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Aim to Become a Strong Organization
Capable of Sustained Global Growth by
Leveraging the Strengths of Science & Technology and
Maximizing the Power of our Human Resources
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COO Message

Representative Director, President & COO
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Reflecting on the First Year as President and COO

Last year, my first as President and COO, was a very fulfilling time for me
as the company made significant progress towards the achievement of
our 2025 Goals, “Global Pharma Innovator with Competitive Advantage in
Oncology,” with the decision to form a strategic alliance with Merck & Co.,
Inc., Rahway, NJ, USA. | am also very pleased that we were able to contribute
significantly to the public health and the security in Japan by supplying DAIC-
HIRONA®, the first mRNA vaccine for COVID-19 made in Japan. This achieve-
ment is a testament to the strengths of the Science & Technology generated
by our people.

Once again, | am reminded that the source of our global growth
lies in our people. We are building a solid foundation to bring together
highly specialized talent globally, leveraging our strengths in Science &
Technology to create innovation, and to deliver these innovations to
patients around the world.

One of the areas | have focused on is engaging in dialogue with our
employees. During the “President’s Caravan” conducted in FY2023, |
visited all our business locations in Japan, conveyed the company’s

management policies and my thoughts, and engaged in two-way com-

munication with approximately 9,000 employees. Through the caravan,
| felt that employees began to perceive the company’s challenges and
goals as their own. This experience also significantly heightened my
expectations and confidence in the mutual sustainable growth of em-
ployees and the company. In the rapidly growing Daiichi Sankyo, | have
the impression that many employees see opportunities to create their
own careers through proactive career development. One thing | often
convey to employees is the concept of an “Accountable Mindset,” which
is the awareness to proactively take action, considering oneself part of
the problem until the desired outcome is achieved, to break through the
status quo. | believe that when diverse talents from around the world
embrace this mindset and find alignment between the company’s Pur-
pose and their own, we can create strong engagement, fostering strong

organizations capable of continuous growth.

S-year Business Plan to achieve the 2025 Goals of becoming a ‘““Global Pharma
Innovator with Competitive Advantage in Oncology”’

Three years have passed since we announced our 5-year business plan
(FY2021-FY2025) aimed at achieving the 2025 Goals of becoming a “Global
Pharma Innovator with Competitive Advantage in Oncology”. The four
strategic pillars towards realizing our 2030 Vision of being an “Innovative
Global Healthcare Company Contributing to the Sustainable Development

of Society” are all progressing smoothly.

Realization of Maximizing 3ADCs
Maximizing the product value of the three DXd ADCs (Enhertu®, Dato-DXd,
HER3-DXd, hereafter referred to as 3ADCs), which are ahead of the curve

in commercialization and development, is the most important issue of the

current 5-year business plan. Enhertu, launched in 2020, is contributing to
patient treatment at a pace exceeding initial plans through steady market
penetration, expansion of launch countries and regions, and acquisition
of additional indications, meeting the expectations of the medical field.
Following Enhertu, Dato-DXd and HER3-DXd are also progressing smoothly
in their development, with preparations accelerating for their launch in
FY2024. For HER3-DXd, along with I-DXd and DS-6000, we have entered
into a strategic partnership with Merck & Co., Inc., Rahway, NJ, USA to
deliver these treatments to more patients faster. We are working towards
maximizing their value through joint development and promotion. In antici-

pation of increased demand for DXd ADC products with the acceleration of
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commercialization and development, we are also focusing on strengthen-

ing our production capacity.

Profit Growth of Existing Businesses and Products

Lixiana®, a product that generates stable profits, is steadily increasing
its sales in Japan, Europe, and the Asia-Pacific and Latin American re-
gions. Furthermore, the sales of products such as Tarlige®, Venofer®, and
Nilemdo®/Nustendi® are also steadily increasing. The profits generated
from these medicines serve as a source of investment for the sustainable
growth of DXd ADC products and other initiatives. In addition, the transfor-
mation towards a revenue structure centered on new drugs is progressing
smoothly in each country and region, accelerating the shift towards a

business structure that supports sustainable profit growth.

Identification and Establishment of Further Growth Pillars

For I-DXd and DS-6000, accumulating favorable clinical data has further
enhanced their product potential. As a result, we have positioned them as
growth drivers following the 3ADCs. We are accelerating R&D activities
by evolving our previous R&D strategy “3ADCs and Alpha” to “5DXd ADCs
and Next Wave.” Additionally, we are advancing research and development
towards selecting post-DXd ADC modalities, such as initiating clinical trials

for the second-generation ADC DS-9606.

Create Shared Value with Stakeholders.

We have made progress in addressing pandemic risks, including the
supply of DAICHIRONA, the first mRNA vaccine for COVID-19 made in
Japan. Additionally, we have made progress in addressing environmental
issues by joining “RE100,” an international initiative aiming to use 100%
renewable energy for business operations. We are transitioning to renew-
able energy at our own sites and have begun engaging with business
partners to reduce the environmental impact across the entire value chain.
Additionally, we are fostering the One DS Culture across the entire Group,
and creating an environment where the organization can move more co-
hesively towards its goals by promoting the mutual sustainable growth of

employees and the company through the practice of Core Behaviors.

Over the past three years, the growth of Enhertu has significantly
exceeded initial plans, achieving substantial sales and profit growth. As
details will be provided in the message from CFO Ogawa, the revenue
for FY2025 is projected to reach 2.1 trillion yen, exceeding the target by
500 billion yen due to increased revenue in the oncology business. The
core operating profit margin before R&D expenses is aimed to achieve the
initial plan of 40%. Additionally, by improving capital efficiency, we aim to
achieve our target of an ROE of 16% or higher. We also aim to enhance
shareholder returns further, targeting a DOE of 8.5% or higher, exceeding

our initial goal of 8%.

For the CFO message, click I

Towards Sustainable Growth Beyond FY2025

We are working to expand our pipeline to realize our 2030 Vision of be-
coming an innovative global healthcare company contributing to the sus-
tainable development of society, and to drive sustainable growth beyond
that. Needless to say what truly supports this growth is our people. It is
our people who generate the strengths in Science & Technology, and it is
also our people who strengthen the entire value chain to develop inno-
vations and deliver them as products to patients. Going forward, we will
strengthen our investment in human resources, continuously developing
and enhancing them and enriching our intellectual property, including
our pipeline, products, technologies, know-how, and information, to drive

future growth.
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Meanwhile, in the dynamic and highly competitive environment sur-
rounding us, we must swiftly adapt to rapid changes inside and outside
the company that impact our business. To facilitate our response to
such changes, we are aligning our management and human resources
strategies, advancing internal reforms, and creating an environment to
acquire, develop, and enable the success of talent that will drive global
management and business. Currently, we are actively advancing global
recruitment and development, while also globalizing our organizational
structure and establishing a unified global human resources system. Our
corporate culture, the One DS Culture, is creating a highly engaged and di-

verse workforce, fostering an environment that generates competitiveness
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and advantages through the practice of Core Behaviors. Fostering the One
DS Culture contributes to our performance, internal and external collabo-
rations, and most importantly, our ability to create innovative pharmaceuti-
cals that meet diverse medical needs.

The results of the Global Engagement Survey for FY2023 show that the
overall score has increased by 2 points from FY2022, and scores for all
questions have improved compared to the previous year. Through positive
feedback from many employees, we were able to sense their commitment
to contributing to patients around the world. The efforts towards fostering
a “culture of learning,” which has been a challenge, have also improved
the related engagement scores. We will continue to make organization-
al efforts in learning and create an environment where employees can
actively share their successes and failures and discuss root causes and
potential solutions.

It is also very important to support each employee’s challenges and
develop internal talent who can lead and execute the next transformation
with a global mindset. Through the practice of Develop & Grow, one of our
Core Behaviors, we aim to foster a “culture of learning” where employees
acquire new skills in addition to their existing experiences and knowledge,
and a “culture of nurturing” where organizational leaders and senior em-
ployees take the lead in development efforts.

Furthermore, considering the rapidly changing business environment

and the evolving skills required of employees, we are advancing “Project

COOQO’s Commitment for the Future

Corporate Governance Data Section Sustainability Report

EPOCH” to further optimize the entire Japanese organization, including
group companies, and to further promote globalization from Japan. To al-
locate talents to new areas and roles where needed, we are implementing
personnel transfers along with talent development programs that ensure
the acquisition and enhancement of new expertise through practical work
in the new positions. This initiative aims to encourage employees to proac-
tively consider their careers and support their new challenges in required

roles and tasks.

For details on the specific initiatives of Project EPOCH, click m

Developing global leaders is also one of our top priorities. In April, we
launched the “DS Academy” with CFO Ogawa as its inaugural dean, aiming
to cultivate leaders who will lead our global organization. This academy of-
fers various programs to help participants acquire advanced management
skills and leadership capabilities. Among these, we believe it is highly sig-
nificant to deepen understanding of Daiichi Sankyo’s over 100-year history
and DNA, and to discuss the strategies our company should adopt for the
future.

Additionally, by adopting a new global management system that in-
cludes the appointment of senior members outside of Japan, we are
strengthening the global management foundation that supports our busi-

ness growth.

Traditionally, Japan has a concept known as sanpoyoshi or the “Three-Way
Good,” which means “Good for the seller, good for the buyer, and good for
society.” This idea holds that business should be beneficial for all parties
involved—ourselves, our customers, and society. In modern terms, this
means creating shared value with multiple stakeholders, which is precisely
Daiichi Sankyo’s value co-creation model. We aim to grow as a company
by realizing our Purpose and contributing more to patients. The resources

obtained from this growth will be returned to each stakeholder in a bal-

anced manner. It is crucial for us to be a company that is recognized and
continuously meeting the expectations of society, where all stakeholders
can benefit from our growth. As a leader in Daiichi Sankyo, | will continue
to take responsibility and put this into practice. We will continue to actively
communicate with all our stakeholders and work together to advance our

management.
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Dialogue on Human Capital

Outside Director (Independent Director),
Chairperson of the Nomination Committee

Takaaki Nishii

Representative Director,
President & COO

Hiroyuki Okuzawa

Talent Strategy of the Daiichi
Become an Innovative Global

‘We had a discussion between Outside Directors and Inside Directors regarding the challenges and future initiatives of Daiichi Sankyo

Group's human resources strategy towards achieving the 2030 Vision of being an innovative global healthcare company contributing to

the sustainable development of society.

Please tell us about the corporate culture, strengths,
and initiatives of the Daiichi Sankyo Group.

Okuzawa We regard our people as the most important asset in manage-
ment, and we continuously strive to develop them in order to realize our
Purpose: “Contribute to the enrichment of quality of life around the world.”
Our Group is experiencing globalization at an unprecedented speed and
scale, driven by the rapid expansion of our oncology business. We believe
that the growth and increased engagement of each employee are essential
to supporting this rapid business growth. At the core of Daiichi Sankyo
Group, an innovative pharmaceutical company, lies a commitment to “put-
ting patients first” and “making decisions based on science.” We are con-
vinced that all employees embrace these two mindsets as the foundation
for their daily activities and decision-making. Because of this, we believe
our strength lies in our ability to unite and tackle even the most difficult

challenges together.
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Matsumoto When our Group shifted to the oncology business, there was
a challenge of whether the existing culture could support our growth
strategy. To become an organization that acts with a sense of speed as
One Team globally, we analyzed what was lacking and what needed to be
strengthened. Based on the results, we formulated our Core Behaviors. We
then redefined and articulated this as the One DS Culture, incorporating
it into our Purpose, Mission, Vision, and Core Values. Since it is important
for the management to be united in order to promote the widespread
understanding of the corporate culture, we first brought together around
200 global leaders several times, including the members of the Executive
Management Committee (EMC) and their direct reports, to deepen their
understanding of the importance of the One DS Culture. Furthermore, in
2022, we appointed Culture Ambassadors in each organization to pro-
mote the cultivation of the One DS Culture. We feel that the Ambassadors
around the world who are advancing this initiative have created a positive
movement, leading to the widespread penetration of the One DS Culture.
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Outside Director (Independent Director),
Chairperson of the Compensation Committee

Sawako Nohara

Corporate Governance

Data Section Sustainability Report

Director, Executive Officer,
Head of Global HR, CHRO

Takashi Matsumoto

Sankyo Group Aiming to
Healthcare Company

What do you think of the initiatives of the “One DS
Culture” and the strengths in terms of talent and
organizational culture?

Nohara While the globalization of Japanese companies often involves
importing overseas talent strategies and human resources systems, our
Group has fostered the One DS Culture without overly conforming to for-
eign workplace cultures. Instead, we have recognized and appreciated
the strengths and differences of each culture, promoting mutual harmony.
| believe this approach, distinct from what I've seen before, is uniquely
characteristic of our company. As a result, many key positions in our
overseas units are held by non-Japanese members who have worked with
us for many years. We have numerous talented individuals who resonate
with our company’s culture and values. Additionally, at the FY2024 Senior
Management Meeting held this April, which was attended by about 160
core members from global units, | got the impression that all departments

are working organically towards the 2030 Vision, fulfilling their roles to
maximize profitability and contribute to patients. | believe our Group has
become a workplace that is fulfilling, shares common goals, and inspires
dreams.
Nishii Not only diversity but also the promotion of inclusion towards our
Vision is undoubtedly one of our strengths. Currently, we are aiming to
become a world-class company in the field of oncology, but it must have
been quite challenging to find the path from the cardiovascular domain to
oncology. Specifically, since we are a Japanese company, there is a cul-
tural tendency for long-term employment within a single company. On the
other hand, there can be a mismatch in values with the talent employed to
expand our business primarily in Western countries. In creating the One DS
Culture, | believe there must have been many conflicts, but | can sense the
strength that has come from overcoming these challenges. In pursuing our
Purpose and Vision, the business environment can change rapidly, and it is
essential that our strategies adapt flexibly to these changes. Additionally,
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Dialogue on Human Capital

all companies face the risk of organizational unrest and the breakdown of
inclusion during times of poor performance. We strongly feel that, armed
with the experiences we have overcome, we are currently in a period
where we are leveraging Daiichi Sankyo’s strengths to pursue our Purpose
and Vision.

Please tell us about the positioning and importance
of human resources in our Group aiming to achieve
the 2030 Vision.

Okuzawa Despite the Tokyo Stock Exchange’s “PBR below 1 issue,” our
company’s PBR is currently at a very high level of 6 (as of the end of July
in 2024). There is off-balance-sheet corporate value (intangible assets,
products, and pipeline) that far exceeds the net assets on our balance
sheet, and it is undoubtedly our employees who are creating this value.
That is why we position our human resources as the most important invis-
ible asset bearers. We believe that a condition for a sustainable company
under our 2030 Vision: “Innovative Global Healthcare Company Contribut-
ing to the Sustainable Development of Society” is to consistently have our
exceptional talent continue building intangible assets. | love the sanpoyoshi
(benefit for all three parties) philosophy of the Omi merchants, and | want
all our global employees to embrace this management philosophy. We aim
to promote the belief that we always thrive and are supported within the
development of society.

Matsumoto To realize a company that continually builds intangible assets,
it is crucial to understand the talent needed and to undertake initiatives
to bridge the gap between the current state and the desired outcome in
terms of talent acquisition and development. For example, as our business
shifts from a focus on small molecules to biopharmaceutical, there is a
shortage of biopharmaceutical talent in various areas such as develop-
ment, manufacturing, and quality assurance. Therefore, we are placing a
strong emphasis on increasing biopharmaceutical talent both in Japan and
internationally. Additionally, we believe that it is essential to develop talent
capable of competing on a global scale. In March 2024, we established the
Daiichi Sankyo Group People Philosophy, which serves as the foundation
for our human resources initiatives aimed at globalization. Through this,
we conveyed the message to all employees that people are our most im-
portant asset. We aim to establish a foundation where we can effectively
secure, develop, and enable our talent to thrive, no matter where they are
in the world.

Please tell us about the current challenges and
the-direction for strengthening our talent.

Nishii As a prerequisite for securing and developing talent, we believe
that further discussion is needed regarding our desired state in 2030.
Healthcare is a very broad field, and clearly defining the type of healthcare
company we aspire to become is a significant challenge. During the con-
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sideration of our next 5-year business plan, we need to clearly define our
Vision and have thorough discussions to clarify the type of talent required.
We believe that the strategic partnership with global mega-pharma com-
panies has not only yielded results in oncology but has also had a signifi-
cantly positive impact on our talent and organizational culture. We hope
to progress towards our 2030 Vision by learning from the strengths of our
global partner.

Okuzawa | believe we have gained many valuable insights and experienc-
es through partnering with a global mega-pharma company. We aim to see
our Group grow into a true global company, one that can genuinely stand
shoulder to shoulder with mega-pharma companies. To achieve this, we
will first transform the EMC into a truly global management team. Since
the EMC members are the heads of each unit, it can sometimes appear
as if silos are being created within the scope of their respective roles and
responsibilities, and the representatives of these silos coming together.
While it is understandable and necessary to value one’s own organization,
as EMC members, we want to build a One Team that sets aside individual
units to engage in discussions and decision-making for the overall optimi-
zation of our Group.

Nishii A good example from the EMC is the discussion of the 2024 budget.
The increase in initial R&D costs, which deviated from the budget guide-
lines, was identified as a challenge. However, it was adjusted precisely
within just a few months. The process at that time was neither a top-down
approach nor a simple bottom-up process. Instead, it involved thorough
discussions between each EMC member and their respective team mem-
bers, and decisions were made after reaching a consensus. Deciding to
prioritize R&D funding over the immediate profits of one’s own organiza-
tion is not an easy decision, and | believe it was a remarkable example of
decision-making as a team. | believe this was possible because the long-
term value of helping more patients in the future is shared across the
entire company.

Nohara As the competition for talent domestically and internationally
intensifies, the challenge is how to demonstrate our Group’s position and
continue to attract top performers. | believe that improving our recognition
and branding overseas to attract both talent and intellectual property is
also necessary. From the perspective of empowerment of women, while
our Group is highly regarded for its efforts among Japanese companies,
there is still a significant gap between Japan and other regions. The prog-
ress of globalization presents an opportunity to introduce overseas sys-
tems, ideas, and strengths into Japan, driving transformative change. Until
now, discussions and measures to accelerate empowerment of women
have been primarily led by Japanese members. However, | believe that by
involving a more global team in these discussions moving forward, we can
also drive changes in the domestic environment.

Matsumoto As globalization progresses within each unit and organization,
we are currently working to unify our approach to evaluations, grades,
and compensation globally to avoid conflicts between Japanese and inter-
national practices. At the same time, we are advancing the development
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of HR Information System, and we believe that once these supporting
systems are in place, we can finally move on to the talent management,
which is the next step. While it's important for Japanese employees to be
able to compete globally, it's also crucial to establish a foundation that
supports career development and enables overseas members to envision a
long-term career with our company. Additionally, as Director Nohara point-
ed out, there are significant challenges regarding empowerment of women
in Japan, and we need to develop systematic initiatives to globalize our
approach to nationality and diversity as well.

Finally, please share your expectations for human
resources strategies and strengthening human capital,
aswell as how you plan to be involved.

Nishii In aiming to become a global healthcare company, the perspective
of digital transformation (DX) is indispensable for the future. In advancing
transformations using technology, traditional Japanese practices and
age-based role definitions may become obstacles. | am interested in how
human resources (HR) will address and resolve these challenges. | believe
that HR innovation is needed not only in terms of nationality and gender
but also in recruiting and empowering those who have fresh and new
knowledge in the digital field, and | would like to focus on this aspect.

Nohara The essence of Inclusion & Diversity goes beyond correcting for-
mal disparities such as gender, nationality, or age. It involves cultivating
an organizational culture where members with diverse values and exper-
tise can engage in broad, multi-faceted discussions and create something
meaningful from that dialogue. Many Japanese companies predominantly
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hire new graduates, which can lead to a somewhat standardized work-
force. Moving forward, it is important to acquire and include talent with
diverse careers, areas of expertise, and values to create a more inclusive
workplace. | will also support the spread of such thinking and actions
throughout all workplaces.

Matsumoto | am determined to develop and promote a robust human re-
sources strategy that supports our business and management strategies.
Currently, our development pipeline is attracting talent, but | have a dream
of becoming a company where our culture and people act as a magnet,
drawing others in. | aspire to create a workplace and company, both in
Japan and globally, that makes people think “Daiichi Sankyo puts people
first, and it’s the people themselves that are the excellence of the compa-
ny” and “l want to work for Daiichi Sankyo.”

Okuzawa I'm glad we had such a meaningful and in-depth discussion.
Our company has established the organizational culture known as “One
DS Culture,” which encompasses our Purpose and Mission, the 2030
Vision, Core Values, and Core Behaviors. By embedding these throughout
the entire Group, we aim to foster and strengthen a global sense of unity. |
believe it is most important for me, as the leader, to deeply commit to and
actively practice these principles myself. Through this commitment, | aim
to contribute to all our multi-stakeholders, including patients, sharehold-
ers, and employees, as a part of the Daiichi Sankyo Group.

As a leader, | will effectively convey our corporate philosophy, commit-
ment to stakeholders, strengths in Science & Technology, and emphasis
on human capital through two-way communication and dialogue with
stakeholders. | value the feedback we receive from stakeholders and aim

to utilize it into our management practices.
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Special Feature

Daiichi Sanky

““ People”

Generating
~ our Continued Innovation

Daiichi Sankyo Group is accelerating growth through the global expansion
of our oncology business, with a particular focus on antibody-drug
conjugates (ADCs), aiming for continued growth toward 2030 and beyond.
To adapt to the rapidly changing business environment and contribute
to a greater number of people worldwide, we are striving for further
optimization across the entire organization. This approach aims to
maximize our existing pipeline while continuously fostering the next wave
of innovation.
The strength of our Science & Technology (S&T) capabilities, rooted in
Japan, and the "people" of Daiichi Sankyo who have demonstrated this

strength, has continuously served as a driving force for innovation across

different eras. We aim to further strengthen our research and development

capabilities by harnessing the full potential of each employee. By
optimizing human capital to adapt to changing market conditions and
achieving a transformation towards a more productive and efficient organi-
zation through globalizing our talent, we will realize our sustainable value

creation.
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The Accumulated R&D Capabilities of
Daiichi Sankyo

A Strong R&D DNA Inherited Over the Years
as a Drug Discovery Company

Since our founding, our Group has grown by leveraging the strong R&D
DNA that has been honed over many years, as a Japanese pharmaceutical
company since its founding. We began our journey with the extraction
of Adrenaline, the discovery of Oryzanin®, and the domestic production
of Salvarsan, expanding our business with a focus on in-house drug
discovery. Subsequently, we have continued to release numerous global
products such as olmesartan and edoxaban, which were developed from
the S&T of our former companies.

Our Group has research laboratories in Japan that possess world-class

—

Daiichi-Sankyo

EST_
2007
(]
Prasugrel
o
Olmesartan
o
PY Levofloxacin

Pravastatin

research and development capabilities and have developed new cancer
therapies, including Enhertu®. These institutes serve as the foundation for
our in-house drug discovery. To achieve sustained growth beyond 2030,
we are committed to investing in our in-house drug discovery foundation
and leveraging our global research innovation hubs to continuously

improve the productivity of our research functions.

(
DAICHIRONA®

Valemetostat
PY Trastuzumab deruxtecan
PY Mirogabalin
Edoxaban
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Laninamivir

Shinagawa 1908 Kasai 1938 Shinagawa (Present) Kasai (Present)
Incorporated as drug Creating and cultivating Research capabilities Development capabilities
discovery-oriented com- innovative pharmaceuticals producing groundbreaking executing large-scale global
panies originating from in Japan products globally clinical trials successfully
Japan
1902 1965 1989 2002

Launched Adrenalin (prod-
uct name: Adrenalin), the
world’s first adrenal cortex
hormone agent to be ex-
tracted successfully

1910

Discovered the world’s first
vitamin B1 (Oryzanin) from
rice bran, establishing the
foundation for the theory of
vitamins

1915
Realized domestic produc-
tion of Salvarsan, a treat-
ment for syphilis, which
was a common disease in
Japan

Launched tranexamic acid
(product name: Transam-
in®), an anti-plasmin agent

1981

Launched ticlopidine (prod-
uct name: Panaldine®), a
drug that pioneered anti-
platelet therapy

1986

Launched loxoprofen
(product name: Loxonin®),
an anti-inflammatory and
analgesic drug that is
now also available as an
over-the-counter (0TC)
medication

Launched pravastatin (product
name: Mevalotin®), a cholesterol
-lowering medication developed
by applying biological fermenta-
tion technology, which revolution-
ized the world of medicine as an
antihyperlipidemic agent.

1993

Launched levofloxacin (product
name: Levaquin®), a broad-spec-
trum oral antibacterial agent that
left a mark on the history of not
only Japan but also the entire
world with its broad spectrum of
antibacterial activity

Launched olmesartan (product names: Olmetec®, Benicar®), an
antihypertensive agent on the global market. Japanese launch took place in
2004.

2009
Launched prasugrel (product name: Effient®), an antiplatelet agent
developed for the global market

2011

Launched edoxaban (product
names: LIXIANA,® SAVAYSA®),
an anticoagulant developed for
the global market

* 53

2020

Launched trastuzumab deruxtecan (product name: Enhertu), an anti-cancer
agent developed for the global market that utilizes our proprietary DXd ADC
technology
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Innovation is Driven by Excellent “Talent”
and the “Organization” that Makes Best Use of Them

The foundation for creating innovative pharmaceuticals in response to
evolving needs is built on Daiichi Sankyo’s strengths in S&T, such as “sci-
entific assessment capabilities” and “technological capabilities to refine
medicines,” developed over a long period. This foundation is driven by the
“people” at Daiichi Sankyo who generate these innovations.

@ Organizational Culture that Promotes Innovation: Our company
has an organizational culture that nurtures highly specialized talents
who have long tenures and continue to pursue scientific research. This
environment fosters innovation within our organization. Additionally, our
culture promotes diversity, including the active participation of women and
international talents and experts. This diversity contributes to the creation

of further innovations.

@ Creation of Education and Growth Opportunities at Overseas
Research Laboratories: Our company creates opportunities for many
researchers to study at overseas research laboratories with cutting-edge
science. The growth and development of these employees lead to their
active contributions upon returning to our research laboratories, thereby

revitalizing the organization.

© Human Resource Enhancement in Key Areas: Our top-class

achievements in drug discovery research have attracted exceptional talent

Message from the Head of R&D Division

in Japan. By continuously hiring outstanding talents, we aim to strengthen
our workforce of employees with scientific and technological expertise.
In addition, we strategically reassign highly skilled researchers within the
company to key areas, fostering the development of specialized drug dis-
covery talent. Furthermore, the high level of trust from management to the
R&D organization leads to a strong motivation for the entire organization
and individual researchers to produce results, creating a positive cycle that

generates new value.

Attractive
pipeline

Acquisition and

development of
A pipeline outstanding talents
that continuously
produces
the necessary talent
sustainably

For more information on Daiichi Sankyo’s pipeline, click [IET3TI
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Further enhancing the strengths of S&T
for the continuous creation of innovation

Measures to strengthen science capabilities

In our research, we are focusing on multi-modality research with the
goal of creating a new pillar following DXd ADC. We are advancing the
application of Data-Driven Drug Discovery to various modalities and
further promoting Research DX, including the smartification of our re-
search laboratories. Additionally, we will further expand our Research
Institutes established in Boston and Munich. In translational research,
which connects research with clinical trials, we aim to improve the

success rate of clinical trials through patient selection and dose

optimization, and achieve precision medicine in real-world clinical
settings. In addition to advancing various analytical technologies such
as omics and pathology, we will leverage the vast analytical data
obtained from clinical trials of our extensive pipeline to strengthen our
understanding of diseases and patient backgrounds, and to elucidate
mechanisms. We will also further develop systems to utilize these

clinical insights in exploratory research.

Strengthening organizational culture and human resources

In addition to the accumulation of experience in continuously creating
innovative pharmaceuticals, Daiichi Sankyo’s strength lies in respect-
ing individual craftspersonship and fostering an organizational culture
where open and free exchange of ideas is encouraged. Through hosting

internal academic events such as R&D Forums and Science Symposium,

Tissue and Cell Research Center Munich
Area: Munich
Research Institute Munich

Area: Munich

Kasai Research and Development Center

Shinagawa Research and Development Center

we aim to activate and deepen communication, while also advancing
global talent development and proactive career recruitment, particularly
in the development sector. Our achievement of creating DXd ADC at-
tracts outstanding talent and enables further strengthening of our S&T

capabilities.

\GResearCh Institute Boston

Area: Boston

Tatebayashi Hiratsuka Pharmaceutical Technology
Biotechnology Development Center

Development

Center

Message from the Head of Therapeutic Area Strategies, Research & Development Unit

Since before the incorporation, Daiichi Sankyo has been creating numerous new medicines. From the
1980s onwards, we have contributed to global healthcare by developing renowned medications such
as Mevalotin, Cravit, Olmetec, Lixiana, and Enhertu, and have experienced substantial growth. The Shi-
nagawa and Kasai research centers have served as the breeding grounds for such drug discoveries. With
exceptional researchers coming together and keeping patients in mind, our research laboratories engage
in the daily challenge of drug development. A culture of collaboration has taken root, where full and frank
discussions occur, and individuals mutually enhance each other. In the development process, we have
gained valuable experience through the formulation and implementation of development strategies that
significantly transform the standard of care (SOC) in various therapeutic areas, allowing us to deliver our
innovations to a greater number of patients. We believe that our growing research and development tal-
ents, along with this cycle of challenges and learning, form the foundation for the next wave of innovation

and serve as the continuous source of our S&T strength.

DAIICHI SANKYO GROUP VALUE REPORT 2024

Head of R&D Division
Executive Officer

Toshinori Agatsuma

I’'m proud that Daiichi Sankyo is committed to building a culture of learning by reflecting on successes
and failures. This will be vital to achieving our Purpose and Mission. The concept of "Intelligent Fail-
ure," also known around the world as "kaizen," is deeply rooted within the Daiichi Sankyo organiza-
tion.In some business cultures, there is a prioritization of moving on to new challenges immediately
after a project is completed, rather than taking the time to reflect. However, even if we make mistakes,
| believe it is crucial to reflect on our actions by focusing on facts rather than judging people, and we
can promote next challenges through this Lessons Learned processes by broadening our perspective,
sharing with other teams, and accepting new discoveries flexibly. | believe this is extremely important
to maintain our excellent DNA rooted in Daiichi Sankyo, which continuously generates innovation.
Expanding this concept of "Intelligent Failure" to more functions and sections throughout our global
organization will further enhance Daiichi Sankyo's strengths in Science & Technology and drive our
initiative for growth.

Head of Therapeutic
Area Strategies,
Research &
Development Unit
Daiichi Sankyo, Inc.
Corporate Officer

Atsushi Tsukamoto

DAIICHI SANKYO GROUP VALUE REPORT 2024
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Strengthening Talent for Achieving
an Innovative Global Healthcare Company

Approach to Human Capital Strategy

We empower our people as they are the most important asset. To
achieve our Purpose and Mission, we aim to maximize human capital
through the promotion and development of talent across various
areas of the value chain, striving for mutual sustainable growth
for both employees and the company. All business activities are
supported by talent, and we believe that acquiring diverse talent and
implementing effective human capital management in our global

business expansion are sources of competitiveness. In our Group,

HR measures to expand human capital = Input Output of HR measures

® Acquire S&T talent

Power ¢ Reallocate talent to areas to be strengthened

indi\?ifdual © Train biopharmaceutical talent, global talent,

4 EH G
= S @ =]

and DX talent strategy = s 3 g2
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= 5 g

Power © Maximize individual potential by improving Develop talent who can flexibly e E H &
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numbers e Develop a shared global learning platform v tak hall d =3 =] X3
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management and employees through Establish an environment and f 2 =Y

the President’s Caravan . . 2 =3 )

o Spread the One DS Culture and Global 18D~ f°s‘e’|a culture in ""h:(ch s ] 5

power  ® Promote health management and work-life employees canwork —~  — é 3 E

of balance energetically and productively 3 =

synergy 2 &

® Transform into a global management

structure
© Build a new, shared global HR system —>
@ Introduce a shared global HR information

system

Realization of a talent portfolio
linked to the management —

Develop organizations and HR
infrastructure to accelerate
global collaboration

“human capital” is defined as a combination of three elements:
“Power of individual” (strengthening individual strengths), “Power
in numbers” (continuous supply of talent to areas of focus), and
“Power of synergy” (structures, systems, and measures to create
synergy among people and organizations). In line with our business
strategy, we monitor the various elements of human capital that
need strengthening, while working on evaluating the effectiveness of
measures and further enhancing human capital expansion.

Vision ofthetalenTtegy
linked to the management

strategy
= Human capital outcome

-
[
=

=
=}
17}
@

Maximize human capital |

Global Initiatives

We have established a global common top-level concept and guideline
known as “People Philosophy,” and based on this, we design and pro-
mote each HR measure. We are also committed to fostering a global
common corporate culture, “One DS Culture,” and through the practice
of the three Core Behaviors, we strive to build trust across functions
and regions and achieve collaboration. Since 2022, we have been im-
plementing the “Core Behavior Awards,” which recognize and reward
employees who embody Core Behaviors, to promote and encourage
these Behaviors. Additionally, to promote sustainable growth through
global collaboration, we are advancing the construction and implemen-
tation of a global common HR system and HR information system.

In the FY2023, we have seconded 111 employees from Japan to the
United States, 32 employees to Europe, and 22 employees to Asia, Cen-
tral and South America. This allows for talent development through ex-
posure to different cultures and management practices. Also, we have
11 employees seconded from overseas group companies to Japan, fa-
cilitating mutual exchange and development opportunities. Additionally,

DAIICHI SANKYO GROUP VALUE REPORT 2024

to support further employee growth, we have created global standard-
ized content and conducted coaching and feedback training targeted at
management positions. Furthermore, we have established the “Global
1&D Statement,” which clearly outlines our stance and approach to
Inclusion & Diversity (I&D) both internally and externally. We believe that
having all employees be accepted and able to fully demonstrate their
abilities leads to global business expansion and the creation of innova-
tion.

Number of employees transferred under the secondment program
(as of FY2023)

Number of
Department Areas to be transferred  seconded employees
us 111
Japan EU 32
Asia, and Central and 22
South America
Overseas Group Companies  Japanese domestic 11

About Daiichi Sankyo Value Creation Story
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Global Culture Initiatives: Comment from Core Behavior Awards Recipient

As Daiichi Sankyo Europe GmbH consists of diverse backgrounds, having a mutual culture to unite
us is very important to collaborate with each other. To exchange ideas and best practices about Core
Behaviors, | held “Culture Talks” for members from different departments. I'm deeply honored to be

recognized for embracing “Collaborate & Trust”. It highlights how building trusting relationships can

lead to real innovations and team success.

Global Corporate Planning Management
Excellence EUCD
Graduate Trainee

Eva Papamichali

Initiatives towards Developing Specialized Professionals

Our Group is experiencing accelerated global growth, and the business
environment is changing rapidly. As a result, the skills required of em-
ployees are also changing significantly. To robustly support this situation,
we have identified our specialized professionals as “Biopharmaceutical
(process development, manufacturing, quality assurance, etc.),” “Global
Business,” and “DX” as key areas for strengthening. We have established
organizations responsible for developing specialized talent in these areas
and are constructing systematic training programs. Additionally, to

increase the number of specialized professionals, we implement an inter-

Specialized Professional Development (Focus Areas) Desired Talent Profile

nal recruitment system (Career Challenge Program) to support employees’
autonomous career development and reskilling efforts. Furthermore,
to foster a “culture of learning and training” within the organizations
responsible for development, we conduct “Trainer-Trainee Training”
aimed at developing essential mindsets and skills for both trainers and
trainees. We are planning to invest approximately 1 billion yen starting
from the FY2023 towards developing specialized talent in three areas,
including investment in necessary manufacturing facilities for the devel-

opment of biopharmaceutical professionals.

Individuals who thoroughly understand the manufacturing processes related to biopharmaceuticals

(Antibody Manufacturing Process
Biopharmaceu- Development)

and can conduct process development research that contributes to drug discovery research and cost
reduction of 5DXd ADCs.

tical

Individuals who understand the manufacturing processes of biopharmaceuticals and can demonstrate

Professional (Quality Control/Assurance, Regulatory
Affairs, Manufacturing)

expertise within the technology unit and across the entire value chain to advance biopharmaceutical-
related operations.

Global Professional
(Global Business Areas in Various Departments)

Individuals who can rapidly and equitably share information and decision-making globally, possess global
skills (such as proficiency in English, cross-cultural adaptability, and an international perspective), and are
capable of performing global tasks regardless of their location.

DX Professional

Individuals who understand both the business requirements and digital/data aspects across the Daiichi

(Global DX and DX-Related Business Areas in Vari-  Sankyo Group's value chain, and can drive DX transformation in existing businesses and operational

ous Departments) processes.

3

Expected Outputs and Outcomes

By implementing the above human capital measures, our
Group believes that we can achieve the enhancement
of S&T and global talent, support individual growth, and
establish an organizational culture and environment

where diverse talents can thrive. To deliver innovative

pharmaceuticals and treatment solutions to people
around the world, we aim to maximize human capital
and strengthen our business foundation. This will drive
the transformation into a highly productive, innovative

organization and achieve sustainable value creation.

DAIICHI SANKYO GROUP VALUE REPORT 2024
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Creating Shared Value with Stakeholders

To achieve our Group’s Purpose to “contribute to the enrichment of quality
of life around the world,” and continuously enhance corporate value, it is
essential to understand and respond to various demands, including unmet
medical needs from a constantly changing society, and to reflect these in our
corporate activities. In our current 5-year business plan, we have positioned
“creating shared value with stakeholders” as one of our strategies. We actively
engage in dialogue with all stakeholders, including patients, shareholders/

investors, society, and employees. We will integrate the expectations and needs

based on diverse values identified through dialogue, into our management
strategy as sustainability challenges that we should address. By aligning with
our business activities, we will create unique value that only our company can
provide. Through constructive dialogue with our stakeholders, we will continue
to build and maintain healthy and productive relationships with those who are
significantly impacted by our Group’s activities and decisions, or who influence
our Group’s business. We aim to become a company that earns even greater

trust from society.

About Daiichi Sankyo Value Creation Story

Corporate Governance Data Section

Sustainability Report

IEEETH Dialogue for Promoting Human Rights Due Diligence

Daiichi Sankyo Group Stakeholders

Patients and their Families Employees

Healthcare Professionals

Local Communities

w [ Daiichi Sankyo

Business Partners

\‘ / \ Group @
Shareholders and Investors \x _u[][I_ %& / Natural Environment
@ @ Governments, Administration,

Regulatory Authorities,
Payers (Insurer)

-

Purpose of Stakeholder Engagement

Understand the daily lives, needs, and hopes of patients and their families, through analyzing feedback and quality of life data from patients and healthcare profession-
als. Aim to improve the quality of life of patients and help them have an enjoyable life with their families with smiles on their faces by incorporating the results of this

Enhance therapeutic options and transform the standard of care by creating innovative pharmaceuticals and providing useful information to healthcare professionals to

Further enhance mutual understanding and growth by providing disclosures based on the principles of transparency, fairness and continuity, including actively sharing

Patients and
their Families o N
analysis into our initiatives.
Healthcare
Professionals improve treatment satisfaction levels and understand the needs of healthcare professionals.
Shareholders

and Investors

mid-to-long-term strategies, initiatives for sustainable growth, and other management information that will help shareholders and investors understand the Company,
while reflecting their opinions in corporate management through constructive dialogue from a mid- to-long-term perspective.

Business
Partners

Grow together and enhance mutual value over the long term as trusted business partners by seeking their understanding of the Group’s approach to sustainability
based on the Business Partner Code of Conduct (BPCC) and promoting initiatives to create a sustainable society that takes human rights and the environment into
consideration.

Employees

Create an environment in which employees are highly engaged, grow as individuals, and thrive by respecting the diversity of each employee and promoting and devel-
oping human resources in each area of the value chain. Promote the mutual sustainable growth of our employees and and the Company.

Local
Communities

Enrich the quality of life around the world by collecting information on local needs, including local diseases and healthcare delivery systems, and using this information
to provide the necessary human resource development and medical services in each region to advance and strengthen the healthcare infrastructure.

Natural
Environment

Accurately grasp environmental conditions and social needs, reduce the environmental impact of our activities throughout the value chain, including by conserving
resources and recycling resources, and reduce mutual risks between our business and the natural environment.

Governments,
Administration,
Regulatory Authorities,
Payers (Insurer)

Contribute to ensure and expand access to drugs for patients around the world by building appropriate relationships of trust with national governments, administra-
tions, regulatory authorities, and payers (insurer), and by ensuring appropriate evaluation of drug innovations, which will lead to a sustainable R&D investment cycle for
creating innovative pharmaceuticals to address unmet medical needs.

DAIICHI SANKYO GROUP VALUE REPORT 2024

On October 16, 2023, Takashi Fukuoka, Head of Global Corporate Strategy
overseeing our company’s human rights initiatives, participated in the Round
Table on Business and Human Rights for senior executives hosted by the
UNDP'. Mr. Fukuoka exchanged views on promoting human rights due diligence
(Human Rights DD) with domestic and international experts, institutional inves-
tors, and CEOs and related executives from seven leading Japanese companies

with global operations. He shared initiatives and challenges related to human

——

e

AUSINESS

Business and Human Rights Roundtable Attendees (October 16, 2023)

rights in business and reaffirmed the importance of top-level commitment to
promoting human rights. By deepening our understanding of external opinions
and the excellent initiatives of other companies, we will further accelerate the

implementation of Human Rights DD within our group.

*The UNDP (United Nations Development Programme), with support from the Japanese government,
held this roundtable session as part of the “Business and Human Rights Project” aimed at corporate
management.

For more information on our human rights initiatives, click m

IEEETH Dialogue with Access to Medicine Foundation

Our Group has established Daiichi Sankyo Policy on Access to Healthcare and is working on “expanding

access to healthcare” to deliver innovative pharmaceuticals to more patients around the world. Given the
nature of our business, which has a strong focus on oncology, we recognize the challenges in reaching
low- and middle-income countries. Therefore, we are engaging with the Access to Medicine Foundation
and leading investors to improve access to healthcare. We are engaging in the initiative jointly with the
Foundation in collaboration with our lead investor, Nomura Asset Management. On behalf of the investors,
Nomura Asset Management communicated our requests and activities to the Foundation. At the same time,
we received a great deal of feedback on the current status and challenges of our Group, which reaffirmed
the importance of our information disclosure regarding access to healthcare. Additionally, through this en-
gagement, the Foundation gained the opportunity to consider the significance of our efforts for expanding

access to healthcare.

@ This initiative was featured in Nomura Asset Management’s Responsible Investment Report.
https://www.nomura-am.co.jp/special/esg/library/ri-report.html

For more information on our access to healthcare initiatives, click m

Dr. lyer, CEO of the Access to Medicine Foundation, and Dr. Manabe, our
CEO, held discussions on the challenges related to access to healthcare
for Daiichi Sankyo products

(October 15, 2023)

Message from the Lead Investor, Nomura Asset Management

Our company participates in many international initiatives that address social issues, and we place sig-
nificant importance on the activities of the Access to Medicine Foundation. Since 2023, we have been
responsible for collaborative engagement with Daiichi Sankyo as the lead investor. It is not easy for
Japanese pharmaceutical companies to enhance access to healthcare due to limited infrastructure such
as distribution networks in low- and middle-income countries, to enhance access to healthcare. In this
context, Daiichi Sankyo’s efforts to improve access through its partnership with AstraZeneca are an excel-
lent initiative. We are very pleased that through engagement, we were able to convey the significance and

initiatives of the alliance model to the Access to Medicine Foundation, leading to a reconsideration of their

evaluation of Daiichi Sankyo.

Nomura Asset Management Engagement
Engagement Dept., Inagaki (left)
Responsible Investment Dept., Takeuchi
(right)

DAIICHI SANKYO GROUP VALUE REPORT 2024
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Patient

Centricity

In our Group, “Patient Centricity” means that our corporate slogan, “Passion for Innovation.

Compassion for Patients.”,” which embodies our shared commitment of all employees to being a

58]

Initiatives

| Initiatives in the Value Chain

source of hope for patients in their treatment journey, is at the core of our corporate activities. We
continually focus on patients and strengthen various initiatives across the entire value chain to

further contribute to their well-being.

Passion for Innovation. Compassion for Patients.®

Drug discovery Clinical Sales/
and research development Information provision

Understand unmet medical needs Develop new patient-oriented dosage forms, com- Provide evidence for efficacy, safety, etc. according
(COMPASS™ activities) bination drugs, and LCM formulations, and improve to the needs of healthcare professionals and pa-
packaging tients and implement a drug risk management plan

Promote utilization of PRO™ in clinical trials {311 2]

Direct to patient activities: Supply investigational Provide medication assistance and respond to
Promote patient-focused drug drugs to the homes or nearby facilities of patients inquiries from healthcare professionals and patients
development (PFDD™) Example © who are unable to go to hospitals due to infectious

+Prepare straightforward and easy-to-understand clinical
trial-related explanatory documents

-Send Thank You Letters to participants

-Prepare and publish Lay Summary®

disease outbreaks or other circumstances

Implement an EAP”® and patient support program

Collaboration with patient groups and patient advocacy activities (Solutions to problems related to policies and programs from the patient’s perspective,

support for the educational activities of patient groups, etc.)

*1 Patient and Public Involvement

*2 Compassion for Patients Strategy. Initiatives to understand the realities of diseases and treatments, as well as patient needs through communication with patients.

*3 Patient Reported Outcome: Patient-centered endpoints focusing on QoL and patient experience
*4 Patient-Focused Drug Development
*5 A summary of clinical trial results written in plain, easy-to-understand language

*6 Expanded Access Program: A system for providing unapproved drugs in clinical trials conducted from a humanitarian perspective

@ CSPV Initiatives to Ensure Patient Safety

The CSPV (Clinical Safety & Pharmacovigilance) Unit has set a 2030 Vision to become
a “Global Unit which contributes to ensuring patient safety by providing high quality
safety information in a timely manner for all products while expanding oncology prod-
ucts and new modality from development to post-marketing.” We lead proactive safety
monitoring and risk management throughout the entire product lifecycle from develop-
ment to post-marketing and ensure Patient Safety.

We implement various initiatives to ensure the safety of our medicines and enable
patients in need to use them as quickly as possible, while complying with regulations
in each country. The concept of Patient Centricity is the fundamental principle of our
safety management..

For example, we have programs that allow patients to

and partner companies.

We tailor our activities to the regulations and conditions of different countries
around the world, by collecting safety-related needs from healthcare professionals
and patients in various countries, sharing those safety issues and developing safety
management strategies.

In Japan, we have established an information provision system using a real-time
side effects search system. This system enables us to quickly provide healthcare
professionals with the latest side effects information, including detailed clinical
courses for individual patients. This helps reduce the risks of side effects and im-

proves treatment continuity for patients.

Activities of CSPV: Proactive Safety Monitoring and Risk Management

access our products imported from overseas prior to new drug

approval and market launch. Even in such exceptional cases,

Verification of the effectiveness of risk minimization measures

AN

to ensure patient safety, we implement various measures such Provision of risk Collection, evaluation,
as conducting training for healthcare professionals, distributing n minimization measures - ° ° o n and management of

and safety information

materials explaining proper usage, and continuously monitoring

i safety data
Patient Safety

usage conditions. These efforts ensure that treatments are B Analvsis of safety dat . . . Monitoring of side
nalysis or safety aata o
administered appropriately. effects occurrences

Additionally, under the leadership of the CSPV Unit, we im-
plement safety management through close collaboration with

the development department, medical affairs department,

DAIICHI SANKYO GROUP VALUE REPORT 2024

Maintenance and enhancement of the CSPV fundamental system
Strengthening of governance structure and safety monitoring, including affiliate
companies Reinforcement of management for a globally unified system

About Daiichi Sankyo Value Creation Story

Message from the Head of GSPV Division

Medicines become truly effective only when “top-quality pharmaceutical products” are combined with the
“provision of appropriate information.” Additionally, no matter how excellent a drug’s efficacy may be, there
is no medication without the risk of side effects. It is important to analyze the safety and efficacy information
of pharmaceuticals, evaluate them based on the benefit-risk balance, and provide the necessary information
to ensure that our products with excellent efficacy are used appropriately. The CSPV Unit upholds the “Patient

First” mindset and implements safety monitoring and risk management globally throughout the product

Corporate Governance Data Section Sustainability Report

Head of CSPV Division

lifecycle, from development to post-marketing. We strive to provide timely and appropriate usage information

Wada Kento

so that healthcare professionals, particularly physicians, can offer optimal treatments to patients, ensuring that

patients can use our products with confidence.

@ Promoting the Use of Patient-Reported Outcomes (PRO)

Our Group actively utilizes Patient-Reported Outcomes (PRO), which
incorporate patients’ subjective assessments of symptoms, Quality of Life
(QOL), and other factors into clinical trials. For Enhertu®, the PRO-DUCE study
conducted in Japan demonstrated that breast cancer patients who
used electronic Patient-Reported Outcomes (ePRO) monitoring via

devices such as smartphones, in addition to usual care, showed a significant

improvement in QOL scores compared to the usual care group. Additionally, the
DESTINY-Breast02, 03, and 04 trials have also demonstrated significant control
and improvement of health conditions, such as fatigue and pain, during the
treatment period. Moving forward, we will continue to utilize PRO to accurately

capture the patient’s perspective and pursue further contributions.

© Patient-Focused Drug Development (PFDD) Reflecting Patients’ Voices in Drug Development

Reflecting “patients’ voices” in clinical trials leads to reduced burden on patients,
improved understanding, enhanced quality of clinical trials, and accelerated
progress, ultimately allowing new drugs to reach patients more quickly. Since
2022, we have established a specialized team within our development function
dedicated to executing Patient-Focused Drug Development (PFDD) initiatives that
reflect “patients’ voices” in drug development. This team has built a framework
for timely communication with patients and clinical trial coordinators, focusing
on the review of clinical trial-related materials and actively engaging in Patient
and Public Involvement (PPI). As specific examples of our activities, we not only
review clinical trial protocols and informed consent forms (ICF) but also provide
lay summaries and Thank You Letters”. Based on the feedback from patients,

we have made changes to clinical trial plans, including adjustments to in-hospital

| PFDD Framework

waiting times for patients, the testing schedule related to the initiation of investi-
gational drug administration, and the relaxation of exclusion criteria. For the ICF,
we addressed issues such as literal translations from English that resulted in
awkward Japanese expressions, insufficient explanations of medical terminolo-
gy, and sentence structures that could easily lead to misunderstandings. These
improvements have been incorporated into the templates for clinical trial-related
documents. Currently, PFDD initiatives are being implemented in Japan. However,
we plan to expand these efforts globally by taking into consideration ICH and FDA
guidelines and collaborating with our overseas Group companies. Moving forward,
we will strive to contribute to better healthcare by promoting and strengthening
industry-wide efforts to reflect "patients' voices" into clinical trials.

*7 Acard that includes a thank you message to clinical trial participants and information about the disclosure of
clinical trial results.

Feedback
1.Patients channel Patient advocacy group ——— Face to face review
Clinical trial project team ——> PFDD Team
2.CRC Channel Service provider Surve
(CRC Board) P y
*Clinical Research Coordinator
Feedback

DAIICHI SANKYO GROUP VALUE REPORT 2024
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Patient Centricity Panel Discussion

Outside Director (Independent Director) Executive Officer, Head of Medical Affairs Division,

Japan Business Unit Special Assignment on Patient Centricity

Shizuko Ueno

Yasuhiro Komatsu

Towards Realizing Daiichi Sankyo's
Patient Centricity

~ Listening to Patient Voices, Collaborating for Shared Value

As one of the strategic pillars of our current 5-year business plan, "Creating Shared Value with Stakeholders," we have
strengthened the promotion of Patient Centricity as a core of our business activities throughout the entire value chain. In
this regard, we organized a panel discussion involving the Outside Director with experience in clinical medicine and public
health, the Patient Centricity Special Assignment, and top managements from our global organizations, who are leading
Patient Centricity initiatives in the oncology and specialty areas to exchange opinions on our Group's perspective regarding

Patient Centricity.

Global Head of Advocacy & Strategic Relations,
Global Medical Affairs, Oncology

Head of European Specialty Business Unit

Oliver Appelhans
Gissoo DeCotiis

DAIICHI SANKYO GROUP VALUE REPORT 2024

About Daiichi Sankyo Value Creation Story

Ueno | was appointed to Patient Centricity Special Assignment starting this
fiscal year. Patient Centricity is a vital value for our Group, as it serves as a
core of our business activities. To further contribute to patients, the entire
Group must share the understanding of Patient Centricity and strengthen it
globally and cross-functionally. In this panel discussion, | would like to share
our activities based on our compassion for patients, and exchange opinions
on Patient Centricity, focusing on the challenges faced in the medical field. |

hope to convey our concept of Patient Centricity to all our readers.

Introduction of experiences, insights,
and current positions regarding Patient
Centricity

Ueno First, Dr. Komatsu, could you share your opinions on the current state
of Patient Centricity in the medical field, based on your own experiences and
insights?

Komatsu When considering Patient Centricity, direct care for patients, the
hospital management & administration, research and policy initiatives are
important. Among these, the essence of Patient Centricity at the direct care
level is to share common goals and values between patients and healthcare
professionals”™. In the healthcare field, there has been an increasing em-
phasis on healthcare that takes into account the values and perspectives of
patients. However, despite our efforts as healthcare professionals to under-
stand and explain what is important to patients and provide healthcare, there
is still a challenge of patients unable to voice the questions they want to
ask. It is necessary to build a trusting relationship where patients can freely
communicate so that healthcare providers can truly understand their needs.
40 years ago, the paternalistic model was predominant in healthcare where
physicians decided the treatment for the patient and obtained patients'
consent. However, nowadays, Shared decision-making, which involves col-
laboration between healthcare professionals and patients, considering both
medical and patients' needs, is highly valued. In my opinion, the essence of
Patient Centricity is to discuss what is most important and optimal for each
patient and reach a mutually agreeable conclusion.

Ueno Next, | would like to ask Gissoo and Oliver about promoting Patient
Centricity within our company. Based on your own experiences and insights,
could you tell us how you are fulfilling your roles?

Gissoo As the Head of Advocacy, Global Oncology Medical Affairs, | encour-
age our internal and external stakeholders to be focused on the needs of the
patients and always keep the patient at the top of their mind when they go
through their day-to-day work. Particularly in the field of oncology, asking
patients’ perspectives about their lived experience with cancer and consid-
ering how to meet the unmet needs of the patients is very important. For
example, we strive to incorporate the voices and perspectives of patients
throughout the development process, from preclinical stages to late-stage

*1 https://doi.org/10.1377/hlthaff.2012.1133
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clinical trials all the way to commercialization and every step in between.
What we truly aim for is "inclusion" of patients in the entire process to share
their valuable lived experiences which will make our processes more robust
and patient centric.

Oliver Looking back at the start of my career in the pharmaceutical indus-
try, | worked as a sales representative 20 years ago. At that time, | had the
opportunity to experience direct exchange with patients, by educating and
raising awareness among patients. It also left me with the fundamental un-
derstanding that patients really must be the foundation of our decision-mak-
ing.

This experience perfectly aligns with the concept of Patient Centricity
that our Group aims for. One concrete example of putting this experience
into practice is the launch of Lixiana®, the anticoagulant, in Europe, where |
collaborated with Arrhythmia Alliance, the leading global Patient Organization
in the field of arrhythmias. Together, we promoted various initiatives and
educational campaigns with a patient-centric approach. Additionally, while |
served as General Manager at Daiichi Sankyo Germany, | established strong
relationships with patient organizations such as the German Stroke Founda-
tion and the German Hypertension League. We discussed the current status
and challenges of cardiovascular diseases (CVD) with diverse stakeholders
from the patient’s perspective and provided support to improve quality of life
(Qow).

Global Initiatives for Patient Centricity

Ueno Please provide specific examples of initiatives and achievements relat-
ed to Patient Centricity in the oncology and specialty fields.

Gissoo The Global Patient Advocacy team that | lead primarily focuses on
cancer patients, caregivers, and other like-minded stakeholders. We focus
on activities that add value to patients through our pharmaceutical products
and services and enable cancer patients to live longer and better lives with
less side effects. Specifically, we actively engage with many patients to gain
a better understanding of their daily lives and the challenges they face in
their treatment, access to medicines, mental health support and overarching
survivorship needs. Additionally, we engage with over 900 patient advocacy
groups worldwide throughout the year. We are actively collaborating with the
most suitable organizations to establish long-term relationships and jointly
develop programs such as awareness-raising campaigns and educational
initiatives that will help patients’ quality of life. Regarding the process, we
developed the Patient Steering Committee that reflects the patients’ voices.
Within this committee, we have identified challenges for cancer patients and
are conducting activities to tackle the challenges based on our Advocacy
Engagement Strategy (see Figure 1). One of the goals of our Advocacy En-
gagement Strategy is to identify the unmet needs of patients in the disease

areas of interest to our pipeline assets. For instance, many cancer patients
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face various challenges such as a not being aware of clinical trials or under-
standing of biomarker testing. To address these issues, we collaborate with
relevant organizations to raise awareness of the importance of testing and
to provide support in improving patient access to clinical trials and increase
biomarker testing rates. Additionally, we conduct surveys to directly ask pa-
tients about their reasons for choosing specific treatments or clinical trials,
and we also established advisory committees with a focus on patient expe-
riences with ADCs in both the US and Europe. These initiatives provide us
valuable insights. Furthermore, we support public education and campaigns
to raise awareness in order to reduce the social stigma associated with can-
cer. Our daily efforts are to improve the quality of life for patients, with the
goal for them to "thrive with cancer”, and to provide the necessary support
for patients and their families to live better and longer lives.

Oliver | will discuss Patient Centricity with a focus on CVD. CVD is a,”

| Figure1 Advocacy Engagement Strategy

leading cause of death worldwide, with Europe alone experiencing more
than 10,000 deaths per day. Additionally, it is projected that the population
of individuals aged 65 and above in Europe will reach 155 million by 2040,
further increasing the incidence of CVD. Considering this situation, the EU
Specialty Business Unit has implemented three specific initiatives. Firstly, we
established a Patient Engagement function in 2023 to strengthen our collab-
oration with patient organizations. This function is working closely with the
Oncology Business Unit Patient Advocacy team to ensure a consistent ap-
proach across our entire Group. We aim to support healthcare professionals
in managing the entire life journey of patients with cardiovascular disease
from a long-term perspective, providing comprehensive care and support.
The second is to strengthen our relationship with patient organizations. We
have conducted surveys with patient organizations in 10 European countries

and recognized that our company is widely known throughout Europe .

Strategic imperatives Actions to close gaps

- |dentify unmet patient needs in treatment on current

- Low patient awareness of biomarker testing and the impact - Direct support of PAGs, medical societies and coalitions to
increase knowledge, access and testing rates for patients

on appropriate treatment decisions

- Patient advisory committees (US and EU) focused on
compounds targets burden of disease, MOA, lived experience and ADCs

- Development of tools for physicians to engage in more
effective Shared Decision-making conversations

- Increased patient access to biomarker testing

- Improved patient AE support/management leading to

- Understanding patient lived experience including importance - Develop caregiver specific information through improved QOL PRO
of Clinical Trials, QOL, side effect management and partnerships
tolerability - Increase in patient referral to care

- Engage cancer Patients through advisory boards and

- Counter cancer stigma to avoid discrimination feeling and

surveys to better understand treatment choices and
overcome barriers adherence to regimens

- Support Public education campaigns / PSAs to reduce

stigma for lung cancer patients

and there is an expectation for further collaboration. Based on these results,
we have established cooperative relationships with 4 relevant patient or-
ganizations in Europe™ The third initiative is to raise patients’ awareness
through education and campaigns. We have launched disease awareness

campaigns for atrial fibrillation and dyslipidemia through two patient-focused

websites, to increase their literacy and also to promote the prevention in

a holistic and human-centric way.
We also provide information on CVD
through the website, “We Care for
Every Heartbeat™”, which serves as
a central hub for all activities. Fur-
thermore, in collaboration with the
Oncology Business Unit, we organize
the "0-Mamori Award" to support or-

ganizations implementing innovative
. . . . A Duichi-Sarkys. s s for ovory St

projects that contribute to improving 2

. . . As part of the "We Care For Every Heartbeat"

the quality of life, prevention, and initiative, we are conducting the European

X X i Survey of Cardiovascular Disease to assess the

education for patients. Following last  current understanding and perceptions of CVD in

order to improve early diagnosis and treatment

year's event, we are planning to hold  for patients. *The survey targets over 6,000

individuals from five countries (Germany, Italy,

the "Dyslipidemia Flash Mob" event the Netherlands, Spain, and the UK) and will take
place in October 2021

for disease awareness on this year’s World Heart Day, with the sponsorship
of three patient organizations.

Ueno | believe the collaboration with over 900 patient organizations by Pa-
tient Advocacy and the comprehensive activities in the field of CVD by DSE
are truly commendable. Dr. Komatsu, could you please provide your com-
ments on Daiichi Sankyo's global initiatives?

Komatsu | am deeply impressed by the efforts to build relationships with
numerous patient organizations and the wide range of activities incorporat-
ing Patient Centricity. | believe it is important to promote Patient Advocacy
activities based on trust relationships with those organizations, as it allows
us to provide appropriate information to patients and understand their actual
concerns and needs. Furthermore, | also hope that by utilizing various types
of media for educational activities, Daiichi Sankyo Group can contribute to

the reduction of the stigma associated with cancer.

Challenges towards realizing Patient
Centricity in the medical field

Ueno | would like to ask Dr. Komatsu about the challenges in realizing Pa-

tient Centricity in the healthcare field, from the perspective of an expert in

*2 Global Heart Hub, FH Europe, European Patients Forum, and the European Patients Academy for Therapeutic Innovation

*3 https://www.healthy-heart.org/
https://www.afibmatters.org/
*4 www.wecareforeveryheartbeat.com
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clinical and public health.

Komatsu While Patient Centricity is an important concept, many challenges
and barriers still exist. For example, in the clinical setting, there is a significant
gap in understanding between healthcare professionals and patients. Even
if healthcare professionals strive to understand patients' values, there are
still cases where patients themselves are unaware of their own needs.
Therefore, it is necessary for us to strengthen our relationship with patients
and their families and create opportunities for patients to freely express
their thoughts, in order to identify their individual values and needs. To accu-
rately understand patients' needs, we need to utilize various channels. One
initiative | am working on is the development of decision-making support
and communication tools for patients. The tool is composed of a six-page
note in which patients can record their daily lives, changes in their condition,
and any questions they may have. By sharing this with their doctors during
consultations, it enables patients and doctors to communicate smoothly and
certainly. Even patients who may hesitate to express their concerns verbally
can share information through the note. Developing such materials and tools
can be challenging for individual healthcare institutions, so | believe that
involving pharmaceutical companies and advocacy organizations in develop-

ment would be beneficial for both patients and healthcare professionals.

Challenges and expectations for the future
promotion of Patient Centricity

Ueno Oliver, Gissoo, could you share your thoughts on the challenges
in promoting Patient Centricity within your respective organizations and the
expectations for our Group in promoting further co-creation of value with
patients?

Oliver We have varying strict regulatory environments in Europe. Therefore,
significant efforts are required to communicate with patients in meaningful
ways and provide value. Patients now have access to a wealth of informa-
tion about their symptoms, diseases, and side effects, and their needs and
demands have become diverse. In particular, in recent years, the importance
of prevention has increased significantly, and patient organizations are
increasingly engaged in disease awareness and education. In the midst of
these societal changes, the pharmaceutical industry has a responsibility to
support communication between healthcare professionals and patients and
contribute to the transformation of healthcare by not only providing valuable
contributions through medicines but also enhancing patient empowerment
through the provision of comprehensive disease awareness information. In
our global market strategy, in order to enable healthcare professionals, pay-
ers, and other stakeholders to make the best choices for patients, we focus
on providing information from a deeper patient perspective and support on

their activities. Collaboration with patient organizations is essential in these
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activities. We will continue to work responsibly and build long-term trusted
relationships with patient organizations, as we believe that this is the key to
success.
Gissoo | agree with Oliver's opinion. It is a wonderful thing to have cross-or-
ganizational activities, especially when significant changes are happening
throughout our organization. Patient Centricity is a challenge that concerns
all of us. It is important for each individual, within their respective orga-
nizations and daily work, to consider how they can take actions with the
patients’ perspectives. Although some teams may not be able to engage
directly with patients, all of our work is ultimately connected to providing
value to patients. | think “listening” is the most important part, hearing what
the patient's needs are and working internally with all of our cross-functional
partners and alliance partners to be able to deliver on that promise to the
patients that we could make their quality of lives better.
Komatsu There is a concept called the Socio-Ecological Framework that is
highly regarded in public health. It suggests that various levels of interaction,
such as individual, interpersonal, community, and societal/policy levels, influ-
ence people's health and behavior. Although companies have limited contact
with individuals, society, and policy levels due to various regulations, | believe
that they can contribute to the Socio-Ecological Framework by supporting
patients in collaboration with healthcare providers. Furthermore, patient
involvement is needed to enhance the quality of clinical trials. To encourage
active patient participation in clinical trials, it is important for patients to con-
sider themselves not just as research subjects but as “co-creators of phar-
maceuticals” whose participation can benefit other patients. Through this
process, doctors and pharmaceutical companies can gain insights from pa-
tients' experiences in clinical trials and Patient Journeys. By reflecting them,
| believe we can achieve further improvement and success in clinical trials.
In addition to individual patients, social-wide public awareness initiative is
also important. This is something that cannot be achieved by healthcare
providers alone in hospitals, and | believe that pharmaceutical companies
should exert greater influence in this area.
Ueno Through today's discussion, we have gained many insights from each
specialized field. Firstly, it is necessary to further spread the mindset of Pa-
tient Centricity in all countries, regions, and organizations within the Daiichi
Sankyo Group. Everything we do as pharmaceutical companies contributes
to improving patients' lives. By carefully listening to patients' opinions and
incorporating their voices into our work and decision-making processes, we
can provide effective solutions.

Collaboration with various stakeholders, including patient organizations,
is essential for co-creating value with patients. We will continue to strength-
en communication with various organizations and work towards a better

society with Patient Centricity as our guiding principle.
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CFO Message

As we aim to achieve our 2025 goals
and realize our 2030 Vision, we are committed
to pursuing sustainable growth
by balancing investments for future growth
with shareholder returns.

Executive Officer
Head of Global Corporate Planning
and Management, CFO
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A Look Back Over the Past Year

It has been a year since | assumed the role of CFO in April 2023. Reflecting on
this past year, | find the following three points particularly significant. First, the
decision to establish a strategic alliance with Merck & Co., Inc. in the United
States. This alliance has enabled us to deliver our products to more patients,
more quickly, while also enhancing our internal capacity, resources, and
capabilities. The second significant point is that we updated the expectation
on numerical targets (KPIs) for FY2025 under our current 5-year business
plan (FY2021-FY2025) and simultaneously decided to acquire our own shares.
Over the past year, | have had the opportunity to engage in dialogue with many
investors and shareholders. Based on these engagements, | believe we have
successfully balanced future-oriented growth investments with enhanced
shareholder returns. The final point is the preparation for the launch of our glob-
al organizational structure. Aiming to become a true business partner, we initi-
ated a new global organizational structure with standardized processes in April
2024. With this structure, we believe we can now execute swift and accurate
decision-making and optimal resource allocation on a global scale, under the
leadership of the CFO. Moving forward, | am committed to continuing to provide
leadership toward realizing our 2030 Vision of becoming an “Innovative Global

Healthcare Company Contributing to the Sustainable Development of Society.”

Progress and update
on the current 5-year business plan (FY2021-FY2025)

The Daiichi Sankyo Group is working on its current 5-year business plan
(FY2021-FY2025) aimed at achieving its FY2025 target of becoming an
innovative global healthcare company with a competitive advantage in
oncology and shift to further growth to achieve our 2030 Vision. Specifically, by
implementing the four strategic pillars and strengthening the foundation that
supports these strategies, we aim to achieve our KPI targets of ¥1.6 trillion in
revenue (¥600 billion or more from the oncology business), a core operating
profit ratio before R&D expenses™ of 40%, Return on Equity (ROE) of 16% or
more, and DOE (dividend on equity ratio)® of 8% or more in FY2025, which is

Expectation on achieving FY2025 KPIs
(As of Apr. 2024)

At the time of planning 5YBP

the final fiscal year of the plan.

Three years have passed since the launch of the current 5-year business
plan, and the four strategic pillars are progressing smoothly, increasing our
confidence in achieving the FY2025 goals. | will provide an update on the
progress of “Maximizing 3ADCs” and “profit growth for current business and
products.”

Regarding the most important of the four strategic pillars, “Maximizing
3ADCs,” our global product, the anticancer agent Enhertu®, has been growing
steadily across countries and regions, exceeding our initial expectations.

In the United States, we have secured market leadership across all indications
obtained, particularly in breast cancer. While market share has grown to
a significantly high level, Enhertu represents a major shift from traditional
standard treatments, and some physicians remain cautious about switch-
ing from established therapies. Currently, we are strengthening information
provision to such physicians while aiming to further expand our market share.
In Europe, market share is steadily growing in major markets like Germany
and France, and market penetration is progressing smoothly in Italy, where the
product was newly launched in 2023. In Japan as well, prescriptions are steadily
increasing, particularly for breast and gastric cancers, securing top market
share across all obtained indications. Furthermore, in the ASCA (Asia, South &
Central America) regions, prescriptions have grown significantly, especially in
Brazil and China.

Regarding “profit growth for current business and products,” the sales of
our global product, the anticoagulant Lixiana® are progressing smoothly in
Japan, Europe, and the ASCA regions. Additionally, sales of the pain treatment
Tarlige® in Japan, the iron deficiency anemia treatment Venofer® in the U.S.,
and the hypercholesterolemia treatments Nilemdo®/Nustendi® in Europe have
shown steady growth, significantly contributing to the creation of resources for
investments in sustainable growth and shareholder returns. Furthermore, the
profits from the steadily growing American Regent, which sells iron deficiency
anemia treatment drugs and generic injectables in the United States, and Daiichi
Sankyo Healthcare, which sells OTC pharmaceutical products in Japan, are
steadily growing. It is expected that their profits will account for approximately
half of the consolidated core operating profit in FY2024.

*1 Excluding temporary income and expenses (gains/losses related to sales of fixed assets etc.) from
operating income
*2 Dividend on Equity = Total dividend amount / Equity attributable to owners of the company

As of Apr. 2024

Revenue 1.6 Tr JPY 2.1 Tr JPY
Revenue in Oncology 600 Bn JPY 1,000 Bn JPY
. e
ROE 16% 16%
DOE*? 8% 8.5%
Currency rate assumptions 1USD=105 JPY 1 EUR=120 JPY 1USD=145 JPY 1 EUR=155 JPY
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Expectation on FY2025 KPI achievement
(as of April 2024)

Based on the steady progress over the three years since the start of the current
5-year business plan, we anticipate that FY2025 revenue will reach ¥2.1 trillion,
exceeding our target of ¥1.6 trillion by ¥500 billion, driven by increased revenue
projections in the oncology field.

In FY2025, we anticipate that revenue from the oncology field will exceed
¥1 trillion within the consolidated revenue. However, the revenue forecast for
Dato-DXd in FY2025 has been revised downward due to a reevaluation of the
target patient population based on clinical trial results and adjustments to the
timeline. On the other hand, for Enhertu, we anticipate further revenue growth
in the breast cancer market based on clinical trial results. Additionally, due to
the revenue impact from the upfront payment received upon entering into the
strategic alliance with Merck in the U.S. for HER3-DXd, I-DXd, and DS-6000, we
expect oncology revenue for FY2025 to exceed ¥1 trillion, surpassing the target
of ¥600 billion by ¥400 billion.

With the increase in revenue, we expect higher costs of sales and selling,
general, and administrative expenses. However, improvements in cost ratios
due to changes in product mix and efficient, effective expense manage-
ment will enable us to continue aiming for a core operating profit margin
before R&D expense of 40%. Furthermore, as the potential of our R&D pipe-
line continues to expand smoothly, we will actively invest in research and
development for sustained growth. We aim to maintain a ROE of 16% or more.
Additionally, we anticipate that our DOE will exceed our target of 8% and reach
8.5% or more, due to improved capital efficiency and enhanced shareholder
returns.

Three years have passed since the start of the current 5-year business plan,
we strongly feel that the profit expansion phase moving beyond the investment

phase is now approaching.

Well-balanced investment for growth and shareholder returns
Cash allocation

Well-Balanced investment for growth
and shareholder returns (Cash Allocation)

During the current 5-year business plan period, we will follow a policy of
well-balanced cash allocation between investment for growth and sharehold-
er returns. Specifically, a portion of the cash allocation will be dedicated to
investment for growth (such as R&D and capital expenditures) and shareholder
returns. The remaining portion will be flexibly allocated based on the progress
of the R&D pipeline, considering a balance between further growth-oriented
R&D investments and shareholder returns.

The cash allocation for the current 5-year business plan period, comprising
the initial cash on hand at the start of the current 5-year business plan and
the operating cash flow before R&D expenses over the five years, is expected
to increase by approximately ¥900 billion to around ¥3.7 trillion compared to
the initial forecast, due to the receipt of upfront payments from the strategic
alliance with Merck in the U.S. The increased cash allocation will primarily be
used for enhancing R&D investments, capital expenditures for future growth,
and further strengthening shareholder returns.

For R&D expenses prioritized for the development of DXd ADCs, we plan to
increase the allocation by ¥450 billion compared to the initial forecast of the
current 5-year business plan, totaling approximately ¥1.95 trillion over the
five years. Of this, the R&D expenses for FY2024 and FY2025 are expected to
be around ¥1 trillion, due to the initiation of new trials for products such as
Enhertu. Compared to the initial forecast, for HER3-DXd, I-DXd, and DS-6000,
we will accelerate development to maximize product value through strategic
alliance with Merck in the U.S., which will speed up expansion trials and the
initiation of new trials. On the other hand, due to the impact of development
cost sharing from the strategic alliance, the projected R&D expenses for these
three products have decreased compared to one year ago. The resources se-

Image of cash allocation

(compared to size as of April 2021)

Source for cash
allocation
5-year during
operating CF 5-year
(before R&D Business Plan*
expenses)

— approx.

3.7 T JPY

FY2020 cash in hands

appmx.400-0 Bn JPY
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R&D Expenses
Prioritized investment for DXd-ADCs

approx 1.5 7 e

= approx.1 95 Tr JPY

— approx. 300.0 Bn JPY

CAPEX
approx. 500.0 0 v Investment focused on enhancing ADC supply capabilities

Flexible allocation depending on pipeline progress for

Flexibl
Al X t_e (Dinvestment to build pillars for further growth (in-house/external); and
ocaton (@acquisition of own shares
. Stable dividends and dividend increase that take account of
Dividends

profit growth
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cured through development cost sharing will be actively invested in initiatives
for sustainable growth, progressing towards building new pillars of growth
following the 5DXd ADCs. Additionally, we anticipate an increase in R&D
expenses due to expanded medical affairs activities (new evidence creation
and delivery) along with such as expanding evidence creation and information
dissemination related to the expansion of indications for Enhertu, and the
launch of Dato-DXd and HER3-DXd. We will also further strengthen our R&D
infrastructure including expanding our development staff to accelerate and ex-
pand the development of 5DXd ADCs and other products.

Regarding capital expenditures, we plan to increase the allocation by ¥300
billion compared to the initial forecast of the current 5-year business plan,
totaling approximately ¥800 billion over five years. The primary purpose of this
increase is to strengthen our production infrastructure, with a significant portion
allocated to enhancing the production infrastructure for DXd ADCs. We will ad-
dress the growing demand for DXd ADCs resulting from the steady growth of the
Enhertu business, advancements in the development of Enhertu and
Dato-DXd, and the strategic alliance and development progress with Merck in
the U.S. for HER3-DXd, I-DXd, and DS-6000. Going forward, we will continue to
invest in both our own production facilities and external contract manufacturing
organizations in a balanced manner. For DXd ADCs production facilities, we will
invest not only in our plants in Japan but also in utilizing our facilities in the U.S.
and Germany as DXd ADCs production sites.

We will further strengthen shareholder returns through increased dividends
in line with profit growth and flexible acquisition of our own shares. These as-

pects will be explained in detail in the following section.

Shareholder return policy

In the current 5-year business plan, we have adopted DOE as a KPI for share-
holder returns, aiming to achieve a rate of 8% or more, which exceeds the cost
of equity capital, in FY2025.

DOE is an indicator that combines ROE and the dividend payout ratio,
encompassing both capital efficiency and shareholder returns, which are
crucial for enhancing corporate value. As the company transitions to a profit
growth phase under the current 5-year business plan, it is essential to consider
dividends in conjunction with capital costs and capital efficiency. Therefore, we
have adopted DOE as our key indicator.

Regarding ROE, we aim to achieve a rate in the high 11% range

DOE (Dividend on Equity) = Total Dividends + Shareholders’ Equity
= ROE (Net Income + Shareholders’ Equity) x Payout Ratio (Total Dividends + Net
Income)

for the FY2024 and 16% or more for the FY2025 by expanding capital
efficiency through revenue growth driven by Enhertu and flexible acquisition of
our own shares.

Regarding the equity ratio, we consider approximately 60% to be an
appropriate level from both financial security and capital efficiency perspectives.
Although the equity ratio has temporarily decreased due to the strategic alli-
ance with Merck, where a portion of the upfront payment received is recorded
as deferred revenue (liability) for future sales revenue, we expect to gradually
bring the equity ratio back to around 60% over the coming years as we rec-
ognize deferred revenue as sales revenue. Regarding cross-shareholdings, we
generally do not hold listed shares, except when it is deemed to contribute to
maintaining or strengthening long-term business relationships and enhancing
our corporate value. We are progressively selling these shares, taking into
account their impact on the market and other factors.

We aim to further enhance shareholder returns through increased dividends
in line with profit growth and flexible acquisition of our own shares. With the
expansion of Enhertu sales, the likelihood of achieving the key numerical tar-
gets for FY2025 has increased, so we plan to continue increasing dividends in
FY2024, as we did in FY2022 and FY2023. Additionally, to enhance shareholder
returns and improve capital efficiency, we have decided and are implementing
own shares acquisition program with a total purchase amount of ¥200 billion
and a maximum of 55 million shares.

As a result of these initiatives, we expect DOE to exceed the target of 8% by

0.5%, reaching 8.5% or more.

Commitment as CFO
towards maximizing shareholder value

In the year since my appointment as CFO, | have engaged in discussions with
many shareholders and investors about our Group’s sustainable growth through
advancements in the oncology business and our innovative development
pipeline. Through these dialogues, | aim to enhance our company’s valuation in
the stock market. Our company aims to manage in a way that contributes to the
increase in Total Shareholder Return (TSR), which is the sum of dividends and
capital gains divided by the investment amount. As of the end of July 2024, our
market capitalization exceeds ¥11 trillion, and the PBR (Price-to-Book Ratio)
is over 6 times, indicating that our company’s value is highly appreciated by
the stock market. Moving forward, we will continue to strive for maximizing
corporate value through active dialogue with shareholders, investors, and all

stakeholders.
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Risk Management

Major Risks and Corresponding Responses

The Daiichi Sankyo Group defines “risks” as those factors that may prevent it from achieving its goals and targets and that can be predicted in advance. We

take appropriate measures against risks inherent in our corporate activities through retaining, reducing, avoiding, and transferring these risks; should risks

materialize, we promote risk management to minimize impacts on people, society, and the Group itself. The table below lists the Major Risks identified by

the Group’s Material Risks and management risks at each unit and department management level. In identifying these risks, we have taken into consider-

ation the potential impact they may have on investment decisions.
For details on our risk management system, crisis management, and BCP (Business Continuity Plan), please c\ickm

Areas

Material Risks

Risk Summary

Status of Risk Management

Research and

The potential of discontinuation of research and development, failure to obtain
approval due to changes in approval review criteria, or changes or termination
of contract terms related to collaborations in the development of new drug

Establish a Joint Committee with AstraZeneca and Merck, create a unified vision between
the two companies for each area of collaboration, and use this vision to formulate and

Dg\:}?pment 0 candidates. This includes Trastuzumab Deruxtecan (T-DXd/DS-8201: Anti-HER2 manage the progress of strategies; Ensure constant communication with pharmaceutical
ith Plantces ADC, product name: ENHERTU®) and Datopotamab Deruxtecan (Dato-DXd/DS- regulatory authorities in each country, as a means of managing and reducing risks;
Vg o al;l?er 1062: Anti-TROP-2 ADC) in partnership with AstraZeneca, as well as Patritumab Ensure distribution of manufacturing and logistics bases, and install private electricity
WRETIE Deruxtecan (HER3-DXd/U3-1402), lvnatamab Deruxtecan (I-DXd/DS-7300), and generators; Strengthen IT foundations, such as by ensuring redundancy in core systems
DS-6000 (R-DXd) in partnership with Merck.
Pha i Consistent quality assurance through the enhancement of management systems
Side Pharmaceutical products may be recalled or withdrawn from the market due to compliant with GMP and GDP standards; Reg_u \ar_ audits of group company facilties an_d
Effects and O quality issues or unforeseen side effects; significant expenses may be incurred business partners are °°”d“9t9¢ Perf_orm objective as_sessmems, reviews, and ana.\y3|s of
Qualit due to resulting llegations of injury and other maters of liability safety management information (e.g., information on side effects) globally collected; and
I“ ity 0 aleg ury | share this information with health care professionals in an appropriate manner; Provide all
SSDes employees with training in safety management information every year
" ) . Appoint risk management officers at group companies outside of Japan, and collect and
Ove!”seas 099@'0.”3 Overseas may be impacted by a nu_mber of factors, including: share information on a regular basis; When a problem occurs, the risk management officer
Business O political instability; deterioration of economic circumstances; contraventions of serves as a hub for coordinating with local Groun companies. aiding promot problem
Expansion local laws and regulations; and worsening labor management relations resolution g P P ! g prompt p
Establish systems to rapidly restore operations in the event of an emergency and to
Manufacturing Risks affecting manufacturing and procurement activities may include damage ensure stable supplies of pharmaceuticals with assured quality for the continued provision
and O to Group-owned facilities, impairment of social infrastructure, and technical of medical services; Continuously improve BCP by reviewing operations and organization-
Procurement issues al structure related to priority supply items, etc.; Periodically review list of priority supply
items
Risks include exposure to chemical substances for people both internal and
external; adverse impacts on the environment through soil and air pollution; Establish and ensure continuous monitoring of independent management standards that
Environment fragmentation of supply chains for pharmaceuticals due to extreme weather ) g orind p. . inageme h
& Safety disasters, global warming, and other phenomena related to climate change; and are more mgorpus 1hfarr1] thTogg Dset by local authorities; Disclose information according to
rising manufacturing costs negatively affecting the stable supply of pharmaceu- recommendations of the
ticals.
Intellectual ;E?egtz;zyla(i::ﬁgmasggifn’;?ﬁ? gf‘;:?pgevrv?ﬁgﬁ (éz)gltgeirrnlgrtﬂﬁtclﬁsl Group's business Maximize value and minimize risks for the creation and protection of intellectual property;
Prqperty @) or resultin legal action: the Groupy itself may Initate legal action i a third party Estaplish systems tp minimize the impact of intgllectual property disputes on business by
Rights is found to have infringed Group-owned intellectual property rights. working togethier with intemal and extemal parties
Litigati 0O Lawsuits may arise over pharmaceutical side effects, product liability, employ- Minimize legal risks and maximize business opportunities under applicable laws and
trpulon ment/labor issues, and fair trade-related litigations, among others. regulations, contracts, and dispute prevention and resolution
Laws and
Regulations and ) _— ) Revise wholesale prices and rebates in light of NHI drug price system reforms and
Regulatory Negative impact may arise from administrative measures related to drug price A Lo . . .
Trends to Limit O revisions. the healthcare system. and health insurance. distribution improvement guidelines; Draw up and implement appropriate sales contracts;
Healthcare ! Y ! ! Monitor drug price policies in each country
Expenses
Monitor business operations to detect any inappropriate activities as early as possible;
Lesal Risk 0 There is always legal risk the Group is cognizant of, including the serious risk Prevent violations through strict compliance with laws and regulations and through
G L associated with illegal conduct by executives and employees. educational and awareness-raising activities; Establish measures to prevent compliance
violations and take strict action when violations occur
Financial
Market and 0 Negative effects may result from stock market behavior, Reduce cross holdings; Implement mid-term reviews of pension fund asset allocations;
Exchange Rate interest rate trends, or exchange rate fluctuations. Execute currency hedging transactions
Fluctuations
Under the leadership of the CDX0, promoting measures related to information manage-
. - ‘ g - ment and security, and establishing policies and rules; Provide employees with continuous
H: S:Clll‘lt{. and 0 glfetm”;n\gmfegﬁ;‘?’sC;/tl;i; :Eﬁfgs\;vingr?ggigsgmglfagonﬁ dential information management training; Establish security systems with defense functions and
UL lo"t informatiori, includin e¥sonal data 9 infringement detection and countermeasure function; Strengthen information security
R anagermen 9P ! infrastructure and improve its operation; Regular monitoring of personal information

management practices

Securing Talent

Increasingly competitive job markets may result in an inability
to secure sufficient talent with the high levels of expertise required for various
roles.

Strengthening planned recruitment activities and fostering and securing talents through
diverse approaches; Establishment and implementation of a globally unified HR system

and human resource information system; Promote both One DS Culture and Inclusion &
Diversity (1&D), and analyze and improve employee engagement through global engage-
ment surveys

DAIICHI SANKYO GROUP VALUE REPORT 2024

About Daiichi Sankyo Value Creation Story

Corporate Governance Data Section

Sustainability Report

Initiatives for Information Management and Security

Our Group has established a global information security policy to ensure the
stable supply of products and the provision of reliable information to our
customers. Under the leadership of the Head of Global Information Security,
we are implementing information security measures on a global scale.
Additionally, the Chief Digital Transformation Officer (CDXO0), the chief officer in
the digital domain with information management functions, supervises digital
transformation for the entire organization and oversees the conduct of its
operations.

Our information and system assets referred to in the information se-
curity policy include information on our business units, as well as our
business partners and customers, and data, media, information systems,
and industrial systems that include the information. We have standardized
information management measures among Group companies in Japan
and are continuously assessing them to ensure thorough information
management. In information security, we have established the Daiichi San-
kyo Group Information Security Standard to enhance the level of security
measures globally. We assess compliance with these standards and imple-
ment continuous improvements based on the results. Furthermore, since
FY2023, we have transferred the information security function to the digital
transformation management department, “Global DX”, to further strength-
en information security across the entire group. To protect information
resources from security threats, raising awareness among all employees is
crucial. As part of our information security awareness activities tailored to
the specific circumstances of each company, we educate employees about
cyber-attacks and targeted e-mails, etc. on an ongoing basis.

Moreover, under the leadership of the Head of Global Information Security,

we operate a Computer Security Incident Response Team (CSIRT)?,
which conducts 24-hour security monitoring with the support of external
security partners. To effectively counter cyberattacks, collaboration with other
organizations is essential. We work closely with external expert organizations
and other CSIRTs to gather information and develop and promote security

measures. By building such cooperative relationships, we contribute not only to
the security within our Group but also to the overall enhancement of security
in society.

Furthermore, to address the risk of cyberattacks on control devices and
systems involved in the pharmaceutical manufacturing process, we are
actively promoting Operational Technology (OT) security measures.
Specifically, we are advancing security measures by designing a standard
model that organizes recommended security technologies, as well as
processes for evaluating and managing OT security risks. With these mea-
sures, we minimize risks related to quality control and stable supply, thereby
contributing to the provision of pharmaceuticals to patients.

*1 Abbreviation for Chief Digital Transformation Officer

*2 A framework for dealing with incidents relating to computer security in enterprises
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Strengthening the Management System for Safety and Quality Assurance

To deliver safe and high-quality products that patients can use with
confidence, we have established and strengthened a management system
that complies with Good Manufacturing Practice (GMP) for pharmaceutical
manufacturing and quality control, as well as Good Distribution Practice (GDP)
for ensuring the quality of pharmaceuticals during transportation and storage.
This comprehensive quality assurance approach covers the entire process,
from the procurement and storage of raw materials to pharmaceutical
manufacturing and distribution. In addition, we conduct regular audits of our

group company sites and business partners to ensure the maintenance and

enhancement of an appropriate quality management system, as well as to
reduce risks.

Regarding safety, we have established a system that enables us to conduct
safety monitoring activities on a global scale. We promote activities aimed
at minimizing risks on patient safety by evaluating, reviewing, and analyzing
safety information (such as side effect information) collected from around the
world and promptly providing the results to healthcare professionals. Addi-
tionally, we conduct annual training on safety information for all employees,

striving to foster a strong awareness of Patient Safety.
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