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Q1

What are your growth strategy and investment approach for the Healthcare segment under the
new Mid-Term Management Plan?

In addition, regarding the silica gel production capacity shown on page 33 of the IR presentation,
if demand exceeds expectations by FY2030, is there a possibility of additional investment? Is such

additional investment included in the total capital expenditure of ¥67 billion in the new MTMP?

Al

Capacity expansions at the Amagasaki and Matsuyama plants are scheduled to begin operations in
April 2028, with a plan to establish a production system approximately twice the scale of FY2025.
We believe this will enable us to meet demand through FY2030 and beyond. The decision to
undertake large-scale investment in a concentrated manner was made after comprehensively
considering advantages in terms of minimizing downtime and reducing construction costs.

At present, we expect that this investment will allow us to meet demand through around 2035.
Additional investments are not included in the current MTMP, but if demand exceeds our
assumptions around FY2030-2031, we believe it will be necessary to consider further capacity

expansion.

Q2

What led to the upward revision of your long-term outlook for silica gel, and how do you assess

the competitive environment?

A2

We raised our demand outlook based on factors such as a reassessment of growth in the obesity
treatment market beyond FY2030, further penetration potential in the U.S. market, increases in
disposable income in China and India, and demand stimulation resulting from drug price revisions.
Regarding the competitive environment, there have traditionally been several competitors both in
Japan and overseas. While there appears to be new entry in emerging markets, we hold
approximately 70% global market share in silica gel for pharmaceutical purification and recognize
that our products are increasingly becoming the de facto standard. In addition to offering around
300 different grades and maintaining high product quality, another strength is that there is no
difference between pilot-scale products and commercial-scale products, allowing customers to use

our products with confidence.

Q3

Have there been any changes in the ramp-up of the GLP-1 market in India and China?

A3

Both markets are progressing steadily. In China, we believe demand may exceed our initial
expectations. The number of GLP-1 manufacturers is very large and far beyond the level of 10 or 20
companies. In addition, we believe there may be exports from China to regions such as South
America, suggesting that demand could expand further going forward.

India shows a similar trend. For earlier-generation GLP-1 products, follow-on manufacturers have

obtained FDA approval, and sales have begun in the U.S. and Canada.
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Q4

What level of investment is planned for polymer gel within the Healthcare segment?

A4

Polymer gel is a collaborative project with Mitsubishi Chemical Corporation, where development
and manufacturing are handled by the partner, while our company is responsible for marketing and

sales. Therefore, no capital investment on our side is planned in the new MTMP

Q5

To what extent are ADME gel and VHH antibodies incorporated into earnings contributions under
the new MTMP?

A5

ADME gel is primarily used for medium-molecule nucleic acid pharmaceuticals. The nucleic acid
drug market is growing at a double-digit annual rate and is said to have reached approximately $6.6
billion as of 2024. We expect it will continue to grow at a mid-teens rate going forward.

While we have taken a somewhat conservative view and have not significantly incorporated this into
the MTMP we are receiving inquiries from overseas, and sales for nucleic acid applications are
expected to begin contributing from this fiscal year.

For VHH antibodies, we have invested in RePHARGEN and Epsilon Molecular Engineering. These
companies are responsible for development and customer support, while we are responsible for
production. We plan to install small-scale bioreactors in FY2026 and scale up in FY2029,
incorporating sales from FY2026 and expecting contributions to reach several hundred million yen

by the final year.

Q6

Could you explain the details of the shipment timing differences for silica gel that occurred in
FY2025?

A6

Shipment timing differences arise due to customer circumstances and the timing of production for

different product grades. In FY2025, products shipped by us in December were held as inventory at
overseas subsidiaries and shipped to customers in January, crossing the fiscal year and resulting in a
difference of several hundred million yen.

This impact was identified after the FY2026 budget had been formulated and has therefore not

been incorporated into the current plan.

Q7

In previous Mid-Term Management Plans, the company pursued expansion through both Basic
Chemicals and Functional Chemicals under the AC/EP chain. How has your strategic direction

changed?

A7

The AC/EP chain remains the core of our business; however, in Basic Chemicals, we are not
considering expanding the business aggressively, such as through acquisitions of other companies’
electrolysis operations. Many electrolysis facilities across the industry have been in operation for 50
to 60 years, and the sector has entered a phase where large-scale investments are required to
rebuild its fundamental strength.

At our company, rather than simply maintaining existing facilities, we plan to implement resilience

and cost reduction investments aimed at achieving another step forward in efficient production,
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including improvements in unit consumption.
On the other hand, we intend to actively expand our Functional Chemicals business and focus on
the early commercialization of new products.
In the long term, our approach is to expand earnings through the growth of Functional Chemicals

without becoming overly dependent on the Healthcare business.

Qs Will electrolysis facilities be updated at other plants as well?
Also, is there a possibility of investment arising from the reorganization of the Mizushima

complex?

A8 Of the ¥32.5 billion allocated for resilience and cost reduction investment, the main focus is the
electrolysis facilities at the Okayama plant. Electrolysis equipment typically requires renewal every
20 to 30 years, depending on the equipment.
Other plants will also require updates to auxiliary electrolysis facilities, and these are included in the
resilience and cost reduction investment. These replacements will be carried out sequentially while
minimizing downtime, over several years, and we expect this series of investments to be largely
completed within the current MTMP period.
There are no investments associated with the reorganization of the Mizushima complex, but from
the perspective of reducing GHG emissions, we are planning investment in bio-propylene as part of

the strategic investments in the current MTMP.

Q9 In Functional Chemicals, profit growth is relatively modest until FY2028 and then accelerates

thereafter. What is the reason for this?

A9 In electrodes, we expect improvements in profitability as cost-effective grades are introduced. In
addition, as indicated in our product pipeline, new businesses are planned to come on stream, and
we expect these to begin contributing from FY2028 onward. We hope this helps you understand

that profit growth will accelerate after FY2028 as these factors begin to contribute.

Q10  If additional investment in silica gel becomes necessary, is there a possibility that the shareholder

return policy in capital allocation will be changed?

Also, do you intend to gradually increase the total payout ratio under the MTMP?

A10 The capacity expansion investment for silica gel is scheduled to be completed in 2028. If demand
significantly exceeds current projections by around 2030, we may consider additional investment
while taking overall balance into account. However, since the actual cash outflow would likely occur
after the current MTMP period, we do not expect any change in our shareholder return policy (a
total payout ratio of 70% or higher).

Under the current MTMP, we aim to maintain a total payout ratio of at least 70% each year.
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Qn The new MTMP includes a significant enhancement of shareholder returns, with the total payout

ratio raised to 70%. What is the thinking behind this decision?

A11  Amid the trend of reducing cross-shareholdings, we have been advancing internal discussions on
capital policy. Through this process, we came to recognize that it is important to provide
appropriate returns to shareholders who contribute to enhancing corporate value.

We believe that providing steady returns will help expand our shareholder base and promote
shareholding, ultimately leading to further enhancement of corporate value.
We are continuing our efforts to reduce cross-shareholdings, and the results will be disclosed in the

upcoming notice of the general shareholders’ meeting.



