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Mission Statement

The mission statement of the OTSUKA CORPORATION
Group represents an internal and external declaration of
its social role, responsibility and raison d’etre in terms
of its mission, goals and principles for daily activities.
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Mission Statement

Mission

OTSUKA CORPORATION serves a wide range of companies,
providing comprehensive support for their business activities by
presenting, within a concrete framework, new business opportunities
and management improvement strategies brought about by
innovations in information and telecommunication technology.

By so doing, we continue to facilitate the growth of our client
companies and contribute to the development of our country and the
creation of a spiritually enriching society.

Goals

o To become a corporate group that is recognized and trusted as a
valuable corporate citizen

e To encourage employee growth and self-realization through the
attainment of personal goals and professional achievement

e To demonstrate harmonious coexistence and growth with nature
and society

o To create business models that consistently keep pace with the
changing times

Principles

o Always think from the customer’s perspective and act through
harmonious teamwork

o Maintain the spirit of challenge inherited from our predecessors,
exercise our own critical judgment, and act on our own initiative

o Fully comply with all prevailing laws and regulations, and
maintain high ethical standards
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Editing policies

The Report aims to clearly explain to
stakeholders the Company’s mid- and long-
term business strategies and process of
solving ESG issues through business. For
editing, the Company has referred to the
International Integrated Reporting Framework
by International Integrated Reporting Council
(IIRC) and the Guidance for Integrated
Corporate Disclosure and Company-Investor
Dialogue for Collaborative Value Creation by
the Ministry of Economy, Trade and Industry.

Reported period

From January 1 to December 31, 2021

® To report the latest situation, the Report
contains information on activities carried
out after the reported period.

® “FY2021” and “fiscal year ended
December 31, 2021” in the Report mean
the period from January 1 to December
31, 2021, unless otherwise stated.

Data Section

Financial and Non-Financial Highlights

Supplementary Information on Financial
Statements

Consolidated Balance Sheets
Consolidated Statements of Income

Consolidated Statements of Comprehensive
Income

Consolidated Statements of Cash Flows 2
Consolidated Statements of Changes in Equity

Company Overview and Stock Information

Notes on forward-looking statements

The forecasts, plans, and outlooks concerning future
business results in the Report are judgements believed
to be reasonable by the Company’s management
based on currently available information. Actual results
may differ significantly from the forecasts, plans, and
outlooks in the Report due to changes in various
factors. Such factors include changes in the economic
situation of major markets and in product demand,
changes in foreign exchange, and changes in
domestic and international regulations as well as
accounting standards and practices.
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President & Chief Executive Officer
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We continue to get close to and
grow together with our customers

Our new Integrated Report

In April 2022, OTSUKA CORPORATION moved to the
Tokyo Stock Exchange’s Prime Market, which had been
created to replace the exchange’s First Section as its top-
ranking market. The Prime Market demands extremely high
standards of issuers, especially in terms of their governance,
earnings base, and financial condition. As an issuer listed on
this market, therefore, we are committed to working with
stakeholders to enhance our corporate value through

sustainable growth.

As one means to that end, we revamped our usual Annual
Report, relaunching it in the form of this Integrated Report.
Our new Integrated Report will be a tool for engaging with
you, our stakeholders, to facilitate constructive dialogue. We
will keep you informed about what the OTSUKA
CORPORATION Group is doing to create value over the
medium to long term by ensuring that we include all relevant

financial and non-financial information.

Leveraging a localized system of support and a scientific sales style to build a
sustainable business model for the long term

OTSUKA CORPORATION was founded in 1961 as a vendor
of copiers, and we subsequently prided ourselves on our
localized system' of support for customers. This enabled us to
ensure that their operations continued uninterrupted by
delivering copier paper as soon as it started to run out, or
sending a technician round immediately when a machine
stopped running smoothly. Over the years, meticulous
attention to our customers’ needs and expansion of our product
lineup have enabled us to build a unique customer base
centered on small- and medium-sized enterprises.

When Japan’s asset bubble burst in the early 1990s,
however, OTSUKA CORPORATION found itself in a difficult
situation characterized by decreased profitability, among other

challenges. We responded by redefining the type of company

we aspired to be and launching our Otsuka Strategy” project
to configure a new operational setup. This required an
overhaul of our core systems, and a second phase which
involved starting development of our SPR” (Sales Process
Re-engineering) system. This proprietary system developed
in-house is designed to coordinate our core systems with
information systems combining CRM (customer relationship
management) and SFA (sales force automation). This project
could be described as a precursor to the DX (digital
transformation) that is currently a focus of attention in Japan.
The core systems we overhauled as part of our Otsuka
Strategy stores histories of transactions with customers, while
the information-oriented SPR system is a database comprising

mainly business negotiation records. Leveraging these two
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Top Message

systems in conjunction has given us unprecedented ability to
visualize individual customers’ circumstances, enabling us to
offer optimal proposals attuned to their specific needs.

Our SPR system started to produce results from about
2003, when we began to see a higher proportion of
negotiations culminating in contracts, among other benefits.
Improved productivity has yielded benefits* that we pass on
to employees by giving them more days off, while it has also
enabled us to continue growing as a company without
increasing our workforce. Our customers have benefited too,
as we can offer them the same high level of service at lower
prices. Thus, we have created a sustainable business model
that generates a triple-win situation whereby customers,
employees, and the Company itself all benefit.

Our SPR system helped to improve our productivity by
utilizing a data-based, scientific sales style. Having brought
long-term, stable growth to the Company, it ranks with our
long-established customer base as a competitive strength

unequalled among our peers even today.

Something else we regard as a major advantage is
accumulated business’ such as office supply and maintenance
agreement services. This type of business serves not only to
boost our earnings base and ensure the stability of our
operations, but also to continuously strengthen our
relationships with customers. Accumulated business has
grown to account for ¥300 billion in net sales, which equates
to 40% of our non-consolidated annual net sales, and we
anticipate even further growth.

We are now implementing Otsuka Strategy IL,° which is
focused on forging new relationships with customers. We are
supplementing our face-to-face support (by sales and technical
personnel) with alternative options such as online
consultations, a call center, and Al. This is further boosting our
capacity to propose solutions to customer issues and
enhancing the one-stop solutions and one-stop support that

have traditionally been our strengths.

Emerging challenges on the path to a new stage of growth

In the fiscal year ended December 31, 2021, we recovered
from the previous year’s decline in both sales and profits (the
first such decline in 11 years) to achieve sales and profit
growth. Nonetheless, I regret that both revenue and income fell
short of the levels planned, causing concern for our
stakeholders.

The first six months of the year delivered stronger sales
growth than in the previous year, but in the following six
months, sales remained down year-on-year, resulting in a
marked difference between the two halves. Although we
responded to the higher COVID infection rates from July
onward by shifting to mostly online sales, our sales activities
were undeniably compromised. In particular, fewer
opportunities for face-to-face contact reduced the number of
companies individual salespeople could negotiate with each
day. When negotiating online, the objectives are clear, and
once a yes or no answer is reached, the discussion is over. At
OTSUKA CORPORATION, however, our strength has always
been our salespeople’s ability to use the general conversation

during customer visits to generate additional opportunities for

recommending products. Unfortunately, it seems to me that
online negotiations have prevented us from making the most
of this strength, and our salespeople were unable to get close
to customers and work out their essential needs as the basis for
making proposals.

In recent years, we had reached the point where we were
gradually starting to see results from our initiatives to maintain
and increase customer contacts via multiple channels, and to
facilitate sales activities using Al by implementing Otsuka
Strategy II. However, the challenges of conducting face-to-
face sales activities during the COVID pandemic caused a
levelling-off in performance indicators that had previously
increased steadily, such as the number of products purchased
per (copier) customer and the number of negotiations using
Al It also became clear that our goals as a company had not
been firmly instilled among all salespeople.

Transformation of our business environment has placed
OTSUKA CORPORATION in a situation where we can no
longer rely solely on the sales methods and style handed down

in our corporate DNA throughout our history. We are unlikely
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to achieve further growth if we depend on our past experience
alone. Although we face challenging circumstances, we must

properly grasp the changes in our business environment,

redouble our efforts to instill the Otsuka Strategy II concept
throughout the Company, and expedite the strategy’s

implementation.

Get close to our customers and grow together through DX

(digital transformation) and all our products

At OTSUKA CORPORATION we try out various
combinations of our products in-house and use the know-how
thus gained to offer a large number of customers solutions that
only we can provide. However, in 2021, only a third of around
287,000 companies’ with which we did business purchased
multiple products from us. Nonetheless, the fact that the
remaining two-thirds purchased only one product does mean
there remains ample room for growth derived from multi-
product proposals. Particularly if we are to establish ourselves
on a reliable growth trajectory from now on, we need to do
more to speed up and improve our provision of solution-based
proposals that bring our full capabilities into play.
Accordingly, we intend to transform our sales style from a
product-first approach focused on single products and pricing
to an ideas-first approach focused on problem-solving. I
believe that our salespeople need to get close to customers and

solve small problems for them to open up sales negotiations,

then build a relationship that makes it easy for the customer to
ask for assistance with subsequent problems. This will help to
increase the number of products purchased per customer, and
repetition of this process will ultimately lead to solution-based
proposals encompassing all the products an office requires.

In order to instill this new sales style among our
salespeople, we need to change our style of management® as
well. We are therefore shifting to a management style that can
offer appropriate counselling, advice, and coaching to
individual salespeople, given that their previous successes are
no longer relevant in the current environment.

We are also forging a new course for our sales activities as
a whole by moving away from our salespeople simply selling
the things they want to sell, and instead adopting a new
evaluation system’ that will encourage them to solve a wide
range of customer problems. At the same time, we are taking

steps to create workplaces that offer job satisfaction, including

4 ps37 :[T-Driven Productivity Improvement 5 P26 : Accumulated business 6 P.14 : Otsuka Strategy Il
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raising the labor share of income,'” as we work to establish a
setup that will enable our employees to get close to customers.

As one aspect of Otsuka Strategy II, we will continue the
series of initiatives we started a few years ago that utilize Al"
to improve productivity and revitalize our organization. One
example is sales process support using Al, such as
recommendation of products and companies to visit,
management of the negotiation process, and recommendation
of post-installation follow-up. Other examples include the Al
Assistant iPhone app, which serves as a personal assistant for
sales personnel, and improvement of employees’ well-being
using “happiness sensors.”

However, I believe that the key challenge from now on will

be to ensure that our employees become more sophisticated

users of Al. The issue will be how they can avoid being used by
Al and instead become adept at using it for their own
proposals. For instance, the ideal scenario would be that a
salesperson who previously sold only copiers is prompted by
the Al to notice a new opportunity, he or she then thinks it
through, makes a creative proposal, and ends up selling multiple
products instead. To enable this to happen, we are investing
effort in human resource development'” aimed at improving a
range of employee attributes such as expertise, experience, and
drive, in addition to Al-related skills. At the same time, I think it
is essential to invest more in human resources by supporting
employees’ efforts at self-realization. This includes encouraging
and subsidizing acquisition of qualifications related to Al and

other aspects of IT, or business in general.

Aiming to enhance our corporate value by generating social value through

sustainability-oriented business management

We took advantage of OTSUKA CORPORATION’s 2001
listing on the First Section of the Tokyo Stock Exchange to
reconsider our societal role, responsibilities, and raison d’étre.
In 2003, we announced our Mission Statement,'’ which stated

the goals we should aim for and the principles that would

guide us from day-to-day. In line with our Mission Statement,
we have continuously pursued an array of measures to
contribute to solving environmental, social, and governance
(ESQG) issues and achieving the Sustainable Development
Goals (SDGs). In November 2021 we established the

Sustainability Committee, which started discussing topics
including identification of the Company’s materiality,"
responses to environmental and social risks, and support for
building a governance system.

On the environmental (E) front, the most recent ESG-
related development was our declaration of support for the
recommendations of the TCFD (Task Force on Climate-related
Financial Disclosures). From now on, identification of climate
change-related risks and opportunities will form part of our
corporate strategies as we seek to build a governance system
capable of both implementation and innovation. In addition,
we are simultaneously increasing corporate value and reducing
environmental impact by selling more environmental solutions
and products.

In terms of social issues (S), we are putting mechanisms in
place to manage human resources'” in such a way that the
personal growth and active engagement of our employees
lead to sustainable enhancement of our corporate value
over the long term. This involves investing more in human
resource development, primarily by encouraging and
subsidizing training and acquisition of qualifications, as well
as reviewing and amending our salary structure and levels.

As far as governance (G) is concerned, we have three
outside directors who contribute to lively discussions at the
Board of Directors meetings. In terms of management
decision-making, therefore, we believe that the Company’s
governance measures function effectively. Meanwhile,
diversity'® at the Company was improved this year with the
appointment of our first-ever female Executive Officer. I look

forward to a succession of female employees following in her

To our stakeholders

The Japanese government’s recent creation of a Digital
Agency and new legislation to encourage the use of electronic
documentation mean that small- and medium-sized enterprises
now have no choice but to embrace the use of IT and paperless
operations. At OTSUKA CORPORATION, 80% of our
customers are small- and medium-sized enterprises with
annual sales of less than ¥1.0 billion; we regard it as our

mission to solve the problems such companies face.
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footsteps. In another governance-related development, we
created the optional Nomination Committee and
Compensation Committee in March 2022. The committees are
advisory bodies to the Board of Directors and comprise mainly
independent outside directors. The Nomination Committee
and Compensation Committee will advise the Board of
Directors on matters such as the election, dismissal, and
remuneration of directors; and succession planning (including
training of successors) whenever it is requested or delegated to
do so by the Board.
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Mission Statement

Mission

OTSUKA CORPORATION serves a wide range of companies,
providing comprehensive support for their business activities by
presenting, within a concrete framework, new business opportunities
and management improvement strategies brought about by
innovations in information and telecommunication technology.

By so doing, we continue to facilitate the growth of our client
companies and contribute to the development of our country and the
creation of a spiritually enriching society.

Goals

o To become a corporate group that is recognized and trusted as a
valuable corporate citizen

°To ployee growth and self-realization through the
attainment of personal goals and professional achievement

o To demonstrate harmonious coexistence and growth with nature
and society 8

o To create business models that consistently keep pace with the
changing times

Principles

o Always think from the customer’s perspective and act through
harmonious teamwork

o Maintain the spirit of challenge inherited from our predecessors,
exercise our own critical judgment, and act on our own initiative

o Fully comply with all prevailing laws and regulations, and
maintain high ethical standards
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Our slogan for 2022 is “Get close to our customers and
grow together through DX (digital transformation) and all our
products.” In line with this policy, we are aiming to assist our
customers in pursuing digital transformation and grow
alongside them. Your continued support will be invaluable to

us as we do so.
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15 P49  : Engagement 16 P.50  : Diversity & Inclusion



Sources of OTSUKA CORPORATION'’s Value Creation: Management History

History of OTSUKA CORPORATION, evolving with
the changing environment while dedicating itself to
the “Pursuit of Customer Satisfaction” since its founding

The corporate philosophy that OTSUKA CORPORATION has treasured since its founding is “Pursuit
of Customer Satisfaction.” OTSUKA CORPORATION has maintained its business style of providing a
one-stop service for various consumables and maintenance of equipment needed in the office, in

addition to sales of various equipment, since its founding.

The products and services OTSUKA CORPORATION handles are still expanding to meet the
needs of our customers and the changing office environment. OTSUKA CORPORATION will
continue to contribute to our customers’ productivity improvement and cost reduction while getting
close to them, and grow together with them.

> Change in net sales +rom 1961 to 1999: non-consolidated; from 2000: consolidated

OTSUKA CORPORATION,

engaging in copier business

engaging in COF business

Copier, Office computer, Facsimile

engagmg in OA business

Office Automation

>0TSUKA CORPORATION, > OTSUKA CORPORATION,

1961

» History of strategy

1970

Founding spirit

Create a company where employees are
happy, employees are proud to work, and
employees are appreciated by their families.

Corporate philosophy when founded

“Pursuit of Customer Satisfaction”

Business
transition

Sl business

S&S business

Copier

Supply

4

1980

Founded in1961

Management policy when founded

1990

1. Service is the key factor in business M|SS|on
success
2. Providing customers with services to - Statement

ensure maximum performance

3. Achieving solid results with deliberate
and steady progress

4. Pursuit of responsibility for effective

P.01

operations I I

Expansion of the Company’s
business domains

One-stop solutions

One-stop support

Multi-vendor & multi-field

products and services we handle

From 1990
® Total a Service

From 1993

Qetwork

@pen system
Qownsizing

_ Electronic | Office » Facsimile » ERP , Telecommunications | Personal CAD
calculator computer software equipment computer software
Strengthening provision of maintenance services
Maintenance » by the Company in line with the expansion of > Total a Service » aWeb

(currently “tayoreru”)

(@ uttimedia & multi-vendor

>

OTSUKA CORPORATION,

a company with technology
and proven track record

2000

Commenced
full-scale operation
in 1998

SPR

Introduced in 2001 |
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2021

¥851.8 vilion

‘ (millions
of yen)
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Energize Your Office with >

2010

Uniquely developed
for CRM & SFA

2020

deration sequentially
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Strategy |

. 199; ) OtSUka strategy Commenced full-scale operation in 2003
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strengthening S'SPR Management of behaviors customers
P11 of technical personnel and m
* From 2009 business process reform
From 1995 From 2000 From 2006 @ From 2017 From 2020 From 2021
® Internet business ® Listed on the First ® Launched ® Initiated ® Support ® Obtained DX certification
From 1996 Section of the Tokyo “tayoreru” teleworking customers’ ® Commemorative project
® Security management Stock Exchange brand operations at teleworking for the 60th anniversary
business From 2001 From 2008  the Company | e Integrated DX
From 1999 ® Yuji Otsuka assumed the position | ® LED package From 2022
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UNIX Network equipment management iPhone/iPad LED RPA Al/loT
“tanomail” > Data center 4 Strengthening Collaboration with >  Support for teleworking 4

web business

cloud services
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Sources of OTSUKA CORPORATION'’s Value Creation: otsuka strategy and Otsuka Strategy I

Otsuka Otsuka
Strategy Stralfegy —

Otsuka Strategy

Our Otsuka Strategy launched in 1993 was designed to lay the foundations for our future growth by
addressing the Company’s structural issues. Once it got fully under way in 1998, our business was
transformed to become fundamentally data-driven, and our productivity improved exponentially. At the
same time, our business model changed dramatically. Improvements in our checks and balances, as
well as our financial standing, enabled us to list on the Tokyo Stock Exchange in 2000, and even now
these elements remain fundamental to our company. In fact, the Otsuka Strategy project OTSUKA
CORPORATION took on some 30 years ago was no different from the digital transformation that many

Japanese companies are grappling with at the moment.

Background to the Otsuka Strategy

Productivity had decreased due to expansion of product lineup and company size

Radical reform was required to improve productivity and reinforce checks and balances

In 1992, OTSUKA CORPORATION’s operating sites including
its branches and sales departments were organized to function
independently. These independent operating sites were given
responsibility for the majority of operational tasks including
issuing proposals and estimates, signing contracts, taking orders,
recording sales, invoicing, processing payments, inventory
management, purchasing, and managing customer data. The
advantage of this was that each site functioned as a “mini-
OTSUKA,” but by 1992 the issues affecting the system as a
result of growth in our product lineup and company size had
become starkly apparent. In terms of inventory management, for
instance, the availability of stock at each site enabled quick

delivery, but duplication across multiple sites tended to lead to

surplus inventory across the Company as a whole. Funding Extensive use of external loans | Deterioration in financial position Gulam Bl Gamien Cusea:
Likewise, the speedy decision-making that resulted from , , - Proposals & estimates < Proposals & estimates | P H bl
] o ; Reference: The Company's non-consolidated financial results for 1992 amounted to Center (Call Center), CTO Center
the latitude granted to individual sites was a strength, but ¥200.2 billion in net sales, ¥0.5 billion in ordinary profit, ¥88.7 billion in interest-bearing | —
e . L debt, and ¥5.6 billion in interest expenses. The Company hired around 800 new graduates Maintenance Agreement Control Center,
vulnerabilities and inefficiencies in terms of checks and } f 3 _taki ’
(compared with around 350 new graduates in 2022). Contracts & order-taking < Contracts & order-taking | »> Supply Order Receipt Center, etc.
v Automatic Booking

balances had become apparent. What was more, the Company
regarded a larger workforce as a key growth driver, and had
funded this by making extensive use of loans from external
entities. As a consequence, the size of the Company had
indeed grown, but expenses such as personnel costs and

interest repayments were persistently driving down profits.

OTSUKA CORPORATION’s strengths and issues in 1992

Quick delivery Surplus inventory

Inventory (stock at each site) (duplication across sites)

Vulnerabilities & inefficiencies
(everything left up to individual
sites)

Checks and Speedy decision-making
balances (atitude granted to individual sites)

Workforce  Larger workforce drives growth Higher personnel costs

.

Transition to a form of business operation appropriate for a new era by avoiding
wholesale renunciation of the past and making the most of the culture and
resources OTSUKA CORPORATION has cultivated since its founding—especially
our employees and customers

Inspired by this aspiration, we launched the Otsuka Strategy project,
spearheaded by our current President & Chief Executive Officer, Yuji Otsuka.

The two pillars of the Otsuka Strategy

Simultaneously improved productivity and reinforced checks and balances by centralizing tasks and automatic booking of sales

upon shipment
Hastened decision-making by cleaning up data

Our Otsuka Strategy project had two main pillars: (1)
centralization of operational tasks and (2) automatic booking
of sales upon shipment. Centralization entailed reorganizing
the operational tasks that had been handled separately at each
individual site and setting up new units in the head office to
take sole responsibility for these tasks. It was a move designed
to kill four birds with one stone by transitioning to an
integrated ERP (enterprise resource planning) system that
would (1) allow operating sites to focus on the sales activities

that were their essential role, (2) improve productivity

Centralization as part of the Otsuka Strategy

throughout the Company by enabling tasks common to all
sites to be handled centrally, (3) reinforce checks and balances,
and (4) generate cleaner upstream data. However, the proposal
met with fierce backlash from operating sites, given that it
could be regarded as compromising their own authority.
Nonetheless, the Company took steps to gain a full picture of
the existing situation by conducting thorough investigations at
each operating site, and centralization of all the various tasks

eventually started in 1995.

Current site-based operations
(focused on sales activities)

Former site-based operations

Centralization of business function
(improved productivity)

Approvals
(stronger checks & balances)

Goods Services

Real-time inventory _), FYRESSRSsay
reservation

Centralization of data
(generates clean data)

Recording sales

Customer data

(including setting the basis for revenue recognition)

Charge & Collect Center,
Sales Admin Center

Delivery Center, Logistics Center,
Return Center, etc.

Purchasing Center

Code Center




Sources of OTSUKA CORPORATION’s Value Creation: Otsuka Strategy and Otsuka Strategy Il

Otsuka Otsuka
Strategy Stralfegy =

The first head office unit to be established was the Delivery
Center, which achieved positive results such as more efficient
deliveries and increased inventory turnover thanks to reduced
duplication across sites or dead stock; these improvements in
turn brought down interest-bearing debt (see figure: Inventory
turnover and interest-bearing debt). Operating sites that no
longer managed their own inventory benefited from reduced
need for space, and could dispense with maintaining a store at
street-level. They could instead set up stores on the second
floor or above, where rents are relatively cheap, moving to a
more convenient location for the same rent. Thus, centralized
inventory management offered the added advantage of leading
directly to reduced costs and increased convenience.

The Otsuka Strategy’s other main pillar, automatic
booking of sales upon shipment, was also implemented in
conjunction with the launch of the Delivery Center.
Previously, individual sites had exercised their own discretion
in recording data relating to contracts, orders received, and

sales, but instead the Company developed a new operational

Inventory turnover and interest-bearing debt (non-consolidated)

M Interest-bearing debt = Inventory turnover
¥88.7 billion

13.8%

setup. This enabled data to be processed according to
standardized criteria, while inventory could be reserved in real
time via a network. Operating sites were immediately notified
of delivery dates, maintaining the tradition of quick delivery
that had been a competitive advantage for the Company. As
the head office units such as the Delivery Center, the Logistics
Center, and the Returns Center started to dispatch products,
the core system was equipped with approval capability (to
control automatic booking). This enabled the recording of
sales upon shipment, thereby eliminating arbitrariness and
reinforcing checks and balances.

As a result, cleaner data was provided by operating sites.
The generation of clean data upstream obviated the need to
input the same data twice, and the centers in the head office
could process everything together, from shipment and delivery
instructions and automatic booking of sales to invoicing and
collection of accounts receivable. Operational productivity
improved dramatically, while the head office also benefited

from access to accurate, timely information.

29.5%

¥9.2 billion

-

1992 1993 1994 1995 1996 1997 1998

1999 2000 2001 2002 2003 2004 2005

B

Our SPR system and the transition to a scientific sales style

It was our SPR (Sales Process Re-engineering) system that utilized this clean data and developed it into a strategic sales
tool (see P.22). The SPR system was linked to the Company’s core system; it used information obtained from OTSUKA
CORPORATION’s customer base as a resource, enabling a scientific approach to sales. From the time the SPR system
was launched, we continuously built up know-how relating to its use, along with a database of all customer-related
information, including records of negotiations, assistance provided, and sales transactions. These resources would

subsequently enable us to use Al for managing big data as part of Otsuka Strategy II.
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Otsuka Strategy i

Otsuka Otsuka
Strategy Straﬁegy

#i Background to Otsuka Strategy i

The catalyst for the launch of Otsuka Strategy II was a hike in our copier paper price in 2007 resulting from a
steep rise in the price of crude oil.

At the time, OTSUKA CORPORATION had around 160,000 “tanomail” customers. We managed to visit only
50,000 of these companies in person to explain the price hike, and were forced to notify the remaining companie|s

personnel (referred to below as “Real”) worked at full capacity, there were still many customers they did not =

L1

by postcard. We had been unable to do something we thought we could do: Even when our sales and technical : Iq

manage to visit. As a consequence, we realized, we were losing customers we had sold products to previously .. = =
without even being aware of it. o

A 4

Progressing from a one-time transaction to a lifelong customer
We want all our customers to feel glad that they did business with
OTSUKA CORPORATION

Concept: Forging new relationships with customers

As our customers increase in number, there is a limit to how far we can respond simply by augmenting the number of Real. If we
are to maintain the Company’s growth, while ensuring that every single customer that has dealings with us feels glad they did
business with OTSUKA CORPORATION, we need to make a major transition to an entirely different operational setup. I want
us to establish a new paradigm that ensures our operational setup and capabilities at the corporate level keep us constantly
connected to our customers, even if Real are unable to visit in person. I now feel that, in order to achieve this, we need to put
three channels in place—Real, Web, and Center—and have them work in unison to create an OTSUKA-wide framework for

maintaining contact with customers.

Three interfaces work together to enable the Company as a whole to
get close to customers, forging new relationships with them

Interaction Working together
/ /7%\\

@ Tailored to individual customers
The right interface

h \\Web /“‘ The right timing
- The right response
< > <_ The right proposal
< Center | Control capability

Various forms of Al

o

Establish control capability
to support the three
customer interfaces

Interaction data

Otsuka Strategy Il

Data warehouse

Transaction histories
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Sources of OTSUKA CORPORATION’s Value Creation: Otsuka Strategy and Otsuka Strategy Il

Otsuka Otsuka
Strategy Straﬁegy

Get close to our customers through three interfaces

Circumstances vary from one customer to another. Even for
the same customer, sometimes it is important to interact Real,
while at other times Center is the most appropriate option. Or
sometimes it may be best for customers to solve their own
problems with the help of Web. In order to meet such variation
in needs, the three channels should ideally not handle
customer requests individually, but should instead present a

united front to offer a combined response according to each

customer’s circumstances. Now we have established the hand, the foundation constructed during the original Otsuka customer companies, and have been working to make the e o “&m e
concept of taking a company-wide approach to getting close to Strategy was already in place. That means that certain existing accounts more convenient to use. In July 2021, for example, — i} o
customers in order to forge new relationships with them, elements can be retained and utilized, but the need to build on we updated the website, customizing home pages for specific renR e R Bt R
Otsuka Strategy II will get under way. top of an existing base and ensure that the old and the new users. PPy

For the Real, Web, and Center interfaces to get close to work together makes this current Otsuka Strategy extremely In 2018, 18 months after the full-scale launch of the online A T PO U,
customers in unison, it is essential for the three to work challenging to put into practice. Nonetheless, we continue to account service, we conducted a major survey of all customers B {sEerommmnr | s

together. In 2015, therefore, we set up a mechanism to
exercise the overall control necessary to bring this about. A
single database is used to store all customer interaction data,
such as business negotiation records and details of inquiries,

as well as transaction histories; Al software then learns from

this database to come up with theories regarding customer
problems. Our current aim is to establish the capability to get
close to customers at any time by approaching them via the
channel that can best solve their problems.

Our original Otsuka Strategy was driven by the urgent
imperative to turn the Company around; it dispensed with the
Company’s own established rules to construct an entirely new
foundation for the future. For Otsuka Strategy II, on the other

press ahead with Otsuka Strategy II, having started with
whatever could be done straight away, and making

adjustments as we go along.

Otsuka Strategy Il: Creating an OTSUKA-wide framework

Al-based support for Real sales

Al Assist

Our efforts to incorporate suggestions obtained from Al
learning into Real sales activities are ongoing. For instance,
the sales process can be broadly divided into four phases: (1)

identification of a company to visit, (2) initial approach to

Meanwhile, we are using Al to support other phases of the
sales process as well: We have started small-scale and pilot
trials, being careful to ensure compatibility with our

operations as a whole.

OTSUKA CORPORATION’s Web presence
Customer Personalized Pages

Customer Personalized Pages were created to provide
customer support via the internet as a means of addressing our
inability to visit all customers in person. These accounts are
intended to be online contact points enabling us to support and
build relationships with customers—in particular the 80% that
are small- and medium-sized enterprises. In other words, the
customer accounts represent OTSUKA CORPORATION’s
Web presence. We issued “OTSUKA ID” to individual users in

with an OTSUKA ID (numbering around 50,000 at the time).
This yielded valuable insights including information on the
types of customers using the accounts, and when and how they

were using them. By the end of December 2021, the number

of individuals with an OTSUKA ID had climbed to around

228,000. We will continue making improvements as we

endeavor to create a website that gets close to

customers.

Please see our website for details regarding
Customer Personalized Pages (Japanese only)=

Contract
confirmation

Technical & o mnication B & changes
support

Seeking to create and sustain relationships with a large number of customers

The Inside Business Center

In 2014 we established the new Inside Business Center (IBC)
to coordinate with our Real and Web support services and help
with sales, at the same time seeking to create and sustain
relationships with a large number of customers. IBC started by

conducting outbound' marketing focused on “tanomail”

1. “Outbound” refers to telemarketing via phone calls from a call center to
customers.

2. “Inbound” refers to a call center’s handling of calls received from
customers.

Sales of products sold by the IBC

receipt of an order, (3) installation of product(s) to fulfillment products. We subsequently included a contact phone number (Billions of yen) 11.0
of all the customer’s requirements, and (4) building a longer- " Best companies to visit (selected according to date of last visit, for the IBC on the Company’s products and solutions
term relationship. For the first of these phases, Al can relationship level, etc.) webpage, enabling the IBC to also offer inbound? support by
. . . e © Convenient locations based on destinations already scheduled . s - 8.0
automatically input the best companies to visit in a . ; responding to inquiries received from customers. We expanded
' ® Optimal solutions chosen by Al
salesperson’s schedule. The Al recommends an optimal the scope of the IBC’s sales activities to increase the number 5.8
solution for the customer in question, free of any bias toward of products the IBC could sell on its own (“Products sold by
Construction Construction
products the individual salesperson is particularly familiar the IBC”), such as IT services other than “tanomail” and 3.8
with. It is up to the salesperson to decide whether to actually ® T T ® connection services. During 2020, when the spread of 19
visit the suggested company. We are now testing various : COVID-19 placed constraints on face-to-face sales activities,
Al suggests companies to 0.2 0.7

means of enabling salespeople to interpret and make use of the
Al’s suggestions without simply being used by the Al

We are also currently working on improving the Al’s
accuracy by providing it with feedback on the results of
negotiations so that both the salesperson and the Al can

engage in a PDCA (plan-do-check-act) cycle of learning.

visit during empty time slots
Scheduler + +
siapren 500 | 50 [1090] 1100] 12001990 140015001690 1700

(0G0 M Corporation [ Constrution I Constructon 3
meeting 3 - 3

M Already scheduled M Al-based recommendations

Taro Otsuka
TBC

the IBC made a valuable contribution by supporting customers

with the introduction of teleworking.

2015 2016 2017 2018 2019 2020 2021



Sources of OTSUKA CORPORATION’s Value Creation
Business Models and Capital

Energize Your

One-stop solutions &
one-stop support

OTSUKA CORPORATION continues
to expand its business domains by
promoting “multi-vendor operations,”
in which we handle products from
many vendors without being bound
to specific manufacturers, and
“multi-field operations,” in which we
provide a wide range of products and
services from office supplies to IT
equipment and IT services in general.

We deliver values provided by our
approximately 2,400 business
partners by combining them into a
solution optimal for each customer,
thereby solving our customers’
problems through a single point of
contact.

Social capital

Partners
Approximately

2,400 companies

(as of December 2021)

Office with

From system implementation

System Integration Business

We realize information systems that support productivity improvement
and cost reduction for our customers by offering optimal solutions that
combine networks, servers, PCs, multifunctional devices, software,

etc. selected without being bound to specific manufacturers.

C ©
Information and

communication network
Communication lines and

infrastructure

Hardware
Implementation and setup

Software systems
Planning, design, and

development

Security management
Information leakage and BCP

Consulting

Analysis of issues and
business operations

Human capital

Number of full-time
employees (consolidated)

9,171

(as of December 2021)

Knowledge, know-how,
and mechanism to utilize
customer information

One-stop solutions & one-stop support offered by OTSUKA CORPORATION

We provide total solutions to challenges facing our
customers in the form of “one-stop solutions” and
“one-stop support.”

Service and Support Business

We offer a full range of services to support every stage and aspect
of business, such as mail-order of office supplies, troubleshooting
after implementation of information systems, operation and

management, and information systems diagnoses.

EEN-5

“tayoreru”

T

“tanomail”

Hardware and software maintenance
Telephone support
Online support
Web services

Office supplies and stationery

Daily supplies and PC peripheral
equipment

Furniture and nursing-care products

OTSUKA CORPORATION Integrated Report 2022

Contributing to productivity
improvement and cost
reduction for our customers

OTSUKA CORPORATION
supports the entire office
of our customers

From single-product
transactions to
multi-products transactions

Building a lifelong
relationship with customers,
starting from a single
transaction

A

To post-implementation suppokt
] g
i il \¢

*One of the largest technical Equity Equity ratio Initiatives to mitigate
contact centers in Japan climate change through
*A logistics network to ¥298.7 billion 61 .40/0 our business activities
deliver what customers
need (as of December 2021)

P23 GED @<

287,000 companies

v

Social capital

Customers

Approximately

(as of December 2021)

* E # n 5 A general term for service and support programs that provide comprehensive support for various corporate operations,
—
including general affairs, human resources, accounting, and information system operation, as well as utilization of IT.



Sources of OTSUKA CORPORATION'’s Value Creation

Capital that OTSUKA CORPORATION Has Built Up as Its Strength

Social capital

Partners

Partners

connects our partners

Approximately

* OTSUKA CORPORATION has formed alliances

with approximately 2,400 partners, both domestic 4

and overseas, ranging from large corporations to ' i

venture companies. companies Propose an
* We receive supplies of superior products, . based on our

services, and technologies of various fields, and Domestic and overseas Of using the

by combining them, we propose solutions that manufacturers

only OTSUKA CORPORATION can provide.

Ecosystem that provides diverse products and services

OTSUKA

® Accumulate business knowledge and technologies to meet
customer needs

@ Establish a stable, long-term sustainable, and flexible supply
system through good relationships with many partners

Share customers’ potential needs, and

Provide marketing functions support new product development

IT platformer

and customers

optimal solution

own experience
products/services

OTSUKA CORPORATION Integrated Report 2022

Customers
Approximately

287,000

companies

80% of our

customers have

Social capital

Customers

Why we value them so much

» Starting from just a single transaction, we
eventually build a trusting relationship with our
customers by listening to and solving the various
problems they face.

* We are steadily expanding our customer base by
continuing our business relations with each of our
customers and enhancing customer satisfaction.

Large corporations and annual sales of less
venture companies { In-house use - Know-how . than ¥1 0 billion

CORPORATION

A wm-win, long-term sustainable customer base

Provide the right solutions according to customer growth
Build a relationship of coexistence and co-prosperity based
on trust created through long-term sustainable business

Productivity improvement and cost reduction,

Provide purchasing functions

so customers can focus on their main business  and support for the entire office

I Provide marketing functions

OTSUKA CORPORATION serves as a sales agent for our
partners. To connect many partners with many customers and
support the delivery of value; that is OTSUKA
CORPORATION’s raison d’étre. We have a proven track
record of doing business with approximately 287,000

Thus, OTSUKA CORPORATION is building win-win
relationships with its partners by providing them with

marketing functions.

Awards in 2021 (not exhaustive)

m Details of awards

customers annually. The fact that our partners are going to

Cybozu, Inc. Partner of The Year (14 consecutive years)

start doing business with us means that we have the chance to

. . . . Trend Micro Awarded in The Best Partner category
start doing business with 287,000 customers. For partners, it is Incorporated. (18 consecutive years)
more efficient working with us than building up their own Hitachi, Ltd. HITACHI Business Partner Award 2021
marketing function and selling directly to domestic customers
of all sizes by themselves. It is also an effective way to utilize AutgEEsh Highest Total AGV for Industry Collections
social capital. Fortinet Regional Partner of the Year Award

OTSUKA CORPORATION and its partners create and World's No 1 transaction value for

.. . SOLIDWORKS )
offer novel value to customers by sharing information on the SOLIDWORKS (8 consecutive years)
challenges facing customers and together exploring ways to (ZZ\cl) (;r;lslpan SMB Market Partner of the Year

solve those challenges. Sharing customers’ potential needs

*Listed in the order of the Japanese syllabary.
also leads to the development of new products by our partners. P viaban.

Changes in the number of customer companies
with transactions during the year
Building a lifelong relationship with customers, starting from a
single transaction

Our customer base is expanding steadily

212,000
companies

05 10 15 20 21(yean)

287,000 companies %

Customer composition by annual sales

(for the year ended December 31, 2021)

OTSUKA CORPORATION is supported by many customers,
from small to large companies.

Less than | ¥1.0 billion to less | ¥10 billion
¥1.0 billion | than ¥10 billion | and above

Percentage share in

net sales 21.99% 28.14% 49.87%
Percentage share in

number of customer  79.60% 16.42% 3.98%
companies

Customer composition by industry

(for the year ended December 31, 2021)

We share with society the know-how gained through
business with our customers in a variety of industries.

Net sales Lease,
. o Credit
Manufacturing ~ Wholesale Building & Others

23 14% 17 29% 8 91 % 9 43%
— | iypﬁ

Services Retail Public Offices, Education

28.89% 3.80% 8.54<
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Sources of OTSUKA CORPORATION’s Value Creation | Capital that OTSUKA CORPORATION has built up as its strength

Intellectual capital

OTSUKA CORPORATION continues to accumulate customer information obtained
from a wide variety of customer contacts. The cumulative amount of data since

With the advent of the digital society, opportunities to use IT are expanding, and

Human capital

the business environment continues to change on a daily basis, including the

ongoing search for new ways of working. Under such an environment, in order to
offer solutions to various issues that differ from customer to customer, it is
important to have “people” who can think and act on their own always from the
customer’s point of view. OTSUKA CORPORATION believes that it is important to

2000 includes approximately 50 million business negotiations and more than 1.2
billion items sold. This vast amount of big data and knowledge, know-how, and
mechanism to leverage them are the most important intellectual capital of OTSUKA
CORPORATION. We have been using Al to analyze big data and support sales

develop “people,” and continue to accumulate human capital.

since 2019, and plan to expand the scope of its usage in the future.

Investment in human resources, the source of our growth

Development of OTSUKA big data

I Number of full-time employees (consolidated) Promotion of women’s participation and "0t 2017
. Established Cust
The number of consolidated full-time employees as of advancement in the workplace | p.50 Established ;:rs;a‘;zedu;a(;:se '
. . . the Insid
December 31, 2021 was 9,171, an increase of 52 (+0.6%) In order to achieve a balance between “ease of working” and Businisr;sclz;ter

compared to the previous year. Technical personnel makes up “job satisfaction” for female employees, OTSUKA Otsuka Strategy 2000 Initiated a call : From 2019

. . . . T . . | Listed on the :
the largest portion of our workforce, working together with the CORPORATION works on various initiatives, including the \ 1005 o8 First Section of center system i St:r:f:)t:retnv(:ict‘hszlles
sales personnel and corporate staff as one team to support enhancement of its systems and fostering an appropriate Launched  Started  the Tokyo Stock

customers. This is a style that has never changed since our

corporate culture. In 2019, we were awarded the highest rating

the project full-scale Exchange

operation

2017

ounding. -Stars) under the “Eruboshi1™ certitication system by the
founding (3 L-Stars) under the “Eruboshi” certification sy: by th
Minister of Health, Labour and Welfare. - Started f ull-scale
operation of Al
Others 177 (1.9%) Eruboshi certification: a certification system based
e on the Act on the Promotion of Female Participation
and Career Advancement in the Workplace, which
2 Corporate went into effect in April 2016. i i i 2
2,455 — I SPR (Sales Process Re-engineering) I S-SPR (SPR for technical personnel)
26.8% -ti i . .. . . . .
¢ ) elr-#pl:l ;;/rggs T%crglggl SPR is a system combining customer relationship management S-SPR is a system uniquely developed by OTSUKA
9,171 (1;9-2%) I Engagement | p.g (CRM) and sales force automation (SFA), uniquely developed CORPORATION to manage the behavior of technical personnel
H
Sales OTSUKA CORPORATION has continued to grow with each by OTSUKA CORPORATION. For more than 20 years since and reform operational processes (released in 2009). With its
(% ;913'? employee experiencing a sense of fulfillment and accomplishment its introduction in 2001, we have digitized all our sales skills inventory, location information and other features, S-SPR
. 0

I Human resource development ' P.51

In order to put into practice one of the goals of OTSUKA
CORPORATION’s Mission Statement, “To encourage
employee growth and self-realization through the attainment

of personal goals and professional achievement,” we provide

in their work. We aim at “employee growth = company growth =
customer growth,” and continue to foster a corporate culture and

work on various measures to achieve this goal.

theme of developing professional human resources rich in

management mindset and human capacity.

e oo

Training costs for full-time employees - -
(non-consolidated) ¥530 million | ¥590 million

activities and accumulated the data in our SPR.

Know the exact profile of our customers

Know the transaction history with our customers (past)

Know the status of proposals made to our customers (present)

Know the requests and needs of our customers (future)

can automatically optimize assignments in the event of failure

to provide prompt and accurate service to customers.

I Promotion of Al utilization

OTSUKA CORPORATION promotes the utilization of AL
Upon completing the initial demonstration tests in 2017, we
embarked on an Al-based, full-scale operational reform. We
have implemented various Al systems, and by combining their

respective areas of expertise, we have established our own Al

. i . . Training costs per full-time employee ¥71,000 ¥78,000 . . . . . . .
employees with learning opportunities under the educational Boost customer satisfaction and efficiency at infrastructure, for which we obtained a business model patent
the same time through science-based sales in 2021 as “Al Service Utilization S rt System.”
) in as ervice Utilization Suppo stem.
Training Employee training to acquire the expertise, skills, . L . Pp Y
by ion and know-how required in their Division The number of business negotiations held per year In 2019, we launched a project unit to further promote our
o N ) ) N N increased from 470,000 in 2001 to 3.2 million in 2020 Al business. While accumulating know-how gained through
Tralmng Employee training to acquire the expertise and Sales Technical Corporate ) ) o ) ] ) )
by job category skills required for their job category | | P (cumulative total: approximately 50 million). We use Al to in-house implementation, we are conducting research on resale
o analyze this vast amount of data and enhance the proposals we models that will be the optimal solution for our customers. In

Trainin Employee training to acquire knowledge and skills
8 9 required of their job level and in accordance with
by IOb level their individual level of growth

Officers, managers, mid-level employees, young \

employees, new hires, and prospective employees

OTSUKA Leader’s \
College E ‘

Lorv]] Employee training to acquire essential knowledge
Compa.ny wide as an employee of OTSUKA CORPORATION and
training a set of widely applicable skills

Optional training

Mandatory training ‘ {

make to help customers improve productivity and reduce

costs.

addition, we are also focusing on the development of
Al-related personnel by encouraging them to obtain relevant

qualifications (see p.S1).
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Business capital

Sources of OTSUKA CORPORATION’s Value Creation | Capital that OTSUKA CORPORATION has built up as its strength

In order to ensure that our customers can continue to safely and securely use the
solutions we provide, post-implementation support is important. OTSUKA
CORPORATION has built up a lot of business capital to solve the problems of our
customers and deliver what they need promptly. In recent years, we have continued
to further strengthen our business capital by utilizing the latest technologies
including Al, in order to support our customers in all aspects of their business.

Financial capital

OTSUKA CORPORATION Integrated Report 2022

In order to demonstrate our mobility and agility even during a pandemic and other
emergencies, it is important to maintain a sound financial base. OTSUKA
CORPORATION has expanded its equity, using its steadily increasing cash flows
from operating activities as a funding source. We are making steady progress in
the enhancement of our financial position.

We will continue to optimize our financial and capital structure in the future,
aiming to achieve a balance between returning profits to our shareholders who
have supported us and achieving corporate growth.

OTSUKA CORPORATION’s support system to ensure that customers’ operations are not interrupted

I tayoreru Contact Center | P.33

One of the largest technical contact centers in Japan that
provides post-implementation operational support and
information. Experts in each field respond quickly to our
customer’s problems via telephone or remote support.
Collaboration with engineers at our nationwide offices enable

provision of one-stop support, including on-site services.

I Online support
OTSUKA CORPORATION provides comprehensive support for products
and services under contract, including important notices for customers,

requests for repair and inquiries, and frequently asked questions.

I tayoreru Management Service Center

A support headquarters that provides integrated monitoring of
our customers’ systems 24 hours a day, 365 days a year, and if
something goes wrong, the Center provides the optimal

solution for the customer.

requests Approximately 150,000

Number of support staff Approximately 600

Number of support offices 280 nationwide

Number of engineers

Approximately 3,000

I On-site support
When on-site support is required to solve our customers’
problems, a professional engineer from the nearest support

office visits the customer to solve the problems.

I Data center
OTSUKA CORPORATION has 6 data centers. They are
equipped with state-of-the-art facilities and thorough security

to protect our customers’ valuable systems.

Deliver what customers need, when they need it (logistics network) P.46  Case

Cash generating capability (cash flows)

In order to develop a community-based delivery system for
“tanomail,” OTSUKA CORPORATION works to improve
customer convenience, including expanding the same-day
delivery area through close cooperation of 6 distribution
centers and 14 delivery centers nationwide (same-day or next-
business day delivery is now available for orders placed by
11:00 a.m. on weekdays for in-stock items. excluding some

areas and individuals).

In the Yokohama Distribution Center, which opened in
October 2021, we have

implemented two “AutoStore”

robotic storage systems that can

TA
MO

save space and manpower,

expanding them to the largest
scale in Japan. We continue to
pursue smooth product delivery
by further improving shipping

speed and logistics productivity.

In 2021, operating cash flows from business activities and free cash flows reached a record 57.8 billion yen and 48.7 billion yen,

respectively. Using the operating cash flows as the main funding source, we are also gradually increasing our cash flows from

investment for future growth.

(Billions of yen)

57.8

Cash flows from operating activities Cash flows from investing activities 48.7

-+ Free cash flows

48.7

23.7

Secured

15.3 Acquired shares of __ GIGA-related
RO Holdings, Co., Ltd. inventories
[ ¥3.0 billion ¥11.8 billion
3.4 J
-4.8 o -5.4 -5.8 -5.2
7.2 -
-11.0 7.9 -8.7 -91
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Safety (equity and equity ratio)

Profitability (ROE)

As of the end of 2021, equity was approximately 300 billion
yen and equity ratio exceeded 60% for the first time. We are

making steady progress in the enhancement of our financial

position.
| bt | b
2017 212.8 56.0%
2018 229.7 56.5%
2019 259.3 56.2%
2020 277.3 58.8%
2021 298.7 61.4%

We have maintained a high level of ROE above 10% for 12
consecutive years since 2010. We will continue to strive to
further increase ROE through steady profit growth in the
future.

17.8

Above 10% for 13.9%

12 consecutive years

8.8

09 10 11 12 13 14 15 16 17 18 19 20 21 (vear)
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Message from the Officer in Charge

Sources of OTSUKA CORPORATION'’s Value Creation | Capital that OTSUKA CORPORATION has built up as its strength; Financial Capital

Respond to Trust by Promoting the Embodiment of Our Mission Statement

o
OTSUKA CORPORATION was listed on the First Section of the Tokyo Stock Exchange in { = "
2000. At that time, equity ratio and current ratio were 30.5% and 77.1%, respectively, and net 2 f:‘""' %

cash was in the red with an over-borrowing of 42.1 billion yen.

necessarily strong. However, we have transformed our business model through our Otsuka
Strategy and have steadily and consistently utilized the funds entrusted to us by our
shareholders through the listing of our shares. As a result, our financial base has continued to
grow to the point where it can be considered as one of our strengths.

Our financial base was not

OTSUKA CORPORATION moved to the Prime Market this year, and we are committed to il

enhancing our corporate value and achieving sustainable growth by living up to the trust of all
stakeholders, including shareholders, customers, partners, employees, and society, as in

the past.

Managing Director & Executive
Operating Officer

Hironobu Saito

Toward Long-Term Sustainable Growth

The value OTSUKA CORPORATION provides is to
contribute to the productivity improvement and cost reduction
of customers. In 2021, we had transactions with approximately
287,000 customers, and we are very grateful that our customer
base have consistently continued to expand. There have been
difficult times in the past, such as the global financial crisis
and the COVID-19 pandemic. In order to demonstrate our
agility even during such contingencies to continue to serve our

customers, it is important to have a strong financial base.

In 2020, when the state of emergency was declared for the first
time under the COVID-19 pandemic, OTSUKA
CORPORATION supported many customers in their transition
to teleworking (a total of approximately 40,000 companies).
Most of these customers have continued to do business with us

even after their transition was completed. We have continued

to grow our customer base in this way, by continuing business
with each existing customer. This expanding customer base,
together with the cash generated from stable, long-term

business relationships, is the basis of our growth.

Our cash flows from operating activities were a record 57.8
billion yen in 2021. We intend to further enhance our
corporate value and achieve long-term sustainable growth by
appropriately reallocating the cash we generated to ensuring
financial soundness, investment for future growth, and

shareholder returns.

The figure below shows the capital allocations. Explanation
will follow on (i) Accumulated business as a foundation for
stable growth, (ii) Ensuring financial soundness, and (iii)

Shareholder returns.

Capital allocations (
©Accumulated

I business as a foundation
Assets Liabilities for stable growth

| Interest- |
| bearing debt ! [ P25 J

Reinvestment in OTSUKA CORPORATION Assets Liabilities

Interest-
| bearing debt |

@Ensuring financial soundness

[ P26 .
Net cash
Investment for future growth P26
© Otsuka Strategy Il P14 Ve Net assets
® Human resource P51 \
development

Business

@ Various business investments

assets Shareholders’

Net assets
Profit
Business Sharehqlders’
assets el.lultyl L
Equ:y; ;atm ROE
: P24

equity

@Shareholder returns

(i) Accumulated business as a foundation for stable
growth
“tanomail” for delivering what customers need when they
need it, and “tayoreru” for solving customers’ problems
primarily through maintenance service. The accumulated
business, which consists largely of these two businesses, is the
foundation for OTSUKA CORPORATION’s stable growth.
By building a relationship of trust with our customers through
the accumulated business, which is characterized as the
provision of continuous service, we can also provide a wider
range of support by leveraging our multi-vendor & multi-field
strengths. OTSUKA CORPORATION’s accumulated business
has grown for 21 consecutive years since its listing in 2000, by
continuously supporting many customers. For “tanomail,” we
opened a distribution center in Yokohama in 2021, the third

distribution center in the Tokyo metropolitan area, to enable

(i) Ensuring financial soundness

Cash equivalents of OTSUKA CORPORATION exceeded its
interest-bearing debts in 2005, and we have operated virtually
debt-free since then. Balance of cash equivalents as of
December 31, 2021 was approximately 200 billion yen.
Although it may appear to be at an ample level, it is important
to secure sufficient funds on hand in order to remain agile and
continue to support our customers even in an environment
with increasing uncertainty. We are making steady progress in
the enhancement of our financial position, with our current
ratio being steadily above 200%. In 2022, we will increase
investment for future growth, including the promotion of
Otsuka Strategy Il and reinforcement of human capital (review

of labor share). In terms of capital efficiency, we will focus on

(iii) Shareholder returns

For the fiscal year 2021, we returned profits to shareholders,
with a dividend per share of common stock of 120 yen
(dividend payout ratio was 57.0%, including a 60th
anniversary commemorative dividend of 5 yen). Our basic
policy is to pay stable dividends in line with our business
results, and we will consider comprehensively such factors as
shareholder returns based on the dividend payout ratio, total

dividend amount, dividend yield, and retained earnings.

OTSUKA CORPORATION Integrated Report 2022

more efficient delivery, while expanding the range of products
we handle. For “tayoreru,” we have been working to develop
menus that will improve convenience for our small- and
medium-sized corporate customers. Support from the steadily
growing accumulated business contributes to the establishment

and maintenance of our sound financial base.

Net Sales of the Accumulated Business (Non-Consolidated)

¥313.7 billion

[/'

Growing for 21 consecutive years

since listing
¥81.5 billion
2000 2005 2010 2015 2021

ROE, and our policy is to increase it through profit growth.
We will strive to ensure our financial soundness while
comprehensively taking into account factors such as growth

capital and shareholder returns.

1 Balance of cash equivalents (consolidated)
Balance of interest-bearing debt (consolidated)

¥205.7 billion

Net cash went into the black

¥46.5 billion

2000 2005 2010 2015 2021

[™ Dividend per share of common stock 57.0%
-=- Dividend payout ratio (consolidated)

120yen

Increasing for
12 consecutive terms

2000 2005 2010 2015 2021
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Strategies for Value Creation

Value Creation Model

Al Ll of Our Mission Statement

OTSUKA CORPORATION’s Value Creation Model

Support various companies and continue to contribute
to the sustainable growth of society by practicing
“Energize Your Office with IT”

Red ts and - -
im:rol:l(;ep(:z:uc:i'\llity REIatI onSh l p
of trust
with customers
Identify customer needs

W

Long-term
sustainable
customer base

Provide marketing functions

Rich lineup of ”%%
post-implementation %,/
support %a
%
=z
%
[}
e
consultation Growing
o together with
minor problems our customers
/
%
% :
> Accumulation of sales
results and negotiation Q,é\\
records/deep customer 6@‘
insights » €

> [ Relationship

Sustainability Management

of trust
with partners

Provide a stable supply system

solve social issues Contribution to the global

environment through our business

Contribution to people and society

Develop solutions to [ Environment ] ( Society

Governance
Strengthening governance and
ensuring transparency

D D

Support employees in their self-realization
Contribute to the local community and customers
Encourage the entire supply chain to make contributions

Initiatives to achieve a balance between
economic and environmental values

Relationship
stainable growth
with shareholders

OTSUKA CORPORATION Integrated Report 2022

of trust
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Strategies for Value Creation

Recognition of Business Environment

OTSUKA CORPORATION has continued to grow over the past 60 years by continuing to evolve with the changing

environment.

We will continue to grow together with our customers by recognizing changes in the external environment and the

risks and opportunities they pose to our business and leveraging the capital we have accumulated.

External environment

Impact on OTSUKA CORPORATION

Item Details Assumed period Risks Opportunities Responses Measures
. Constraints on face-to-face
® Restrictions on movement of people i ificati i
1 o Ensur il distanci peop Short- to medium-term business negotiations in real \?vli\t/r?rosglsct?)tr:grgf touch points Er:]r;?irz;esweb and center Otsuka Strategy I m
nsuring social distancing sales activities
. ® Spread of new ways of working such as teleworkin iffi i idi i
Changes in the world brought P ) y o g ) i g Difficulty in prowdpg the Review of the service Ac@evg a balance bgtween a tayoreru Contact
2 ® Economic and business activities shrink during periods of Short-term same level of services as . swift shift to teleworking and @
about by COVID-19 ! provision process ) . Center
rapid spread of COVID-19 before increasing the value we offer
Decrease in competitiveness Solutions to social issues b Provide new solutions Support for DX
3 ® Initiatives towards a new “with/post-COVID-19” society Short- to long-term due to adherence to o Y L . , Promotion at Local m
) ) utilizing IT combining various IT services
conventional solutions Governments
® Support for IT investment by the government such as tax
: PP . v 9 Shrinking copier-related , , Enhance support for Support for DX
incentive programs ) ) Increasing social momentum . -, .
4 . . Short- to medium-term businesses due to spread of transition to DX and digital Promotion at m
® Backup for DX such as easing requirements of the Act : for DX
) - ) paperless practices documents Customers
. . concerning Preservation of Electronic Books
Revision of political/ |-~ ORf """""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""
legal systems evision of corporate governance
® Strengthening of requirements for corporate governance Loss of corporate value P.55
) . Enhancement of corporate . ) .
5 such as the establishment of new market segments of the Short- to medium-term because of unsound Review institutional design Governance ;
governance P.60
Tokyo Stock Exchange corporate governance
® Enhancement of information disclosure
® Population outflow to metropolitan areas Decline of local economy Increase in opportunities t_o Working alongside our Commgnlty-based
) ) ) ) ) . . ) support customers who aim Operations for
6 ® Various issues surrounding small and medium enterprises Short- to medium-term Decline of small and medium . customers through m
29 h hort ¢ Kl . torori at cost reduction and community-based operations Close Customer 30
(such as shortage of successors, skill succession) enterprises productivity improvement \% p Support
. . ® Deterioration in product supply-demand balance due to ) . ) P19
Changes in economic . ) Loss of opportunity due to Provision of alternative Ecosystem supported by . . .
. 7 shortage of semiconductors, etc. Short- to medium-term ) Social capital )
environment ) ) shortage of products, etc. solutions many partners P.20
® Soaring resource prices, etc.
- . - -, ) Reinf i )
' . - Difficulty in continuing Providing BCP solutions elnlorQe our business Commemorative
® Risk to business continuity due to large-scale natural ) ) continuity measures and .
8 ) Short- to medium-term business (both ourselves and based on the our own Project for the @
disasters, etc. : broadly share know-how ;
our customers) experience ) . 60th Anniversary
with society
Strengthening initiatives for
. . . Decrease in trust from . 9 9 o Express support for TCFD, P.44
® Changes in corporate valuation methods in response to : o environmental activities . E
9 ) ) . Short- to long-term society due to inability to . ) SBT Environment !
environmental issues such as climate change Provision of environmental . P.47
respond ) Utilize renewable energy
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, solutions e
Diversification of o , , , Outfl f llent h o . Launch initiatives t Dé&l m
. ® Diversification of society and changes in values as seen in utlow ot exce eln lu.man New insights gained from aunch new inita 'Ve‘f‘ ° .
society and changes 10 work-life balance and diversity & inclusion Short- to long-term resources due to inability to diversit become more attractive Creating job m
in values y respond y OTSUKA CORPORATION satisfaction
oD i ki lation due to i ingl i st theni Human resource m
ecrease in working population due to increasingly agin
: . 9p .p oy aging Difficulty in securing human reng .?mng ) Continuous productivity development
11 society and declining birthrate Short- to long-term competitiveness by securing/ : -
. resources \ improvement Productivity
® Growing shortage of IT personnel developing human resources 4
Improvement
I ) Decrease in productivity due . ) ——
°
12 Ut|I|zat|gn of new techn(I)IIolg|es such as Al, 10T, 5G, and Short- to medium-term to continued use of AQ{;\I}/Sls of our own b|g data Further strengthen scientific Otsuka Strategy Il m
drones in corporate activities ' ) utilizing new technologies sales style
conventional technologies
Difficulty in continuing Contribution to the Achieve a balance between Large-scale
Technological i, . . ) business due to inability to reduction of environmental strengthening business environmentally
T . . 13 ° Short- to long-ti ) ! I . )
innovation Transition to a more environmentally friendly business scheme ort-fofong-term contribute to the reduction load through utilization of activities and reducing friendly m
of environmental load new technologies environmental load distribution center
) : . Reinforcement of human ) )
° - -
14 Obsolespgnce of conventional technologies with the advent Short- to medium-term Obsolespence of . capital by retraining human Reylgw company-wide Reskilling m
of the digital age conventional technologies [ESOUICESs training system
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Measures for Value Creation

Contributing to solving customers’ issues

communitv=base

From
founding

One of the unique features of OTSUKA CORPORATION is
its area-focused, high-density sales style. Since its founding,
OTSUKA CORPORATION has built a community-based
operational structure initially focusing on the Tokyo
metropolitan area, and adopted the same approach when
expanding into other areas. This structure, which we call the
“Newspaper Strategy™” by likening to newsagents, is the
origin of our sales style. Our community-based operations
enable us to rush to our customers immediately when
something goes wrong.

We can also provide more efficient services by increasing

customer density within the area.

OTSUKA CORPORATION emphasizes community-based
customer support to quickly respond to customers’ problems
and deliver what they need when they need it. By continuing
our activities firmly rooted in the local community, we are able
to understand the characteristics of customers that vary from
region to region. OTSUKA CORPORATION aims to contribute
to the development of the region by continuing to work
alongside our customers in the local community.

Working alongside our customers through community-based operations

BRSNS ER. IV AOBEEEELSH " MEFRT
I49I7INU— &Iy —ERERR

* Newspaper Strategy: a strategy of community-based operations in which
we deliver even a single ream of copy paper to our customers with the
same mobility and flexibility of a paperboy delivering newspapers to
subscribers in the area.

.

From 2016 -Returning to the starting point of community-based operations-
The Regional Sales Manager is like a “president” in charge of the area. He/she is responsible
for contributing to the development of the local community.

Community-based operation is all about working close
alongside customers. OTSUKA CORPORATION has been
able to expand its business domains and continue to grow by
listening to our customers more closely and responding to
their various needs. However, as the influence of the product
division (Head Office) grew stronger with the expansion of
products we handle, our sales activities have become more
product-oriented. We have come to recognize the importance
of “enhancing customer contacts” in order to better understand
and work closer to our customers. In 2016, we announced both
internally and externally that we would once again return to
our starting point of “community-based operations” primarily
led by the Local Area Sales Departments and have continued
to operate in that manner.

Customer characteristics vary depending on the
geographic area. There are areas where manufacturing
companies are concentrated and areas with many small- and
medium-sized companies. Each Regional Sales Manager is

expected to understand the characteristics of the area and

contribute to the development of the local community as the
“president” in charge of the area. To support such roles of
sales managers in each area, OTSUKA CORPORATION has
established and is promoting the use of a region-based
evaluation system. No matter the arrival of digital society, or
how much technology advances, OTSUKA CORPORATION’s
style will remain unchanged, that is, to stay rooted in the local

community and grow together alongside our customers.

The Regional Sales Manager is like a “president” in charge of the area.
Meeting our customers’ needs that vary from region to region

Product division (Head Office)

Copiers ~ Systems  Telcommunicaon -+ -+ - CAD

=
=
=
=3
=)
=%
<=

_
_
E

(" Local Area Sales Departments
(the frontlines)

J (saka Southern

Bases (As of December 31, 2021)

@ Head Office @ Local Area Sales Departments () Regional Offices

Okinawa
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() Sapporo Branch

Hokkaido and Tohoku

Chubu

Kansai Chubu Branch

Kyoto Branch
Chugoku and Shikoku

Kobe Branch
Hiroshima Branch

Kyushu Branch —J

() Sendai Branch Kanto
Takasaki Branch
L Utsunomiya Branch

Northern Kanto Sales Dept.
L .; Tsukuba Branch

® Head Office
Chuo Sales Dept. 1
Chuo Sales Dept. 2

Kanagawa Sales Dept.  Josai Sales Dept.

Tama Sales Dept.

U

Johoku Sales Dept.
Keiyo Sales Dept.

Osaka Northern Sales Dept.
Kyushu Osaka Southern Sales Dept.

e ESEESS) Management support services
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Professional business analysts look into the current status of the customer’s business and offer advice for improvement

free of charge. OTSUKA CORPORATION gains insight i

nto customers’ needs and supports solving their problems

through community-based operations, and not all problems can be solved by IT alone.

We cooperate with outside experts such as registered SME management consultants to contribute to solving our
customers’ management issues that are difficult to solve with IT alone.

| Solving their |
Qanjementissj

> .
= BEEEY U

Platform
OTSUKA Outside experts such as SME
CORPORATION management consultants
Management support and certified tax accountants
services Management support

Manifestation of management issues

Provision of IT solutions

Related Services

eServices to support utilization of subsidies
We provide speedy and one-stop support for filing a subsidy application,
including preparation and submission of business plans and other necessary
documents.

eodotData Al analysis services
Comprehensive service and support utilizing Al. The Al analyzes huge
amounts of data, makes predictions and judgments based on data trends.
Customers can also receive advice from SME management consultants
based on the results of analysis.

oTraining to update theoretical policies for SME management consultants
We provide training to update theoretical policies to SME management
consultants.



Measures for Value Creation

tayoreru Contact Center

Central bases for maintenance services provided by OTSUKA
CORPORATION. It is a “general contact for customers” responsible for post-
installation support, maintenance, and providing information, where experts
in various fields promptly provide solutions to customers’ problems,
supporting them via telephone or remotely. They support customers in their
problem solving and increasing operational efficiency, while being always
considerate of customers’ feelings, in accordance with the five principles
(be kind, polite, accurate, speedy, and to complete problem solving).

- 4

k

2 b Management mechanism to enhance value proposition

Improve customer communication skills Customer feedback/award system

© Roleplaying-based tests ® Record customer survey results and the details of customer
New members are evaluated based on OTSUKA communication via telephone in the Company’s system and
CORPORATION’s own standard } share them

© Telephone communication skill tests ® Roll out good practices/Consider how to avoid the
Guidance and support are provided to communicators who recurrence of miscommunication and customer complaints
do not meet the standard based on regular tests © Maintain and improve the motivation of communicators

 Training, etc. through an award and appreciation for good performances

External telephone communication skill contests, and
various trainings on telephone communication skills and the
33 system of OTSUKA CORPORATION

A v

Committee activities
© Organize cross-organizational committee activities consisting of group leaders (6 committees such as CS and standardization)
© Hold monthly meetings to share actions taken. Aim for the Center-wide optimization to improve customer satisfaction
® Business continuity activities by the BCP Committee also facilitated a smooth transition to teleworking at the start of COVID-19

@3 Sl e Initiatives for teleworking

The transition to teleworking went smoothly, as we had employees work from home, we are able to maintain a high
worked on initiatives for business continuity in preparation for level of service through the use of technology. In addition, we
an emergency since the pre-pandemic period. We have have developed an environment where employees can work at
promoted working from home since April 2020, when a state home with the same sense of security as when they work in

of emergency was declared. Although more than 80% of our the office.

Evolving initiatives

Made a list of
teleworking members

Conducted a teleworking

Expanded satellite offices test for all of our staff

Enhanced teleworking

2017 2019 2020 (before COVID-19) 2020 (during COVID-19)

>

Work-style reform Typhoon Faxai Tokyo Olympics *postponed to 2021 COvID-19
The government’s action plan Disruption in commuting, including our employees

OTSUKA CORPORATION Integrated Report 2022

“In Numbers”

tayoreru Contact Center

= Number of support cases Approximately

provided per month 150,000

= Number of staff \ Call center for corporate technical support
providing support Approximately 600

External Recognition

Customer satisfaction survey (conducted by J.D. Power Japan, Inc.)
©oWe were highly rated in the 2021 customer satisfaction survey

-Business software category

® Number of offices -PC & tablet category No. 2

;0 3 o q -Copier & printer category No. 3
providing support 280 offices nationwide ~Server category

™ Numberoficii Approximately 3!000 Cloud service provider

Cloud-based groupware installation vendor segment
No. 1 for 2 consecutive years

= Number of Centers
* Located in Tokyo and other three 4
different areas as a BCP measure

G Use of technology

We have implemented initiatives to increase our value provide each individual customer with the optimal and fastest
proposition to customers while improving their operational support to contribute to their cost reduction and productivity
efficiency by leveraging a number of technologies, including improvement.

Al and ChatBOT. We have provided and will continue to

OTSUKA CORPORATION |
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< > Provide self-problem-solving tools «»
Customers ® ChatBOT ©® FAQs with videos
A
v
Telephone
< or online > Contact Center
A I .
Provide quick support Initiatives to improve

operational efficiency
@ Response support system

777777777777777777777777777777777 (Knowledge search analyzing conversation) ®RPA

© Al-based batch search PES (automation of various tasks)

(Batch search of scattered technical information®)

* Internal documents, manufacturers’ websites, manuals, and
specifications

® Al-based voice recognition
(Automatic voice conversion into texts)

Provide on-site support

©S-SPR <> (Automatic knowledge display)
(Inquiry records, etc.) (Monitoring functions for supervisors)
o SPR © Automatic dispatch to on-site engineers

(Business meeting records, etc.)

A
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Measures for Value Creation

DX Office

(Face-to-face or online)

We opened the DX Office, where our customers can see
procedures required for DX promotion and enable them to
recognize challenges and their needs, on the 3rd floor of the head
office building of OTSUKA CORPORATION (April 2021).

We renewed the exhibits in April 2022, displaying many
solutions to assist our customers to realize their own DX. These
exhibits reproduce our know-how based on the long history of
in-house DX promotion, including teleworking, Al utilization,

and the digitization of paper documents, in various office settings.

In response to the societal digital shift, which is promoted by
the government, in order for Japanese small and medium
enterprises to continue to grow in the future, business process
reform through DX is essential. We support our customers in
their DX promotion with various solutions that only multi-
vendors can provide, based on our in-house initiatives and

abundant experiences.

Permanent exhibition space to promote our customers’ DX

Value proposition

® Since its opening, approximately 600 customers
have visited the DX Office.

® As the DX Office is a permanent exhibition space,

} customers can visit it at the most convenient time/
date for them.

® By renewing exhibits from time to time, the latest
solutions can be presented.

® Hybrid support (face-to-face and online)

Exhibition reproduced at the head office

Exhibition at trade fairs in February 2022
(Tokyo)

DX Chart

The DX Chart is one of OTSUKA CORPORATION’s sales tools.
By organizing and visualizing the IT environment of our

customers, we identify

their current challenges

and share the direction for

DX realization with them.
We also work to

improve our sales skills

and value proposition
through in-house DX
Chart study sessions.

DX Chart
(Visualize the status of DX promotion and
share it with our customers)

building of OTSUKA CORPORATION (3rd floor)

i
Various contents
are also available

B e -
0:00:00/0:01:12 7205 [ 7

Visualize the status of DX promotion and share it with our customers

Value proposition

® Comprehensively capture relevant information
including the various services and equipment
provided by OTSUKA CORPORATION.

© Accumulate data utilizing SPR. This enables us to

} make proposals with objective rationale; for
example, comparing the customer’s DX promotion
status with that of other customers.

© Combine the DX Chart and other charts to identify
priorities for individual customers and offer the
optimal solutions.

N
\ L
A '

Solve diversifying social issues with the power of IT &

b

Specific

&=, approaches

Following the publication of the “Basic Policy for Reforms
towards the Realization of Digital Society” by the Japanese
government, OTSUKA CORPORATION started providing
“solutions to build infrastructure for DX promotion for local
governments” in April 2021. Administrative services are

typically conducted face-to-face and are time-consuming and

OTSUKA CORPORATION Integrated Report 2022

Approaches of OTSUKA CORPORATION

As we enter the era of VUCA, partly due to the accelerating
environmental changes caused by the spread of COVID-19,
initiatives to create a new society are expected to be promoted.
Meanwhile, social issues that hinder the promotion of such
initiatives are also emerging. OTSUKA CORPORATION strives
to contribute to solving social issues by developing new
solutions that combine various IT services, leveraging our

strengths as a multi-vendor & multi-field company.

Solutions to build infrastructure for DX promotion for local governments

burdensome for both staff and residents, with the burden of
paperwork for staff being a common issue for many local
governments. The Company continues to support local
governments in their “initiatives to promote DX” in order to
improve both the efficiency of municipal operations and

convenience for residents.

Outline of solutions to build infrastructure for DX promotion for local governments

Local governments
o I
2 : LG-WAN (Local Government Wide Area Network) || —p
é Application A v Linkage -
§ — | B | 5
g ; Various operations g
S Application for a Application for a disaster Daily report on official Application for a permit to E 36
2 +— certificate of residence damage certificate vehicle usage use bicycle parking lot 3
= Response | !
2 In;fgf::;z‘:n‘;ﬁcg:g?; 8 Facility operations/ Application for staff R?;ﬁgg:ﬂq;ﬁ?gf !
S case study below) management recruitment exams election staff
,,,,,,,,,,,,,,, "
4
®Provide infrastructure to promote DX ePromote the use of RPA and Al ®Development support
OTSUKA CORPORATION (Qgr}sulting and infrasjtructure development) (Autgm'ation of rqutine tasks and (Agilé dgvelopment of business
eDigitize various operations predictive analysis) applications)
(Paperless solutions) oLink various systems

m Reservation and reception system for COVID-19 vaccination — Ishikari City, Hokkaido

Scope of solutions provided by 0TSUKA CORPORATION

> Call center

_ | Reservation | |
7| system 3

Reception }—*

Vaccination %ﬂ

Residents
\

Vaccination
management ledger

Outline of system implemented
We provide comprehensive services from vaccination
reservation to subsequent data management and data linkage
with the related systems. We worked to optimize the entire
process while improving operational efficiency by using QR
codes for status management at vaccination
sites and RPA for system linkage and data
transfer of vaccination records.

‘ Cabinet Office-related system

Please see our website for details.
(Japanese only)=
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Measures for Value Creation

w

OTSUKA CORPORATION started its digitization effort ahead of B * Contribute to a sustainable society

all others, and has accumulated its know-how. We provide the
» @] 1MEMmorative

customers to contribute to their productivity improvement. Our e »

] pjectforiOul
Y Anniversary

In July 2021, OTSUKA CORPORATION celebrated its 60th
anniversary. In the 60 years since its foundation, OTSUKA
CORPORATION has continued to grow with the support of our

customers and by always supporting them. We have

Management process reform through Otsuka Strategy

fvl rivel

a[:nuunm

know-how gained from our in-house practices to our

»
| vl contributed and will continue to contribute to cost reduction

role is to help our customers solve their difficulties in securing

(’/m and productivity improvement of our customers while nurturing
i IT personnel using the solutions of OTSUKA CORPORATION. 0

relationships with them.

The Otsuka Strategy, which was fully implemented in 1998, Changes in net sales and the number of employees (non-consolidated)

Q. Global
environment

Project contributing to the global environment
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has changed the business model of OTSUKA llns oty (ersons)
CORPORATION dramatically. When breaking down our sales _ :E:;Lersong;:;)ees 1008 — —
Ezoptrlzoil;nlzzzt:;:g,p;z;; ;ivlzt;zlse:fz:;};f?:ze 600 e Thefg};”::;’psl;ﬁfrﬂ‘ég"as 1 Continue overseas afforestation activities 2 2 Endorse and participate in various initiatives L3 2
hz:tziz:; Zrzizy;:hﬂl:Zﬁ:iljl(jtszlt;n:rze;n\f;:ﬁ;i 400 ‘ 8,000 In 2011, OTSUKA CORPORATION planted eucalyptus trees, ®March 2021
a raw material for paper, on 150 hectares of land in Macapa Japan Climate Initiative

implemented, and the growth driver has shifted to “net sales in Amapa State, Brazil, and named the area “Tanokun No o February 2022
per employee,” that is, productivity improvement. The 20 4000 Mori (TANO-kun Forest),” which has since expanded to 500 TCFD (Task Force on Climate-related Financial
productivity improvement is supported by the way of working Eggiggi' e?/lgrcyeyigg ;ngz Szvf O%L;/t F()j ;F\:é? :Trtzzzl?ryofnol ogged Disclosures) = P.45

. . 0 0 . . SBT (Science Based Targets) P.45
established through the Otsuka Strategy and ongoing 1967 1971 1981 1991 2001 2011 2021 trees, for every sale of which we make a certain amount of

digitization effort.

Business
process reform

History of digital shift

OTSUKA CORPORATION had actively adopted IT even before the term DX was coined, and has continued to reform its business
process. Adopting and utilizing the latest solutions ahead of all others and allowing each employee to experience the benefits and
challenges of such solutions has enabled us to propose solutions that only OTSUKA CORPORATION can offer.

1990s 2000s

2010s

2020s

SPR/S-SPR/workflow/mobile utilization/
remote access/access control/
attendance management system

Digitization of documents/
one PC per employee/
video conference/groupware

Improved productivity with
the Otsuka Strategy

c} Productivity
per employee

From 2003 From 2009 ; : ® |zumiotsu City, Osaka Prefecture
) . e i disaster r.espo_nse.to local governments. We will ‘ o Yakage-cho, Oda-qun, Okzyama @ Minami-cho, Kaifu-gun, Tokushima
The graph on the right shows changes in net sales and 80,000 implemenation into operation 6000 communicate it widely to our customers as a BCP solution Prefaciure Prefecture
of SPR

operating profit per employee (non-consolidated). They have

been on a long-term upward trend since the Otsuka Strategy

7"?2“3’?9”52'95 disaster. Prefecture © Kumano-cho, Aki-gun, Hiroshima
was fully implemented in 1998, and we continue to strive for 40,000 8000  Kuroshio-cho, Hata-gun, Kochi Prefecture
. . Global Compared with 1998 Prefecture ® \Wakuya-cho, Toda-gun, Miyagi

further improvement through promoting the Otsuka Strategy II. 20,000 f"l?ir;?slal Net sales porcmplyee 2.2 tmes | | 1500 o Tokushima Prefecture (Prefectural Prefecture

0 Operating profit per employee 20.3 times . government) * Listed in Japanese alphabetical order.

1998 2000 2005 2010 2015 2021
Number of holidays:
118 days > 131 days Image left Source: rayPower (https://raypower-engine.com)

Provision of electronic invoice/
electronic catalogs/introduction of
teleworking system/RPA/ChatBOT/
Al cameras

(thousand yen)
120,000

Adoption of electronic contracts/
remote work for entire company/
introduction of free-address workplace/

Al-based sales support enhancement

>

(thousand yen)

9,000

-+ Net sales per employee (left axis)
-= Operating profit per employee (right axis)

100,000 7,500

! 2019

60,000 Windows

4,500

donation, as “TANOSEE aEco-Paper.” We continue this
activity as our commemorative project for the Company’s
60th anniversary.

“Tanokun No Mori” has
obtained FSC
certification, a forest
certification system, and
we will gradually
transform

“TANOSEE aEco-Paper”
into FSC certified
products starting in 2022.

17 Pensues
FIRTHEGOALS

Provide financial assistance to environmental @
conservation activities

® Contribute to organizations engaged in environmental
conservation activities by widely inviting applications (10
million yen in total for 10 organizations)

© Contribute to WWF Japan for its overall activities on
climate change (10 million yen)

© Participate in a reforestation project in the Amazon rainforest
in cooperation with Conservation International Japan, an
international environmental NGO (75,000 US dollars)

] Local
9= community

Project contributing to local communities

4 Donate disaster response equipment to local
governments

We have donated shower facilities and generators for

to prepare for the risk of business disruptions in the event of
a large-scale natural

List of donation recipients

® Uwajima City, Ehime Prefecture ® Aizumi-cho, Itano-gun, Tokushima
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® Ainan-cho, Minamiuwa-gun, Ehime
Prefecture

® Kawasaki City, Kanagawa Prefecture
® Shimanto-cho, Takaoka-gun, Kochi

Prefecture

© Matsushige-cho, Itano-gun,
Tokushima Prefecture

© Moka City, Tochigi Prefecture
© Unzen City, Nagasaki Prefecture

Image right Source: WOTA CORP. (https://wota.co.jp)
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Sustainability System at OTSUKA CORPORATION

Mission Statement

The mission of OTSUKA CORPORATION is to provide the
evolution of information and telecommunication
technology within a concrete framework of solutions and

to energize our customers. We support our customers’
business activities and their sustainable growth. More
energized customers create a spiritually rich society. It
will contribute to the achievement of the SDGs that the
international community is aiming for. OTSUKA
CORPORATION has always moved and will continue to
move toward the realization of the “Mission Statement.”

Materiality of
OTSUKA CORPORATION €9

Simultaneous Realization of
Economic Value and Social Value

Environment

As a social responsibility for the

We will meet the expectations

P71\ environment, we will actively and trust of all stakeholders
AERR 9 Py 9 promote environmental through initiatives such as
‘\= ’,. ... protection activities with the respect for human rights related
. goal of contributing to the to our business, contribution to
Society Customers

global environment through our
business so that we can pass
on a healthy environment to
the next generation.

local communities, support for
employee growth, promotion of
diversity, and social contribution
activities.

to the trust of ;::
stakeholders

afl

Shareholders

Employees

By strengthening corporate governance with the
Mission Statement as the basis of our compliance, we
will strive to realize highly transparent management,
achieve sustainable growth, and improve corporate
value over the medium to long term.

S

Partners

Governance

Sustainability Promotion System

Sustainability Basic Policy

OTSUKA CORPORATION Integrated Report 2022

Contribution to Environmental,
Social, and Economic Sustainability
across Generations

Contribution to achieving
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Sustainable

Development Goals

SUSTAINABLE
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Sustainability at OTSUKA CORPORATION

Sustainability Management

Basic Policy

» Materiality Identification Process

» Sustainability Basic Policy

We aim to realize a sustainable society and continuously
increase corporate value by earnestly working to resolve

optimal governance system in practicing the mission,

goals, and principles set forth in the Mission

(DConduct a stocktaking of
potential issues

> (@Set priorities > ®@ldentify

Classify and organize issues of our business
activities from the perspective of ESG in

Select the candidates for Materiality, mainly by
the Sustainability Committee, in light of the

|dentify the Materiality that the Company
should prioritize after discussions at the Board

"environmental” and "social” issues and building an Statement. related departments and compare them with information on the social expectations of the of Directors with reference to the Materiality
Please see our website for details GRI guidelines, etc. Company obtained from investor meetings, etc. Map*, etc.
(Japanese only)=
» Promotion System
The Sustainability Committee was established in formulating company-wide policies and goals regarding EX":“G'V high

November 2021 to promote management from the

perspective of sustainability.

The Sustainability Committee will contribute to the
achievement of SDGs and respond to ESG issues by

sustainability, building and maintaining a promotion
structure, and utilizing the ISO14001 management system
for monitoring each activity.

® Contribution to a circular society
® Management of water intake and discharge Materiality
@ Providing environmental services

@ |nitiatives to respect human rights

(Organized into nine items in the table below)

Interest level for stakeholders

® Environmental protection activities
® Social contribution activities

® |nitiatives for health and safety
® Improvement of working environment
@ \arious business investments

[ Board of Directors L X }
i Sustainability Committee 3 Importance for the Group Extremely high
v |(r)1\:t3rr3|cgtrz)vn § General Manager of Business Administration § * Materiality map
ucti i ; . I - : |
Board of Operating Officers Chairperson gzi(:;]ttil;;%r;i,ct/lranaglng Director & Execuive Materiality is organized and categorized from the points of view of both the “interest level for stakeholders” and “importance for the Group.”
(Management Advisory Committee) 3 ) ) ) ) ) ) 3
' Vice-Chairperson Head of Office of President, Executive Officer |
| A Report A Report | Selected from the designated business divisions | . I
‘ : Materiality Reasons for Identification 5
4 3 Office of President | 4
ility Committee BN Maintenance and OTSUKA CORPORATION has expanded our business domain and continued to grow in response to the various
: . . | @ | expansion of the needs of our customers. Sharing the know-how gained from transactions with many customers widely to society is
Consistency of policy and TEjlgngggatt?olriftﬁngﬁrg:tcrlrllz?iﬁjdm- 10 long-term sustainability issues (materialit) customer base the source of increasing the added value of OTSUKA CORPORATION.
business activities @ Responding to environmental risks N G T Being a multi-vendor is one of the strengths of OTSUKA CORPORATION. We receive excellent products, services,
| (Climate change issues, resource protection, environmental destruction, etc.) e (@) | e and tgchnologles in each flelq from many partners in order to prpv@e the optimum solution for e?ch cu.stomer.
. : @ Responding to social risks : activities — Coexistence and co-prosperity with a wide range of partners is indispensable from the perspective of risk
15074001 | (Human rights, human capital, health and safety, supply chain management, etc.) diversification in the event of an emergency.
I @ Support for building a governance system Goexistence with the From the time of its founding to.the preseht, OTSUKA CQRPORATION places special empha&s on pusmess
: . | (Sustainable corporate value improvement, information disclosure, transparency, etc.) : ® B—— activities rooted in the community. We believe that this kind of community-based style will create a virtuous cycle of
Business Divisions ; mutual development between “OTSUKA CORPORATION” and the “community.”
Imorovement of OTSUKA CORPORATION has continued to grow with each employee having a sense of fulfillment and
@ emp loves engacement accomplishment in their work. We believe that the growth of our employees will contribute to the value creation in
(2 9ag our business activities, which in turn will lead to the embodiment of our Mission Statement.
Support for In order to anticipate change and continue to provide solutions that are in line with the times, it is important to
employee ® Promotion of diversity further increase the diversity of our organization in the future. OTSUKA CORPORATION aims to be a company that
Materiality growth and and inclusion continues to create new value that has never been seen before, while creating a comfortable working environment
self-fulfilment for all employees.
After discussions at the Sustainability Committee and the activities from the perspective of ESG, compare them with HUMman resource In order to put into practice the strength of OTSUKA CORPORATION, “Multi-vendor & multi-field,” we must
X . - X o X X ® continue to learn expertise and the latest technologies. OTSUKA CORPORATION continues to support employees’
Board of Directors, we have identified three groups and each index such as the GRI Guidelines (international development seif-fulfilment while providing a place for continuous learning.
nine items of Materiality toward the sustainability guidelines on sustainability), and set the issues that Responding to global climate change is positioned as one of the SDGs and is an issue that should be tackled
PR e T lobally. It is al f the i rtant 1t i for OTSUKA CORPORATION, and we believe that
management that OTSUKA CORPORATION is aiming for. OTSUKA CORPORATION should prioritize as Materiality. Response toclimate 90 - 1S &80 0ne OF e Important management [Ssues for / DN, and we beleve tha
@ change initiatives toward the realization of a carbon-free society are extremely important missions. By recommending and
We Classify and organize the issues of our business providing customers with merchandise and services with excellent sustainability, we will increase corporate value
and mitigate environmental impact at the same time.
Implementation OTSUKA CORPORATION is developing a support business that covers all corporate activities. In this business
of responsible Information security to  activity, we believe that one of the important issues is to properly handle information assets and protect these
corporate provide safe and assets from various threats surrounding them. Thus, we will establish and promote policies regarding compliance
activities secure solutions with laws and regulations related to information security, protection of information assets, establishment of systems,
implementation of education and training, continuous improvement, and measures against violations.
Based on corporate ethics and the spirit of compliance spelled out in its Mission Statement, OTSUKA
® Strengthening CORPORATION will continue to strive to adapt agilely to changes in the environment and augment its
governance competitiveness by ensuring thorough compliance and raising both operational transparency and fairness. We also
recognize that fostering the next generation of management is an important management issue.
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WKA CORPORATION

Our Thinking toward the Environment
Environmental Philosophy / Environmental Policy
Environmental Management System

OTSUKA Eco-Action Plan

Climate Change

Support for Initiatives

Initiatives to Mitigate Climate Change through Our
Business Activities

Circular Society

Conservation of Biodiversity

Initiatives to Respect Human Rights
Policies

Structure and System

Initiatives

Engagement

Structure and System

Initiatives

Diversity and Inclusion

Active Participation of Diverse Human Resources
Initiatives for a Society with Diversity
Human Resource Development

Initiatives for Human Resource Development

Fostering Next-Generation Leaders and Management
(OTSUKA Leader’s College)

Initiatives for Creating Job Satisfaction
Improvement of Working Environment
Initiatives for Health Management

Work-Life Balance

Utilization of Al for Organizational Revitalization
Social Contribution Activities

Specific Initiatives

List of Directors and Auditors (Skill Matrix)
Corporate Governance System

Evaluation of Effectiveness of Board of Directors
Compliance

Risk Management System

Sustainability at OTSUKA CORPORATION

Environment

OTSUKA CORPORATION Integrated Report 2022

Our Thinking toward the Environment

OTSUKA CORPORATION has set the goal of its Mission
Statement “to demonstrate harmonious coexistence and
growth with nature and society.” As a social responsibility for
the environment, we are actively promoting environmental

protection activities so that we can pass on a healthy

Environmental Philosophy / Environmental Policy

> Environmental Philosophy
OTSUKA CORPORATION contributes to environmental
conservation through its business activities, with the goal “to
demonstrate harmonious coexistence and growth with nature
and society” stated in its Mission Statement as the guideline.
> Environmental Policy

-

.Promoting Environmental Protection Activities
Set environmental objectives and goals based on the
environmental philosophy and promote environmental

protection activities.

Environmental Management System

OTSUKA CORPORATION promotes the environmental
conservation activities of the organization by making the best
use of the management system of ISO14001, which is an
international standard for the environment, and sincerely
working to meet the requirements of the standard. As of now,
we have acquired ISO14001 certification at 25 major bases
nationwide, and are promoting environmental conservation
activities through our own site activities and business
activities. In addition, even at business establishments that
have not acquired the certification, we are conducting

activities in accordance with the same management system.

Specifically, based on the “OTSUKA Eco-Action Plan,” which

is a medium-term action plan, we break down goals for each
business site and promote its own activities according to the

characteristics of the site.

OTSUKA Eco-Action Plan

OTSUKA Eco-Action Plan is a medium-term action plan for
OTSUKA CORPORATION’s environmental conservation
activities from 2021 to 2025. We are working to achieve this
with the environmental objectives and goals created in line
with the framework of ISO14001. In the future, we plan to

environment to the next generation. To put this into practice,
we have established an environmental philosophy and policy,
and the OTSUKA Eco-Action Plan, which is a medium-term

action plan, and are taking concrete actions.

2.Promoting Energy Conservation and Resource
Conservation
Promote the spread of products and services that contribute
to environmental improvement through business activities,
strive to reduce the environmental burden, raise employee
awareness of the environment, and work to save resources
and energy.

3.Prevention of pollution and continuation of
environmental improvement
Actively work to prevent and reduce pollution that occurs in
the process of business activities. At the same time, focus
on appropriate disposal and reuse of waste to continuously

improve the overall environment.

‘ Management ‘

\
Environment and Social

Environmental - ;
—  Contribution Section,
Management Manager Office of President

' Environmental Management ] ( Headquarters Management k
Committee Organization

’ Internal Environment Auditor

Site (Business Establishment)

' Organization ‘
Site Site Site
ECO GM ECO GM ECO GM
ECO Leader ECO Leader ECO Leader

25 Sites

make it a more ambitious action plan aiming at Japan’s
emission reduction target (NDC: -46% compared to 2013 in
2030) and acquisition of SBT (Science Based Targets)

certification.

44



45

Sustainability at OTSUKA CORPORATION =i

Environmental Purpose Environmental Goals

Contribute to CO: reduction by providing ® Reduce 150,000 tons of CO2 by 2025 by expanding sales of LED lighting

environmental solutions and products

® Contribute to society by expanding sales of environmental products in the office supplies mail-order business “tanomail”

OTSUKA CORPORATION Integrated Report 2022

Protect the richness of the sea and land ® Donate “tanomail” Happy Points and support WWF
through support activities

® Support Oyama Senmaida (terraced rice fields, located in Chiba)

Strive to save water and contribute to
“improving water utilization efficiency and
reducing water shortages through
sustainable water intake”

® Improve the basic unit related to water usage by 1% or more compared to the previous year

LED Lighting

BEMS

(Visualization of electric power)

Smart Electric Outlet

(Plugwise)

Virtualization of Server

Contribute to power reduction with long
life and low power consumption.

Optimize the operation of power
consumption in offices and buildings by
comprehensive monitoring and automated
control.

Easily realize “visualization” of electric
power in lighting equipment.

Contribute to power reduction with a
virtualization technology that uses one
server as multiple servers.

Promote environmental protection

° . . o .
activities at ISO14001 certified sites Promote environmental conservation activities at 25 sites

® Improve the basic unit related to electricity usage by 1% or
more compared to the previous year
® Improve the basic unit related to gasoline usage by 1% or

Contribute to the prevention of global )
more compared to the previous year

® Maintain a recycling rate of 97% or more by operating a
disposal scheme

® Maintain the volume of general waste emissions compared
to the previous year

Data Center

Replace with Latest
Power-Saving Laptops

Paperless
(Digitization)

Environmentally Friendly
Merchandise

Utilizing data centers eliminates the needs
for own servers, which contributes to the
reduction of power consumption of

Contribute to reducing power
consumption by introducing laptops and
tablets that consume less power.

Contribute to saving resources and
making effective use of space by digitizing
paper materials.

Contribute to the environment by
promoting green procurement that is
friendly to the global environment.

warming by reducing CO2 emissions from
business activities

® Improve the basic unit related to copy paper usage by 1%  ® Eco-car (HV / EV) introduction rate of 25% or more
or more compared to the previous year

® Promote the introduction of renewable energy

® Improve the basic unit related to the amount of industrial
waste by 1% or more compared to the previous year

Climate Change

Responding to global climate change is one of the issues that
should be tackled globally. Since the adoption of the Paris
Agreement, adopting measures against climate change has
been accelerating worldwide. In October 2020, the Japanese
government also declared “Carbon Neutrality by 2050 to
eliminate greenhouse gas emissions on a net basis by 2050,
and announced that it aims to realize a carbon-free society.
Under these circumstances, OTSUKA CORPORATION

announced its support for recommendations released by the
Task Force on Climate-related Financial Disclosures (TCFD)
in February 2022. In addition, we are committed to reducing
CO: emissions by 2030 by 46% compared to 2013 for our
greenhouse gas (GHG) scopes 1| and 2. To that end, we will
continue to work on climate change countermeasures and

contribute to the transition to a carbon-free society.

Support for Initiatives

We submitted a commitment letter to the SBT Initiative
(February 2022), and we are committed to acquiring the SBT
certification within two years in order to fulfill our social
responsibilities toward the realization of a carbon-free society.

We have also participated in the Japan Climate Initiative
since March 2021. This initiative is a network of diverse
entities other than the national government, including

companies, local governments, organizations, and NGOs that

are actively working on climate change countermeasures
under the declaration of joining the front line of the world
aiming for decarbonization from Japan.

Currently, low carbon energy has been introduced to the
Minami Otsuka Building (Minami Otsuka, Toshima Ward) and
the Shinjuku Building (Nishi Shinjuku, Shinjuku Ward). In the
future, we will promote the introduction of renewable energy

into our own buildings such as the head office building.

Initiatives to Mitigate Climate Change through Our Business Activities

» Environmental Solutions
OTSUKA CORPORATION will support the efforts of a wide
range of customers by actively incorporating products and

services that contribute to climate change response and by

promoting the spread and expansion of environmental
solutions that make use of their experience in using the
products and services (please refer to the next page for the

main environmental solutions).

customers.

Opened a large-scale environmentally friendly distribution center

In October 2021, we opened the “Yokohama Distribution Center” in Yokohama City, Kanagawa Prefecture, as the third
distribution base in the Tokyo metropolitan area. We utilize technology to improve logistics productivity, such as expanding the
state-of-the-art robot storage system “AutoStore” to the largest scale in Japan. At the same time, it operates as an
environment-friendly distribution center with the introduction of solar power generation equipment, LED lighting, and a shuttle

rack with less power consumption.

@ Introduced two “AutoStore” units expanded to the largest scale in Japan*

* As of July 2021. According to a survey by our logistics contractor

® Improved storage efficiency by 3.5 times compared to our existing
distribution center

® Optimized inventory allocation optimized by utilizing Al and big data such (

as automatic analysis and analytics function

© Made the distribution center unmanned by expanding the station

number of DPS (digital picking system). Built a work environment that
does not depend on product knowledge by combining image processing

with digital check

Shipment frequency: Robot |
High

A
Optimal placement

a
\ )
N

v
Shipment frequency:

Low * Size per unit = 28.5m x 36.0m x 4.1m
(The largest scale in Japan as of July 2021)

.

Improved shipping speed and logistics productivity at the same time, achieving smooth merchandise supply to customers

Aiming to be a distribution center that coexists and co-prospers with nature and society
Acquired CASBEE-A rank (Yokohama City) as an environmentally friendly building

® Supply approx. 25% of the required power from the full-scale solar power
generation equipment installed on the roof

® Reduce annual power consumption by approx. 475,000 kWh (reduction
effect of approximately 216 tons CO: equivalent) with LED lighting (some
are controlled by motion sensors)

® Insulation effect of about 4°C compared to general warehouses by utilizing
external insulated sandwich panel and double pack insulated folded roof

BCP measures

® Charge the battery by reusing the regenerative electric power produced when
the robot is running. At the same time, reduce power consumption (power
capacity is approx. 50% compared to conventional crane-type automated
warehouses) as no lighting is required inside the grid (inside the AutoStore)

® Shuttle rack: 33% lighter than conventional equipment (32% improvement
in power consumption efficiency per dolly)

® Main transport line: Approx. 40% energy saving effect compared to
conventional transport lines

In addition to the latest seismic isolation structure (spherical sliding bearings), it also has BCP functions such as emergency private
power generation equipment and network / system duplication, aiming to realize “always functioning logistics.”
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Sustainability at OTSUKA CORPORATION

Sustainability at OTSUKA CORPORATION =i Society
Circular Society Initiatives to Respect for Human Rights
OTSUKA CORPORATION is implementing various initiatives to minimize the use of resources, aiming for business activities that D

contribute to a circular society. Specifically, OTSUKA CORPORATION is engaged in activities to minimize waste, such as recycling Basic Thinking

trade-in equipment received during the sales process and internal use of products in damaged packages.
OTSUKA CORPORATION has set a human rights policy to understand the human rights of all people and to fulfill its

responsibility for respecting human rights. This policy complies with international standards, and OTSUKA
CORPORATION supports the principles stipulated in the “International Bill of Human Rights” by the United Nations and
the “ILO Declaration on Fundamental Principles and Rights at Work” by the International Labour Organization (ILO).

In addition, we will continue to strengthen our initiatives with partners that constitute our supply chain to
address environmental issues, human rights, and labor issues, and continue to take steps to fulfill our
greater social responsibilities.

In addition to recycling and internal use, we are working to make effective use of resources, such as donating to NPOs and welfare

facilities.

Specific Measures Overview

We opened recycling centers in Tokyo and Osaka for the purpose of effective use of resources and commitment to
compliance, and we are working to effectively utilize resources, such as selling them as valuable resources or outsourcing

O eyl Eenicr the processing to industrial waste companies that can recycle resources after sorting out the disused items generated in “ . . .
» Establishment of Consultation Hotline

the Company and the equipment traded in at the time of new sale by type.

» Human Rights Policies © As a consultation hotline for harassment, we concluded a
We are working to reduce waste by utilizing the products returned by “tanomail” in-house. OTSUKA CORPORATION’s “Human Rights

Internal Use of Returned

Merchandise subcontracting arrangement with an external specialized

Policy” is disclosed on its website. company and started accepting consultations from all

This activity started in 2001 with Microsoft Japan Co., Ltd. and |0 Data Device, Inc. We support the promotion of reuse and

Donation / Support Program of employees. In addition, we are making an arrangement not

Reused PCs computerization of each organization by redeveloping PCs that are no longer used in the Company and donating them to Please see our website for details (Japanese only)= 3
NPOs nationwide through the “authorized NPO e-Parts.” to cause any disadvantages to employees when they consult.
> P t Polici © For th f earl i i f
We donate merchandise that cannot be sold for some reason but has no problem in use under the title of Gift from “TANO- rocurement Foneies ) f)rt Ae purpose ot early detecjuon and COI‘reCthn.o
Gift from TANO-kun kun,” the “tanomail” mascot, to NPOs and welfare facilities nationwide. We receive the cooperation of SBS RICOH OTSUKA CORPORATION’s “Sustainable violations of laws and regulations and acts that violate the

LOGISTICS SYSTEM Co., Ltd. in this activity with free-of-charge delivery within the 23 wards of Tokyo. Procurement Policies” is disclosed on its Principles of Corporate Behavior, we have established an

internal reporting system (Opinion Box). The President &
Chief Executive Officer of OTSUKA CORPORATION 48

himself checks the contents of the Opinion Box.

The amount of food served at the employee cafeteria in the head office building is adjusted according to employees’ website.

wishes. Unavoidable leftover food is dried in a processing machine to reduce the volume of waste. In addition, the used oil
is purchased by an agent and used as energy for vehicles to run on.

Disposal of Leftover Food in the
Employee Cafeteria

47 Please see our website for details (Japanese only)=

» Principles of Corporate Behavior © We have an external helpdesk on our website for customers
The actions that OTSUKA CORPORATION’s employees and shareholders.

should take are defined as the “Principles of

> Measures against Harassment

Conservation of Biodiversity

Corporate Behavior” and are disclosed on its

website.

Specific Measures Overview
Please see our website for details (Japanese only)=

“Oyama Senmaida” in Kamogawa City, Chiba Prefecture are the only terraced rice fields in Japan that grow rice solely with We conduct harassment training every year for all employees
“Oyama Senmaida” Terraced rainwater. It has been selected as one of the 100 best terraced rice fields in Japan. Conservation activities have been 5o that no harassment behavior, mental or physical, occurs.

Rice Fields Conservation carried out under a “terraced rice field owner system” of the NPO Oyama Senmaida Preservation Society. Since 2005, we Structure and System In addition ¢ Ih ¢ and h ;
n addition to sexual nharassment and power harassment,

Activities have been recruiting participants in farming and harvesting from its employees to cooperate in the conservation of the
terraced rice fields. > Utilize Web Learning learning a wide range of specific cases such as maternity
OTSUKA CORPORATION has been supporting WWF Japan, an environmental conservation organization, for many years. In In order to disseminate the initiatives and practices for harassment and alcohol harassment helps to build better
addition to supporting the Earth Hour held by WWF Japan every year, we continue to donate to the organization by respecting human rights, we continue to provide necessary relationships and facilitate smooth communication.
Support for WWF Japan selecting it ag a support destination for Ith.e “tanomail Happy Points” donatign program. In our commemorative project for education and training. Various trainings can be taken at any
the 60th anniversary, we donated 10 million yen to WWF Japan'’s overall climate change countermeasures to support its

activities time and any place by using the web. “My Education Page” that

manages the training history of each employee enables them to
We strive for internal use and sales of “Lake Papyrus 20,” paper made from the withered reeds of Lake Biwa and the Yodo

River. Cutting the withered reeds on a regular basis contributes to the purification of the water quality of Lake Biwa and proceed with learning in a planned manner while grasping their

Expand Sales of Lake Papyrus

20 leads to an environment where a variety of life can live. progress. Y-
This is a reforestation project scheduled to start in July 2022 in collaboration with the international environmental NGO

Reforestation Project in the Conservation International Japan. At the Endemism Center of Belém in Pard, Brazil, one of the prioritized protection areas

Amazon in the Amazon, we will introduce an agroforestry system on 10 hectares of land and reforest it by cultivating a variety of

trees. It is an activity that aims to bring income to the local people and for the forest to recover naturally.
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Sustainability at OTSUKA CORPORATION

Engagement Diversity and Inclusion
. .

Basic Thinking Basic Thinking

OTSUKA CORPORATION has continued to grow with each employee having a sense of fulfillment and accomplishment
in their work. We aim at “employee growth = company growth = customer growth,” and continue to foster a corporate
culture and work on various measures to achieve this goal. We conduct continuous monitoring of employee
engagement through “employee awareness surveys” and “workplace improvement round-table conferences,” and

In order to be a company that is continuously needed for a long period of time, it is important to anticipate changes in
the world and coexist with the world while providing solutions that meet the needs and perspectives of the times.
OTSUKA CORPORATION embraces and includes each other’s diversity and increases “diversity as an organization,”
consequently continuing to aim to be a company that realizes sustainable value creation by maintaining a comfortable

49

promote initiatives such as career development support and self-development support.

Structure and System

Employee awareness surveys are conducted every year on a
regular basis regarding: (1) Penetration of the Mission
Statement, (2) Satisfaction with work environment and (3)
Compliance status, etc. In February 2022, we conducted the
16th survey and continue to aim for the realization of the

Mission Statement by using the results of the survey for

improvement.

Employee awareness survey
response rate

73%

rewarding and fulfilling than ever before.

» Career Development Support
We have various systems in place to support employees’ self-
realization and self-directive career development. By listening
to the wishes of employees through the self-reporting system,

we will promote growth in an environment that is more

(1) Self-reporting system (transfer to the department that

employees desire)

77%

In addition, we hold a workplace improvement round-table
conference every year as one of the means of communication
in order to reflect the opinions, requests, and suggestions of
employees in our management. The results of the
consideration of each proposal suggested by employees are
posted on the in-house portal site, and the company-wide

proposals are being considered by the Board of Directors.

Name of Qualifications (Excerpt)

measures)

(3) Sales grade system (career formation)

» Self-development Support

incorporated them into the evaluation system.

(2) In-house job posting system (in-house personnel flow

In order to support employees’ self-development and self-
realization, we provide support for qualification acquisition,
support for correspondence course attendance, and optional
training for voluntary participation outside working hours. In
particular, we have prepared individual incentive systems for

qualifications deemed necessary by the Company and

* As of the end of December 2021

working environment for all employees.

Active Participation of Diverse Human

Resources

OTSUKA CORPORATION eradicates all forms of discrimination
based on nationality, race, gender (including LGBTQ), age,
educational background, creed, religion, social status, physical
disability, etc., and conducts recruitment activities with the
concept of making each and every employee shine.

We will continue to aim to be a company that can grow
sustainably over the long term by continuing to provide
opportunities for diverse human resources to demonstrate their

individuality and abilities and create new value.

> Promoting the Active Participation of Women
In 2011, we established the “Women’s Advancement
Promotion Project Secretariat.” We are striving to foster a
corporate culture through “enlightenment activities” while
continuing initiatives to “enhance the institutional aspect” as a
foundation for pleasant working environments. We are also
continuing our initiatives to become a company where women
can play an active role by establishing in 2014 and continuing
to operate the “Women’s Hotline” as a consultation desk for
female employees to consult female-specific issues such as
pregnancy and childbirth.

with disabilities, and many people have participated so far.
After joining the Company, employees who are qualified as

“working life counselors for persons with disabilities” conduct

regular follow-up interviews and questionnaires with employees

with disabilities so that they can work in a better environment.

> Employment of Foreign Nationals
By hiring people of diverse nationalities, we are promoting the
acceptance of diversity while raising the level of specialized
knowledge. We also strive to provide a comfortable working
environment even when consideration for working styles after

hiring and religions is required.

>»LGBTQ
LGBTQ employees also work at OTSUKA CORPORATION.
We protect the human rights of all employees, respect their
personalities, specify the prevention of any discrimination in

our Principles of Corporate Behavior, and continue with these

initiatives. In addition to providing in-house training on
LGBTQ issues, the OTSUKA CORPORATION Heartful Fund
supports activities for children and young LGBTQ people.

Initiatives for a Society with Diversity

* As of the end of December 2021 > ier-
Qualifications Related to Information "”'!‘Pef .°f Qualifications Related to Information "”'!‘Pef .°f . SR Numper .°f Barrier-Free Heart
. Qualification . Qualification Public Qualification Qualification Women . . .
Processing Holders Processing Holders Holders SUOeror ) Barrier-free heart means that all people with various mental
umber of Women o
Systems Auditor 94 Applied Information Technology Engineer 440 Labor and Social Security Attorney 12 Number of newly hired graduates 102 29.0% and physical characteristics and ways of thinking communicate
Information Technology Strategist 148 El];ﬁlzn;rental Information Technology 1107 grl:d.iagan Business Law Examination, 263 (Increase / decrease from the previous year) 14) (3.3%) with and support each other in order to deepen mutual
Project Manager 189 - — Number of full-time employees (non-consolidated) 1,797 24.0% . .
Information Technology Service Manager 116 Information Technology Passport 3,455 ghedJaga” Business Law Examination, 730 (Increase / decrease from the previous year) (+60) (+0.6%) understanding. Since 2020, OTSUKA CORPORATION has
Systems Architect 138 Systems Administrator 2,059 1406 2 . . - Management position (Section Manager position) 60 8.6% been carrying out Barrier-Free Promotion Activities for the
= The Official Business Skill Test in Book- 16 (Increase / decrease from the previous year) (+3) (+0.4%) . . . .
Network Specialist 243 R keeping, 1st Grade Heart with the cooperation of the Guide Dog & Service Dog &
Database Specialist 128 Public Qualification Qualification The Official Business Skill Test in Book- 409 Hearing Dog Association of Japan. We !
Embedded Systems Specialist 5 Holders keeping, 2nd Grade N . . . . . .
o Employment of Persons with Disabilities have appointed the service dog “Kei-kun”
Passed RISS (Registered Information 189 Attorney 2 2nd-Class Kenchikushi 4 ploy! T P p. ) &
Security Specialist) Exam Small and Medium Enterprise Management 29 Certified Public Accountant 2 More than 100 employees with disabilities work at OTSUKA as a special employee serving as the
Registered Information Security Specialist 65 Consult.ant — , Certified Public Tax Accountant 1 CORPORATION and are active in various departments. In “Barrier-Free Ambassador for the Heart”
Information Security Management 1,958 Professional Engineer (information 3 Certified Administrative Procedures Legal .. . . . - o .
 Conticat - engineering) Specialist 4 addition to participating in interviews organized by Hello and are continuing activities to raise
~Certificate
” Certified Member Analyst of the Securities Work and private employment support companies, we have awareness.
G-Certificate 429 Analysts Association of Japan 8 P ploy PP P

held internships to support job hunting activities for students

*In 2021, we were certified by the Tokyo metropolitan government as a
Best Practice Company in promoting the “barrier-free heart.”
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Sustainability at OTSUKA CORPORATION

Human Resource Development

Basic Thinking

To demonstrate the strengths of OTSUKA CORPORATION as an IT platformer, it is important for each and every
employee to continue learning expertise and the latest technologies. OTSUKA CORPORATION provides employees
with a place for continuous learning while aiming to maximize the performance of each employee by understandi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>