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Presentation 

 

 

Taniguchi: My name is Taniguchi, CFO. I would like to thank you once again for taking time out of your busy 
schedule today to attend our sustainability presentation. 

I would like to talk about our overall world view and direction surrounding sustainability. 

Our Company celebrated its 100th anniversary this year, as is often reported in the media. I think this is a very 
important opportunity for our Company to talk about sustainability in this special year. 

As you may already know the very reason for the founding of CHUGAI, immediately after the Great Kanto 
Earthquake, there were no good medicines available in Japan at that time, and because of this, some people 
were seriously injured and even died. It was in this context that our founder, Juzo Ueno, who felt a certain 
sense of righteous indignation, founded the Company, and I believe this is exactly the kind of social issue that 
we are addressing. 

For us, the solution of social issues, which is the very important fundamental agenda of sustainability, this was 
the same situation 100 years ago when this earthquake happened. Now, we have made the realization of 
advanced and sustainable patient-centric healthcare a very important pillar of this sustainability, and this is 
exactly what we have been doing since the beginning of our Company. 

Therefore, I believe it is appropriate to convey that sustainability has been an enduringly vital principle for us 
since our founding, what we now call a Company's purpose and philosophy. 
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In this context, this year will be the seventh sustainability meeting overall. We used to call it an ESG meeting 
until the fourth meeting, but from the fifth meeting, we have changed the name to "sustainability" to make 
the scope a little broader and to refer to sustainability as a whole. 

Every year, we conduct external benchmarking, such as DJSI and various other assessments, and review 
evaluations from research organizations. Since sustainability is a moving target, we continuously identify 
challenges as they arise and maintain ongoing efforts to update and improve our practices. In this context, 
the Sustainability Meeting has evolved into this type of event. 

The theme of the meeting itself, as I wrote here, has really changed over the years, but this year is also the 
100th anniversary, and  last year we have updated our material issues. 

We've already covered some aspects of this topic, but the key theme this time is to share with you how we're 
developing our narrative within those material issues and what core principles guide our various initiatives. 

 

This slide shows the value creation model. 

As previously introduced, this core concept, the realization of advanced and sustainable patient-centricc 
healthcare, represents an agenda that has been consistently pursued since our founding. We understand this 
to be our value creation, the creation of shared value. 

In this diagram, the bottom portion basically evolves from left to right, leading to the outcome, the realization 
of advanced and sustainable patient-centric healthcare that I mentioned earlier. Once this is accomplished, it 
is a cycle, and we believe that this is a kind of positive cycle that will lead back to the left end and back to the 
various elements of our source of value creation. 

This is the value creation model we reorganized last year. To recap just once more: we had 26 material issues 
previously, but last year we consolidated and streamlined them into 16. Some of the content has been 
updated based on last year's situation, but it has been organized in a more consolidated form, making it easier 
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for everyone to understand and for us to capture. This was what we had introduced last year. It was about 
this material issues here. 

As we have written here, we have conceptually integrated the 16 material issues into three Cs: Challenges, 
Co-creation, and Commitments. Coincidentally, they all start with the alphabet "C." 

 

So, that's exactly the point. These 16 material issues, they don't all neatly correspond to one point each. There 
are some overlaps, some issues are Challenges, some are Co-creation, and some are both, but they can be 
broadly divided into these three categories. 

We recognize value creation as a material issue and recognize it as an important key issue for management, 
and have been working since last year towards realization of advanced and sustainable patient-centric 
healthcare by delving deeper into each of these issues. This is exactly the kind of activity we have been 
engaged in since last year. 
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Let me be a little more specific. First of all, I would like to talk about the positioning of material issues. 
Although there may be various ways to position material issues depending on the company, and for our 
Company, material issues are positioned as the basis of thinking and an important element in linking 
important management issues, including sustainability, to specific management strategies and policies. 

Specifically, management strategies based on these material issues will be placed at each business frontline 
to concretize the development. Within that framework, we also use it in our dialogues with external 
stakeholders, by sharing the progress and outcomes of these material issues initiatives in a narrative format, 
we aim to deepen their understanding. 

We are currently in the process of internally discussing how to set more specific targets for existing initiatives 
in response to the new material issues, and what specific targets should be set for individual initiatives. 

In this context, we will continue to consider the direction we should aim for as stipulated in the material issues 
and review and revise our efforts as necessary. 

While indicators for progress and outcomes are becoming increasingly important, we are currently reviewing 
how to reevaluate them, but I'll limit my comments to that for today. We are committed to moving forward 
in this direction. 
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Then specifically those three Cs.  Starting from “Challenges,” we believe that this is an extremely important 
concept for pharmaceutical companies. I think this is exactly the value that is positioned at the core of our 
business. 

In solving social problems and realizing advanced medical care, it is an eternal challenge to cure unmet needs 
and other difficult diseases. This is precisely the kind of issue that directly addresses solving societal challenges. 
Therefore, these Challenges represent a core element, I repeat, a core element, within our framework. 

The Challenges are also divided into three major categories: Drug Discovery, Technology, and Healthcare. 
Drug discovery is already at the core of our Company's management, and we will continue to invest 
management resources intensively to continuously produce our own drug discovery projects and to create 
drug discovery technologies that will give us a competitive advantage. 

This truly is a crucial category, drug discovery at the very heart of the matter. Today, we will be explaining 
pharmaceutical technologies related to mid-size molecules in a little more depth, after my presentation. 

Also, in the area of technology, it is AI, after all, AI drug discovery. This is something many companies are 
working on, but we recognize it as a crucial factor in securing our competitive advantage. We understand that 
we are now seeing quite concrete results in this area as well. 

Next is Healthcare. This is an element that also comes into play in the interface with actual patients. We'll 
touch on this in more detail later, but we believe that post-market evidence generation will likely be a key 
differentiator for us. This is because we are committed to personalized medicine, providing the optimal 
treatment choice for each individual patient. 
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Let me give you two individual examples of what I have just mentioned. 

First of all, about the digital part. As I introduced here, this is a kind of digital platform, an AI-based platform, 
called MALEXA, which is an antibody drug discovery support technology, and we are going to make concrete 
use of this to bring out the seeds of drugs from here. 

We have started a Phase 1 clinical trial for BRY10, a project in our pipeline of antibody drugs. We believe that 
the fact that a product candidate using such specific AI technology has entered the clinical stage is an 
achievement. 

As I mentioned earlier, in the area of personalized healthcare, post-marketing data, or evidence generation, 
is extremely important, and based on this data, the provision of medical care tailored to individual patients is 
a very important company activity. As you can see on the right side of this page, we are accumulating evidence 
for a variety of products, mainly new products that have already been launched on the market. 
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That's Co-Creation in the second. 

I think this will also fall into three categories: Co-creation with society and communities, Digital in a broad 
sense, and people, Human Resources. 

Co-creation is a process of creating things together with various stakeholders, and it is done through dialogue. 
This is really a very important part of our strategy. As written here, various concrete projects are underway 
with academia in Japan and overseas, and alliances with various companies are already underway in the form 
of open innovation. 

Above all, when it comes to advanced and sustainable healthcare, Co-creation with patients remains crucial. 
This is why we're discussing PHARMONY -- a framework for exchanging diverse opinions with patient 
organizations. As mentioned earlier, we're working to establish a cycle where we truly listen to patients' voices 
and incorporate them into drug development. 

As I mentioned earlier as well, various internal and external projects are underway in the Digital category. 
One project, ASPIRE, is underway to revamp our ERP system and operate our business more efficiently on a 
new platform. In addition to this, we have begun various collaborations with external companies such as 
Softbank, and this is also very important in terms of Co-creation. 

And of course, human resources are key. This involves acquiring and developing highly skilled talent, and 
fostering employee engagement. Our workforce is a vital stakeholder and a partner in Co-creation. We 
recognize this deeply. Moving forward, we intend to vigorously strengthen our human resources from diverse 
perspectives as an integral part of our Co-creation efforts. 
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One example I mentioned earlier is that of collaboration with academia. 

We have established a comprehensive collaborative framework with IFReC at Osaka University. Professor 
Shimon Sakaguchi, a member of IFReC, received an award, and an antibody developed based on drug 
discovery technologies, following the joint research is advancing into concrete clinical trials. 

Regarding our recent engagement with patients, we are collaborating with patient groups and academic 
societies to build a disease database related to our hemophilia treatment. We are actively working to ensure 
this database is effectively utilized in patients’ clinical practice and contributes to improving quality of life. 
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The third one is Commitments. 

This is the form it takes, and since these are Commitments, they remain a crucial point for the Company 
regarding sustainability. As a responsible member of society, the Company must firmly commit to society. As 
outlined here, Environment, Compliance and risk management, and the third point we're addressing is 
Stakeholder engagement. We consider this an indispensable element for realizing a sustainable society. 

In addition to contributing to the development of society by solving social issues through innovative drug 
discovery, as a corporate citizen, we will continue to contribute to the betterment of the global environment 
and to be trusted by society. We have Mid-Term Environmental Goals, and we would like to make solid 
progress toward this goal. 

Risk management and compliance -compliance, needless to say, is the absolute foundation, the most crucial 
principle pharmaceutical companies must uphold. Beyond that, recent years have seen societal conditions 
change, and the international landscape is also shifting. In this context, we are also working to improve risk 
management in various ways to ensure a stable supply of pharmaceuticals and to ensure that they reach 
patients. 

As outlined here, stakeholder engagement involves enhancing both specific and detailed dialogue as well as 
its frequency with stakeholders, including those in capital markets. It also entails adopting an approach that 
engages with diverse stakeholders. We are actively pursuing this approach. 
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As for specific initiatives, we are disclosing information and publishing reports based on the TNFD 
recommendations outlined here. Regarding the dialogue with capital markets mentioned earlier, we are 
further enhancing the frequency, specific and detailed contents, and quality of both information disclosure 
and dialogue. Thanks to these efforts, we have been recognized as a top-ranked company in disclosure 
excellence for two consecutive years, demonstrating our strong performance in this area. 
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So, while we are currently celebrating our 100th anniversary, we believe our crucial mission is to look ahead 
to the next 100 years and firmly commit to solving societal challenges. 

I believe it is important that we continue to take on challenges in various forms while inheriting the thoughts 
of our founder. As I mentioned earlier, co-creation with internal and external stakeholders and partners is an 
important issue, and we would like to further strengthen our efforts in this area. 

We believe that the creation of medical value will create a ripple effect that will ultimately have a positive 
impact on social issues and society, and that this cycle is something we will continue to work on for the next 
100 years. This is the end of my presentation. Thank you very much. 

 

 

Maeda: I am Maeda from API Process Development Department. I am in charge of developing manufacturing 
processes for active pharmaceutical ingredients, API, at our Ukima Research Laboratory. Today, I would like 
to explain the establishment of a pharmaceutical platform for mid-size molecule drugs as an example of 
business activities under the value creation model. 

First, let me mention a few words about pharmaceutical research. 

As you all know, pharmaceuticals are developed over a long period of time through  value chains. In this 
context, pharmaceutical research serves as a long-term, long-lasting bridge between a wide range of functions, 
from drug discovery research to production. In the process of this development, our main mission is to 
develop a production method that achieves high quality, low cost, and stable supply as well as the supply of 
investigational drugs. 
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In this slide, I would like to talk about the relationship between our value creation model and the 
establishment of a pharmaceutical platform for mid-size molecule drugs, which I will discuss today. 

We consider the establishment of Chugai's pharmaceutical technology and production system for macrocyclic 
peptides to be a critical challenge in advancing the practical application of mid-size molecule drugs. To this 
end, we are making concerted efforts in each of three material issues categories to take on the challenge of 
developing new technologies, Co-creation with internal and external partners, reducing COGS, and reducing 
our environmental impact. 

I will discuss the development of our pharmaceutical platform and our efforts to achieve advanced and 
sustainable patient centric healthcare in the following pages. 
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On this page, I will discuss the features and challenges of Chugai-type cyclic peptides from a manufacturing 
perspective. 

First of all, it is characterized by its molecular weight, which is about three times larger than small molecules, 
its cyclic peptide structure, the majority of which are composed of non-natural amino acids, and its extremely 
highly potent substance. 

These characteristics are very different from those of conventional peptide drugs, not to mention small 
molecules, so cost, speed of development, and assurance of safety in production have become major 
challenges. In the industrialization and production of mid-size molecules, it is essential to achieve all three at 
the same time, making this an extremely significant challenge. 
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Therefore, in order to establish production that meets these requirements for cost, development speed, and 
safety, we have decided to approach the issue from two perspectives, as shown here: synthesis methods and 
equipment, and to solve the problem through coordination and collaboration with internal and external 
professionals. 

 

First, I would like to talk a little bit about the process of development of new synthesis technology for mid-
size molecules, going back in time. 
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At the beginning of the development, we did not have the knowledge and technology for peptide synthesis, 
so we adopted the existing solid phase synthesis method, which is generally employed in the synthesis of 
peptide drugs. The synthesis method is shown here. 

This synthetic method involves elongating amino acids one by one into a solid resin. Although this method 
was developed more than half a century ago, it is extremely versatile and is still used in most peptide synthesis 
and peptide drugs today. In fact, we were able to construct our molecule using this synthetic method. 

However, as shown in the middle, we decided to take a different approach because it is difficult to solve these 
three issues at the same time due to the need for a large quantity of amino acids and reagents and special 
reaction facilities. 

 

Therefore, we have decided to once again review the characteristics of our molecule and its synthesis method, 
once and for all removing all stereotypes. 

Here are four examples illustrating this point. First, the characteristics of being rich in non-natural amino acids 
and highly lipophilic can also provide the advantage of solubility in organic solvents commonly used in liquid-
phase synthesis. Re-examining this, we discovered the potential to simultaneously resolve these three issues 
in liquid-phase synthesis, which had previously been considered difficult to apply. Therefore, we decided to 
focus our development efforts on developing liquid-phase synthesis methods. 

As a result, we were able to apply this technique to our first mid-sized molecule, LUNA18. However, at the 
time it was applied to LUNA18, the technology was still in its infancy, making this adoption a very difficult 
decision. However, we believe that this decision was a great challenge, because this pharmaceutical platform 
has been developed at a rapid pace. 
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At present, we are further advancing the sophistication and efficiency of the liquid-phase synthesis method, 
and as shown here, we are now focusing on a multi-fragment type synthesis method that is possible only with 
the liquid-phase synthesis method.  

An image of this synthesis method is shown here.  

This synthetic method involves preparing multiple fragments consisting of multiple amino acids and 
combining each of them in turn. This approach has the advantages of shortening the overall process, greatly 
reducing the amount of amino acids and reagents used through liquid-phase synthesis, and providing great 
flexibility in the route of synthesis by combining fragments. 
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However, although this multi-fragment liquid-phase synthesis method has many advantages, it is very 
challenging. To maximize its potential, it is essential to address technical factors such as advanced synthetic 
route design, new synthetic techniques, and precise reaction control, as shown in the following three 
examples. This accelerated development through internal and external cooperation. 

 

In this section, I will first discuss internal cooperation. 
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We originally implemented the relay-type development as shown on the left. This development is a relay-type 
approach, with each department developing separately within its expertise and scope of responsibility. We 
believe that this is an effective development method when the technology is mature. 

We are currently using an agile approach, as shown on the right, in which all departments collaborate early 
on. While there is the disadvantage of increased communication costs due to starting collaboration early in 
development, it enables integrated consideration of molecular design, synthesis technology, and production 
processes, making extremely rapid development possible. 

Especially in the field of mid-sized molecule drugs discovery, as we move into the phase of simultaneous 
development of multiple drugs, we believe that such a rapid development system will become extremely 
important. 

 

Next, I would like to talk about external cooperation. 

The technologies and functions required for a pharmaceutical platform are listed on the left. As shown in (1), 
as I mentioned earlier, we have been developing a new synthesis method for mid-size molecules through 
internal cooperation. 

Currently, we are expanding the scope of development and accelerating external cooperation as shown in (2) 
and (3). In particular, we are now focusing on the development of an efficient synthetic method for non-
natural amino acids in (3), which is expected to significantly reduce costs. 
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I have been talking about synthesis technology, but from this page, I would like to talk about the introduction 
of new synthesis facility. 

First, as a case study, I would like to discuss the construction of FJ2, a production facility for ultra-high potency 
APIs. Chugai-type cyclic peptides require the world's highest level of containment, a very high concentration 
of less than 0.05 μg per cubic meter of air. At the time the decision was made to build FJ2, there was no such 
technology available in Chugai or anywhere else in the world. 

Therefore, JGC, Roche, and our partner companies pooled our technical expertise and know-how to advance 
the design. As shown on the right here, even at the staff level, we tackled this difficult challenge through close 
teamwork that transcended company boundaries. As a result, we were able to achieve this very high goal. For 
this achievement, we were honored to receive the 2023 Facility of the Year Awards from the International 
Society for Pharmaceutical Engineering. 
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Thus, after 2020, we are accelerating investment in production and research facilities that will enable 
integrated development from drug discovery to production. We expect development to be further 
accelerated by the operation of Ukima UKX, which are scheduled to start its operation in 2028. 

 

This is the last slide. I would like to share a review of our development efforts to date and our outlook for the 
future. 
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As I mentioned earlier, we started from a very uncertain place in terms of development, but this year we 
believe we have completed the establishment of a basic production platform and pharmaceutical platform. 

We intend to continue technological development of the platform for pharmaceuticals, and to advance the 
platform's sophistication, including significant cost reductions and support for multiple simultaneous 
developments of drugs. That is all for my explanation. 

Miyata: Lastly, Teramoto, Independent Outside Director, will explain about “Connection with capital markets, 
Governance enhancement and future challenges.”  

 

Teramoto: I am Teramoto, Independent Outside Director, as introduced. Thank you for gathering here today 
despite your busy schedule. 

Today, I would like to explain three key governance-related topics for our Company, which are positioned 
within the material issues framework discussed earlier. These are: First, the role of the Board of Directors; 
Second, various initiatives to enhance the effectiveness, centered on effectiveness assessments; And third, 
value sharing with the capital markets, including details on executive compensation and other related 
initiatives. 
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First is the role and overall composition of the Board of Directors. 

As you can see in the table, Roche, the controlling shareholder, owns approximately 60% of the shares of our 
Company, and on top of that, we are listed on the TSE, the prime market. I and the other independent outside 
directors have positioned the protection of minority shareholders' interests as one of our most important 
perspectives, and we are engaged in a variety of discussions and responses. 

As for the corporate structure, as we have indicated, we are a company with Audit & Supervisory Board, but 
we also have voluntary committees as the Appointment Committee and the Compensation Committee. One 
feature is the Special Committee, which is mentioned as Point 4. As I will discuss later, the Board consists of 
myself and external directors and external auditors. Essentially, given that this is a listed company with a 
controlling shareholder, we have established a mechanism to check whether minority shareholders' rights are 
being infringed upon, focusing primarily on conflict-of-interest checks, including individual transactions with 
Roche. 

We do this on a case-by-case basis for individual details, but I think one of the characteristics of our Company, 
including the various committees surrounding one of our Boards of Directors, is that we take into account the 
requirements of the stock exchanges by disclosing the general gist of what we are doing. 
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This is the composition of the Board. There are many opinions, and you may have questions later, but in a 
nutshell, there are nine directors, shown with the circle on the left. 

As executive directors, there are three directors on the executive side: Dr. Okuda, the President; Mr. Taniguchi, 
the CFO, who was mentioned today; and Dr. Iikura, supervisory responsibility for the research and 
development division. As you can see on the bottom row, we have Dr. Momoi, Dr. Tateishi of OMRON, and 
myself, Teramoto. I will explain their backgrounds and other information later. 

Also, from Roche's side, they are shareholders for CHUGAI, but they are positioned as non-executive directors, 
so Dr. Thomas, who is the Group CEO, has joined us this year in particular. As I will mention later, I personally 
think that the formal discussions within the Board, as well as the various communications outside the Board, 
are a good and effective way of exchanging information. 

The second person is Ms. Teresa, who is also being addressed as CEO of the Pharmaceuticals business. Also, 
Mr. Boris is the Head of Corporate Business Development, including alliances and such, on the Board. 

I will not explain the details of the Appointment Committee, Compensation Committee, and Special 
Committee, but each of these committees consists mainly of members from outside the Company. 
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So, first of all, the non-executive directors, the Roche people. 

As I mentioned earlier, Dr. Thomas, after all, as the head of a global mega pharma company, he is dealing with 
many things. Of course, regarding individual global strategy movements, such as various pharmaceutical 
regulatory developments in the US, he provides quite useful opinions and guidance. As I mentioned earlier, I 
find it very valuable to understand their perspective and current areas of interest, even outside board 
meetings, through informal communication and exchanges. 

Until last year, we had a highly distinguished executive from Roche on the Board, but he was replaced, and 
now the CEO himself is taking the lead. This likely creates a certain level of tension among the executive 
directors as well. Through our various discussions with him, we believe we are able to pursue a range of 
developments. 

As I mentioned earlier, Ms. Teresa is the head of Roche's Pharmaceuticals business, and she is quite a frank 
person, and when we talk to her, she says many things frankly. Of course, since she is managing the 
pharmaceutical business of a large mega pharma, we see that she has a variety of management skills, as well 
as specialized skills. 

Mr. Boris is relatively new, I think it has been only two years or so, but he is the head of business development, 
is involved in various external alliances, and is also an expert in M&A. From that perspective, he has made 
various comments, and the tension on the Board is increasing. I think that's how the Board is getting more 
and more positive tense. 
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Also, there are three independent outside directors. 

As I mentioned earlier, Dr. Momoi, as you can see in her biography, has held positions at several universities, 
including Jichi Medical University. She's originally an expert in pediatrics and neurological disorders, including 
molecular genetics. From the perspective of someone like me, who's an outsider to medicine and 
pharmaceuticals, she naturally possesses skills that allow her to delve quite deeply into various specialized 
aspects of our Company. At the same time, she doesn't just have expertise in the medical and pharmaceutical 
fields; she also brings a wide range of perspectives, including business management. 

For example, if you start a business by developing or introducing a drug in a new field, naturally that changes 
the destination hospitals and medical professionals that people around you go to. And she has made some 
very astute points from a management perspective, such as how management resources are being allocated 
for such initiatives, and I am impressed. 

Dr. Tateishi is a member of the well-known founding family of Omron, and has been operating his company 
as head. As a global manufacturing company with diverse management experience including overseas 
operations, he offers insights from various manufacturing perspectives alongside a global viewpoint. A 
distinctive aspect, though also related to sustainability, is his profoundly high regard for the importance of 
intangible assets from a management perspective: talent and global team building. 

From that perspective, we occasionally receive such feedback from him, and I personally find it very 
educational. For CHUGAI as well, it's excellent to see various points being raised about the diverse values that 
exist beyond what appears on the balance sheet, values that constitute the Company's worth. 

I have been working with Dai-ichi Life Insurance and its holding companies for many years. The scope, as 
written, I've been in charge of corporate planning, marketing, IT innovation, and many other things. 

After that, in 2010, Dai-ichi Life Insurance Company converted to a stock company, went public through an 
IPO, and has come to where we are today. I handled those matters through corporate planning, so we were 
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involved in the IPO and subsequent investor relations activities. Since then, various other situations have 
arisen, and while our capabilities are modest, we intend to draw on that experience to provide various forms 
of support, and we are doing so. 

 

Regarding the relationship with Roche, and the more I learn about this, the more I feel that it's a system of 
various, well established alliances. This efficient system will enable us to sell our excellent and unique drug 
discovery products in a highly efficient manner, especially in our overseas network, and to develop our 
business by using Roche's own extensive global network and information. I believe that there are some very 
significant advantages. 

Of course, we hold the right of first refusal regarding drugs they develop; however, we evaluate these 
opportunities on a case-by-case basis. For those we wish to pursue in the Japanese market as CHUGIAI itself, 
we possess a system that allows us to introduce them exclusively and extremely efficiently. This mechanism 
enables us to handle matters that would be extremely challenging for a Japanese company attempting to 
build such capabilities from scratch, matters that would likely face significant limitations in terms of 
management resources, in a highly efficient and productive manner. 

For three years now, this is my third year, I've been wondering how this is possible. I've asked around and 
thought about it while communicating with Roche. My current impression is that one of CHUGAI's core values 
is its unique drug discovery capabilities, which truly stand out among Japanese pharmaceutical companies. 

From Roche's point of view, this is a great advantage over just developing the product on their own. Because 
we are able to demonstrate this core value, Roche also recognizes the value of CHUGAI. In this respect, they 
are 60% shareholders, but we feel that we have a very unique alliance relationship that allows us a 
considerable degree of independence and autonomy. 

The base is really that CHUGAI's unique, after all, drug discovery capability has been going on for a long time. 
I believe this is the main driving force behind the win-win situation of this business model. 
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Secondary, it’s about evaluating effectiveness. 

I know this is something that all companies are doing, but we would like to have a lawyer's office as a hub for 
various activities, including requests from outside directors and auditors, as well as questionnaires, 
monitoring, and hearings on the current status of the Board of Directors.  

Regarding the issues and requests that arise in that context, the executive branch is effectively addressing 
them while also implementing improvements or additional measures based on that feedback.  

For example, as mentioned on the next page, I believe. 
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This is a key point in the 2025 effectiveness evaluation, and as mentioned in the priority themes, as you know, 
we are not a company with a three- or five-year medium-term plan. Therefore, while we wouldn't call it an 
extremely ambitious moonshot by 2030, we have a plan aiming for a very high goal. Under that framework, 
we will assess our progress annually while allowing for setbacks. 

Depending on how you look at it, it is a little difficult to know at what point we are at, and I suspect that 
investors and analysts are probably expressing the same opinion about that. Regarding those aspects that are 
difficult to grasp without hands-on execution, we've put considerable effort into refining them. We've reached 
this stage where certain areas are now accomplished, while others remain ongoing challenges. New areas are 
emerging as the next set of priorities, and these developments are becoming increasingly highlighted. 

We've reached a stage where we can grasp things at a very high level. While the Company has an excellent 
drug discovery strategy and a particularly robust pipeline, it's a truly outstanding company, the volume can 
be overwhelming, even for outsiders. We appreciate how they've clearly prioritized and highlighted key points, 
including which candidates are poised to become the next blockbusters. 

 

Additionally, regarding the various responses—including the recent major challenge of the supply chain—that 
are being consolidated and discussed, I find it extremely helpful that are highlighting not only the formal board 
meetings but also the various other initiatives. 

Then there is the market, sharing value with the market. As one such example, we are explaining the executive 
compensation system. 
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As you can see in the circle graph, the major structure is a regular compensation, a fixed regular compensation, 
and a bonus that is a short-term incentive. And a restricted stock compensation with medium- to long-term 
incentives. The compensation structure consists of these three systems. Starting this fiscal year, we have 
reduced the fixed compensation portion of CEO remuneration, which was previously 35%, by 5 percentage 
points. We have shifted 5 percentage points to the medium-to-long-term incentive portion of CEO 
remuneration, increasing its weight to 40%. 

As you know, the management team is undertaking an extremely challenging task: developing products that 
can truly compete only after enduring a very long period of 10 to 15 years of patient development. Within the 
Compensation Committee, the prevailing view is that it is necessary to place greater weight on evaluating 
initiatives that, even if they require a medium-to-long-term commitment, form the foundation for corporate 
growth. Based on this, the situation from this year is that we are increasing the weight of the mid- to long-
term incentives a bit. 

The structure consists of equal parts tenure-based and performance-based components. The tenure-based 
portion is what's commonly referred to as RS, while the performance-based portion is known as PS. This PS is 
determined based on the company's TSR, total shareholder return, over the past three fiscal years, specifically 
its ranking relative to industry peers. This approach establishes medium-to-long-term incentives that take into 
account the highly competitive environment, and I believe it constitutes a reasonably rational system. 
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The rest is shareholder value analysis. 

Thanks to everyone's support, the stock price has returned to the JPY8,000 range and is performing quite well. 
As shown in the table on the graph, looking at the stock price trend over the past decade, it has demonstrated 
high performance both in terms of TSR compared to the TOPIX and in comparison with other pharmaceutical 
companies. I think it is very gratifying, and I think it means that we have been performing well up to now. 

Stock prices do sometimes overshoot, perhaps driven by factors like the performance of individual 
pharmaceuticals in the US, to be honest; however, both our executives and board members maintain a 
relatively level-headed perspective, focusing on achieving long-term, stable stock prices and value 
enhancement. That is the current state of affairs. 
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Last but not least, a summary. 

Regarding the Board of Directors, as mentioned earlier, we hold the position of representing minority 
shareholders. Keeping this in mind, we must always balance growth and risk while prioritizing cash 
management and growth investments, as well as the human resources that form the foundation of drug 
discovery and fostering an innovative culture. It is not easy, but we are making efforts to observe the work 
styles of not only executives but also employees on the manufacturing sites, including on-site visits. 

Regarding committees, I am personally on the Compensation Committee and the Special Committee. The 
Special Committee has to check the appropriateness of the price and the absence of conflict of interest, which 
is very difficult to do, because it is a drug for a very rare disease, and the price is not as easily understood as 
over-the-counter, say, a cold medicine or something like that. 

For routine transactions, the alliance agreement contains very detailed provisions, and the procedures are 
designed to ensure everything runs smoothly; however, occasionally individual interests or cost allocations 
arise that don't quite fit within those established procedures. 

I believe we should carefully deliberate on such matters. While I understand the executives may be reluctant 
because it takes considerable time, I feel that by working with strong partners like Dr. Tateishi, our outside 
director, and Mr. Masuda, our lawyer, and by thoroughly examining various details, we can help foster a 
mindset among the executives. I believe this process is elevating their understanding significantly. Therefore, 
I intend to continue this approach. 

I have also been attending various other meetings, such as award ceremonies and sales team meetings, and 
am actively participating in these activities. That is all. 

Miyata: Thank you very much for your attention. 
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Question & Answer 

 

Hashiguchi [Q]: My name is Hashiguchi from Daiwa Securities. The first question is about the review of value 
creation indicators Mr. Taniguchi mentioned on page seven in his presentation. I remember that this new 
indicator was introduced by Mr. Yano at the same briefing a year ago. The specifications have only recently 
been established, and there have not yet been many discussions based on them, so why are you now talking 
about a review? 

What do you think is going wrong with the current indicators? Is it because the efforts themselves have 
changed a little and the indicators need to be changed, or is it because the efforts have not changed, but the 
indicators are not necessarily appropriate for evaluation? Please tell me the background. 

Taniguchi [A]: Thank you very much. Last year, we redefined the number of material issues to 16, and in 
response to that, we are considering indicators that better express these three Cs, as I have written specifically 
here and on the right side of page seven. 

Rather than negating anything from the past, we are currently in the process of creating performance metrics 
aligned with these three new Cs. Therefore, this is not about revising the 16 metrics established last year. 
Instead, we are in the midst of discussions on how to distill these 16 metrics into concise performance 
indicators. I hope you understand this. 

Hashiguchi [Q]: I understand. Thank you very much. Secondly, I think Mr. Teramoto mentioned that it is 
difficult to see how far you have progressed toward TOP I 2030. As an outside director, I understand you 
mentioned earlier that you assess the current progress and future challenges, and that you visualize this 
within the board meetings to drive various initiatives. Could you share any specific examples where issues 
raised or pointed out by outside directors have led to progress or resolution of those challenges? 

Teramoto [A]: Yes, thank you. Regarding TOP I 2030, we've been making straightforward requests to present 
them in a more graphical, easily understandable way, for example, showing progress up to this point from a 
certain angle; however, there are multifaceted items that aren't so easily addressed, and I imagine the 
executive side has faced considerable challenges. 

Nevertheless, in several areas, the Board of Directors now receives presentations detailing portfolio 
investments, the development status of our proprietary products, the targets to be achieved this year, and 
the challenges identified within these areas. Furthermore, these points are also presented during individual 
briefings outside of board meetings. 

We, too, have come to recognize that the development of mid-size molecules, which was mentioned earlier, 
for example, has progressed quite well. On the other hand, as was mentioned earlier, we have to develop and 
test a lot of things, although they are probably in the very early stages. 

Costs and efficiency in that regard have also been increasing. Within limited management resources, however 
high the profits may be, they remain limited, the Company is undertaking several initiatives focused on how 
to strategically allocate those resources. In short, they are also working on making quick decisions. We now 
have a better understanding of these issues, and as mentioned earlier, if we don't properly develop the 
platform for the mid-size molecule, we won't be able to produce a large number of products in the true sense 
of the word. I believe that we have come to understand such issues and that we are making good progress in 
this area. 
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So, regarding changes resulting from feedback, since we're not development professionals or anything like 
that, we're focusing more on how to effectively utilize resources, including productivity, and address current 
challenges. As mentioned earlier, we're also examining the contents of our extensive portfolio, which I believe 
includes around 50 or 60 projects. We're prioritizing which of these hold the greatest potential to become the 
next major global product, and I think these expectations are being clearly identified and presented. I feel that 
this has changed considerably over the past year or so. Is that all right, that is the situation. 

Hashiguchi [M]: Thank you very much. That is all. 

Kosaki [Q]: My name is Kosaki from International Pharmaceutical Intelligence. Thank you very much. I would 
like to ask Dr. Maeda. Regarding the environmental impact reduction effect, I'd like to ask about slide 36. 
Specifically, I'd like to understand the significance of waste disposal within the overall manufacturing costs. 
Also, it might be a bit difficult to explain in a single sentence why this became possible, but I'd appreciate it if 
you could share some key points, for example, what changes were made that allowed reducing the time to 
less than one-tenth of conventional solid-phase synthesis methods. 

Maeda [A]: Yes, thank you for your question. First of all, as for the waste reduction effect, it is a little difficult 
to translate it into cost, but we have stated in our mid-term environmental goals that we will reduce waste 
and hazardous waste. 

Regarding mid-size molecules, their environmental impact is currently very high. Therefore, as shown here, 
using the original existing method, specifically solid-phase synthesis, results in a very high environmental 
impact. By switching to liquid-phase synthesis, we have reduced that environmental impact. 

So, although this is still high compared to small molecules, we believe that it is important to reduce the 
environmental impact of each of the portfolios one by one that will be coming in the future. 

Kosaki [Q]: Is there a reason why, or examples like “if we change this, it becomes that?” 

Maeda [A]: Yes, first of all, as I mentioned in my presentation, peptide drugs are usually made basically by 
solid-phase synthesis. Solid-phase synthesis is highly platform-based, making development quite 
straightforward; however, it is a synthesis method that requires significant amounts of amino acids, solvents, 
and reagents. 

On the other hand, the liquid-phase synthesis method can use amino acids, reagents, and solvents, which can 
be used very efficiently, so simply changing from the solid-phase to the liquid-phase reduces waste 
considerably. 

Another big thing is that common peptide drugs don't crystallize. Therefore, column purification is required 
for the purification method. As it turns out, water or solvents are also essential there, so one characteristic of 
our mid-size molecules is that they can crystallize, enabling purification through crystallization. This is one of 
our strengths, so the combination of this solid-phase to liquid-phase and purification method from column to 
crystallization has considerably reduced the environmental burden, as shown on page 36. 

Kosaki [Q]: Am I correct in understanding that because it is a mid-size molecule, it is easy to crystallize? 

Maeda [A]: Normally, normal peptide drugs are hydrophilic mid-size molecules. Our mid-size molecules are 
very lipophilic. This is the feature of our molecules. This lipophilicity is similar to the property of small 
molecules, the property itself. Basically, small molecules are purified and isolated by crystallization, but in the 
same way, our mid-size molecules can be purified and isolated by crystallization as well. This is one of our 
great strengths. 
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Kosaki [M]: Thank you very much. 

Yatsunami [Q]: My name is Yatsunami from Nissay Asset. Thank you for your valuable explanation today. I 
would like to ask two questions, and I would like to ask Outside Director Mr. Teramoto. 

The first point. As you can see on this page 42, you have discussed your comments on the development of the 
capital allocation policy at this time. The Company has formulated the criteria for capital allocation, presented 
its basic policy, and in consideration of the required cash level, has implemented a total return ratio of 100%, 
which includes the special dividend this time. 

I understand this demonstrates management's strong commitment to capital efficiency in the market. As an 
outside director and independent outside director, could you please share any additional insights regarding 
your thoughts on this shareholder return policy or future cash usage, and what discussions took place, if there 
is any to add? 

Teramoto [A]: Yes, thank you. Capital allocation is a highly universal yet challenging topic. Since taking office, 
I've been one of those who has repeatedly sought opinions and engaged in discussions on this matter, often 
to the annoyance of most CFOs. 

As it is indicated, the net cash for this fiscal year is about JPY900 billion, which is a very large volume. But 
regarding the cash management aspect we discussed earlier, I believe Mr. Taniguchi has maintained strong 
discipline and considered various factors. From our perspective, as mentioned earlier, significant investment 
in facilities is necessary, including environmental investments. At the same time, working capital is also 
required, including inventory maintenance. So, while keeping those levels in mind, the core discussion likely 
centered on how to allocate the remaining funds between growth investments and shareholder returns. 

Here, perspectives vary, and market participants may each hold different views; however, I would say that 
while maintaining a natural balance between returns and growth investments, our strength lies in consistently 
pursuing proactive growth investments for the future. Therefore, we do not opt for choices like those in 
financial firms, where a lack of demonstrable growth potential leads to creating an extremely high payout 
ratio. Of course, we have to think carefully about the returns, but that is what we have been discussing. 

The president and Mr. Taniguchi discussed this idea, including the special dividend, on the executive side, and 
as you can see from the fact that the dividend is being paid this time, we are very much in agreement with 
that. 

One thing I'd like to add is that, coming in as an outsider myself, I've always thought it would be fine to just 
keep investing, including M&A, since we have more cash, a controlling shareholder, and less risk of strange 
people getting involved. 

To put it simply, I believe that current management also possesses a strong mindset for growth investments, 
including M&A; however, unlike typical companies, financial firms, for example, tend to target acquisitions 
where the future is highly predictable or within close reach. Consequently, the company's value can be 
calculated within a fairly predictable range. Of course, there is the question of how much premium to put on 
it, or not to put on it. 

On the other hand, pharmaceutical companies are trying to acquire various things at the seed stage, so even 
if you try to buy the same company or a start-up, it is almost the same as R&D. We have learned this through 
our studies and sensory perception. 
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The actual process involves R&D personnel making decisions alongside corporate teams. For Renalys, while 
the top-level closing represents an expenditure of around JPY15 billion, we've been reviewing it in 
considerable detail from the outset with the development team. I believe this underscores the necessity of 
growth investment approaches unique to pharmaceutical and drug discovery companies. While I'm sure 
you're all already aware of this, I wanted to add that point. 

Yatsunami [Q]: Thank you. You are doing this while looking at the capital efficiency at the same time, and you 
are strongly aware of and commenting on it, so yes, thank you. Secondly, regarding the Compensation 
Committee you explained this time, you mentioned that mid-to-long-term incentives have been increased 
and you are evolving. While this is a somewhat formalistic perspective, from the standpoint of independence, 
the fact that the chairperson is not an independent outside director raises questions. Considering 
transparency, some might argue that an outside director should hold this position. As an independent outside 
director, what is your opinion on this point? Also, regarding this incentive change, could you please elaborate 
a bit more on the background? Specifically, what discussions took place, and how did you arrive at the 
judgment that such discussions were possible even under the current institutional design? 

Teramoto [A]: Yes, thank you. First of all, regarding the non-executive director, while it's true that Roche's Ms. 
Teresa serves as chairperson, I believe that's one way to interpret it; however, committee members like myself 
and Dr. Tateishi do not particularly hold any specific concerns about that point. 

Of course, for example, they sometimes still, and I think this is a good thing, indicate their perspective as a 
controlling shareholder. In other words, when it comes to this compensation, compared to the market 
standard in Japan, for example, is it really good? That includes whether we're paying too much. 

Therefore, since they lack a sense of the market there, but such checks and balances also come into play, 
including whether that is properly linked to performance, it is precisely because people like myself and Dr. 
Tateishi, who have some understanding of domestic circumstances, can offer our opinions that it works. While 
there are pros and cons, it is still being done with their global perspective, including how they perceive Japan. 
So, we don't particularly see it as a major issue that it's not simply one of the three independent outside 
directors doing it. 

Regarding the restricted stock this time and the mid-to-long-term incentives, both Dr. Tateishi and I, having 
joined around the same time three years ago, have consistently discussed that the overall direction should be 
to increase the weight of mid-to-long-term incentives, taking into account the nature of the business. I 
understand that the shift to an increase of plus 5% points is the result of such factors. 

I am sure that this is not the final form of the project, so I think that there is still a lot of discussion to be done 
for the next fiscal year and beyond. That is all. 

Yatsunami [M]: Thank you. Very helpful. Thank you very much. 

Muraoka [Q]: Thank you very much. I’m Muraoka, from Morgan Stanley. Let me ask a question to Mr. 
Teramoto, the outside director. The question is from the perspective of communication with the market. 

The first is that in the second quarter of this summer, CHUGAI, I think the market was a little surprised when 
you collectively dropped five pipelines. I got a thorough explanation and I understand it reasonably well, but 
when you dropped five pipelines altogether, and some of those decisions could have been made sooner, it 
really made me realize how surprising the market can be when things get consolidated like that. In this regard, 
from an outside perspective, have there been any discussions about whether there is a better way to do this? 
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Teramoto [A]: Yes, thank you. This was an extremely difficult point. As the company is refining this Go/No-
Go decision-making process, the development pipeline is expanding, and efficient resource allocation has 
become necessary. Within this operational mindset, the decision to drop five pipelines altogether, with all its 
positive and negative implications, left me with a “hmm...” reaction when I first heard the explanation. This 
was true for me and the other outside directors as well. 

That's how you take the plunge and get it done. At the same time, I've heard that  one of Chugai’s strength 
might be persevering for 10 or 15 years, even if it might not work out, and eventually seeing tremendous 
success, becoming a blockbuster. And even from an outside perspective, that kind of action clearly translates 
into a significant strength. 

Rather than focusing on these five specific pipelines, the real concern is the negative impact they have on the 
field, that feeling of, “Oh, so they just won't put up with it after all.” So opinions were raised questioning 
whether such impacts truly don't exist. 

Regarding that point, an explanation was given that they are working on it, believing that they must listen 
more to opinions at each site and ensure the Company policy permeates. So, for our part, we trust the 
management's awareness of the issues and that they will proceed accordingly, taking care to avoid any 
negative impact on the sites. I recall understanding that at the time, so perhaps that's the extent of it. When 
this matter was first reported, it is true that several discussions arose. That is all. 

Muraoka [Q]: Thank you very much. A week later, the market itself delivered an unexpected negative surprise 
based on clinical data, and we must admit we share some responsibility for that as well. Because that sort of 
thing kept happening back then, I did have a slight thought that it would have been better if this hadn't 
happened, which is why I asked the question. 

Another point is also about communication with the market. As Ms. Yatsunami mentioned earlier, the special 
dividend announced at the beginning of this year was truly a pleasant surprise. I understand perfectly well 
that it's called a special dividend, meaning it's only for this year, 2025. But from an outside perspective, the 
question arises: what about the continuity of this dividend, the continuity of dividends overall? If it spikes just 
this once and then plummets next time, what's the deal with that? How was that discussed? I still would be 
glad to know if you have anything to share with us about the content of the discussion. 

Teramoto [A]: Yes, thank you. Of course, we are well aware that this is a one-time or one-off special dividend, 
and as the saying goes, that is how cash is used. Personally, or as a point of discussion, I understand the 
Company's policy is to maintain a stable dividend payout ratio of around 40% to just under 50%. Within that 
framework, for this fiscal period, management has determined that there is sufficient flexibility, including for 
relatively short-term cash flow needs like capital expenditures over a few years, to allow for this payment. I 
view this as a very positive move, executed as a special dividend. 

Regarding the opinion that we should gradually increase the dividend payout ratio to 50 or 60 over the 
medium to long term, I think opinions may differ on this point. Personally, I don't believe there's a need to 
raise it that much at this stage. 

I believe that the positioning of this Company's stock is the same, and as I have said many times, its value as 
a company lies in its ability to continue to develop and provide new, unique, and groundbreaking medicines. 
Allocating resources to invest in growth for that purpose, it's not that we should focus solely on that, but I feel 
that prioritizing such efforts is what the market ultimately recognizes. 

I am sure there are many opinions in the market about this, and some may ask how it compares to other 
companies in the same industry, but I think it would be good to compare growth potential with other 
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companies in the same industry. We would like to continue to receive your comments and opinions, and we 
would like to discuss them with the executive committee members, using them as a major reference. That is 
all. 

Muraoka [M]: Thank you very much. We look forward to hearing from you again in the future. Thank you very 
much. 

 

[END] 

______________ 

Document Notes 

1. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 
answer from the Company, or [M] neither asks nor answers a question. 

2. This document has been translated by SCRIPTS Asia.  
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