey results of
effects on health)

28 [Ministry of Health, Labor and Welfare] Published interim report
on cause investigation by National Institute of Health Sciences
(puberulic acid found to have kidney toxicity)

29 [Osaka City] Held third meeting of Osaka City Food Poisoning
Control Headquarters

31 [Other] Held first meeting of relevant ministers regarding
response to red yeast rice incident

10 Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025
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Kobayashi Pharmaceutical

External (Ministry of Health, Labor and Welfare,

Consumer Affairs Agency, Osaka City, etc.)

Governance Committee

J| Jun. | 21 e Announced withdrawal of sponsorship and exhibit at the 3 [Consumer Affairs Agency] Consumer Affairs Committee held
& Osaka Healthcare Pavilion at the 2025 World Exposition general meeting (summary of functional food labeling meetings)
28 e Announced total number of inquiries related to deaths and 28 [Ministry of Health, Labor and Welfare] Minister held emergency
cases under investigation press conference, including comments on the Company’s
press release
30 [Other] Japanese Society of Nephrology held its 67th Annual

Meeting, reported survey results on kidney damage associated
with Benikoji CholesteHelp

Jul. | 23 e Announced change of representative directors and partial

return of compensation
* Announced summary based on the results of the fact-finding
committee’s investigation
26 e Announced a finding of insufficient reporting to the Ministry of
Health, Labor and Welfare (relating to the number of
companies covered in the initial report)

Aug. | 1 e Announced an update on the finding of insufficient reporting 23 [Osaka City] Held fourth meeting with Osaka City Food
to the Ministry of Health, Labor and Welfare [relating to the Poisoning Prevention Headquarters and announced
number of companies covered in the initial report ] approximately 95% product recall rate

8 e Announced withdrawal from the red yeast rice related business 27-28 [Osaka City] Conducted on-site inspections of the
» Announced start of full-scale compensation for customers Company’s Osaka Plant
who suffered ill health effects (began August 19th)
« Announced second quarter financial results for FY2024
(cumulative extraordinary losses of ¥7.9 billion related to the
Issue and revised earnings forecast)
13 e Announced the finding of insufficient reporting to the Ministry
of Health, Labor and Welfare (number of cases investigated)
21 e Announced updates on the finding of insufficient reporting to
the Ministry of Health, Labor and Welfare (number of cases
investigated)

Sep. | 17 e Announced recurrence prevention measures 1 [Consumer Affairs Agency] [Ministry of Health, Labor and Welfare]
Began requiring provision of information on ill health effects
caused by foods with function claims, etc.

18 [Ministry of Health, Labor and Welfare] Published report on
causal investigation by the National Institute of Health Sciences
(puberulic acid found to have kidney toxicity, Compound Y and
Compound Z found not to have kidney toxicity)

[Ministry of Health, Labor and Welfare] Held first meeting of
working group on response to ill health effect information on
cases related to red yeast rice-related products

Oct. | 8 e Announced that executive officers, outside directors, and Audit | 8  [Other] Japan Direct Marketing Association issued improvement

and Supervisory Board members would return part of their recommendations to the Company
compensation 10 [Osaka Cityl Held fifth meeting with Osaka City Food Poisoning
Prevention Headquarters

22-24  [Ministry of Health, Labor and Welfare] Held second meeting

of working group on responding to ill health effect informa-
tion regarding cases involving red yeast rice-related products

Nov. | 8 e Announced third quarter financial results for FY2024 (cumula- | 20-21 [Ministry of Health, Labor and Welfare] Held third meeting of

tive extraordinary losses of ¥10.1 billion related to the Issue working group on responding to ill health effect information
and revised earnings forecast) regarding cases involving red yeast rice-related products

Dec. | 2 e Announced changes to personnel and organization 24 [Ministry of Health, Labor and Welfare] Held fourth meeting of
working group on responding to ill health effect information
regarding cases involving red yeast rice-related products

26 [Osaka City] Held sixth meeting with Osaka City Food Poisoning
Prevention Headquarters

&1 Jan. | 21 e Published press release regarding personnel changes among
& the representative director and directors
Feb. | 10 e Announced full year financial results for FY2024 (cumulative
extraordinary losses of ¥12.7 billion related to the Issue)
e Announced progress of recurrence prevention measures
Mar. | 21 e Held first Quality and Safety Day 19 [Osaka City]l Submitted its detailed food poisoning report to the
28 o Submitted notification of the establishment of the Corporate Ministry of Health, Labor and Welfare
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Formulation of the recurrence prevention measures

In light of points in the investigation report issued by the fact-finding committee, the Company published the “Notice Regarding
the Formulation of the Recurrence Prevention Measures, Etc.” on September 17, 2024, and formulated the recurrence prevention

measures, which are based on the following three pillars.

Outline of the Recurrence Prevention Measures (three pillars)

1 Changing Mindsets and 2 Fundamental Changes to Rebuilding a New Kobayashi
o Enhancing Systems concerning e Corporate Governance o Pharmaceutical through Unity
Quality and Safety
» Work to thoroughly implement “quality o Reform the composition of the Board of « To increase risk sensitivity and value
and safety first” and change the mindsets Directors to manage the new Kobayashi creation capabilities, we will implement
concerning quality and safety of our Pharmaceutical measures to eliminate the Company’s
officers and employees e To regain the trust of stakeholders and inherent tendency toward homogeneity
« Clarify responsible departments and realize the new Kobayashi and strengthen diversity
improve quality control to enhance the Pharmaceutical, we will establish e Rebuild the Company through unity with
quality assurance and management a system to operate appropriately and all officers and employees
systems make the right decisions

1. Changing Mindsets and Enhancing Systems concerning Quality and Safety

First, we will provide a discussion forum to encourage all employees to participate wholeheartedly in training and come to view
quality and safety as their “own responsibility” while reconfirming the importance of “providing peace of mind to our customers.”
The management team is also increasing opportunities for dialogue with employees involved in maintaining and managing quality
to foster a “quality and safety first” mindset. Next, we have clarified the roles and responsibilities of the quality and safety departments,
and established a specialized department to build a new quality control system and apply greater expertise. This restructuring
went into effect as of January 1, 2025. In addition to strengthening the factory management system, we are accelerating cooperation
with the manufacturing and R&D divisions to improve manufacturing collaboration as well as governance systems.

Going forward, we will strengthen the capabilities of our manufacturing sites and rebuild our quality management system,

while simultaneously refining our quality control standards and product quality audits.

2. Fundamental Changes to Corporate Governance

In light of the Company’s current situation, we have revised the ideal composition for its Board of Directors and have looked to
both internal and outside sources in our selection of human resources to serve as representative director and directors, revamp-
ing the Board's composition. We are also reviewing the Company’s executive structure with the goal of increasing expertise and
improving both the quality and speed of decision making.
To strengthen our crisis management system, we have revised our risk management system based on specific emergency
response scenarios and strengthened the emergency response and risk information escalation systems.
Going forward, under the new Board of Directors, we will work even more closely with the Company’s Audit and Supervisory

Board members to enhance the oversight of internal controls and quality management.

3. Rebuilding a New Kobayashi Pharmaceutical through Unity

First, we undertook to reform our human resources system in order to secure and assign talent with a focus on expertise and
diversity, and to develop executive talent that values such diversity. Next, we launched a Company-wide project in December 2024
to establish a new vision and encourage a corporate culture that puts that vision into practice.

We are determined to never forget the Issue, and we have designated March 22—the day the Issue was publicized—to be the
annual Quality and Safety Day, in order to keep the Issue at the forefront of our minds as we work to transition into a new

Kobayashi Pharmaceutical.
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Progress of the recurrence prevention measures

Progress in implementing the Company’s recurrence prevention measures is as follows. Our intention is to continuously review

the effectiveness of measures that have already been implemented or introduced, and to continually review their effectiveness.

(1)

As of August 5, 2025

Changing Mindsets and Enhancing Systems Concerning Quality and Safety
Changing Mindsets: “Quality and Safety First”

(A) Education and Training on Quality and Safety
‘ Conducting training and education on quality and safety for all employees _ Implemented (Jun. 2024)
(B) Messages on Quality and Safety from the President
‘ Regular messages from the president _ Implemented (Aug. 2024)
(C) Increase Opportunities for Dialogue with Employees
&Zgnu;girngi?qul?ti/ 2er3]tdwseaefr;tr;1anagement and employees to increase engagement in maintaining and _ Implemented (Aug. 2024)
(D) Formulate Management Plan with the Highest priority on Quality and Safety First
Incorporate quality and safety first into the management plan Implemented (Nov. 2024)
Position quality and safety measures into the center of the medium-term Implemented (Aug. 2025)
Create an environment that enables the necessary investments to improve quality and safety Aug. 2025
Select necessary businesses and concentrate resources on those businesses Aug. 2025
(2) System Enhancement 1: The Quality Assurance System
(A) Clarifying Responsible Departments
‘ Clarify the role of the Reliability Assurance Headquarters _ Implemented (Jan. 2025)
(B) Improving Quality Control Systems
o Transition to a function-based headquarters system Implemented (Jan. 2025)
mgrﬁﬁsste“t:: expertise in Assign full-time quality control staff to quality control departments Implemented (Jan. 2025)
Review human resources rotation Dec. 2025
Strengthen the interactive Reorganize quality-related departments Implemented (Jan. 2025)
collaboration between divisions in
the first and second lines Reorganize quality-related committees Implemented (Jan. 2025)
(C) Creating a New Specialized Department
‘ Establish departments focused on product development and manufacturing-related laws and regulations _ Implemented (Jan. 2025)
(3) Enhancing Systems (2): Management Systems
(A) Improving Plant Governance Systems
(a) Regular audits by the Quality Management Department and third parties
- - "
Reguiar factory audlis by the %earlaplrlo?:fsl,'Eﬁ'ﬁiﬁﬁigie{?ﬂﬁi:ﬁ;? e s Implemented (Jul. 2024)
Regular internal audits Implemented (Apr. 2025)
Establish a third-party Third-party factory audits Implemented (Oct. 2024)
check system Continuously implement third-party audits Oct. 2025
{E]] Establish a Factory Manufacturing Development Department
.
L e e o s povtopet Coretre) [ piretea 1. 207
(d) Establish comprehensive hygiene management standards
Establish hygiene management standards for oral products (excluding pharmaceutical products) Implemented (Jul. 2025)
Establish hygiene management standards for products that come into contact with the skin
(excluding pharmaceutical products) Dec. 2025
Establish hygiene management standards for all product categories Dec. 2026
(B) Developing Relevant Rules
Centralization of laws, regulations and various guidelines according to product category Dec. 2025
Thorough penetration of quality assurance policy Implemented (Oct. 2024)
g)l/grci?yr?;zneu?:catﬂ:);na;gni;il?tsyoafcwoanngga“cct;ring, research, and quality departments Implemented (Mar. 2025)
(C) Reviewing Workflows
(a) Collaboration Between Development Departments and Plants
Regularly hold mass production review meetings Implemented (Apr. 2025)
Fhsetal\:2z:ft;z:otislii—:g;i_iaer;glqeunatstle?:ality improvement team between the development department and Implemented (Dec. 2024)
(b) Improvement of Manufacturing Management and Maintenance Control, etc., in New Technology Areas
Reconsider PMI processes when entering new technology fields or expanding the business Implemented (Oct. 2024)
Develop human resources engaged in acquisition and establish a system for feedback from Dec. 2025
external experts
Strengthen manufacturing management and quality maintenance management systems after
starting continuous production of acquired businesses Dec. 2025
(c) Strengthening Product Inspections
Consider and conduct multiple tests appropriate for assessing product characteristics and proce-
dures to detect contamination of non-specified ingredients - Aug. 2025
* Plans currently under way to introduce new inspection methods; we also plan to make continuous updates to meet requirements and technical standards
(D) Reforming Personnel Evaluation Systems

‘ Reform personnel systems with a focus on evaluating activities that contribute to quality and safety Dec. 2025

* Each main section corresponds to the three recurrence prevention measures.
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Progress of the recurrence prevention measures

I

Prepara-
Number* Recurrence prevention measures tion for

imple-

As of August 5, 2025

Implementation

Fundamental Changes to Corporate Governance
(1) Breaking Free of Dependence on the Founding Family in Managing the Company
Resignation of the chairman and president

Further strengthen the supervisory function of the Board of Directors, the majority of which is made
up of outside directors

(2) Re-examining Organizational Structures

Implemented (Jul. 2024)

Implemented (Mar. 2025)

Consider transitioning to a “company with a nominating committee, etc.” structure

Reform the composition of the Board of Directors, increase the number of outside directors, and
strengthen supervisory functions by appointing an outside director as Chairman of the Board

(3) Strengthening Supervision by Board of Directors

Mar. 2026

Implemented (Mar. 2025)

(A) Strengthening Supervision by Outside Directors

Change the system for appointing the Chairman of the Board

) . Implement reviews of agendas for Board of Directors meetings
Review the operations of

the Board of Directors Improve system for sharing information between outside
directors and Audit and Supervisory Board members

Establish rules on the terms of service for outside directors

(B) Strengthen Cooperation between the Board of Directors and Executive Management (establish regular meetings, etc.)

Establish system to provide prompt Strengthen cooperation between the Board of Directors and
and appropriate information to the | executive management

Board of Directors Establish escalation system for risk information

(C) Timely Sharing of Information with Audit and Supervisory Board Members

Encourage communication between the Audit and Supervisory Board and the Board of Directors and
the executive management

(4) Review of Executive Committee Meetings and Abolishing the Group Operating Meeting (GOM)

Establish Management Executive Meeting (clarify executive
decision-making organization)

Reorganize meetings Establish Group Council (collection of diverse opinions)

Establish various expert committees (strengthen expert
discussions, incorporate third-party perspectives)

(5) Establishing a Crisis Management System

Implemented (Jul. 2024)

Implemented (Jul. 2024)

Implemented (Jul. 2025)

Implemented (Mar. 2025)

Implemented (Jul. 2024)

Implemented (Aug. 2024)

Implemented (Jun. 2025)

Implemented (Nov. 2024)

Implemented (Jan. 2025)

Implemented (Mar. 2025)

(A) Response System with the President in Charge

Establish system for prompt, expert decision-making (establish Quality and Safety Specialized
Committee and Quality and Safety Emergency Meeting)

(B) Risk Management System for Emergencies

Strengthen collaboration between the Risk Management Department and the Board of Directors
secretariat through reorganization

Establish risk management system for normal times

(C) Internal Information Sharing System for Emergencies

Reorganize the escalation process for risk information in the event of an emergency

Formulate policy on risk information for escalation to the Board of Directors

(6) Enhancing Risk and Compliance Systems

Implemented (Mar. 2025)

Implemented (Jan. 2025)

Implemented (Mar. 2025)

Implemented (Mar. 2025)

Implemented (Mar. 2025)

(A) Reorganizing the Governance Promotion Meeting

‘ Establish the Risk and Compliance Committee

(B) Organizational Management with Integrity as a Code of Conduct

Establish specialized department for promoting
integrity management

Promote integrity-focused
management Implement integrity training for directors

Foster a culture of integrity management

Implemented (Mar. 2025)

Implemented (Jan. 2025)

Implemented (Jun. 2024)

Dec. 2025

(7) Improving External Communication and Information Distribution

Activate internal and external communication through new organizational structure with
enhanced specialization

Implemented (Jan. 2025)

(8) Prioritize Quality and Safety in Business Operations
Reform business portfolio strategy and decide what to discontinue (select business and focus resources) Aug. 2025
Consider reducing SKUs Aug. 2025

Reallocate necessary personnel, budget, and other resources
Rebuilding a New Kobayashi Pharmaceutical through Unity
Secure, assign, and develop human resources with a focus on expertise and diversity

Jan. 2026

Jan. 2026

Reform organizational culture (promote organizational culture transformation)

Continue efforts to ensure the issue is not forgotten by designating March 22nd (the day the issue
was made public) as Quality and Safety Day

* Each main section corresponds to the three recurrence prevention measures.

14 Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025

Nov. 2025

Implemented (Mar. 2025)




v

Top Priorities for

Kobayashi Pharmaceutical Efforts to Restore Trust

Toward a New Kobayashi
Pharmaceutical

Business Overview ESG Initiatives Data Section

Efforts to Restore Trust

Transition to a Function-Based
Organization

Under the previous division-based system, the manufactur-
ing side of the first line of defense (R&D departments,
Manufacturing Headquarters, and factories) were unable to
apply their full expertise, and the quality control department
had to handle both quality control and business promotion.
The second line (then, the Reliability Assurance Headquarters)
was taking on tasks other than quality audits, which was also
an issue.

To realize a quality and safety first approach throughout our
organization, we implemented a structural redesign on January
1, 2025, aimed at enhancing the expertise of our on-site staff,
the people responsible for ensuring product quality. The
previous system, which divided marketing and R&D by business,
was suspended and a centralized function-based system that
consolidates previously divided functions was adopted. This
move was intended to consolidate the expertise and experience

of specialist human resources as well as to create lines of

Previously

reporting that generate daily discussions in line with such
expertise, and this system will enable each department to fully
perform the functions it is designed for.

In addition, to reinforce the original purpose of the quality
control department, it has been reorganized within both the
R&D and manufacturing divisions.

Furthermore, the department formerly known as the
Reliability Assurance Headquarters has been clearly posi-
tioned to act with independence and objectivity in executing
both quality assurance and safety management audits,
responsibilities that distinguish it from other business
divisions, the Manufacturing Headquarters, and factories. To
further emphasize the duties of this department, its name
was changed in January 2025 to the Quality and Safety
Assurance Headquarters and it is charged with executing
process audits of quality control systems across all business
divisions, the Manufacturing Headquarters, and factories, in
addition to auditing Company-wide quality and safety
systems. The new headquarters is also responsible for

Company-wide quality training.

From January 1, 2025

Business Division System

Healthcare Division Household Division International Business

International Business
field
Marketing functions

Healthcare products and
direct marketing field
Marketing functions

Household products field
Marketing functions

International Business
Household products field field
R&D functions R&D functions

Healthcare products and
direct marketing field
R&D functions

Business promot
functions
control functions

Central R&D Laboratory

Acquisition and accumulation of medium- to long-term
and core technologies

Manufacturing Headquarters and factories

—Development and Procurement Division———
Procurement Development Quality control
functions functions functions

Reliability Assurance Headquarters

Quality assurance Safety management Customer service
audit functions functions center

Production
functions
(factories)

Function-based headquarters system

International Business
Headquarters

Marketing Headquarters

Healthcare products and
direct marketing field
Marketing functions

Household products field

International Business

Marketing functions field

Marketing functions

R&D Headquarters

International Business

Healthcare products and
direct marketing field
R&D functions

Household products field

R&D functions field

R&D functions

— Division of functions and creation of independent departments ————

Quality control fun

Acquisition and accumulation of medium- to long-term

and core technologies

Manufacturing Headquarters and factories

Independent manage-
I” ment of departments 1
Procurement Developme 3
nctions functions Quality control
functions

Quality and Safety Assurance Headquarters

Quality assurance Safety management Customer service
audit functions functions center

(factories)
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Efforts to Restore Trust

Message from the Head of the Quality and

Safety Assurance Headquarters

Hiroo Yamasaki

Executive Officer

Senior General Manager of
Quality and Safety
Assurance Headquarters

During the investigation by the fact-finding committee and
the Osaka City food poisoning control headquarters, there
were various comments about the Company’'s manufacturing
methods and awareness of quality. Because my primary
focus since joining the Company has been on the R&D of
products that our customers will genuinely love, | feel great
shame at this incident.

Past challenges in quality control

Kobayashi Pharmaceutical excels at creating attractive prod-
ucts that serve untapped needs, and we have consistently

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025

Always consider quality from
the customer’s perspective
and build a system that

provides satisfactory value

introduced such products across a wide variety of categories
to the world.

However, leading up to the incident, a number of
development projects were progressing and the Reliability
Assurance Headquarters began to focus more on auditing
the appropriateness of the then-quality control system than
on how individual products were faring, which likely led to
oversights. Specifically, coordination between the Reliability
Assurance Headquarters and onsite management was
ambiguous, so although the Headquarters received reports
and consultations from the manufacturing sites about
development defects, its primarily focus was on acting as
the brakes. As a result, there was confusion about how to
address and eradicate problems.

Because the allocation of Company-wide resources
favored new product R&D, repeated short-term personnel
rotations may have led to insufficient employee expertise and
response to changing quality standards.

Against this backdrop, when we began implementing
preventive measures, we were met with feedback indicating
difficulty in understanding distinctions among departments
and a lack of reliable system coordination. Therefore, it was
concluded that the system needed to be restructured to
make it easier for everyone to understand and implement
and that reforms were needed to raise quality awareness.

Every employee should work with

the customer in mind

Raising the standard of quality requires more than tightening
up management. We need to be looking at who this quality is
for—the customer—the values they hold and the metrics
they judge products by. To ensure that every customer feels
happy choosing Kobayashi Pharmaceutical products, we
need to provide products and services that guarantee quality
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Role requirements

Quality improvement system (concept)

Quality and Safety Assurance Headquarters

Human resources
requirements
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*1 An intermediate function between the first and second lines of defense
*2 Brand managers

from the customer perspective. We must take a hard look at
our Quality Management System (QMS), as this is what will
sustain these efforts, and make sure its values permeate
throughout the Company.

Specifically, we will first raise quality awareness among
those on the first line of defense on the ground and establish
a system that can guarantee standard quality in the onsite
product design and manufacturing process. Those on the
intermediate line will then manage onsite quality control
(QCJ, and the second line’s Quality and Safety Assurance
Headquarters will audit overall processes as well as some
individual product audits. This system will ensure overall
quality with the proper functionality across all three lines of
defense. In fiscal 2025, we will focus on strengthening roles
within each line and cooperative action between the
intermediate (R&D and manufacturing) and the final lines.

We are working on developing specialists to support this
system. Previously, we rotated employees relatively often so
that they could benefit from a variety of onsite experiences.
Going forward, we need to develop career paths for people
with onsite experience on the first line, to ensure those on
the intermediate line acquire management experience in
research or factory quality control, and, among those on the
second line, to nurture quality assurance auditors with the
skills and experience they need to improve the expertise and
QMS audit effectiveness of the Quality and Safety Assurance
Headquarters. The Quality and Safety Assurance Headquarters
will become a highly specialized department that handles
audits of both QMS processes and individual products, effec-
tively assuring Company-wide quality. It will also be crucial

to devote adequate resources to the establishment of a sys-
tem to maintain and manage a certain guaranteed level of
quality through functional QMS at every manufacturing site,
and to continually provide quality training while enhancing
the daily evaluation system.

In 2025, the R&D Headquarters, Manufacturing Headquarters,
and Quality and Safety Assurance Headquarters (the three of
which are directly responsible for manufacturing) established
the new Quality and Safety Specialized Committee, and this
committee meets weekly to discuss internal quality-related
issues. We actively deliberate on questions from every
department and make decisions that put the customer first.
This is just one example of our initiatives, and | hope that by
providing more opportunities for the customer-first mindset
to permeate will encourage lasting changes in our employees.

Similarly, we must always consider quality from the
customer’s point of view and build mutually beneficial
relationships both internally and externally with those who
collaborate with us. Once we achieve that, we will build a system
in which providing value to customers is second nature.

Aiming to realize a new Kobayashi Pharmaceutical, we are
striving to realize major changes in the methodologies and
approach we have used to date and to work together as a
team to transition to an organization that truly understands
its customers.
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Efforts to Restore Trust

Message from the Head of the R&D Headquarters

Yuji Matsushima
Director

Managing Executive Officer
Senior General Manager of
R&D Headquarters

In January 2025, as part of measures introduced to prevent
the recurrence of the incident announced in the preceding
September, we abolished our previous organizational system
under which marketing and research and development were
conducted separately by business category. This was accom-
panied by a transition to a functional headquarters system
that consolidates the functions of the Healthcare Division,
Household Division, and Central R&D Laboratory into the
Marketing Headquarters and R&D Headquarters.

Strengthening quality and safety systems
through the transition to the functional

headquarters system

The biggest difference between the previous system and the
new functional headquarters system is the approach to

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025

Putting thorough
consideration, expertise,
and heart into our
product development

quality control. Formerly, the quality control department
was responsible for both quality control and promoting
development. This meant that, in effect, it had to serve as
both the accelerator for and the brakes on development and
that there was no single entity dedicated exclusively to
maintaining oversight.

Under our new functional headquarters system, R&D will
still have its own accelerator and brakes, but the new quality
control department will be there to monitor and apply the
brakes when appropriate. As the Senior General Manager of
R&D, | also keep close watch on both the accelerator and the
brakes and have the flexibility to attack problems when called
for, while the head of quality and safety assurance is certainly
capable of applying the brakes. This two-layered brake
structure is the biggest difference between the two systems.

The R&D department is the first line of defense with an
internal quality control management structure for product
design and formulation serving as an intermediate defense
before the second and final line of defense embodied by the
Quality and Safety Assurance Headquarters acting
independently to ensure quality across the entire Company.

Future quality control will require thorough collaboration
between the R&D Headquarters, Manufacturing Headquarters,
and Quality and Safety Assurance Headquarters. Discussions
at the Quality and Safety Specialized Committee, which
includes the three Senior General Managers, have also been
very effective in aligning inter-departmental perspectives on
quality as well as to identify and share challenges.

Strengthen onsite capabilities to
utilize the functional headquarters system

and increase quality awareness

The key to fully leveraging the functional headquarters
system and improving the quality control system will be
strengthening onsite capabilities. Quality control acts as

a safeguard to prevent any product with a defect from
entering the market, and the most fundamental solution is
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Improve expertise
(clarify responsibilities)

Strengthen manufacturing expertise

(build capabilities that go beyond the gate) |

On-site research
and development

Intermediate line

Monitor every single product for quality
(stricter gate function)

Onsite autonomous
management

Quality
Improve customer
satisfaction

Establish a quality
assurance system

Apply a holistic quality control system

Independent audits and QMS

to improve onsite capabilities in order to prevent such
products from being made in the first place.

In R&D, for every stage from the planning and design
stage onward, due consideration to ease of product testing
and formulation during manufacturing is essential.
Furthermore, design capability must be flexible and robust
but highly resilient against pressures in the manufacturing
and usage environments.

Specifically, R&D is the act of going from zero to one, i.e.,
the creation of something from nothing more than an idea.
Manufacturing, on the other hand, is essentially the consistent
reproduction of one thing to obtain one hundred. The vectors
of design and production are totally different, and it can often
be challenging to translate a process used in the lab to
factory production. Sometimes, it is simply impossible. To
support such translation, we have to convert the axis of the
R&D vector to match that of production in order to reproduce
that one lab creation into one hundred items. While main-
taining Kobayashi Pharmaceutical’s distinctive rapid
development pace, we will strengthen these translation
functions to create methods suitable for manufacturing with
a focus on formulation design.

Another important aspect of strengthening onsite capabil-
ities is strengthening our expertise. To improve our expertise
related to pharmaceuticals in line with the Pharmaceuticals
and Medical Devices Act (Act on Securing Quality, Efficacy
and Safety of Products Including Pharmaceuticals and
Medical Devices), and to food products in line with the Food
Sanitation Act and Hazard Analysis and Critical Control Point
(HACCP), we have reorganized our R&D by category
(healthcare products, household products, international] and
established reporting lines. The Research Department
includes the Fundamental Research Department and the
Life Science Research Department, which work from a
medium- to long-term perspective and collaborate with the
development side to focus on improving the standard of
product development. In addition, we are working to avoid
frequent personnel rotations for those in specialist positions
and focus instead on cultivating the human resources who
can improve their expertise in line with our technology strategy.

Developing new high-quality products that
deliver ongoing satisfaction

To date, Kobayashi Pharmaceutical's “a big fish in a small
pond” growth model has balanced the creation of new
markets with expansion in markets where there are few
competitors. Recently, however, | believe that our horizons
have grown and we need to focus beyond expanding our
small pond. | believe we should be placing more emphasis
on our products’ performance—specifically, their ability to
solve our customers’ problems—and allocate development
resources more wisely.

|'like to think of the evolution to the new Kobayashi
Pharmaceutical in terms of the Japanese martial art philos-
ophy of shuhari. The shu of shuhari refers to understanding
fundamentals. Ha means to think for oneself and express
originality. Finally, ri refers to transcendence, or to create
and innovate. If we enhance our expertise but stop at the
first stage of this philosophy, our claim to uniqueness will
melt away. However, if we move on to the other two aspects
without fully mastering the fundamentals, we risk running
into issues with quality. Kobayashi Pharmaceutical's strength
is backed by a culture rooted in a strong pioneering spirit,
and, although this is very important, | believe that we must
also establish these fundamentals to ensure we acquire the
correct knowledge, experience, and skills. With this in mind,
we will harken back to our origins of providing things that
delight people and society with all our heart.

Our new laboratory currently under construction in Osaka
Prefecture will contain R&D and manufacturing facilities and
will adopt an activity-based working approach that allows its
employees to choose when, where, and with whom they
undertake their work and fulfill their duties. Our team at
Kobayashi Pharmaceutical will use this space to further
explore and enhance their knowledge.
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Message from the Head of the Manufacturing Headquarters

Executive Officer

Senior General Manager
of the Manufacturing
Headquarters

When | first became head of Manufacturing Headquarters,

| was given the opportunity not only to tour the Company’s
factories, but to speak directly with our original equipment
manufacturing (OEM) partners. | have been involved in man-
ufacturing in some capacity at Kobayashi Pharmaceutical for
over 30 years, but because of the opportunities | had this
time to speak directly with our manufacturing partners, |
was able to accumulate a wealth of ideas on how to further
improve manufacturing processes. To ensure that we move
forward and transform our manufacturing operations, | have
resolved to adopt a humble attitude and seek to learn from
both external sources and personnel on the manufacturing
front lines.
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Hiroya Nakamura

Regain trust by making
Ideas on the ground
visible and steadily
implement them

Implementing functional recurrence

prevention measures in the workplace

To achieve the objectives of the recurrence prevention
measures, the Manufacturing Headquarters needed to
clearly define on-site roles to ensure that operations run
smoothly and function properly.

Since announcing the recurrence prevention measures,
the Manufacturing Headquarters has taken three steps,
starting with the establishment of the Quality Control Division.

Previously, the Quality Management Department operating
under the Development and Procurement Division was
responsible for product quality control. However, because it
operated in parallel with the Development and Purchasing
departments, the checks and balances structure was weak.
The creation of the new Quality Control Division and under it
a new Quality Control Department specializing in pharma-
ceutical and healthcare products as well as personal and
house care products strengthens the functionality of the
Company’s quality control structure.

Our second step was to establish the Factory Manufacturing
Development Department within the Factory Management
Division. Previously, despite being charged with managing all
of the Company’s factories, there was no lateral organization,
making the implementation of initiatives aimed at achieving
existing and introducing new quality standards challenging,
especially as each factory operates independently. Going
forward, the Factory Manufacturing Development Department
will incorporate and share the best practices and feedback
from every factory, further raising the overall standards of
our manufacturing.
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New approach for stronger quality control: Three lines of defense

First line: Raises quality to the established standard

Intermediate line: Determines quality standards, builds a system to maintain and manage those standards, and inspects quality

/4

/\ ATTENTION — Product development —

Technology

Transfer

Factories

Associated factory

development
(previously QP)

> production OEM production
Associated OEMQC
factory QC Process design quality

Product design quality

Design quality
control group

Intermediate

Quality Control
line* Division

Quality and Safety
Assurance
Headquarters

Second
line

; Management,
il Internal Audit
Office Verification

line

Feedback

Information exchange

Management, Internal
Audit Office

Process design quality Manufacturing quality

Manufacturing quality

Manufacturing quality
control group

Manufacturing
quality control group

{ Quality and Safety *
Assurance Headquarters

Quality audits

Quality audits

Verification

Even though the Quality Control Department is the primary body responsible for quality assurance,
the Quality and Safety Assurance Headquarters and management will work to ensure that the implementation is
Company-wide and includes all operations, from R&D and technology development to running factories

* An intermediate function between the first and second lines of defense

The third step was the creation of a department to handle
legal matters related to manufacturing. Previously, each
department independently handled any issues that came up.
Now, however, we maintain a team of experts in manufacturing
regulations and a system to enforce them.

Putting the customer first is key to establishing
high standards and firsthand experience

Unfortunately, our manufacturing division is suffering from

a loss of trust on the part of customers and society. | believe
that regaining trust will depend on our ability to demonstrate
the soundness of our manufacturing solutions and implement
them steadily.

However, even before | became a senior general manager,
| felt it was a challenge to create a workplace environment in
which people feel free to speak their minds. | knew that our
frontline workers possessed a wealth of ideas, but recognized
that as an organization we lacked the required structure for
sharing and implementing them. It is often said that it takes
a certain amount of courage to speak up and create a work-
place open to new ideas, but, ideally, none of us should
require courage to speak up. | try to put this approach into
practice by listening to as many different opinions as possible
in the meetings | participate in.

For example, at the weekly Quality and Safety Specialized
Committee meetings, members responsible for manufacturing
hold advanced discussions based on scientific data and
on-site information. | believe that making decisions based on
factual data and prioritizing quality and safety is an excellent
way to put the customer first.

All relevant topics may be discussed at meetings, and we
encourage employees to bring up anything that concerns
them—even it is negative—so that issues can be quickly
addressed. This also ensures that we can see for ourselves
how we have truly shifted toward putting the customer first
in our day-to-day judgements. | believe that such meetings
help to instill a customer-first approach. | believe that it is
crucial to listen to a variety of opinions in order to make
a proper judgements and have resolved to never put off
soliciting opinions when making a decision.

Whenever |I'm unsure of a decision, | go back to basics
and consider if and how | would want my own family to use
this product. | think the reason the Company has such
a strong history of innovation is because we avoid rejecting
unconventional ideas that people find interesting.

Backed up by this DNA, | believe that we will be able to
raise the quality of innovation even higher by creating
a workplace environment that encourages everyone to
speak their minds, thus driving forward the new
Kobayashi Pharmaceutical.
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Governance and corporate culture reform

Basic approach to
corporate governance

We believe that increasing shareholder value is a top priority
to realize the Company’s fundamental management policy of
maximizing corporate value. To achieve this, we believe that
prompt and accurate disclosure and increased management
transparency are crucial. Thus, we are implementing a num-
ber of initiatives to enhance corporate governance.

Kobayashi Pharmaceutical's corporate culture is one of
openness, in which anyone can express their opinions, and
we actively create opportunities for employees to discuss
their views with top management. We believe that developing
and maintaining this corporate culture contributes to effec-
tive corporate governance.

| Reform of the Board of Directors

The Company is implementing measures to ensure diversity
and reduce homogeneity with a focus on two of the three
pillars of the recurrence prevention measures announced on
September 17, 2024, namely, Fundamental Changes to
Corporate Governance, and Rebuilding a New Kobayashi
Pharmaceutical through Unity. To regain the trust of
stakeholders and realize a new Kobayashi Pharmaceutical,
we have determined that we need to reform the composition
of our Board of Directors.

As a result, at the Annual Shareholders’ Meeting held on
March 28, 2025, eight of ten candidates for director were
appointed to the Board. To ensure the effectiveness of the
Board of Directors’ supervision, the Company has maintained
a membership that comprises a majority of outside directors
while also increasing the number of outside directors from
four to six. This year, we appointed a new Director and

Matrix of Required Skills

Chairman from outside the Company with an eye to strength-
ening checks and balances on the actions of inside directors
and executive officers as well as to reinforce supervision. In
addition, to maintain corporate activities while fulfilling our
responsibilities to society as a manufacturer of pharmaceutical
and food products, we have appointed new directors with a
wealth of experience and knowledge in the research of such
products. To further strengthen both internal controls and
quality controls, which are key to recurrence prevention, we
have appointed new directors with extensive legal knowledge
as well as directors with broad experience in internal control
and risk management.

These appointments were made after deliberation by the
Nomination Committee and the Board of Directors, ensuring
that the candidates possess sufficiently broad expertise and
insight across the entire spectrum of management.

On the other hand, Akihiro Kobayashi, in charge of compensa-
tion for damages, and Yoshiro Katae, involved in preventing
recurrence of this issue, remain on the Board as outside
directors, while remaining mindful of continuity of business.

The reform of and appointment of members to the Board of Directors is also discussed
in Outside Director Mr. Katae's message.

The skills matrix as required by the Company is as follows:

| Governance System

We determined that the weekly Group Operating Meeting
(GOM] of executive officers had been proven insufficient in
dealing with the incident. This was because rather than
discussing issues and making business decisions, the focus
of the GOMs, which had many participants, had become
passively listening to departmental reports.

To resolve this, we abolished GOMs and streamlined executive

decision making to improve its quality and speed. In addition,

Corporate Global %Si?;fﬂ‘é"n?l Marketing, Finance and Legarlizgairs' DX IT/ /
management business hu(;r;\a/re\l(r)zsrzgﬁes sustainability sales accounting [ B et Digital it
Yoshihito Ota [ [ ) o (]
Norikazu Toyoda [ ) o [ ]
Yuji Matsushima [ ] o o
Akihiro Kobayashi [ ] [ ) [ ) o o [
Yoshiro Katae [ ] [ ) [ ) o
Akio Takahashi o (] o
Masato Mori o { ] (] o o o
Shinsuke Matsumoto [ } [ } o
Misa Kusumoto o (] [ ] [
Toshiaki Monkawa [ ] [ ] o

* The above list does not encompass all of the knowledge, experience, or abilities possessed by the Company’s directors.
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we established a new Management Executive Meeting as the
final decision-making body of the Kobayashi Pharmaceutical
Group. To provide a forum for sharing departmental informa-
tion and discussing issues from diverse perspectives, we
also established the Group Council, which is composed of
the executive officers and the heads of each division.
Furthermore, under the strong leadership of the
Representative Director, President and Chief Executive
Officer, we have taken steps to improve decision making
quality and speed at the Management Executive Meeting and

to ensure decisions made across the Company prioritize

quality and safety. These include the establishment of

four new specialist committees under the Management
Executive Meeting: the Quality and Safety Specialized
Committee, the Risk and Compliance Committee, the Human
Resources Specialized Committee, and the Investment
Specialized Committee.

The following lays out the Company’s new corporate
governance structure, restructured in line with the second
pillar, Fundamental Changes to Corporate Governance, of
the recurrence prevention measures published on
September 17, 2024.

Corporate governance system

Shareholders’ Meeting

Auditing
. Advice Nomination Compensation Corporate Governance
Audit and - : . ; )
Supervisory Committee Advisory Committee Committee
Board Board of Directors
Supervising 3 Quality and Safety
) < Specialized Committee 9
2 Cooperation Reporting 4_ o
=] - =
2 Supervising : Risk and _ E
= \/ Compliance Committee NS
) o
o i N o
:‘; < Difeeiton Human Resources R
g Internal Audit . Specialized Committee [
2 Office Reporting Reporting é
Sustaina i Management  Buibadl o o havice L — @
Committee Executive Meetin P Specialized Committee
Auditing
Newly established meetings and expert committees
Role Frequency Members
As the final decision-making body for the Kobayashi Pharmaceutical Twice per
Management Group's executive department. this meeting started in November month in Representative Director, President and Chief Executive Officer (Chairman
O Executive P part " eeting . o principle and CEO), full-time Audit and Supervisory Board members, and others
Meeti 2024 as a forum for the timely, intensive discussion of critical . . . -
eeting management matters and for making prompt decisions (Since April  |chosen by the CEO (a small number of executive officers)
. 2025)
This council is a space where information from each department is Twice per Representative _Director: President an_d Chief Executive Officer (Chairman
Grou exchanged and issues are discussed from a variety of perspectives. It month in ?:Egsii%]' f(l;]l:ggée[é:g:;f%i::f:lm:g;y E:Sarﬁer:deror;liireshir;fao;hers
(2} Coun’Z:il has been clearly positioned as a forum for the expression of opinions principle Resourceys Department. head of the Le algDe 'artment head of the
on improving the quality of deliberations at the Management (Since April M Igl . D % h I:J ds of h Quality C l
Executive Committee and various other management matters. 2025) lanagement Planning Department, and the heads of the Quality Contro
Divisions of the R&D Headquarters and Manufacturing Headquarters)
Once per week Chair: Senior General Manager of R&D Headquarters
Quality and per Vice chair: Head of Quality and Safety Assurance Headquarters
Safety . . . (Adfj'tlonal Members: Heads of the Manufacturing Headquarters, Public Relations &
(3] 2 Examine and respond to management issues related to quality meetings may . ) o
Specialized be held as General Affairs Headquarters, Quality Assurance and Audit Department,
Committee needed) Quality Control Division, Research QC Department, Fundamental
Research Department, Legal Department, and other department managers
Once per month|Chair: Head of the Public Relations & General Affairs Headquarters
Risk and (Additional ~ |Members: Heads of the Legal Department, Management Planning
(4] Compliance Internal controls and medium- to long-term risk management meetings may |Department, Human Resources Department, Corporate Headquarters, etc.
Committee be held as  |Observers: Full-time Audit and Supervisory Board members, Head of the
needed) Internal Audit Office
Human
Resources Considers and plans human resources strategies. considers Twice per Chair: Representative Director, President and Chief Executive Officer
@ Specialized cuccession lar?s gles. montph Members: Heads of the Human Resources Department and Management
Committee P Planning Department, etc.
Investment . - . . Chair: Senior General Manager of the Finance Headquarters
O Specialized EE:;"::SS tlf;isproﬂtablhty of investments and the soundness of Tvr\:’l]coifher Members: Managers of the Finance Department and the Management
Committee P Planning Department, etc.

* To realize the quality and safety first approach we are striving for, we have established direct reporting lines for important matters related to product quality and safety and compli-
ance between the Quality and Safety Specialized Committee and the Risk and Compliance Committee to the Board of Directors, bypassing the Management Executive Committee.
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Establishing a crisis
management system

For the Issue, we did not establish a countermeasures
committee, and the Company’s response was instead
discussed at weekly GOMs [management meetings). One
reason for this was that the Company’s crisis management
regulations stipulated the creation of a Crisis Management
Headquarters and were designed primarily to deal with
large-scale natural disasters. This meant that such a
structure was really not suited to making quick decisions
regarding public announcements and product recalls in the
event of a pressing issue with the potential for exerting a
serious negative impact on consumer well-being.

Therefore, we have undertaken to strengthen the Company’s
crisis management, by strengthening our emergency
response and risk information escalation systems.

In concrete terms, since March 2025, in the event of an
incident, we will promptly hold a quality and safety emergency
meeting with the president if said incident could indicate
a problem with product quality or safety that threatens
human health. If there is a risk of significant impact on
consumer health or lives, such as with the Issue, with the
potential for a large-scale product recall, we will promptly
establish a Crisis Management Headquarters and
implement a Company-wide response.

Emergency information escalation

Arrows at the top indicate the path of
information escalation

Internal information communication system in the event of
an emergency

In this case, although there was a need to promptly and
appropriately share internal information while also protecting
personal and insider information, there was ambiguity in the
reporting system to the Board of Directors, and the speed of
internal information sharing was insufficient, as was pointed
out in the fact-finding committee’s report.

After reviewing the Board of Directors’ structure of author-
ity regarding the escalation of risk, we revised it as well.
Rather than only the president holding this authority, under
the new system, responsible directors of each division, such
as the heads of R&D, quality and safety assurance, public
relations & general affairs, can escalate risk information to
the Board when necessary.

Furthermore, rather than considering only risks that are
deemed extremely important for escalation to the Board of
Directors, we now allow the escalation to the Board of
information deemed to have significant potential of risk.

We began this practice in January 2025, and it was made
into a rule in March 2025.

Directors

Audit and
Supervisory Board
members

President

Manager
« Quality Assurance

Department

« Regulatory Affairs
Department

« Pharmacovigilance
Department

« Corporate Headquarters, etc.

v

Decides
on meeting

Responsible
director

« R&D Headquarters Senior
General Manager*!

+ Quality and Safety Assurance
Headquarters Senior General
Manager

« Public Relations & General
Affairs Headquarters Senior
General Manager*?, etc.

Crisis Management
Headquarters meeting

based on the
importance of the =23
risk suspected to

require urgent

Quality and Safety
Emergency Meeting

\‘ Management Executive

Meeting

response

*1 The R&D Headquarters Senior General Manager chairs the Quality and Safety Specialized Committee.
*2 The Public Relations & General Affairs Headquarters Senior General Manager chairs the Risk and Compliance Committee
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Message from the Chairman

Yoshihito Ota

Chairman of the Board

Thinking of our partners and customers,
overcoming obstacles, and carving out a path to

the future grounded in sincere reflection

What I value most as I take on the office of Chairman

All of us at Kobayashi Pharmaceutical sincerely feel the weight of responsibility regarding the Issue and continue to
place the highest priority on compensation. We are also thoroughly implementing initiatives to enforce recurrence
prevention measures and are striving to respond in good faith to every one of our customers, business partners, and
related individuals who have been affected.

| have been similarly involved in management restructuring at Japan Airlines Co., Ltd. (hereinafter, JAL) and MTG Co.,
Ltd. Such restructuring can be fundamentally hampered if employees are not on board with it. At the same time, a sense
of urgency is also paramount. I, myself, am coming from outside the Company, so | must begin by gradually alleviating
any feelings of discomfort among employees due to unfamiliarity and become a known entity. Once the ice has been bro-
ken, | can carefully explain my ideas to allow them to become accepted. However, issues can arise at this point if there is

agreement with my general remarks but opposition in detail. In such cases, it is best to promptly move forward in those

26
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Messages from the Outside Directors

Newly Appointed

Outside Director

Akio Takahashi

Newly Appointed

Outside Director

Shinsuke Matsumoto [T

Qutside Director
Misa Kusumoto

Newly Appointed

Outside Director
Masato Mori

Newly Appointed

Outside Director
Toshiaki Monkawa

Outside Director

Yoshiro Katae

mportance of aiming for quality, even at the management

I
/level, in line with our purpose

Outside Director
-
AL Masato Mori

As a director, what are some of your aspirations and resolutions?
In what ways do you try to leverage your skills and knowledge?

I joined the workforce after graduating from university and then
went on to study accounting at a graduate school in the United
States before moving to an audit firm that provided advisory
services, including on the introduction of internal control
systems. In my current capacity as a university professor, my
research focuses on two main areas: effective internal control
systems for organizations and financial statement analysis for
corporate entities. Drawing on the skills | have acquired through
my work experience in these fields as well as the knowledge |
have accumulated as a researcher, | would like to contribute to
the management and monitoring of risks that have the potential
to substantially impair the Company’s corporate value, while also
working to introduce and establish mechanisms aimed at its

further enhancement.

What elements do you think are key to achieving a new
Kobayashi Pharmaceutical, and what role would you like to
play in achieving this?

I believe the key lies in management that meets the expectations
of stakeholders. First, from the perspective of our customers, |
believe the Company’s brand slogan, “You make a wish, and we

make it happen,” to be its ultimate purpose and that delivering

health and comfort to customers through its products is the nat-
ural result of embracing this concept. To realize this purpose, |
believe that all the Company’'s directors and employees must
approach their daily tasks in a mindful and appropriate manner.
My contribution to this goal will be to introduce effective internal
controls, my area of expertise, and to develop enterprise risk
management on a Company-wide basis.

What expectations do you have for a new
Kobayashi Pharmaceutical?

From a shareholder perspective, rather than focusing solely on
quantitative expansion (such as continuous revenue and profit
growth] as reflected in the income statement, it is important to
pursue qualitative improvement with a greater focus on the
balance sheet and cash flow. Specifically, | believe it is important
to improve ROA by improving two key indicators: the profit margin
on net sales in the income statement and the total asset turnover
ratio on the balance sheet. It is also important to improve ROE by
verifying an appropriate capital structure ratio (leverage] is being
maintained. Furthermore, | would like this new version of
Kobayashi Pharmaceutical to strive to achieve a virtuous cycle of
consistently meeting the expectations of such external stakeholders
as customers, shareholders, and business partners, thereby
rewarding its employees, its valued internal stakeholders.
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New Kobayashi Pharmaceutical: Prioritizing Health and Safety

Outside Director

Yoshiro Katae

How have deliberations changed at Board of Directors
meetings since the occurrence of the issue with red yeast
rice-related products?

Since the incident, the Board of Directors’ discussions have taken
on an unprecedented degree of urgency as we work to address
the situation. We began by swiftly ensuring a thorough under-
standing of the facts. This was followed with the establishment of
the fact-finding committee on April 26, 2024, which started inves-
tigating objectively in collaboration with external experts. Once
the Board received the committee’s report, its top priorities were
to promptly and sincerely respond to affected customers, implement
product recalls, and thoroughly disclose all relevant information,
while simultaneously having exhaustive discussions aimed at

pinpointing the root cause of the issue.

The Board of Directors has been greatly reformed, but how
did these events affect the Nomination Committee and its
discussions? What sets of skills were prioritized?

The Company decided to make the reform of its Board of Directors
and approach to corporate governance top priorities among the vari-
ous recurrence prevention measures. To this end, the Nomination
Committee examined how the Board of Directors should work to
maximize corporate value and repeatedly discussed this topic,
focusing on the following points.

Our first priority was to overhaul the composition of the Board of
Directors with a focus on diversity. We believe that the key to creating
a new Kobayashi Pharmaceutical and regaining the trust of our
stakeholders is to ensure our Board of Directors is sufficiently
non-homogenous. To this end, we created a system that welcomes
new perspectives and promotes the reform of our corporate culture.

Next, to enhance the Board's ability to exercise supervisory
duties, we not only maintained an outside director majority but
increased the number of such persons from four to six. We
specifically appointed new outside directors boasting a wealth of
experience in risk management and corporate law to strengthen
our supervision of internal controls and quality control. In addition,
we incorporated specialist knowledge of medical care, pharma-
ceuticals, and R&D to strengthen the expert supervision of the
Board of Directors.

Responsibly managing compensation for damages was also
a top priority for us. By retaining Mr. Akihiro Kobayashi, who
served as president at the same of the Issue, in a new capacity as
the person in charge of compensation, we hope to demonstrate
the sincerity of our determination to compensate those affected.

Furthermore, to help transform our corporate culture and
transition into a new, highly transparent entity, we appointed an
experienced manager from outside the Company to act as an

executive director and Chairman of the Board, thereby enhancing
supervision. As part of our efforts to improve management transpar-
ency, we also appointed an outside director who is very experienced
in engaging in dialogue with the market and information disclosure.

Our final topic of focus was restoring public perception of our
brand based on our new business strategy. To this end, we
appointed an individual with extensive international business
experience as Representative Director, President and Chief
Executive Officer and an individual with a wealth of knowledge in
marketing and branding as an outside director to help create
a system to implement the Company’s transition.

By discussing these priorities at length, the Nomination
Committee strove to realize a balanced Board of Directors
capable of restoring trust, preventing recurrence, and achieving

future growth.

What are your thoughts on utilizing your skills and knowledge
to realize a new Kobayashi Pharmaceutical, and what are
your expectations for the Company in that regard?

In the case of the Issue, as the report provided by the fact-finding
committee indicated that there was insufficient prioritization of
health and safety in when receiving reports of cases of serious ill
health effects. Therefore, it is crucial for us to reform our corpo-
rate culture to one that encourages every employee to believe
that health and safety are of utmost priority, both for ourselves
and for the customer.

To enable employees to understand deeply why health and
safety should be top-priority issues and to take action to that end,
we need to establish an environment in which employees feel
free to raise concerns and know that such behavior is rewarded.
Furthermore, this must be incorporated into the corporate
culture, so that employees” mindsets encompass more than
simply following the rules.

As an outside director, | will meticulously supervise the prog-
ress of the recurrence prevention measures from an objective,
independent perspective. To improve the effectiveness of internal
controls and the quality control system, | would like to apply my
expertise in crisis management and compliance to establish a
governance system with a high degree of transparency, and thus
contribute to regaining the trust of the Company’s stakeholders.

In addition to regaining this trust, we also need to ensure sus-
tainable growth to realize a new Kobayashi Pharmaceutical. From
my position within the Board of Directors, | will actively support
the formulation and implementation of new business strategy
rooted in health and safety. | am confident that by continuing to
provide high-quality, valuable products that meet the needs of
our customers and contribute to society as a whole, we can truly
transform and evolve into a new Kobayashi Pharmaceutical.
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Kobayashi Pharmaceutical’s

top priorities

| Progress of compensation procedures

Since the Issue first arose, we had been paying compensation
to customers who experienced ill health effects following the
use of the Company’'s Benikoji CholesteHelp or other similar
products (hereinafter, red yeast rice-related products). We
began by recommending that customers who had used the
Company’s red yeast rice-related products and were
concerned about their health to visit a medical institution
and paid for the initial examination. After April 25, 2024, as
a temporary measure until the cause was accurately identified,
we had been paying compensation in the form of covering
the actual medical expenses of customers who had been
identified as being able to draw a reasonable correlation
between the use of the Company’s red yeast rice-related
products and their symptoms. Taking into account the prog-
ress of the investigation into the cause, from August 19, we
started providing full-scale compensation, including for dam-
ages, to customers who suffered ill health effects as a result
of taking the Company’s red yeast rice-related products.

There are four types of compensation, including medical
expenses and transportation expenses for treatment,
compensation for emotional distress caused by symptoms,
compensation for absence from work due to symptoms, and
compensation for those unable to fully recover and due to
the development of a disability as well as for lost future
income. As of July 31, 2025, we have received approximately
1,310 applications for compensation. Of these, approximately
840 were backed by documentation and among these
approximately 780 have been verified.

For those eligible for compensation, we make payments as
medical treatment and transportation costs are submitted.

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025

After that, we propose compensation in the form of type two,
three, and four as previously mentioned (such as compensa-
tion for emotional distress or absence from work) to those
whose health is stable or who have made a full recovery
before proceeding with a settlement agreement, following
which we will promptly pay compensation.

In April 2024, we identified 52 companies we had direct
dealings with and distributed to them applications they could
use to request compensation for corporate losses related to
recalls and disposal by business partners who supplied red
yeast rice-related products, and they, in turn, have passed on
the forms to their downstream partners, and have begun
processing the claims. Because each company’s business
model, product category, and sales methods differ, we
provide compensation after confirming the costs associated
with recalls for each company individually.

In all of our compensation efforts, we are committed to
our policy of seriously listening to customer feedback,
offering support, and sincerely responding to each case. In
cases where documentation is not sufficient, we conduct
additional interviews, interview the attending physicians, or
consult experts. We sincerely apologize for any additional
inconvenience this may cause, but we believe it is crucial to
carefully listen to every single customer’s claim to ensure
thoroughness and provide sincere, appropriate compensation.

Through these compensation efforts, we are acutely aware
of the trust the Company has lost in this matter, as well as
the inconvenience and concern caused to our customers in
both the physical and mental sense. We believe that taking
responsibility must be our top priority until the very last
claim has been taken care of.
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Sincerely listen to our customers,
offer support, and take

responsibility

We sincerely apologize to our valued customers, shareholders,
and all other Company stakeholders for the significant
inconvenience and concern they have experienced regarding
red yeast rice-related products. The Compensation Claim
Management Headquarters has been working tirelessly to fully
understand and record the extent of damage caused, as well as

to provide compensation.

Tasks for the Compensation
Claim Management Headquarters
to transform into a new
Kobayashi Pharmaceutical

| first became involved in compensation responses after the
announcement of the Issue on March 22, 2024, upon which |
was suddenly transferred from the sales team to provide
support for recall-related compensation for the raw materials
business. | was appointed as the head of the Compensation
Claim Management Headquarters in late May, and we began
swiftly moving forward. The newly established Compensation
Claim Management Headquarters handles both compensa-
tion for individual customers who have suffered ill health
effects and for companies affected by the raw material recalls,
both domestically and internationally. With a target of August
2024, we wanted to provide compensation to our customers
as soon as possible, and in just two months we quickly got
the finalization of the compensation policy under way and we
began implementing it.

We also worked to develop a system to integrate and
summarize the compensation process, and we were able to
begin providing compensation as scheduled on August 19th.

Of course, it was a rocky beginning, but whenever we found a
problem, our team held discussions to solve it, so it was truly a
learning process for everyone in those early days. Every member

of the Compensation Claim Management Headquarters has

Kei Sato

Executive Officer
Senior General Manager of
Compensation Claim

Management Headquarters

listened to customer feedback, taken it seriously, and worked
closely with customers to alleviate their concerns and
dissatisfaction, and we have kept this approach at the center of
our hearts as we have moved forward with actions to today. This
belief will remain steadfast, and | intend to continue working dil-
igently to ensure everyone involved in the Company’s compensa-
tion response works with a sense of responsibility and sincerity.

Because our headquarters hears the genuine voices of our
customers, we are acutely aware of the seriousness of this
incident. Therefore, we fully understand that we have a
mission and responsibility to ensure that the lessons learned
from the Issue are not forgotten in the Group, no matter how
much time passes. We will provide compensation that is
sincere and appropriate, and our greatest mission is to share
what we hear from customers with management and employ-
ees across the Company in addition to sharing previously
unknown concerns voiced by our partner companies and the
reality of inconveniences that customers are still dealing
with. This information provides a foundation that will be
crucial for new Kobayashi Pharmaceutical to ensure
long-lasting changes moving forward.

The focus of the business world tends to be on of
economic benefits and drawbacks, but | believe our focus
should be on people-driven ethics. It will be crucial that we
never forget about the Issue and always prioritize fairness

and honesty, and this will be crucial to building a new

Kobayashi Pharmaceutical. | intend to continue to pursue
this important task as the Senior General Manager of the
Compensation Claim Management Headquarters.
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We are committed to manu-
facturing with heart from the
customer’s perspective and
continuously strive to ensure
customer satisfaction.

As we address the red yeast rice issue, we are once again
returning to a customer-first approach, ensuring that everyone
from top management to the front lines is focused on deliv-
ering value to our customers, and that customer satisfaction
takes priority in terms of quality. We are reemphasizing this
approach on a Group-wide basis.

The Marketing Headquarters's policy is to prioritize

. customer satisfaction. Our role begins with the creation of
Atsushi Onoyama

Managing Executive Officer
Senior General Manager of
Marketing Headquarters release with the confirmation that satisfaction has been

quality products that reflect a thorough understanding of
what will ensure customer satisfaction continues after product

achieved. This, in turn, leads to repeat purchases. We believe
it is important to confirm customer satisfaction at each
stage of the product life cycle, from planning to post-release
use, and conduct specifically targeted checks while continually
striving toward improvement.

Each division leverages its expertise
and promotes development through
collaboration

Under the traditional division system, for example, as the
General Manager of the Household Division, marketing and
R&D organizations were under my jurisdiction. However,
because most of the then-senior management positions
within the division, including my own, were filled by people
from the Marketing Division, decisions on product develop-
ment and launches were made without sufficient consider-
ation of the R&D perspective.

Following the reorganization to a function-based
Headquarters system in January 2025 as part of the
recurrence prevention measures, various functions were
consolidated and responsibilities delegated to the Marketing
Headquarters and the R&D Headquarters. Going forward,
the headquarters will work together closely, honing their
respective areas of expertise and discussing issues from







Toward a New Kobayashi Pharmaceutical

Yumi Nakagawa

Executive Officer
Senior General Manager of
Finance Headquarters

The Finance Headquarters was reformed in January 2025
and adopted a policy for the current fiscal year focused on
enhancing the CFO Unit by becoming a group of experts
applying their knowledge to drive corporate value improve-
ment. Demonstrating outstanding professionalism, all staff

will strive wholeheartedly and with dedication.

Boldly change what needs to be
changed and boost earnings
power through balanced
management resource allocation

Performance forecast for FY2025

In fiscal 2024, the previous fiscal year, the Company recorded
an extraordinary loss of ¥12.7 billion due to the voluntary
recall of red yeast rice-related products, resulting in a diffi-
cult year. This extraordinary loss includes all reasonably
estimable losses that may occur in the future.

In fiscal 2025, the current fiscal year, we forecast net sales
to come in at ¥171 billion, a year-on-year increase of 3.3%,
operating income to be ¥14 billion, down 43.7%, and net
income attributable to owners of the parent to be ¥10.5 bil-
lion, up 4.3%. | will begin by explaining why we are expecting
this decrease in operating income, with a focus on how the
expected results differ from the previous fiscal year.

First, we expect to see a sales increase of ¥3.7 billion due
primarily to returns from the International Business.

We also forecast a ¥5.2 billion year-on-year increase in
advertising expenses along with the resumption of spending
that had been suspended in the previous year. However, we
expect it will take some time for new advertising efforts to
yield results, the effects might not appear until the second
half of fiscal 2025 or in fiscal 2026.

We also expect to see a ¥2.1 billion decrease in profit from
investment in new buildings due largely to higher deprecia-
tion expenses and operating costs from the construction in
Hefei, China, and Sendai, Japan.

We have earmarked ¥3.1 billion for investment in quality,
an amount that includes ¥2.3 billion in personnel expenses
to cover across-the-board increases in base salaries. The
remaining ¥800 million will be directly applied to quality
improvement over the course of fiscal 2025, including spend-

ing toward the recruitment of human resources and

improvement of employee skills.
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Financial highlights

Operating income

¥24l " 8 billion

(Billions of yen) (%)
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(Billions of yen) (%)
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W W Net sales (left axis) I M Gross profit (left axis)
OO Gross profit margin (right axis)

In the Domestic Business, although the introduction of new products
contributed to a rise in inbound demand, such factors as the impact of
the voluntary recall of red yeast rice-related products along with poor
showings from operations involving existing products and direct marketing
resulted in a sales decline. On the other hand, driven by foreign currency
translation effects and the acquisition of Focus Consumer Healthcare,
LLC, the International Business saw sales increase.

Overseas sales

¥45 " 1 billion

18 19 19 20 21 22 23 24
0Old standard

New standard

I W Operating income (left axis) ~ OQ Operating income margin (right axis)

Despite the positive effect of a hiatus in spending on advertising, profit
decreased due to lower sales, higher labor costs, and a rise in deprecia-
tion expenses for Focus Consumer Healthcare, LLC, which was acquired
in October 2023.

ROA / ROE

1 0. 1 % %3% 4.8% 5%'3%

(Billions of yen) (%)
60 30
27.3
50 25
40 20
15.9

30 153 15
20 10
10 5

0 0

18 19 19 20 21 22 23 24
Old standard New standard

W W Overseas sales (left axis) OO Overseas sales ratio (right axis)

Sales decreases in mainland China and Hong Kong were offset by
positive results in other countries and regions, resulting in an increase
in total sales.
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Despite efforts to improve capital efficiency, both ROA and ROE were
down year on year.
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Non-financial h |g h llg hts (Kobayashi Pharmaceutical and Group companies)

Environment Addressing global environmental issues and contributing to the realization of a sustainable society

8.2 0.3

POINTS
DOWN DOWN

CO, emissions Volume of waste generated / Recycling rate
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(1,000 t-CO,) (1,000 t) (%)
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I W Volume of waste generated [left scale) M Recycling volume (left scale)
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Scope 1 and 2 emissions increased due to new buildings at many
domestic and overseas plants. Regarding Scope 3 emissions, in Category
1 (products/services purchased), which accounts for the highest
proportion of emissions, reduced domestic sales and improvements to
low-emission products helped reduce emissions.

Note: Domestic and overseas Group companies

Amounts for 2024 and beyond have been amended and refined from the
original data for the purpose of aggregation.

Human resources Implementing work-style reforms to maximize employee value and corporate value

0.6%
UP

Total actual work hours

POINTS
DOWN

Rate of annual paid holidays taken

H %
(Hours) (%) 72.3

1,980 1,977 1'975 72 70.9

1,963 68.7
1,960 0 68
1,952

1,940 1,939 b4

1,920 60 62.7

A~ it 60.1

0 0
20 21 22 23 24 20 21 22 23 24

The increase in total actual work hours over the past few years is
attributable to an increase in challenges and projects regarding new
opportunities made available by business growth. We are revising our
business portfolio and evaluating how to enhance labor efficiency and,
as labor productivity improves, will continue to realize working
environments in which employees can create greater value.

* Yearly scheduled working hours + Overtime hours - Annual paid leave hours

Efficient work-styles contribute to further growth in employees’ private
lives as they bring such benefits as more personal time and play a foun-
dational role in improving the Company lifestyle for workers. In 2020 and
2021, the rate of paid holidays taken fell due to a reduced need for time
off as workers stayed home during the COVID-19 pandemic, but in 2022
and since the rate has returned to its original level. We will continue to
recommend work-styles and ways of taking leave that are conscious of
work-life balance.

Product deve [opment ({3 Generating products that consumers wish for

Number of idea proposals

New product ideas

FY2024

Approx. 22,500

Our idea proposal system,
which has been in place since
1982, is a concrete management

avorox. 38,300
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Business improvement ideas

Approx. 1 5,800

measure open to all employees.
Ideas for new products and
business improvements are
proposed every day, with all
employees free to participate
regardless of job category or
seniority. Many of the new
product ideas originating from
this program have grown into
major hit products.
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Total plastic usage / Virgin plastic usage

Water resource consumption / Wastewater

(1,000 m%) (1,000 t)

500 ooom 24.9% 20

AT UP 16.7 167 173
— 367.3 366.1 373.1 15
300 000 0
2 63.9 ]

0 0
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W mWater resource consumption [ M Wastewater M W Total plastic usage 1M Virgin plastic usage

Water resource consumption and wastewater amounts have increased In FY2024, we formulated plastic reduction targets and are proactively
due to new buildings at domestic and overseas plants. utilizing such materials as recycled plastic and biomass-derived plastic.

However, in FY2024, a greater proportion of net sales were of products
that contain little recycled or biomass-derived plastic, causing total
usage and virgin plastic usage to increase.

Overall human resource development and training expenses Percentage of management positions held by women

(Billions of yen) (%)
3.0 16 15.6
25 40.9% 131 e 13.4 13.8
20 21 20 & DOWN 12 : 1.8
POINTS
1.3 DOWN
1.0 8
0 0
20 21 22 23 24 20 21 22 23 24
To place the highest priority on responses to the Issue, we have revised We have set a target for the percentage of management positions held by
many previously planned human resource development and training women to at least 16% for 2025 (by January 1, 2026). Our efforts have
activities. So that recurrence prevention measures continue to be steadily been hampered however as we work to revise future policies and target
implemented, we will continue to make the necessary investments in values in the wake of the Issue, which led to the establishment of
individual employees, our most vital form of capital. Compensation Headquarters, as well as large-scale organizational
Note: Kobayashi Pharmaceutical (non-consolidated) changes taken with the goal of making progress on recurrence

prevention measures.
* Percentages are as of January 1 of the following year.

Number of brands (domestic) Four-year contribution rate of new products (domestic

Approx. 1 50 brands SERRTVRRRTY 10

Approx. 1 ,000 SKUs* s

0
* SKU: Stock keeping unit 20 21 D7) 23 24
Through our “a big fish in a small pond” strategy and product develop- In recent years, we have been assessing market potential from the early
ment that delivers what consumers wish for, we launch about 30 new stages of product development. Without loosening new product launch
products annually and create markets that did not previously exist. criteria, we aim to bring more products that can be loved by customers
Completely new products are less susceptible to price competition, so we over the long term to market and to improve the four-year contribution
are able to secure high operating income margins. rate of new products.*

* Four-year contribution rate of new products: Sales contribution rate of new
products launched within the previous four years
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Business Overview

@ Domestic Business

o Approx..150 brands in four categories: healthcare, household products, bady warmers, and direct marketing
on of approximately 30 new.products per year

Main products

e Sales in such areas-as the United States, China, Southeast Asia, etc.
o Active investment.in‘advertising.and promotions
o Overall sales in'the‘International Business have more than tripled over the past decade

Main products <y ) . e

Body warmers Cooling gel sheets Ammeltz
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Efforts to Restore Trust

Overview of 2024 Net sales by category

Healthcare

Net sales

¥1 1 9.9 billion

Share of consolidated
net sales

72.4s,

Operating income

¥23 . 2 billion

Share of consolidated
operating income

93.4¢,

¥119.9 bittion

Household

« Inbound demand increased in line with growth of tourism in Japan (up ¥2.9 billion B OTC pharmaceuticals........ 25.7%
year on year) M Oralcare .................. 13.6%
» New products Shoshugen ZERO and Hip Cure contributed to growth (up ¥4.6 M Food products 4.8%

billion year on year)
= Sales of existing products decreased due to the recall of red yeast rice-related
products and the suspension of advertising (down ¥14.1 billion year on year)

o Skincare. . ...l 5.2%
I Deodorizing air fresheners ...27.7%

« More returns of body warmers than usual due to warmer-than-average winter B Personal hygiene product ....10.4%

(down ¥900 million year on year] ¥ Household consumable supplies. 3.7%

. S.al.es declined due to cancellation of subscription-type purchases (down ¥3 " Bodywarmers............... 5.0%

sl e e pezr] M Direct marketing............. 3.8%
Overview of 2024 Net sales by category

Operating income
¥45. 1 billion ¥1 " 2 billion

Share of consolidated Share of consolidated
net sales operating income

27.3% 5.1%

Net sales

» U.S.: Sales increased thanks to the acquisition of Focus in October 2023 (up ¥4.1 B Bodywarmers.............. 42.2%
billion year on year] I Cooling gel sheets .......... 20.2%

» Mainland China: Sales.decreased due to halted ad.ve.rtising until August 2024 and M OTC pharmaceuticals.. . .. . . .. 22 7%
lower demand for cooling gel sheets (down ¥2.3 billion year on year) L ! 319

» Hong Kong: Sales declined due to lessened tourism demand from mainland 1S N it ey
B Other ..................... 11.9%

China (down ¥200 million year on year)

» Southeast Asia: Sales increased despite a return to average demand for cooling
gel sheets (up ¥600 million)

= Other regions: Body warmers and cooling gel sheets performed well, especially
in the U.K. (up ¥600 million year on year)
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Business Overview

‘ Domestic Busi

In the Domestic Business, net sales for fiscal 2024 amounted to ¥119.9 billion (down 8.1% year on year], and operating income

was ¥23.2 billion (up 5.4% year on year).

YoY
change

-8.1%

¥119.9 sor

(Billions of yen)
150

Net sales

124.9 125.9

100
50
0

YoY
change

5.4%

Operating income

¥23 n 2 billion

(Billions of yen)

25

N
o

[

o

3]

o

A 243 23.2
| | i | I
20 21 22 23 24
Note: Segment information for years prior to the fiscal year ending December 31,

2023, has been retroactively adjusted to reflect changes in the organization
of segments.

Net sales by category

(Billions of yen)
100.0

80.0

0.0 61.6 40.8

40.0

20 21

Net sales were ¥59.1 billion ([down 11.7% year on year]. The voluntary
recall of red yeast rice-related products and suspended advertising
impacted results, but sales of BreathCare were up thanks to rising
demand as the shift away from masks prompted consumers to seek
ways to freshen and prevent bad breath. Sales of new products such as
Hip Cure, a cream for body acne, also contributed to performance. As
Japan’s population ages, the self-administered medication market is
growing, and we are aiming for growth by developing products to capture
these needs while simultaneously focusing on restoring trust.
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BESE et Business Overview ESG Initiatives Data Section

Efforts to Restore Trust

Household

(Billions of yen)

Net sales were ¥50.1 billion (up 2.2% year on year]. Toilet air fresheners

1000 drove sales, and even though the price of Bluelet scented toilet cleaner
was upwardly revised, sales remained steady. In addition, the launch of
80.0 new products, such as Shoshugen ZERQ, a fragrance-free deodorizer,
and Sawaday+ &Emotion, a functional air freshener, contributed to
results in excess of those of the previous year. Going forward, we will
60.0

continue accelerating development of products with high added value,
strengthening profitability, and improving brand power.

Body warmers

(Billions of yen) Net sales came in at ¥6 billion [down 12.7% year on year). Sales during

— 200 the October to December 2024 season were strong due to the seasonal
drop in temperatures, but the January to March 2024 was a warmer-
16.0 than-average winter, leading to an increase in returns of unsold products
after the previous year’s warmer-than-average winter temperatures,
and overall sales decreased. To decrease our profit structure’'s depen-
120 dency on weather, we will focus on all-season heat-related healthcare
products using our core heating technologies. We plan to incorporate
80 more products with high added value and accelerate our efforts towards
- 6.9 : decarbonization, such as reducing manufacturing-related CO; emissions, to
5.4 5.5 60 6.0 transition to a more sustainable enterprise.
0 = ik x
20 21 22 23 24 = —

Direct marketing

(Billions of yen) Net sales were ¥4.5 billion (down 40.0% year on year). This was primarily

— 00 attributable to suspended advertising after the voluntary recall of red
yeast rice-related products, which limited opportunities to reach new
16.0 customers and led to an increase in cancellations of subscription
o purchases. Going forward, as stated in the press release published on
July 8, 2025, we have decided to discontinue sales of products through
120 mail-order online sales as well as a call center in December 2025, and

to transition to a system selling such products through other companies’
e-commerce sites and retail stores.

90 8.9 84
8.0 75
i 4.5
EPU-OTHEL.
<BBRBMaE
st *
o L
0 == "ggts
20 21 22 23 24

3 s e—

Fﬂ/f.’dl?r v

i

Notice regarding termination of online product sales and call center and future sales system (Japanese)
https://www.kobayashi.co.jp/newsrelease/2025/20250708_01/
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International B

Net sales in the International Business were ¥45.1 billion (up 6.8% year on year] and operating income was ¥1.2 billion ([down
60.5% year on year).

By region, sales and profit were negatively impacted by low sales in mainland China and Hong Kong, while in the United States,
sales of body warmers were down and we recorded depreciation in connection with Focus Consumer Healthcare, LLC, which we
acquired in October 2023.

* Impacts of exchange rate fluctuations: +¥3.0 billion in net sales, +¥360 million in operating income

YoY -
Net sales change Operating income

6.8

¥45 n 1 billion ¥1 " 2 billion

(Billions of yen) (Billions of yen)
50 35
45.1 32 32
422 3.0
40 39.6
25
30 29.7 2.0
% 214 s -
10 0.9
10 0.7
05
20 21 22 23 24 20 21 22 23 24
Net sales by product
/7 N
North America
Body warmers Pharmaceutical products Other
y Compared P Compared Compared
to the _ to the to the
previous period ASPIRIN FREE previous period previous period
+4, ‘?;E’ﬁ"p +35¢ +158
(-3%) AWe=—"" (+26%) (+140%)
(Billions = | (Billions o (Billions
of yen) ¢ of yen) of yen)
_2 4143 1105 11.54 _ 8 : _4
6.39
8
4 3.97 paL 2
_ 4 1.06 1.28
: : . m N
22 23 24 22 23 24 22 23 24
Despite sluggish sales of body warmers due to the warmer-than-average winter (January to March), pharmaceutical and other products
saw higher sales thanks to the contributions of Focus Consumer Healthcare, which we acquired in October 2023, as well as the impact of
exchange rate fluctuations.
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Our approach to
sustainability

Basic sustainability policies

The Group believes that “providing something new that will delight people and society,” one of its
management principles, brings it into closer harmony with people, society, and the environment, and
this, in turn, contributes to its sustainable growth as a corporation supporting a sustainable society.

56

By further synchronizing sustainability in society and sustainability in the Kobayashi

Pharmaceutical Group, this concept supports the creation of new lifestyle habits by leading to the

production of never-before-seen products, in turn providing the possibility for new growth in new

markets created by the Group. By widening our perspectives regarding various social issues, we can

discover the problems that may have been overlooked in the lives of individuals, and through our

products and services we can contribute to the realization of a society where nobody is left behind.

People, society, the environment, and us

Cultivating a free and open corpo-
rate culture that produces diverse
ideas in line with the concept “you
make a wish and we make it
happen,” we allow every individual
in society to demonstrate their
individuality and create value . We
have invested in initiatives that
maximize the value produced by
each of our staff; such as systems
and mechanisms to foster this
type of company culture, career
development support, human
resource systems themed around
a sense of growth, and the creation
of environments that realize
diverse work-styles; and we seek
to connect this to the creation of
corporate value. In addition, in
accordance with the Group’s
Human Rights Policy, we maintain
a dialogue across the entire
supply chain aimed at ensuring
respect for human rights.

We address social issues that
give rise to “wishes” for resolu-
tions to the problems faced by
individuals, and by making our
ideas a reality, we hope to
contribute to improved health and
welfare. By promoting social
contribution activities that allow
people to feel delight in their
lives, initiatives undertaken in
cooperation with various stake-
holders that utilize our mutual
strengths, and carrying out
activities and other efforts that
utilize the specialized skills and
knowledge of our employees, we
seek to coexist with and develop
regional societies.
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The environment

Because we never forget that
business only exists with the
support of a rich natural environ-
ment, we strive to effectively uti-
lize natural resources. Also,
working alongside our stakehold-
ers, we are strongly committed to
addressing global environmental
issues through such measures as
shifting towards carbon neutrality
and a circular society as well as
promoting the conservation of
biodiversity, by turning ideas to
resolve these issues into products
and services.
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vironment

| Basic approach

The Company established the Kobayashi Environmental Statement and the Environmental Action Guidelines in December 2001 to
further enhance environmental conservation activities based on its management principles. By sharing the statement and
guidelines throughout the Group, we have worked to increase awareness about environmental conservation. In February 2019, in
a move to reflect international developments related to climate change such as the Paris Agreement and the SDGs, we revised
these as the Kobayashi Pharmaceutical Group Environmental Statement 2030 and the New Environmental Action Guidelines,
respectively. We will work toward sustainable growth, with the statement and guidelines serving as standards for advancing our
environmental activities based on their clear affirmation of our commitment to contributing to solutions.

Kobayashi Pharmaceutical Group Environmental Statement 2030

We at the Kobayashi Pharmaceutical Group never rest in our pursuit of something new that will delight people and society. We
believe that we are able to deliver what consumers wish for because we have the support of a rich natural environment.

Together with customers, business partners, and communities, we will make a strong commitment to global environmental
issues, such as the prevention of global warming and the preservation of resources and biodiversity, and generate ideas to solve
those issues.

New Environmental Action Guidelines

1. Legal and regulatory compliance; independent, proactive task-setting and PDCA cycle
In addition to abiding by environment-related laws, regulations, and agreements in each of our business areas, we set our own
tasks, establish medium- and long-term environmental targets and standards, generate ideas, and implement the PDCA cycle.

2. Response to climate change
We recognize that climate change can have a significant impact on our business. At each stage of our business operations we will
implement greenhouse gas reduction measures, including more efficient energy usage and conversion to renewable energy.

3. Consideration for resources and biodiversity

To reduce the depletion and contamination of underground resources, biological resources, and water resources, and other
environmental impacts, we will give consideration to resource conservation, the use of alternative resources, and biodiversity at
each stage of our business operations.

4. Reduction and recycling of waste; appropriate chemical substance management

We will recycle waste generated at each stage of our business operations, reduce the volume of waste and improve our recycling
rate. In addition, we will ensure the proper management of chemical substances used in our research and development and
manufacturing operations.

5. Development and provision of eco-friendly products and services

We work to develop environmentally friendly products by establishing indicators and standards for the reduction of environmental
impact in the design, procurement, manufacturing, and use of products and services. We also strive to deliver environmental
value in tandem with new value for customers.

6. Initiatives throughout the supply chain
We set procurement standards and promote environmental initiatives throughout the entire supply chain, including at our suppliers.

7. Sharing of action guidelines and enhancement of environmental awareness

We share these guidelines with management and all employees, and we work to raise their awareness of environmental
conservation through various initiatives and educational activities. In addition, we disclose targets and details of initiatives
based on these guidelines, as well as progress updates, to stakeholders.
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Relationships with stakeholders

| Basic approach towards employees

The most important factor empowering our business model
of pursuing niches is our ability to listen to the many voices
of society and consumers and thereby find the things they
wish they could have and give shape to them. This ability
comes from our people, so we are implementing various
human capital initiatives.

Through these efforts, we are steadily strengthening our
human capital and thereby ensuring our ability to place top
priority on compensation and the prevention of a recurrence
of an incident like that relating to the Issue. At present, we
are also advancing organizational culture transformation
with the aim of raising awareness and strengthening quality
and safety systems.

The strengthening of quality and safety systems requires
the active recruitment of external talent with the necessary
expertise. In addition, we will strive to raise employee aware-
ness and skills and optimize human resources placement. In
response to the Issue, we are prioritizing the recruitment of
human resources to work in quality control at the R&D
Headquarters and Manufacturing Headquarters, our first
line of defense, as well as personnel to carry out quality
assurance audits at the Quality and Safety Assurance
Headquarters, which is our second line of defense. We tem-
porarily suspended new graduate hiring immediately after
the Issue’s occurrence, but it was resumed in September
2024, and we welcomed 83 new graduates who are eager to
help transform Kobayashi Pharmaceutical in April 2025.

The Company’s full-time employee turnover rate is
expected to be approximately 3% in 2025, and all employees
are taking the necessary steps to respond to the Issue.

The Corporate Culture Reform Project is an inter-
departmental effort to bring employees together to invent
Kobayashi Pharmaceutical. Across the Group, employees
and management are reexamining our philosophy and code
of conduct to clarify where change is required and the words
and actions needed to encourage behavioral shifts towards
an enhanced organizational culture. Through these activities,
we will clarify the nature of awareness and types of actions
that will be required in the future, reformulate a new

Kobayashi Pharmaceutical human capital strategy as well as
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a new growth strategy, and launch the initiatives necessary

to realize these strategies.

Implementation of employee
awareness surveys

We believe that employees are important management
capital, and enhancing their job satisfaction and awareness
of quality will lead to improved productivity and standards
throughout the Company, leading to sustainable growth.

Since 2019, we have been performing regular “checkups”
on the health of the Company by conducting surveys of
employee awareness with an eye to understanding current
compliance awareness and areas that need improvement at
the corporate and workplace levels. We have been conducting
compliance awareness surveys since 2012, and by rendering
the intangible attitudes of employees visible, we are aiming
to increase job satisfaction and improve the Company overall.

To more efficiently conduct such surveys, in 2024, these
two surveys were integrated as the Kobayashi Engagement
Survey in order to improve issue identification and counter-
measure planning as well as to make it easier for employees
to participate.

The revised indicators for the survey that will be designated
as KPIs will be included and disclosed in the medium-term
management plan currently being formulated. Going forward,
we plan to improve our analysis and invigorate discussions
on the ground to better leverage the results of our surveys.

One example of the effectiveness of the results of surveys
on employee awareness is as follows. Recently, scores on
prospects for the future have been trending lower, so from
2022 to 2023, employees volunteered for group discussions
and we also held training sessions for directors to dig deeper
into the issue and consider countermeasures for the
Company'’s future. Through this process, participants reex-
amined the Company’s role and purpose in society as well as
its ability to uncover what customers wish for and how to
turn those wishes into reality. Participants also sought to
articulate our shared desire to assist in expanding the

possibilities of people in line with our purpose.

Strengthening communication
with employees

The Company has outlined three pillars of policies to prevent
recurrence of the Issue. In line with one of these pillars,

“Changing Mindsets and Enhancing Systems concerning














https://www.kobayashi.co.jp/contribution/employee/healthmanage.html
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| Management team s of March 28, 2025)

Newly Appointed

Chairman of the Board

Yoshihito Ota

&

2

i

Newly Appointed

Representative Director,
President and Chief Executive Officer

Norikazu Toyoda

Newly Appointed

Director
Senior General Manager of R&D Headquarters

Yuji Matsushima

» Attendance at Board meetings =

« Attendance at Board meetings =

» Attendance at Board meetings =

« Number of Company shares held —

« Number of Company shares held 4,046

« Number of Company shares held 232

« Existence of special interests None

« Existence of special interests None

« Existence of special interests None

Apr. 1978 Joined KYOCERA Corporation

Jun. 2003 Executive Officer, KYOCERA Corporation

Feb. 2010 Deputy Trustee and Assistant to the Chairman Japan
Airlines Co., Ltd.

Jun. 2010 Director and Managing Executive Officer, KYOCERA
Corporation

Dec. 2010 Senior Managing Executive Officer, Japan Airlines
Co., Ltd.

Feb. 2012 Assistant to the President and Senior Managing
Executive Officer, Japan Airlines Co., Ltd.

Dec. 2015 Representative Director and Chairman, KYOCERA
Communication Systems Co., Ltd.

Jun. 2018 Outside Director, Konoike Transport Co., Ltd. (current)

Sep. 2019 Chairman, MTG Co., Ltd.

Dec. 2019 Director and Chairman, MTG Co., Ltd.

Dec. 2021 Director and Chairman, EVERING Co., Ltd.

Mar. 2025 Chairman of the Board of the Company (current)

Director
4 (in charge of compensation claim management)

Akihiro Kobayashi

Dec. 1987 Joined the Company

Jan. 2006 President, Kobayashi Healthcare Europe, Ltd.
(international sales company)

Dec. 2012 Manager, Europe, America & China Strategy
Department, International Business Division

Mar. 2015 Manager, Europe & America Strategy Department,
International Business Division

Jul. 2015 Manager, Europe & America Strategy Department,
International Business Division and President,
Kobayashi Healthcare International, Inc.

Mar. 2023 Executive Officer and General Manager,
International Business Division

Jan. 2025 Executive Officer and General Manager,
International Business Headquarters

Mar. 2025 Representative Director, President and Chief
Executive Officer (current)

5 Outside Director
Yoshiro Katae

Apr. 2003 Joined Fujisawa Pharmaceutical Co., Ltd.
(now Astellas Pharma Inc.)

Apr. 2014 Seconded to Office of Healthcare Strategy,
Cabinet Secretariat

Oct. 2017 Manager, Advanced Chemistry Laboratory,
Modality Research Center, Research Division,
Astellas Pharma Inc.

Apr. 2020 Joined the Company

Jul. 2020 Manager, Research and Development Department,
Central R&D Laboratory

Jan. 2023 Head of Central R&D Laboratory

Mar. 2023 Executive Officer and Head of Central R&D Laboratory

Jan. 2025 Executive Officer and General Manager,
R&D Headquarters

Mar. 2025 Director and Managing Executive Officer,
R&D Headquarters [current)

Newly Appointed

6 Outside Director

Akio Takahashi

« Attendance at Board meetings 100% (17 out of 17 times)

« Attendance at Board meetings 100% (17 out of 17 times)

« Attendance at Board meetings -

* Number of Company shares held 9,264,704

« Number of Company shares held =

« Number of Company shares held =

« Existence of special interests None

» Existence of special interests None

« Existence of special interests None

Mar. 1998 Joined the Company

Jun. 2001 Executive Officer, President of Manufacturing Company

Jun. 2004 Director, President of International Sales Company
and Marketing Officer

Jun. 2007 Executive Director

Mar. 2009 Senior Executive Director, Senior General Manager of
Manufacturing and Sales Operations Department

Jun. 2013 Representative Director, President and Chief
Operating Officer

Aug. 2024 Director in charge of compensation claim
management (current)

Notes:

1. Attendance at Board of Directors meetings in fiscal 2024

2. Company shares held as of December 31, 2024

Apr. 1981 Joined Komatsu Ltd.

Jan. 2003 Osaka Plant GM, General Affairs Department,
Production Division of Komatsu Ltd.

Jul. 2013 Executive Officer, Secretary General (in charge of
Crisis Management) of Komatsu Ltd.

Oct. 2015 Executive Officer and Secretary General (in charge of
Crisis Management) of Komatsu Ltd. and GM,
Komatsu Economic Strategy Research Center

Apr. 2017 Executive Officer and Secretary General (Supervising
General Affairs & Compliance and Crisis
Management) of Komatsu Ltd.

Apr. 2018 Senior Executive Officer of Komatsu Ltd.

Jul. 2019 Advisor of Komatsu Ltd. (current)

Mar. 2022 Outside Director of the Company (current)

Apr. 1978 Joined Daiwa Securities Co. Ltd.

Apr. 2009 Director, Senior Executive Managing Director,
Daiwa Securities SMBC Co. Ltd. (now Daiwa
Securities Co. Ltd.)

Jun. 2012 Director and Executive Vice President, Daiwa
Securities Group Inc.

Apr. 2015 President and Representative Director, Daiwa
Investment Management Co., Ltd.

Dec. 2015 Outside Director, Green Thermal Co., Ltd.

Mar. 2016 Outside Director, Kantatsu Co., Ltd.

Jul. 2017 Outside Director, Biomass Fuel Co., Ltd. (current)

Jun. 2019 Outside Director, Suzumo Machinery Co., Ltd. (current)

Dec. 2019 Outside Director, MTG Co., Ltd.

Mar. 2025 Outside Director of the Company (current)

3. The Company has adopted an executive officer system, Directors Norikazu Toyoda and Akihiro Kobayashi serve as executive officers,
and Yuji Matsushima also serves as managing executive officer.
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Corporate governance

| Officer compensation

Policies, etc., for the determination of such content
as officer compensation

At a meeting of the Board of Directors held on September
28, 2020, Kobayashi Pharmaceutical enacted a policy for
determining the content of items such as compensation for
individual directors. The Board consults with the Compensation
Advisory Committee in advance on the content of resolutions

it adopts and receives reports on these from the Committee.

Policy for the determination of content of compensation
for individual directors

(a) The compensation system motivates the Group to achieve
sustainable growth and improve corporate value in the
medium to long term

[b) The compensation system must be strongly linked to
company performance, and should motivate directors to
achieve the results desired in the duties to which they
are assigned

(c) The compensation system must share common inter-
ests with shareholders and improve awareness of
shareholder-focused management

(d) Processes for deciding compensation must be highly
transparent and objective

(e) To build and improve competitiveness, compensation
levels must be conducive to obtaining outstanding

management personnel

Overview of the compensation system for directors
Compensation for directors is designed to further motivate
directors to work toward enhancing the Company’'s business
performance and medium- to long-term growth. It consists
of basic compensation, short-term incentive compensation,
which varies according to business performance, and

long- term incentive compensation.

Kobayashi Pharmaceutical Co., Ltd. | Integrated Report 2025

Overview of content of compensation system and
compensation calculation methods

Type of

compensation
(composition)

Outline of the system and calculation methods

Basic compensation is fixed monetary compensation,
revised yearly based on performance to encourage
directors to execute duties and achieve results in

a steady manner commensurate with their position.
The value of basic compensation is calculated by
multiplying (i) the value of the previous year's basic
compensation by (ii) a coefficient set using qualitative
evaluation based on the achievement ratio for
Company-wide performance (consolidated sales,
EPS, and ROE] for the previous year, together with
the level of activity anticipated for the next fiscal year.

Basic
compensation (70%)

Monetary compensation is linked to single-year

performance and intended to encourage directors to

achieve their operational targets each fiscal year.
Short-term It is calculated by multiplying (i) 30/70 of the basic
incentive compensation by (ii) a coefficient that is calculated
compensation (30%) based on a qualitative evaluation set according to

a year-on-year comparison of evaluation indices

(consolidated EBIDA margin and EPS) and the

anticipated level of activity in the next fiscal year.

Monetary compensation is linked to medium- to
long-term results and intended to promote manage-
ment that emphasizes the improvement of business
and share values over the medium- to long-term.
Itis calculated by multiplying (i) role-based points
set in advance by (i) a coefficient calculated based on
a qualitative evaluation set according to the achieve-
ment ratio of evaluation indices set in the medium-term
management plan (consolidated sales, EPS, ROE)
and the contribution that the person in question has
made to ESG and to sustainable business growth,
and (iii) the average closing price of the stock for
each day in December compared with the goal set
for the final fiscal year of the medium-term
management plan.

Long-term incentive
compensation (-

Notes: 1. Compensation of outside directors and Audit and Supervisory Board mem-
bers consists of basic compensation only because they are independent
from business execution.

2. The total amount for basic compensation and short-term incentive
compensation will be divided by twelve and paid in cash each month. Long-
term incentive compensation is paid in cash once every three years after
the Shareholders’ Meeting (April) that takes place immediately after the
period of the medium-term management plan finishes.
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11-year summary

Old standard

A

For the fiscal period

2016.127¢ 2017.12

2018.12

(Millions of yen)

Net sales 128,344 137,211 120,051 156,761 167,479
Cost of sales 54,718 57,518 48,638 61,238 64,359
Gross profit 73,626 79,693 71,412 95,522 103,119
Selling, general and administrative expenses 55,708 61,432 54,003 72,596 76,830
Operating income 17,917 18,260 17,409 22,925 26,289
Ordinary income 18,843 17,949 19,499 24,191 27,374
Income before income taxes 20,056 18,755 19,802 22,572 25,304
Net income attributable to owners of the parent 12,448 13,466 14,321 15,863 18,023
Cash flow from operating activities 15,445 14,329 16,097 22,350 20,007
Free cash flow*1 10,904 3,396 15,577 29,390 11,944
Depreciation 2,644 2,544 2,112 2,926 2,967
Capital expenditures*2 3,584 4,448 4,352 3,360 3,796
Research and development expenses 5,289 5,788 4,121 7,239 7,031
Current assets 115,990 120,347 128,646 142,346 151,824
Non-current assets 70,340 68,650 72,587 76,484 76,963
Current liabilities 35,890 36,481 46,975 54,274 55,053
Non-current liabilities 10,829 10,492 10,938 10,744 7,485
Net assets 139,611 142,023 143,320 153,811 166,249
Total assets 186,331 188,997 201,234 218,831 228,787
Working capital*3 80,100 83,865 81,670 88,072 96,771
Interest-bearing liabilities 40 181 192 194 506
Net income 152.73 165.56 179.12 201.31 228.05
Cash dividends 45.00 48.00 52.00 58.00 66.00
Payout ratio (%) 29.5 29.0 29.0 28.8 28.9
Cash flow*5 181.6 168.5 189.3 272.4 243.8
Net assets 1,711.77 1,766.06 1,818.10 1,947.82 2,102.49
Financial ratios (%)
Gross profit margin 57.4 58.1 59.5 60.9 61.6
Operating income margin 14.0 13.3 14.5 14.6 15.7
Ordinary income margin 14.7 13.1 16.2 15.4 16.3
Net margin 9.7 9.8 11.9 10.1 10.8
Current ratio 323.2 329.9 273.9 262.3 275.8
Return on assets (ROA) 10.5 9.6 10.0 11.5 12.2
Return on equity (ROE) 9.4 9.6 10.0 10.7 11.3
Equity ratio 74.8 75.1 71.2 70.3 72.7
Debt-equity ratio (times)*6 0.0 0.0 0.0 0.0 0.0
Price-earnings ratio (PER) (times)*7 28.2 29.8 27.9 36.4 32.8

1. Cash flow from operating activities + Cash flow from investing activities
2. Increase in property, plant and equipment + Increase in intangible assets
3. Current assets - Current liabilities
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4. Including impact of stock split

5. Cash flow from operating activities + Number of shares issued
6. Interest-bearing liabilities + Shareholders’ equity

7. Current share price + Earnings per share







Data Section

Consolidated balance sheet

[Millions of yen) [Millions of yen)

As of December 31, 2023
and 2024 2023.12 2024.12
LIABILITIES

As of December 31, 2023
and 2024

ASSETS

2023.12 2024.12

Current assets Current liabilities
Cash and deposits 71,536 50,873 Notes and accounts payable—trade 8,745 8,264
Notes and accounts receivable—trade 53,028 49,442 Electronically recorded obligations— 8560 6.424
operating ' g
Short-term investment securities 8,300 14,872
Accounts payable—other 25,037 17,117
Merchandise and finished goods 13,308 15,143 o
Lease obligations 379 343
Work in process 1,767 2,091
Income taxes payable 4,059 1,913
Raw materials and supplies 7,006 6,929 )
Accrued consumption taxes 788 346
Oth 3,427 5,174 .
er Provision for bonuses 2,705 2,840
All for doubtful t A 58
owance for doubtiut accounts (44) jag! Provision for product recall-related losses — 3,970
Total current assets 158,331 144,468 Other 5.836 5,202

Non-current assets Total current liabilities 56,111 46,423

Property, plant and equipment Non-current liabilities

Buildings and structures, net 10,611 32,461 Lease obligations 408 503
Machinery, equipment and vehicles, net 5,152 6,476 Bl e lehilies 2594 1.554
Tools, furniture and fixtures, net 1,501 2,485 Net defined benefit liability 939 1.005
s 4900 Other 2403 2,409
Leased assets, net 964 815 Total non-current liabilities 6545 5473
Construction in progress 24,534 19,261 Tael lebilliies 42656 51.896
Total property, plant and equipment 47,665 67,448
Intangible assets NET ASSETS
Goodwill 9,655 9,260 Shareholders’ equity
Trademark rights 8,792 8,220 Capital stock 3450 3450
Software 2,664 2,662 Capital surplus 522 522
Other 501 el Retained earnings 205,681 208,240
Total intangible assets 21,614 20,674 Treasury stock (24,766)  (24,767)
Investments and other assets Total shareholders’ equity 184,887 187,445
Investment securities 32,124 24,617 Accumulated other comprehensive income
Long-term loans receivable 1,132 1,269 Valuation difference on
) ) available-for-sale securities 12,819 (et
Retirement benefit asset 292 750
Foreign currency translation adjustment 6,403 12,300
Deferred tax assets 2,647 3,087
) Re-measurements of retirement benefit plans 259 563
Real estate for investment, net 2,678 2,650
Total accumulated other
Other 2,163 1,730 comprehensive income 19,483~ 25,333
Allowance for doubtful accounts (1,176)  (1,328) Share acquisition rights 446 688
Total investments and other assets 39,862 32,777 Non-controlling interests = 4
Total non-current assets 109,142 120,900 Total net assets 204,816 213,471
Total assets 267,473 265,368 Total liabilities and net assets 267,473 265,368
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Top Priorities for

Kobayashi Pharmaceutical Efforts to Restore Trust

Toward a New Kobayashi

Pharmaceutical

Business Overview

ESG Initiatives Data Section

Corporate data / Investor information (as of becember 31, 2024)

Corporate data

Corporate Name KOBAYASHI PHARMACEUTICAL CO., LTD.

Incorporated August 22, 1919

Head Office
Japan

Representative  Norikazu Toyoda, Representative Director,
President and Chief Executive Officer

(appointed March 28, 2025)
Employees

Consolidated

Subsidiaries 36 (14 domestic, 22 overseas)

Group companies

Consolidated subsidiaries (domestic)

® Toyama Kobayashi Pharmaceutical Co., Ltd.

® Sendai Kobayashi Pharmaceutical Co., Ltd.

® Ehime Kobayashi Pharmaceutical Co., Ltd.
Kiribai Kobayashi Pharmaceutical Co., Ltd.
Aloe Pharmaceutical Co., Ltd.

Meitan Hompo Co., Ltd.

Kobayashi Pharmaceutical Plax Co., Ltd.
SP-Planning, Inc.

Archer Corporation

Suehiro Sangyo Co., Ltd.

Ltd.
Kobayashi Pharmaceutical Value Support Co., Ltd.

Kobayashi Pharmaceutical Distribution Co.,

Kobayashi Pharmaceutical Global E-commerce
Co., Ltd.

Kobayashi Pharmaceutical Sales Promotion
Co., Ltd.

® Kobayashi Pharmaceutical Challenged Co., Ltd.
® True Nature Co., Ltd.

Major shareholders

Percentage of

4-4-10 Doshomachi, Chuo-ku, Osaka 541-0045,

3,615 (consolidated), 1,665 (non-consolidated)

Common stock
Shares authorized
Shares issued
Shareholders

Stock exchange listing

Transfer agent /

for special accounts

Account management institution

Investor information

¥3,450 million
340,200,000
78,050,000

58,270

Prime Market,

Tokyo Stock Exchange

Mitsubishi UFJ Trust and
Banking Corporation

® Domestic Business
® International Business

® Other Business J

Consolidated subsidiaries (overseas)
® Kobayashi Healthcare, LLC

©® Hefei Kobayashi Daily Products
Co., Ltd.

® Kobayashi Pharmaceutical
[Hong Kong) Co., Ltd.

® Jiangsu Kobayashi Pharmaceutical
Co., Ltd.

® Kobayashi Pharmaceutical
(Singapore] Pte. Ltd.

® Kobayashi Pharmaceutical (Taiwan)
Co., Ltd.

® Kobayashi Healthcare (Malaysia)
Sdn. Bhd.

©® PT. Kobayashi Pharmaceutical
Indonesia

® Kobayashi Healthcare Australia
Pty., Ltd.

® Kobayashi Healthcare (Thailand)
Co., Ltd.

©® Kobayashi Healthcare International,
Inc.

Other corporations

Name total shares
hots 18.6% |

Akihiro Kobayashi 12.46
Japan Trustee Services Bank, Ltd. (trust account] 9.42

) ) Securities
The Kobayashi Foundation 8.07 companies
Oasis Japan Strategic Fund Ltd. 5.19 1 60/ .

[ ] (]
Ikuko Watanabe 3.13
Forum Co., Ltd. 2.79
OASIS JAPAN STRATEGIC FUND Y LTD. 2.74
Oasis Investments Il Master Fund Ltd. 2.62
Yukako lue 2.51
Eko Co. 2.29
Foreign nationals
Notes:

1. The Company holds 3,711,181 shares of treasury stock but is excluded from the

above list of major shareholders.
2. Percentage of total shares held is calculated excluding treasury stock.

20.54

78,050,000 shares

® KOBAYASHI Pharmaceutical
Manufacturing (Thailand] Co., Ltd.

® Focus Consumer Healthcare, LLC

® Kobayashi Consumer Products, LLC

Kobayashi America Manufacturing,
LLC

Mediheat, Inc.
Berlin Industries, Inc.

Perfecta Products, Inc.

Alva-Amco Pharmacal Companies,
LLC

® Kobayashi Healthcare Europe, Ltd.

©® Hefei Kobayashi Pharmaceutical
Co., Ltd.

® Kobayashi [China) Co., Ltd.

Shareholder composition

Individuals and other

44,4y,

Total

Financial institutions

15.0-
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44, KOBAYASHI Pharmaceutical Co., Ltd.

KDX Kobayashi Doshomachi Bldg.,

4-4-10 Doshomachi, Chuo-ku, Osaka 541-0045, Japan
Tel +81 (0)6-6222-0142 Fax +81 (0)6-6222-0146

URL https://www.kobayashi.co.jp/english

'COMMUNICATION
ON PROGRESS This is our Communication on Progress
SBALC, in implementing the Ten Principles of the
> g United Nations Global Compact and
h‘ X supporting broader UN goals.

We welcome feedback on its contents.
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