Supplementary material of financial results
for the 2Q of the year ending March 2018

November, 2017

(stock ticker number : 4553)

© Copyright 2017 TOWA PHARMACEUTICAL CO.,LTD. All Rights Reserved.



Summary

Sales increased by 10.3% year-on-year. Sales of recently launched
products is in line with the plan.

COGS rate is 53.2% to sales and decreased by 0.7 point year-on-
year. Factors are increase of sales of recently launched products and
improvement of product efficiency.

Operating income increased by 118.6% year-on-year. SGA decreased
due to delay of R&D cost. Its progress is in line with the revised plan
disclosed on September 19, 2017.

Ordinary income increased significantly due to gain on revaluation of
currency swaps (564 million yen) in spite of loss on revaluation of
currency swaps (2,374 million yen) due to sharp appreciation of the
yen in the same period last year.

The full-year plan for 18/3 is not revised in consideration of increase of
SGA in 3Q and 4Q due to planned progress of R&D cost.
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Outline of the financial results for the 2Q of the year ending March 2018

® Sales: Increased with good result of recently launched products
® Operating income: Increased by decrease in SGA mainly due to delay of R&D cost

Period 18/3 2Q 17/3 2Q
(million Ratioto | Change (million Ratioto | Change
Yen) sales (%) in % Yen) sales (%) in %
Net sales 44 698 100.0 +10.3| 40,521 100.0 + 3.5
COGS 23,779 53.2 +8.9| 21,834 53.9| +134
SGA 15,841 35.4 -3.2| 16,363 40.4 +13.7
Operating
income 5,078 11.4| + 118.6 2,323 2.7 -57.9
Ordinary
iNCOme 6,058 13.6 - 383 0.9 - 93.2
s | 4,303 96| - 85 0.2| -97.9
Exchange rate (TTM) 2017/9  2017/6  2017/3 2016/9 2016/6 2016/3
US$1.00 112.73yen 112.00yen 112.19yen  101.12yen 102.91yen 112.68yen
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Outline of the financial results for the 2Q of the year ending March 2018 (progress rate)

® Sales: Progress in line with the plan
® Operating income: Expected to be in line with the plan at the end of this fiscal year with
planned progress of SGA

. 18/3
Period
20Q 2Q plan (disclosed on Sep. 19) Full-year plan

(rion Yer) | 2 gy | (milfonen) | S0y | rawnon | onven) | JECaty | rate o
Net sales 44,698 | 100.0| 45,000 100.0| 99.3| 94,000| 100.0| 4/.6
COGS 23,779 | 53.2 51,300 54.6| 46.4
SGA 15,841 | 354 34,100| 36.3| 46.5
Operating
hiptiank 5078| 11.4| 5,000| 11.1|101.6| 8,600| 9.1| 59.0
Ordinary
ncome 6,058 | 13.6 5000 11.1]121.2 8,500 9.0 71.3
wocwo | 4303 96| 3500 7.8(1230| 5800 62| 74.2
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(non-consolidated)

Sales of products by launched year

® Sales increased with volume increase and good result of recently launched products.

bn Yen
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(non-consolidated)

Sales of channels

® Ratio of sales agent decreased due to opening new offices and increased headquarter
transaction.
® Deal with wholesalers started from this fiscal year, and ratio of wholesalers increased steadily.

18/3 2Q 58.0% (72) 27.2% 10.3% 450
1713 2Q 62.2% (69) 33.9% 3.9%
16/3 2Q 59.8% (62) 36.3% 3.9%
15/3 2Q 57.6% (59) 39.1% 3.3%

O Direct sales O Sales agent OWholesaler 0O Others

() is the number of sales offices.
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(non-consolidated)

Sales of medical institutions

® Sales of dispensing pharmacies and hospitals keeps well.

[ 67.8% [ 201% [ 12.1%]
18/3
4-6 67.5% | 20.2% [12.3% |
1-3 66.5% | 22.3% [11.2% |
17/3 10-12 66.1% | 21.9% [ 12.0% |
7-9 65.6% | 221% | 12.3% |
67.0% | 21.6% [11.4% |
65.4% | 24.1% [10.5%)|
16/3 EO -12 65.7% | 23.3% | 11.0%|
64.8% | 24.6%  [10.6%|
64.9% | 24.6% [10.5%|
64.3% | 26.6%  [9.1%]
15/3 Eo 12 64.4% | 258%  [9.8%]
63.5% [ 27.3% [9.2%

ODispensing pharmacies 0O General practitioners OHospitals

Excluding sales by other companies.
Assuming sales of general practitioners, dispensing pharmacies and hospitals is 100%.
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SGA

® SGA decreased by 3.2% year-on-yeatr.
® R&D cost decreased significantly year-on-year.

Period 18/3 2Q 17/3 2Q
(million Yen) Sif‘et;"(% Chabge. | (million Yen) Sil""eio&) Chabge
Labor 6,660 149| -05| 6,695 16.5| + 14.6
R&D 3,878 8.7|-187| 4,771 11.8| + 28.1
e | 1,019 23| +32 987 24| +347
e 580|  1.3[+130|  513| 13| +142
Ad. 022 12| -43 945 1.3] - 32.1
Others 3,181 71 +11.7 2,849 70| +05
SGA | 15841| 354| -32| 16.363| 404 + 137
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R&D expenditure

bn Yen
10

9.7

9.4
8.9

6.1

5.3

4.1 3.9

3.3

09/3 10/3 11/3 12/3 13/3 14/3 15/3 16/3 17/3 18/3  18/3
2Q  plan
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Balance Sheets

® Decrease of finished products: Shortened inventory turnover period in months (5.5 months: -0.2 months year-on-year)
® Increase of buildings and structures: Construction and expansion of East Distribution Center as a main factor
® Long-term debt: Borrowing 9 bn yen for construction of Yamagata Plant

(million Yen)
17/9 17/3 Change 17/9 17/3 Change
Cash and deposits 16,493 9,444 + 7,048 'Fl)';z)i/(;ilr;otes and accounts 5,620 5,300 +310
Trade notes and
accounts receivable 22,216 19,627 +2,588 Electronically recorded 7184 7 455 _271
obligations-operating ! !
Electronically recorded
monetary claims 5,864 6,597 - 732 dC;Jl;;ent portion of long-term 3.178 2 681 + 496
Marketable securities 2,000 6,000 - 4,000 _— . q
acllitues notes an
Finished products 21,043 | 22510 | -1,467 || accountspayable 3447 | 10,365 | -6,918
Other current assets 25,441 22,371 + 3,069 Other current liabilities 10,222 8,788 + 1,433
Total current assets |  93,058| 86,552 + 6,506 || o currentliabilities 22 | BB | -Ane
Long-t debt
Buildings and structures 34,377 29,830 + 4,546 ong-erm de 46,433 39,253 | +7,180
Machineri Convertible bond 15,051 15,056 -5
achineries,
equipments and carriers 14,697 15,148 - 450 Other long-term liabilities 1,536 1,391 + 145
Construction in progress 13,448 18,279 -4,830 Total long-term liabilities 63,020 55,701 +7,319
Other fixed assets 15,572 15,436 +136 || Total liabilities 92,673 90,302 | +2,371
. Total net t
Total fixed assets 78,006| 78,605| -508 || XEnetasses 78,481 | 74,945 [ +3,536
Total liabilities and net
Total assets 171,155| 165,247 + 5,908 || assets 171,155 | 165,247 | +5,908

e Y

© Copyright 2017 TOWA PHARMACEUTICAL CO.,LTD. All Rights Reserved.




30

20

10

Capital expenditure and depreciation cost

25.0  18/32Q Depreciation

COGS: 3.025

SGA: 0.907
12.5 17.6|

15.7
13.8

9.7 I 11.2_
s 4l 71 - 24 7.3 g2 8.0| |7.5 3110 (86 24
. - 3.9 1.1 3.9

1.0

14/3 15/3 16/3 17/3 18/3 2Q 18/3

O Capital expenditure for Yamagata Plant
® Capital expenditure for Daichi Kasei

O Depreciation

plan

m Capital expenditure for Okayama Plant
O Capital expenditure for others

Depreciation cost includes that of R&D.
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Enhancement of manufacturing capacity

Capacity investment in
Okayama Plant

- Extension and reconstruction of buildings
- Enhancement of manufacturing facilities

/Capacity Investment in N

Yamagata Plant

- Extension and reconstruction of buildings
(6.5 bn tablets capacity as buildings)

- Relocation of Eastern Distribution Center

Possible to enhance
manufacturing capacity
by introduction of
manufacturing facilities

14.0

11.0

bn tablets \- Enhancement of manufacturing facilities /
15 |
Yamagata Plant V
B Okayama Plant
Osaka Plant 10.5
10 —
7.5
5 -
0)

2015

2016 2017

(Disclosed as a part of supplementary material of financial results for the 2Q of the year ending March 2017)
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Major products to be launched in December 2017

Therapeutic Category

Product Name

Branded Products
(Company)

Sales in 2016
. (bn Yen / year)

HMG-CoA reductase
inhibitor

ROSUVASTATIN OD TABLETS
2.5mg/5mg/10mg “TOWA”

CRESTOR OD Tablets 2.5mg/5mg 144

(Shionogi=AstraZeneca)

ROSUVASTATIN TABLETS CRESTOR Tablets 2.5mg/5mg 920

2.5mg/5mg/10mg “TOWA” (Shionogi=AstraZeneca)
High-affinity AT1 receptor | OLMESARTAN OD TABLETS OLMETEC OD TABLETS 297
blocker 5mg/10mg/20mg/40mg “TOWA” | 5mg/10mg/20mg/40mg

(Daiichi-Sankyo) :

Long-acting angiotensin Il | IRBESARTAN OD TABLETS AVAPRO OD Tablets 50mg/100mg/200mg : 216
receptor blocker 50mg/100mg/200mg “TOWA”" (Sumitomo Dainippon Pharma) :

IRBESARTAN TABLETS Irbetan Tablets 50mg/100mg/200mg

50mg/100mg/200mg “TOWA” (Shionogi)
Long-acting dopamine D2 | ROPINIROLE CR TABLETS ReQuip CR Tablets 2mg/8mg 87

receptor agonist

2mg/8mg “TOWA”

(GSK)

22 products in total

Annual sales budget: ca. 0.6 bn yen for products to be launched in December 2017
ROSUVASTATIN 0.18 bn yen
OLMESARTAN 0.17 bn yen
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Summary of strategies and measures

Sales
A Reliable GE company
-Two sales systems of direct sales Further improvement of product
and wholesalers guality by accumulation of
-Research of fundamental technology | | fundamental technologies
-Challenge to innovation -Domestic and abroad

Enhancement of Towa’s strengths
Stable supply system/Towa Sales System/
Value-added products/

Information provision

Significant change
-Groupings
-Newly listed price

' Factors of environment'change
; -Basic Policy for Fundamental Reform of Drug Pricing
; ~-Comprehensive Drug Industry R.einforcement Strategy

- Penetration
- : : | I
<: -Basic policy I

|
-GE promotion | I
l ]

-FY2016 -FY2020

(Disclosed as a part of supplementary material of financial results for the year ended March 2017)
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Contact information

Public Relations and Investor Relations Office
Towa Pharmaceutical Co., Ltd.
iIr@towayakuhin.co.jp
TEL , +81-6-6900-9102
FAX , +81-6-6908-6060

Disclaimer
This presentation contains forward-looking statements related to management's expectations

about future business conditions. Actual business conditions may differ significantly from
management's expectation and accordingly affect the Company's sales and profitability.
Actual results may differ because of factors over which the Company has no control, including
unexpected changes in competitive and economic conditions, government regulations,
technology and other factors.
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