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Presentation 

 

Yamazaki: Now it is time to hold the Financial Result Briefing of TSURUHA HOLDINGS INC. for the Third 
Quarter of the Fiscal Year Ending May 15, 2022. 

Here are today's attendees. This is Jun Tsuruha, President, and Representative Director. 

Tsuruha: I am Tsuruha. Thank you for joining us today. 

Yamazaki: This is Makoto Murakami, Executive Officer, and Chief Administrative Officer. 

Murakami: I am Murakami. Thank you for joining us today. 

Yamazaki: I am Takuya Yamazaki, Investor Relations Manager of the Accounting Department. I will also serve 
as today's moderator. Thank you for joining us today. 

In today's briefing, we will explain the financial results, while sharing the presentation materials on the screen. 
Please also refer to the Company's website for financial results briefing materials, supplementary materials, 
and financial statements. 

I will explain the procedure of today's briefing.  

First, Mr. Murakami will explain the business results for the fiscal year under review, and then Mr. Tsuruha 
will explain the initiatives and policies for the fiscal year under review. We will then move on to the Q&A 
session. 

I will now move on to the explanation of the financial results. Thank you for joining us today. 

Murakami: Now, Mr. Murakami will give an overview of the third quarter results for the fiscal year ending 
May 15, 2022. Thank you for joining us today. 
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Please see page three of the document. 

First, here are the highlights of the financial results. 

Net sales were JPY691.8 billion and operating income was JPY34 billion for the nine months ended February 
15, 2022. 

As an overview of the business situation, although progress against the plan continues to be difficult, sales of 
the six existing operating companies, excluding Drug Eleven, exceeded 100% of the previous year's level, even 
under the new accounting standards that were changed in the fiscal year under review, although the 
comparison is on a quarterly basis compared to the previous year. In addition, growth in personnel expenses 
has been shrinking. 

On the other hand, the recent rise in electricity prices has become more pronounced due to the global rise in 
crude oil prices, which has been a factor in the increase in expenses. 

Next, as for topics, we are promoting DX sales promotions, such as the introduction of digital cosmetics 
ledgers and data-based sales promotions, as DX initiatives are a priority for the fiscal year under review. 

In addition, as a measure to improve convenience, we are promoting the introduction of fresh food and 100-
yen shop and the promotion of e-commerce to meet new needs.  

In the dispensing pharmacy business, we are aggressively developing this business and expect the ratio of 
dispensing outlets to reach 30% by the end of the fiscal year under review. 

This is followed by details of the financial results. 
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See page four. 

Net sales were 101.2% of the previous year's level, gross profit was 103.7%, SG&A expenses were 108.2%, 
operating income was 85.7%, and net income was 83.8%.  

As I mentioned earlier, the situation is difficult compared to the planned figures, but compared to the previous 
year, the operating income base is improving. 

The same period of the previous fiscal year includes six months of Drug Eleven's results, while the fiscal year 
under review results include nine months of the Company's results. 

The figure on the right is based on the old accounting standards as a reference value.  
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Please refer to page five.  

This is a summary of the impact of the change in revenue recognition criteria.  

I have already explained this in the previous earnings announcement, so I will omit it. 
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See page six. 

This is the cumulative results for the six existing operating companies, excluding Drug Eleven Co. Ltd.. 

As noted, YoY sales at existing stores for the 13-month period were minus 0.8% on a year-to-date basis, but 
minus 0.3% in the third quarter, showing an improving trend.  

Gross profit also continued to improve from the first half of the year. 
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Please see page seven. 

Next is the quarterly performance trend.  

Please see page eight for an explanation of the figures here, which exclude Drug Eleven. 
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As you can see, excluding Drug Eleven, the figures for the six companies show an improvement in sales and 
gross profit compared to the previous year, and growth in SG&A expenses is also being controlled.  

In terms of operating income, it is approaching the previous year's figure at 94.3% of last year's level. 
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Please page nine. 

This is followed by details of SG&A expenses. 

Regarding personnel expenses, the year-to-date figure is 107.1% of the previous year's level, but on a 
quarterly basis, the figure is 102.8% of the previous year's level and has been under control. 

Similarly, other expenses year-to-date were 117.2% of the previous year’s level, but on a quarterly basis, they 
were 111.9%, showing a similar trend. 

As a special note, utilities costs increased approximately JPY900 million YoY. 

Especially in the third quarter, costs were up 127% or JPY500 million YoY.  

In addition, e-money fees and depreciation are on the rise. 
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See page 10. 

These are results by each company.  

I will not go into the details of individual business results, but we are seeing differences in sales and gross 
profit growth at each operating company. 

We recognize that this difference is due to the composition of the dispensing business, which continues to be 
strong, and the composition of food products, as well as the composition of OTC and institutional cosmetics, 
which continue to struggle. 
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See next page. 

This is the same material as before, so I will omit it. 
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Please page 12. 

This is the YoY change in existing stores, which passed 13 months. 

In February, the latest figure was 3%, finally exceeding the previous year's level.  

However, the cumulative year-to-date sales were minus 0.8% compared to the previous year, indicating that 
the situation remains difficult. 
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Please page 13. 

This is a decomposition of the same-store sales shown earlier. 

As you can see, the trend of declining customer numbers is gradually recovering. 
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Please page 14. 

Continued below is the status of store openings, closings, and sales by company. 

Store openings are progressing almost according to plan, although there have been some changes, such as a 
slight delay in the timing of store openings.  

In addition, a cumulative total of 62 new dispensing pharmacies were opened, and a cumulative total of 197 
existing pharmacies were renovated. 

The sales of each company, which passed 13-months, are shown in the table to the right.  

As we mentioned earlier in the results by operating company, the differences in sales by company are due to 
factors, such as category composition. 
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See page 15, please. 

Here is the status of store openings, closings, and sales by region.  

Details will be omitted. 
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Please see next page. 

The following are the results by product group. 

First of all, in the area of pharmaceuticals, sales of prescription drugs remained strong, while in the area of 
over the counter, OTC, drugs, despite demand for antipyretic analgesics for vaccination, sales were down 
compared to the previous year. 

In the cosmetics sector, there is also a recovery trend, but the figures are still severe compared to pre-
coronavirus levels. 

In daily sundries, growth has slowed in reaction to last year's staying at home and spending.  

In food products, as in the case of dispensing, sales of cold food, alcoholic beverages, and other products 
remained strong and steady. 

The others include health food, medical supplies, and childcare products.  

In this category, sales of coronavirus-related products, thermometers, and other products were down 
compared to last year due to a reaction to last year's sales. 
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See page 17, please. 

This is also by product group, which we have just discussed, so we will omit it. 
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See page 18. 

This will be the results of the dispensing department. 

Dispensing fees continued to grow steadily in the first half of the year, at 113.1% of the previous year's level.  

Gross profit figures were also close to last year's levels, despite the impact of the NHI price revision. 

The number of dispensing outlets by company is shown in the table on the right.  
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Please refer to page 19. 

This is the last of the first half, and it is the product results of PB. PB sales have been favorable.  

In addition, the brand switch to kurashi-rhythm has also been favorable. Kurashi-rhythm’s target for the fiscal 
year under review of 850 SKUs, was achieved in the third quarter ahead of schedule.  

This concludes the first half of my explanation. 

President Tsuruha will continue to explain the initiatives and policies. 

Tsuruha: I, Tsuruha, will explain the details of our efforts starting on page 20.  

Thank you. 
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Page 21. 

This is the plan for the fiscal year under review for the full year ending May 15, 2022. 

After nine months, we need to achieve more than JPY17 billion in 4Q to achieve the operating income target 
of the full-year plan. 

In view of past performance, we honestly believe that this level is difficult to achieve at this point in time. At 
this stage, however, we have not changed our full-year forecast and have left it unchanged at this time. 

First of all, as Murakami has already explained, the reason for the difference between the current forecast 
and actual results is that the recovery of pharmaceuticals and cosmetics has been slower than we had 
imagined, or the slump in seasonal products in late summer and winter, especially through the second quarter.  

In the third quarter, there was extreme snowfall in northern Japan, which led to a decline in the number of 
customers, and a rise in snow removal costs, among other factors. 

On the other hand, as a positive factor for this fiscal year, although we regret that the growth of SG&A 
expenses exceeded the growth of sales and gross profit in the previous year, we believe that we are in control 
of personnel expenses and other SG&A expenses, which were kept within the original plan. 

There were also positive factors, such as the strong performance of the so-called Dispensing business due to 
the active opening of dispensing stations, and acquiring the number of prescriptions, and the development of 
private-brand products that exceeded the plan and were introduced to all group companies. 

However, the reason for not revising the full-year plan at this time is that it is honestly very difficult to make 
a judgment about the future outlook at this stage. 

First, it is difficult to foresee cost increases. There are also changes in this global situation. The sharp rise in 
electricity prices has already had an impact in the third quarter, and it is very difficult to discern trends in the 
fourth quarter and beyond. In addition, changes in logistics costs are also very uncertain at this stage. 
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In response to the impact of the successive increases in purchase costs and price hikes, our policy is basically 
that the impact on the gross profit margin should be negligible due to the sliding gross profit margin. However, 
it is very difficult to determine to what extent we should assess the impact of the successive price hikes on 
consumer confidence.  Furthermore, the outlook for the transmission trend of the coronavirus, too, is difficult 
to read. 

I would like to reiterate that, in view of the current situation, it will be extremely difficult to achieve the 
remaining major results in 4Q. However, we have decided not to make any revisions this time based on our 
judgment that the unachieved range will fall within the disclosure requirements of the TSE listing rules.  

In the short term, we will continue to face very difficult conditions, but as I mentioned earlier, we will continue 
to expand our dispensing, PB products, and DX initiatives, and we will continue to make these kinds of moves 
in the medium term. 

 

 

Please see page 22. 

Here are the projected store openings and closings for the fiscal year under review. 

The plan was to open 158 new stores and close 48 stores.  

For the full year, we expect to open 159 new stores, one store more than planned, and close 57 stores, nine 
stores more than planned. 

The main reason for the large increase in store closures is almost entirely due to the new consolidation of 
unprofitable Drug Eleven stores to be closed. 
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Page 23, please. 

It will be a digital strategy. 

We continue to focus on acquiring application members. Currently, there have been 5.7 million downloads. 
We will promote toward the goal of 7 million downloads at the end of this fiscal year. 

In addition, we have been building a database for one-to-one marketing measures. We have started this 
method of promoting visits to customers whose frequency of visits has dropped, or who may be defected 
from the membership. 

From these various demonstration experiments, we have been able to see growth in the frequency of visits 
and the number of purchases by app members, as shown in the graph here, and we intend to continue to 
promote them. 
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Page 24. 

This is the digital cosmetics ledger, which, as we have explained before, we have begun to introduce in the 
fiscal year under review. 

Currently, the system has been installed in 1,400 stores. This one will create so-called customer service time 
by streamlining cosmetics operations, which will lead to the acquisition of new members and increased sales. 

The management is now based on the customer axis rather than the manufacturer axis, which allows us to 
provide more customer-oriented service.  

Customer information through data conversion is now available at all stores and can be found at other stores, 
allowing us to provide detailed support at other stores as well. 

On the other hand, we have already introduced a shift creation support system in all Tsuruha and Lady Drug 
Stores. This will be followed by the introduction of the system to Fukutaro and Drug Eleven.  

Introducing the system will reduce the time required to create shifts, optimize overtime and part-time 
workers' working hours, improve the disparity between stores through visualization, and provide man-hour 
management on a daily basis instead of monthly. 
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Page 25, please. 

For the convenience of our customers, we have continued to introduce meat and fruits or 100-yen shop 
products in the fiscal year under review.  

The number of customers at each of the stores has increased by approximately 105 to 110 since the 
introduction of those products. 

In addition, we are experimentally introducing the so-called BOPIS to accommodate increasingly diverse 
purchasing styles in the future. Some stores have begun to experiment with BOPIS, which allows customers 
to order online, visit the store, and immediately pick up the order in the parking lot, etc.  

Delivery services, such as Wolt and Uber, have also begun to be supported by some stores. 
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Page 26, please. 

This will be the strategy for private brand products. 

kurashi-rhythm, our group brand, currently has 876 SKUs under development compared to a target of 850 
SKUs. 

Our PB sales target of JPY70 billion for the full year is also currently on track. In the fiscal year under review, 
we also made progress in developing PB products with major food product manufacturers, such as Nissin and 
Kagome.  

We will continue to actively pursue joint development with food manufacturers and create value-added 
products, such as those supervised by our group's nutritionists. 

With regard to the promotion of dispensing on the right, our original plan for the fiscal year under review was 
to open 91 dispensing stations. Currently, the number of stores opened is 62 at the end of the third quarter.  

Originally, we were planning to open 91 new branches, but we expect to end up opening 95 branches in this 
fiscal year, which is about 4 branches more than the original plan.  

This would bring the dispensary store ratio to over 30%, or 30.3%. 
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Page 27, please. 

Sustainability Promotion Initiatives. 

The materiality was resolved in September last year, and the contents have been released. 

Our management philosophy is "to provide our customers with affluence and comfort in their daily lives," and 
this is the basis of our efforts to promote sustainability.  

We now have a website, which was launched last year, and English-language support is now complete. 

Currently, we have launched an internal ESG promotion project and have begun discussions on necessary KPIs. 
We will disclose the KPIs as soon as they are determined. 

We are also working to raise awareness within the Company by holding monthly seminars for senior 
management. 
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Page 28, please. 

This section contains the most recent ESG-related topics. 

We support the promotion of white logistics, PCR, and antigen testing at dispensing pharmacies, and 
participation in the free implementation of these tests. 
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Page 29, please. 

Last but not least, we will strive to achieve our current mid-term plan of JPY1 trillion in sales and 3,000 stores 
by the fiscal year ending May 2024. 

I would also like to report that we are currently preparing a new mid-term plan to be released at the time of 
the announcement of financial results at the end of the fiscal year under review, which will probably be in 
June of this year. 

This concludes the explanation from Tsuruha. 

Thank you very much. 

 

  



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
29 

 

Question & Answer 

 

Yamazaki [M]: I will now move on to the Q&A session. 

Q&A will be conducted using Zoom's raise your hand feature. If you have been nominated, please unmute, 
and speak with us about your question. 

Questioner A [Q]: Thank you for your explanation. Please allow me to ask three major questions. 

First, the usual question. What is Tsuruha's operating profit margin by region and existing stores? 

I would like to ask two more questions to President Tsuruha and Mr. Murakami. You have explained to us that 
sales are difficult at the moment and that the recovery is not progressing as well as expected. For example, 
medicine, cosmetics, maybe there are different factors, but is it market factors or is there something unique 
to your company that you would like to reflect on? 

I believe that the hurdles to sales recovery will continue to fall from here, but I would like to know how you 
see the situation in this area. This is the second. 

The third and final point, if you don't mind me asking. What are the areas of discussion among top 
management regarding the mid-term plan to be announced in June? For example, how to place KPI's, 
governance, and various other issues are being discussed, but what areas are they focusing on now? 

 I think the external environment has changed, especially compared to three months ago, and I would 
appreciate it if you could tell me as much as you are comfortable with.  

Thank you in advance for the above three points. 

Tsuruha [M]: Thank you. Let Yamazaki begin by explaining regarding the figures by region. 

Yamazaki [A]: By district for Tsuruha, excluding new stores, these are the numbers we always talk about. 
Hokkaido, 8.6% in the previous year, and 7.7% in the fiscal year under review. Tohoku, 5.9% in the previous 
year and 4.9% in the fiscal year under review. Kanto, 5.2% in the previous year and 3.7% in the fiscal year 
under review. Chubu/Kansai, minus 5.7% in the previous year, minus 4.5% in the fiscal year under review, 
improved.  

That is all. 

Tsuruha [A]: Okay, Tsuruha will answer the second question. 

The current situation continues to be difficult, but I believe that the market trend for pharmaceuticals is similar 
to ours. There is a tendency for so-called cold medicine to return a little after January this year, but recovery 
was poor during the year-end and New Year's holidays. I also believe that there is some back and forth on the 
numbers depending on how much pollen is flying. 

For cosmetics, the percentage of institutional cosmetics is very high for Tsuruha in particular, and although 
basic cosmetics in particular are holding their own compared to the market, the market for institutional 
cosmetics makeup is experiencing what is called a brand switch. As for Tsuruha, which has a high percentage 
of institutional cosmetics, there was a slight recovery, but the decline was significant. 
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On the other hand, as for the future outlook for cosmetics, in the area of basic cosmetics, the so-called 
premium line and high value-added products tend to be at the opposite extremes, with good products and 
cheap products at the two extremes.  

If we focus on the brands that we recommend on a daily basis, the recovery depends on the recovery of 
coronavirus crisis, but I feel that there is a recovery trend, or rather, room for growth. 

As for your third question, we are currently discussing our mid-term plan, which is based on the number of 
stores and sales figures, which were the only information we could disclose in the past amidst the rapidly 
changing world. The process started from the beginning. The main thing we are discussing now is, of course, 
what to bring to the strategy as a growth driver. 

As I have already mentioned many times, we have only about 30% of our dispensing facilities in Japan, so in a 
sense, this is an opportunity for us to grow. 

We are also discussing internally what kind of growth strategy we should pursue in the future based on DX 
and private brand products. 

Of course, we are currently discussing financial indicators and indicators related to shareholder returns, and 
we would like to disclose as much as possible of these as well. These are the answers to your questions. 

Questioner A  [Q]: Thank you. One point, sorry, I would like to confirm the second one about the sales 
situation. You mentioned earlier that consumer confidence is declining due to a series of price hikes.  

I think you mentioned that in your case, the impact on gross profit has not been that great so far, but do you 
have any plans to strengthen your pricing strategy, for example, in order to improve the sales trend from here 
on? 

Tsuruha [A]: Thank you. As for the pricing strategy, the complexity of regional characteristics and competitive 
relationships differ from region to region, so my answer would be to look at that carefully. 

Of course, while there will be requests for price increases in the future, the quantity of items that sell 
particularly well will directly affect the number of customers, so even if we do not raise prices for those items 
to some extent, we will raise prices in other areas to mix gross profit margins. 

We believe that this strategy will be implemented by carefully implementing these measures in each region, 
basically maintaining the gross profit margin, and devising ways to prevent a decline in the number of 
customers. 

Questioner A  [M]: I understand. Thank you very much. 

Yamazaki [M]: Thank you very much. 

To the next questioner, I will connect you now. Please do so. 

Questioner B  [Q]: Sorry, there are two major points. 

In your initial explanation earlier, you said that the growth of labor costs has become milder and that you 
have been able to control SG&A expenses in this area. I believe this was included in your earlier explanation, 
but I would like to ask you to explain a little more about how you have been successful in this area. This is the 
first point. 
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On the other point, I would like to confirm your thinking on opening new stores. From here on out, I think you 
are also opening new stores in an overall difficult situation right now in terms of sales, etc. Also, I would like 
to know about the environment for opening new stores, including competition, and your thoughts on opening 
new stores in this area from here on out.  

These two points. 

Tsuruha [M]: Thank you. Personnel costs will be explained by Murakami. 

Murakami [A]: Murakami will explain. We believe that two factors are responsible for labor costs. The first 
point is the management of labor costs through a system, which we have been promoting since the year 
before last. We are currently introducing a shift creation system, starting with Tsuruha. I think this area has 
shown some degree of effectiveness. 

Another point is that sales and gross profit are a little weaker than we had expected. I think we have been 
able to improve efficiency and avoid wasteful practices on the shop floor level. We believe that this is because 
the growth in labor costs compared to last year is lower. 

Tsuruha [A]: Then Tsuruha will answer regarding the opening of the store. 

As has been pointed out in the past, there is a question as to how far we will go in opening new stores in the 
midst of a declining population. However, our current priority is to scrap and build. We are going to focus on 
scrap-and-build, since it is relatively easy to achieve good results here when we convert older, smaller stores 
to larger ones. 

We have a relatively large number of suburban stores, so while there are areas where the population is 
declining, I believe there is still a lot of room for improvement as a small commercial area model. 

I think it is a question of which category we will take away from which type of business. We are of course 
doing both dispensing and line-roving, as well as food, but unless we open new stores in unison with the small 
commercial area model and format, we are indeed in an era of overstores, so we will continue to examine 
that aspect of our plan carefully. 

Therefore, our answer is that we will not change the pace of new store openings significantly at this point. 
That is all. 

Questioner B [Q]: I understand. Thank you very much. Regarding the first point, personnel costs, and SG&A 
expenses, is it correct to assume that these effects will continue to emerge in the next fiscal year, for example, 
and in the years to come? 

Murakami [A]: We will continue to control personnel costs, so the effect will gradually become apparent. On 
the other hand, as I mentioned earlier, the overall SG&A expenses are on an upward trend for items that 
cannot be controlled, such as utility costs, and we will continue to improve the efficiency of those items that 
can be absorbed through management efforts. 

Questioner B [M]: I understand. Thank you for the details. It is fine. 

Yamazaki [M]: Thank you very much. 

Please continue, we have a questioner. 

Questioner C [Q]: I have a couple of points from me. 
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The first is that the cost of various raw materials has risen, and there have already been moves to raise prices 
of food products and other items, as well as general merchandise. In particular, in the case of foodstuffs and 
general merchandise,  

Mr. Tsuruha's earlier comments indicate that you should look at the prices of competitors in each region and 
raise the prices of items to be raised and not raise the prices of items not to be raised, but you should also 
look at the overall balance of gross profit mix, which is, broadly speaking, the basic principle.  

I think the direction is to pass on the cost to some extent. I am wondering if such a basic policy is acceptable 
again. Also, I think there will be a need for another step in the next fiscal year, but what are your thoughts on 
this? This is the first. 

Tsuruha [A]: Yes, our basic policy is to do so without significantly lowering the gross profit margin through the 
gross profit mix. Therefore, we will not come here with a big discount and reduce the prices of thousands or 
hundreds of products, but rather, we will watch the balance in each area. 

To be honest, there is still some uncertainty as to what stage the second round of price increases will be. In 
fact, some prices have already begun to rise, while others have yet to rise, even though the media has already 
reported that they will be raised in April or June. We will look at the situation there, and furthermore, if it 
goes up further, then it will be a decision to be made at that time. Is that all? 

Questioner C [Q]: Thank you very much. The second is about the dispensing business. The revisions to the 
medical reimbursement have now been announced, and I think they are going to be revisions that we haven't 
seen before, and that have been relatively good for the drug store chain near hospitals.  

Your company has two aspects: the Fukutaro aspect and the Division of Labor. Can you tell us how this will 
affect the 4Q and the next fiscal year, for example, just the technical fees, or if you can tell us about the impact 
of the revisions, including the drugs, please tell us about that part as well. This is the second. 

Tsuruha [A]: Thank you. The impact of the revision is that we have a larger percentage of drugstores that are 
located in front of hospitals than other drugstores with prescription department, such as Sugi or Welcia, but 
the overall percentage of drugstores with prescription department is naturally higher, so the revision will have 
a certain impact. 

However, although we are still examining the details of the figures, we are looking for an increase in the 
number of prescriptions in the future, including, of course, the increase in the number of prescriptions at 
existing stores, as well as the opening of new stores.  

The other additions that have yet to be taken up are these, including the additional fees to the regional 
support system. Also, although we won't know until we open the door, the introduction of refills, for example, 
changes in business hours, opening on weekends, and such efforts should be able to cover this to some extent. 
There will be some impact, but we have a good prospect of being able to cover it. 

Questioner C [Q]: Regarding the technical fee portion, of course the basic fee will be lowered for example, 
drug stores with prescription department, but for your company, for example, there will be the additional 
fees to the regional support system, a positive portion for generics, and a portion for the management of drug 
history.  

Putting these points together, are you of the view that the technical fees will not go down that much, or are 
you of the view that they will go out as they are? 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
33 

 

Murakami [A]: Murakami will answer. I can't give you detailed figures because we are still examining them. If 
we narrow it down to just the technical fee, if we go on a plus/minus basis, it would be a minus. However, we 
believe that we can cover this to a certain extent by making management efforts to minimize the negative 
margin as much as possible and, as the president mentioned earlier, by increasing the overall gross profit. 

Questioner C [Q]: Lastly, this could have been the first question, but I can see that the figures for the 
cumulative total, such as how much sales are short of the company plan, gross profit, and operating income, 
are not as high as I thought they would be, but what is your impression of these figures? 

Tsuruha [A]: I am very sorry, but unless we have made corrections, I would not want to speak verbally here, 
because I would not want the numbers to be published in various places, so I will withhold the details of the 
numbers for a moment. Looking at the most recent results, the recovery is about the same as that of the 
previous year, although it is still lower than the planned level. 

Questioner C [M]: Thank you very much. 

Yamazaki [M]: Thank you very much. 

I will now connect to the next questioner. 

Questioner D [Q]: Thank you for your explanation today. I would like to ask for three points, including 
confirmation of the basics. 

The first point is the part of the gross profit margin results. If I look at 3Q alone, I think it has improved by 
about 1% year on year, using the same standard. Is it correct to say that about half of the increase in gross 
profit was a reaction to the large decrease in gross profit from sanitary products and masks in the previous 
year?  

I think that cosmetics and other products have also increased in gross profit, but I would like to know a little 
bit about the breakdown. 

Tsuruha [A]: Thank you. Tsuruha will reply to your inquiry. 

There is a reaction to the previous year, but the gross margin for dispensing itself seems to have decreased a 
bit, but the fact that dispensing is contributing to the overall gross margin is what is boosting the gross margin.  

There was also a slight improvement in gross profit from pharmaceuticals, including some cold remedies, 
which came back at the last minute. 

I think there is also another review of purchasing by the group and some synergy effects like this, but those 
are the main factors. 

Questioner D [Q]: I see. Are there various categories of purchasing of the Group being reviewed? Do you feel 
that cosmetics are particularly large? 

Tsuruha [A]: No, everything. 

Questioner D [Q]: Okay, everything. I see. I understand. Thank you very much. 

In your earlier explanation, I think you mentioned utilities costs. If you look at your company's utilities costs 
as a whole, what percentage of SG&A expenses, for example, did they exceed the internal plan for the fiscal 
year under review, May 2022, and at the current pace.  
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How much do you expect them to increase next fiscal year? This may be difficult since it is related to the price 
of crude oil, but I would appreciate some additional information on the impact of the increase in utilities costs. 

Murakami [A]: Murakami would like to reply. Since the figures themselves are not disclosed, I will explain 
them as approximate figures. 

Utilities are a little more than 1% of sales. Therefore, the amount of utilities expense in 3Q is about JPY7 billion 
as it is now. 

Of this amount, almost the majority is for electricity. In response to this, as I think I mentioned earlier, the 
cumulative total is about JPY900 million, which is a positive figure compared to last year. This is a positive 
growth of about JPY500 million in 3Q alone. We are looking at, probably in the low 110%, perhaps in the low 
110%. 

Since each electric power company has its own contractual arrangements, the electricity rates are subject to 
individual negotiation and revision as of April, and also to a sliding scale every three months depending on 
the price of crude oil. I believe this will be the case. 

Questioner D [Q]: I understand. Thank you very much. Lastly, I would like to ask you about the medical fee 
revision mentioned earlier, as well as a little outlook for the next fiscal year. 

First of all, just to confirm, the number of prescriptions for the group, if you look at the full year of the fiscal 
year under review, I think it would be roughly around 10 million prescriptions. I would like to start with the 
image that about 70% or 80% of the 42 basic fee points were received, is that correct? 

Tsuruha [A]: Yes, roughly that much. 

Questioner D [Q]: That's the image you have. I understand. Then, if you were to drop 10 points there, it would 
not be a billion yen, but it would be close to that amount, and it would be a bit severe. At the same time, 
there are a number of factors that have contributed to the increase in costs, and I think demand is also a bit 
tight. 

In this situation, I feel that it is not easy to continue to increase profits as you have done so far, but you would 
like to strengthen the dispensing division, improve the efficiency of various sales promotions through DX, and 
improve gross profit through PB. I would like to see the company's outlook for the next fiscal year and beyond. 
Not details are fine, but I would like to know a little bit about what you are thinking now. 

Tsuruha [A]: Thank you. As you mentioned, the ratio of the basic dispensing fee is approximately 80%, and 
while this is a tough percentage, it is not that high compared to other pharmacies with strong dispensing 
capabilities. 

Regarding generics, the percentage of loss is quite high for Tsuruha Holdings, so there is some impact, but 
compared to other companies, the loss is not so great yet. 

As I mentioned earlier, to be honest, we have not yet been able to collect all of the additional fees, so we 
believe that we will be able to cover this and increase the number of prescriptions. That is the policy. 

Questioner D [Q]: I see. By the way, the percentage of prescriptions that are now receiving additions is very 
low. I would imagine a few percent, or something like that. 
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Tsuruha [A]: Yes, that's right. The percentage of so-called "additional fees to the regional support system" is 
still less than 10% of the total. Frankly speaking, this is where we were behind, but we believe it is also where 
we can still take it. 

Questioner D [M]: I see. I understand. Thank you very much. 

Yamazaki [M]: Thank you very much. 

Next person. Go ahead. 

Questioner E [Q]: Thank you for your nomination. I would also like to ask about the dispensing section similar 
to Questioner D. 

I heard that the latest compensation revision will force a reduction in the basic fee. Also, if the basic fee for 
dispensing is no longer one, I am wondering if it will be much harder to get the additional fees to the regional 
support system. 

Under these circumstances, I have heard from dispensing chains that they have been very strict with 
dispensing chains. Drugs are currently profitable, and I have heard that there is a view that drugs may become 
a little more difficult in the future, with the style being to take what you can get. 

In such a market environment, your company is now planning to strengthen its dispensing facilities, but will 
you continue to do so in the future? 

You mentioned earlier that it might be possible to get the additional fees to the regional support system, but 
if the basic dispensing fee is reduced from one, I think it will be quite difficult to get the additional fees to the 
regional support system. Could I hear about your strategy if you have? Please. 

Tsuruha [A]: Thank you. You are right, and I have heard that this so-called hurdle for the additional fees to 
the regional support system will be very high. I have heard that you have to clear about eight out of nine items 
to get the so-called 39 points. 

On the other hand, if you clear three items, you get 17 points for clearing a low hurdle, and this is how they 
do it. Of course, it would be better to get a high score, but I think the policy will be to take what we can get at 
this low hurdle, the lower ranks, first. 

In the dispensing business, of course, profitability and profit margins will tend to decrease due to the 
upcoming revisions, and this is not the first time that this has happened. Even so, customers are still coming 
to us in this realistic manner, and since we are still in such a situation, we believe that this is a very important 
growth driver that will continue, given these advantages and the fact that the overall profit margin is still high, 
even though the dispensing category is declining among our categories. That is all. 

Questioner E [Q]: I understand. At this point, are you at the point where you are thinking that dispensing is 
still one of the more promising line lobbing options? 

Tsuruha [A]: Naturally, the dispensing market should be as large as the drug market, maybe JPY8 trillion. We 
are still in the process of competing for a piece of the pie, but I think this is a category or a part of the pie that 
we have not yet fully captured, and we have high expectations for its growth. 

Questioner E [M]: I understand. Thank you very much. 

Yamazaki [M]: Thank you very much. I am sorry, but the time has come even though there are still people 
who have questions.  
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We will now conclude the briefing. 

This concludes the presentation of the financial results of Tsuruha Holdings, Inc. for the third quarter of the 
fiscal year ending May 15, 2022. Thank you very much. 

Tsuruha [M]: Thank you very much. 

Murakami [M]: Thank you very much. 

[END] 

______________ 
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