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Presentation
Iwata: Hello, everyone. My name is Iwata from Corporate Communications. Thank you for participating in
SHIN NIPPON BIOMEDICAL LABORATORIES, LTD.’s financial results briefing for the fiscal year ended March
2022.
We will now start a briefing session, but as the situation with COVID-19 has not yet settled down, we have
decided to hold this session again via teleconference.
First of all, I would like to introduce today's speakers from our company. This is Ryoichi Nagata, Representative
Chairman and President.
Ryoichi Nagata: Hello, everyone. This is Nagata. Thank you.
Iwata: Ken Takanashi, Executive Vice President and COO.
Takanashi: Hello, this is Takanashi. Thank you.
Iwata: Shinji Nitanda, Senior Executive Director of the Board and CFO.
Nitanda: Hello, this is Nitanda. Thank you.
Iwata: Hideshi Tsusaki, Senior Executive Director of the Board and President and Global BD of Preclinical
Services.
Tsusaki: My name is Tsusaki. Thank you.
Iwata: Ichiro Nagata, Senior Executive Director of the Board.
Ichiro Nagata: Hello, everyone. This is Nagata. Thank you.
Iwata: Here is today’s schedule. CEO Nagata will talk about our overall business, followed by CFO Nitanda who
will explain the financial results. Next, Mr. Tsusaki, the President of Preclinical Services, will explain about
Preclinical Business, followed by Mr. Takanashi, Vice President, who will explain about drug development in
Clinical and Translational businesses, and the status of important overseas investments. Finally, Ichiro Nagata,
Senior Executive Director, will explain about the Gemseki and Medipolis businesses.
Afterwards, we will take questions from the participants. The presentation is scheduled to last approximately
35 minutes, then we will have the question-and-answer session until 2:00 PM to conclude the conference call.
The presentation material was uploaded on our website today at 11:00 AM. Please check it.
Before we begin the conference call, we would like to inform a few points. This presentation may contain
forward-looking statements based on current expectations, all of which are subject to risks and uncertainties.
Please note that the actual results may differ from the forecast.
Please also note that this meeting, including the Q&A session, will be audio streamed and the script will be
made available after the meeting.
Now we will begin the presentation. President Nagata, please go ahead.
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Ryoichi Nagata: I am Ryoichi Nagata, President. Now please look at page three. There are three points I would
like to let you know today.
First, I would like to explain the results of the fiscal year ended March 2022. Both sales and profit increased
by double digits owing to the mainstay CRO business. As in the previous fiscal year, we achieved record high
profits.
In the pharmaceutical industry, research and development of new drug modalities, such as nucleic acid drugs
and antibody drugs, in addition to research and development of vaccines and therapeutics started due to
COVID-19 gain momentum. We are the only CRO which have established a system for breeding and supply of
large laboratory animals within our group, as well as an evaluation system useful for the evaluation of new
drug modalities, which has been highly evaluated by our clients and has led to orders for large-scale studies.
Orders in the Preclinical business increased 46% YoY to JPY22.3 billion, which achieved a record high. In
particular, orders from overseas, where the development of new drug modalities is accelerating, doubled
from the previous year to JPY6.1 billion, and accounted for 27% of overseas orders, a significant increase from
20% in the previous year.
Since 1991 when I became the President, we have been working on our own growth strategy for the past 30
years, and I am pleased to see that the various tactics we have implemented are beginning to bear fruit.
We plan to pay a dividend of JPY40 per share for the fiscal year ended March 2022. It is a record high. In
addition, as disclosed with the announcement of financial results on May 6, the Board of Directors resolved
to set the consolidated dividend payout ratio at 30% to 40% from this fiscal year.
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Next, I will explain the outlook for this fiscal year, fiscal year ending March 2023, and our future direction. In
the current fiscal year, we expect the favorable environment to continue for our mainstay CRO business. We
expect double digit increase for both net sales and operating profit, and ordinary profit is also expected to
increase on a basis excluding the impact of foreign exchange rates.
In CRO business, we will expand facilities and increase the number of research staff, while focusing on
robotization and DX of general operations to maximize customer profits and create time value for customers.
On the other hand, TR business has not yet contributed to earnings at this point, but we consider this fiscal
year to be a test year for future commercialization. In TR business, we have been promoting the development
of drug formulations utilizing our proprietary nasal drug delivery platform technology, which we have been
working on for 25 years since 1997. In March this year, our consolidated subsidiary SNLD started Phase I
clinical trial in Japan.
Overseas, Phase III clinical trial is underway at Satsuma Pharmaceuticals, a drug discovery venture to which
we have licensed the basic technology, and the trial will be completed this year, with an NDA planned for next
year.
In terms of facilities, in order to further accelerate sustainable growth, we will invest approximately JPY5
billion in this fiscal year to strengthen our trial processing capacity. We also plan to increase R&D expenses by
approximately JPY400 million, mainly for the development of nasal drugs in TR business.
Third, I would like to explain our SDGs/ESG initiatives to enhance our corporate value. Since our foundation,
as stated in our corporate philosophy, we have emphasized "to be a company that values the environment,
life, and people,” and our slogan is "I am happy, you are happy, and everyone is happy.” These are the same
as SDGs adopted in September 2015, and we are aware that we are an industry leader in SDG/ESG initiatives.
In March this year, the Company was selected for the first time as a Nadeshiko Brand, which is awarded by
the Ministry of Economy, Trade, and Industry to companies that excel in the promotion of women’s
empowerment. In addition, the Company has been selected for the sixth consecutive year for White 500 as a
health and productivity management outstanding organization. Last October, we published our sustainability
report.
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As shown in the photos on the next page, we own over one million tsubo forest in Medipolis Ibusuki in Ibusuki
City, Kagoshima Prefecture. An area of a million tsubo is more than three times of the size of both Tokyo
Disneyland and Tokyo DisneySea. We have declared that we will use this vast land to achieve carbon neutrality
by 2030.
Recognizing the forest resources of Medipolis Ibusuki as a treasure of biodiversity, we have properly managed
it over the years by trimming branches and thinning trees and continuing to plant trees, with the cooperation
of the local forestry cooperative. The amount of greenhouse gases absorbed by the forest of Medipolis Ibusuki
is estimated to be approximately 1,800 tons of CO2 per year. We will further enhance information disclosure
by disclosing an integrated report in the future.
This is a summary of the financial results, presented at the beginning of the financial results meeting. Thank
you very much for listening.
Iwata: President Nagata, thank you very much for your explanation. Now, Senior Executive Director Nitanda
will explain the details of financial results.
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Nitanda: This is CFO Nitanda. I would like to explain the details of our financial results. Please see page six of
the material.
This shows the highlights of the financial results for the fiscal year ended March 2022. Net sales totaled
JPY17.74 billion, up JPY2.63 billion YoY, or 17.5%. Operating profit was JPY4.19 billion, up JPY1.66 billion YoY.
Ordinary profit totaled JPY7.07 billion, a YoY increase of JPY3.43 billion.
Ordinary profit included foreign exchange valuation gains of JPY1.37 billion on foreign currency denominated
loans to subsidiaries, owning to the impact of yen depreciation. Compared to the previous forecast, the yearend exchange rate progressed to JPY122.41 and foreign exchange valuation gains increased, resulting in an
increase of JPY1.44 billion in ordinary profit compared to the previous forecast.
Excluding the impact of foreign exchange valuation gains, actual ordinary profit was JPY5.7 billion, an increase
of JPY2.3 billion from the previous year. In addition, we recorded extraordinary profit of JPY1.36 billion from
the equity change of our Chinese subsidiary into a joint venture company. As a result, profit attributable to
owners of parent came to JPY7.12 billion, a YoY increase of JPY3.46 billion.
Operating profit, ordinary profit, and net profit all reached record highs.
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Please see page seven of the material. This shows operation profit results by segment.
Operating profit increased by JPY1.66 billion YoY. In the domestic Preclinical business of CRO business, net
sales increased by JPY2.87 billion. Moreover, against the backdrop of favorable order situation and an ample
order backlog, the facility utilization rate increased and both sales and the gross profit margin improved, with
the Preclinical business providing a significant contribution of JPY1.67 billion more profit compared to the
previous fiscal year.
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Please see page eight of your material. This shows ordinary profit situation by segment.
In addition to the impact of JPY1.85 billion increased revenue and profit from the domestic Preclinical business,
the domestic Clinical business, and the joint venture with PPD, an affiliate accounted for by the equity method
and recognized in the ordinary profit section, YoY increased by JPY370 million owning to strong orders and
foreign exchange gains from the weaker yen.
Regarding foreign exchange gains and losses, we record on a yen-basis for foreign currency-denominated
loans to subsidiaries. In the previous fiscal year, we reported a valuation gain of JPY230 million as the yen
weakened by JPY1.9 to the US dollar.
On the other hand, since the yen further weakens to the US dollar by JPY11.7 in the current fiscal year, we
recorded a valuation gain of JPY1.37 billion.
The Translational Research business, Medipolis business, and Others are generally flat YoY. As a result, overall
ordinary profit increases by JPY3.43 billion.
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Please see page nine of the material. I would like to explain the forecasts for the fiscal year ending March
2023.
Net sales are JPY19.6 billion, a YoY increase of JPY1.85 billion or 10.4%. Operating profit is expected to reach
JPY5 billion, a YoY increase of JPY0.8 billion, and a record high profit for the fourth consecutive fiscal year.
Ordinary profit is JPY6 billion, a YoY decrease of JPY1.07 billion, but a foreign exchange valuation gain of
JPY1.37 billion was recorded in the previous year. Excluding the impact of foreign exchange valuation gains,
the profit will increase by JPY290 million YoY.
The assumed exchange rate for the forecast is JPY122.41 to the US dollar, which is the rate at the beginning
of the fiscal year, and no foreign exchange valuation gains or losses are expected. The foreign exchange
valuation difference will be JPY120 million for a 1 yen change in the yen-dollar exchange rate, with net sales
and operating profit will be affected by approximately JPY44 million and JPY30 million, respectively.
As for profit attributable to owners of parent, JPY1.36 billion in gain on change in equity of a Chinese subsidiary,
which was recorded in the previous fiscal year, will be gone. In addition, until the previous fiscal year, tax
losses in the past were utilized to offset 50% of income tax losses, resulting in a small contribution from taxes.
However, in this fiscal year, we expect net profit of JPY4.3 billion, a YoY decrease of JPY2.82 billion, as retained
losses will be almost cleared and tax expenses are calculated at 30.5% effective tax rate from this term on.
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Please see page 10 of the material. This shows operating profits by segment.
In the Preclinical business, based on the status of order backlogs and the schedule of trials, we expect net
sales to increase by JPY1.76 billion and operating profit to increase by JPY1.3 billion YoY, as the utilization of
laboratories is expected to remain at a high level.
In the Translational Research business, we expect R&D expenses to YoY increase by JPY280 million, as we are
also conducting Phase I clinical trial for a nasal rescue drug for neurodegenerative disease.
In Medipolis business, which includes hotel and power generation operations, the increase in inspection costs
due to the statutory eighth year large-scale inspection of existing power plants, the decrease in the number
of operating days of power plants, and the operating costs of new power plants scheduled to come on stream
in the second half of the year, contributed to a YoY decrease of JPY80 million in profit.
Overall, we expect operating profit of JPY5 billion, a YoY increase of JPY0.8 billion.
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Please see page 11, ordinary profit by segment.
In addition to the situation explained in the operating income comparison with the previous term, the
domestic Clinical business, which is a joint venture with PPD, shows steady growth in orders and operating
profit. However, for the impact of foreign exchange gains of JPY260 million due to the depreciation of the yen
in the previous year and the impact of the tax shield [inaudible] being removed from the current fiscal year,
we expect that the domestic Clinical business will YoY decrease by JPY480 million.
In addition to this, while a foreign exchange valuation gain of JPY1.37 billion was recorded in the previous
period, no foreign exchange valuation gain is expected in the current period, as the exchange rate is set at
JPY122.4, the rate at the beginning of the period. Accordingly, ordinary profit is planned to decrease by
JPY1.07 billion YoY. Excluding the impact of foreign exchange gains/losses, we project a YoY increase of JPY290
million to JPY6 billion.
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Please see page 12. This is the status of capital investment plans.
Capital expenditures are planned at JPY5.7 billion for the fiscal year ending March 2023, a YoY increase of JPY4
billion. In the Preclinical business, we plan to invest JPY4.15 billion in the construction of a testing and research
building and the introduction of testing equipment, mainly to increase testing capacity, and in Medipolis
business, we plan to invest JPY1.1 billion in geothermal power generation, including the construction of a new
power plant.
Depreciation for the fiscal year ending March 2023 is expected to be JPY1.41 billion, up JPY240 million YoY.
I would like to conclude my explanation on the financial results and the outlook for the full fiscal year.
Iwata: Thank you very much for your explanation, Nitanda, Senior Executive Director. Now, Mr. Tsusaki,
please explain the Preclinical business.
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Tsusaki: This is Tsusaki, Senior Executive Director. I would like to give an overview of the Preclinical business,
which I am in charge of.
As explained by Nagata and Nitanda, the CRO business performed well in the fiscal year ended March 2022.
Our revenue in the Preclinical CRO business begins when we receive orders for trials from our clients, such as
pharmaceutical companies and bio ventures, etc. In other words, our revenue starts when we receive orders
from our clients.
In the next two slides, I will explain the trends in orders received, which we consider one of the important
leading indicators of our business performance.

Now, please see page 14. This slide shows trends in orders received for the past five years, including the
previous fiscal year. The bar graph shows orders received and the red line graph shows the order backlog at
the end of the fiscal year.
In the previous fiscal year, the Company received a record JPY22.3 billion in orders, a YoY increase of more
than JPY7.1 billion. NHP studies have contributed significantly to this large increase in orders received, with
higher unit price studies including long-term study, being a particularly significant factor.
The order backlog shown in the red line graph, which is the source of future sales, exceeded JPY19.5 billion at
the end of the previous term, also achieved a record high.
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Please refer to the next page 15. This slide shows the trend of orders from overseas customers for the past
five years, including the previous year. The light blue bars indicate orders from European and US customers,
the light green bars indicate orders from Asian customers, the numbers at the top of the bars indicate total
orders in value from overseas customers, and the red line graph indicates the ratio of overseas orders to total
orders in value.
Overseas orders received in the previous fiscal year totaled JPY6.1 billion, a record high and an increase of
JPY3 billion over the year before, nearly doubling orders received. As shown in the previous slide, total orders
received in the previous fiscal year were approximately 1.5 times, but overseas orders increased by more than
that amount, and the ratio of overseas orders to total orders was 27.5%, up approximately 7 percentage
points from last year.
Orders received in the previous fiscal year by region consisted of approximately 70% from European and US
customers and approximately 30% from Asian customers. Inquiries from European and US customers were
particularly strong, with the previous fiscal year's results more than 2.5 times that of the previous two fiscal
years.
Since the US market, the largest overseas market, is approximately 10 times larger than the Japanese domestic
market, and since the increase in R&D expenses for pharmaceuticals is more pronounced in overseas markets
than in the Japanese domestic market, we recognize that orders from these overseas markets will be a growth
driver for our Preclinical business and we will step up our activities.
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Please refer to the next page 16. In recent years, the diversification of new drug modalities and the
development of new modalities have been attracting attention in the field of drug development. In addition
to old low molecule drugs, new modalities such as antibody drugs, nucleic acid drugs, gene therapy, and
regenerative medicine are being actively developed.
This slide shows the annual number of new modality development projects that we have contracted over the
past 12 years. In the previous year, 2021, the number of development items commissioned was almost the
same as in 2020, the year before. On the other hand, in terms of the number of contracted studies, the
number increased by more than 40% over that in 2020.
Furthermore, when limited to GLP studies conducted in the latter half of preclinical development of drugs and
just prior to clinical trials in humans, we conducted about 1.5 times more studies. In other words, looking at
the overall drug development from the perspective of our order trends for biopharmaceuticals, it can be
assumed that new modalities are being stepped up smoothly.
In the preclinical development of these biopharmaceuticals, there are many studies that require unique
dosing methods and experimental techniques, as well as expensive analytical equipment and challenging
experimental methods. In other words, the level of technical requirements from the pharmaceutical industry
for CRO companies like us is increasing, as well as the need for problem-solving capabilities, including the
accumulation of know-how and experience.
By undertaking a large number of studies, we are well-positioned to meet these requirements and accumulate
additional knowledge.
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These biopharmaceuticals are notable and characteristic for their use of primates as experimental animals.
Please refer to the next page 17.
One of the key features of our Preclinical business is our strength in NHP studies. This is largely owing to the
stable control of the series of process from breeding, raising, and supplying to testing inputs within our own
group. This supply chain was established independently by the Company since the 1990s and was the first to
be established in the global CRO industry.
On the other hand, in recent years, the global shortage of NHP has become more obvious. This is due to
increased demand resulting from the active development of various new drug modalities and the ongoing
suspension of exports from China, a major supplier, which is limiting supply. However, thanks to the
aforementioned supply chain, we are currently unaffected.
NHP studies are important, accounting for roughly half of our Preclinical business orders. We will focus on
increasing capacity in Cambodia, our main breeding facility, and further expand and strengthen our breeding
capacity, which has resumed in Japan.
In response to strong inquiries for NHP study, we are expanding our research facilities with the aim of
increasing our capacity, and since it is essential to improve both the quality and quantity of researchers in
order to conduct a study, we are also actively recruiting.
In the Preclinical CRO business, we will continue to focus on providing time value to our clients, in addition to
the quality-first approach we have been emphasizing, and we will work from a global perspective to become
the first choice of our clients as the number one CRO. This is all for my explanation on our Preclinical CRO
business. Thank you very much.
Support
Japan
Tollfree

050.5212.7790
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com
17

Iwata: Thank you very much for your explanation, Mr. Tsusaki. Now, Vice President Takanashi, please explain
about the Clinical business and TR business drug development.

Takanashi: My name is Takanashi, Executive Vice President and COO. I would like to give an overview of our
Clinical business, nasal drug delivery platform technology of the TR business, the demand, and our
investments.
Please see page 19. In the Clinical business, as we tackle the global challenge of the pandemic, the importance
of global clinical trials has been increasing to improve cost efficiency while overcoming the medical drug lag.
PPD-SNBL, which operates as a joint venture with our global partner PPD Group, continues to grow in line
with these global trends.
Last year, the PPD Group became part of the Thermo Fisher Scientific Group, a leading global medical device
company, further strengthening its customer base through its global network. By combining this with human
resource management that incorporates elements of Japanese-style management that we have led, we are
steadily expanding the scale of our business while maintaining the quality of our services, and we are working
to strengthen our human resources for this purpose.
Against this backdrop, the equity in earnings of affiliates received by the Company has remained strong, and
we expect our real earnings, excluding the effects of foreign exchange and taxes, to continue to grow steadily
in the current fiscal year.
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Please see the next page 20. In the Translational Research business, we are developing business using our
proprietary nasal drug delivery platform technology. With regard to the development of nasal drugs for
systemic absorption, we have licensed out a migraine drug to Satsuma Pharmaceuticals since 2016 and based
on our clinical experience with several thousand cases, we are also developing our own rescue drug for
neurodegenerative disorder through our subsidiary SNLD. Currently we are conducting Phase I trial.
In addition, we are continuing to search for candidate products in the development of nose-to-brain delivery
technology. We are also working on the development of nasal vaccines for mucosal immunity in response to
the growing market needs for countermeasures against respiratory tract infections such as COVID-19 and
influenza.
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Please see page 21. As for important investees related to the Translational Research business, Satsuma
Pharmaceuticals, which I mentioned earlier, has been listed on the Nasdaq stock market in the US and is
currently conducting a Phase III trial for the migraine drug in the US, with NDA application planned for Q1 of
next year. We expect to receive revenue from Satsuma as a founding shareholder as well as a licensor.
Wave Life Sciences, a company established by us as a founding shareholder and listed on the Nasdaq market
in the US, is engaged in the development of diffusion pharmaceuticals. In addition to the three programs using
the latest stereo-controlled synthesis technology, which entered clinical trials last year, Wave Life Sciences is
now considering the commercialization of these programs by utilizing its own GMP manufacturing capabilities.
Now, I would like to finish my explanation on the status of our Clinical business, nasal drug delivery platform
technology in TR business, and the important investees. Thank you.
Iwata: Thank you very much for your explanation, Vice President Takanashi. Now, Senior Executive Director
Ichiro Nagata, please explain about Gemseki and Medipolis businesses.
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Ichiro Nagata: I am Ichiro Nagata, Senior Executive Director. I would like to give an overview of Gemseki
business and Medipolis business among the Translational Research business.
Please see page 22. As part of the Translational Research business, we engage in a license brokerage business
through our subsidiary Gemseki and promote the fund business through Gemseki Investment Limited
Partnership, which was established last year.
We will continue to work as a development partner in the Life Science business, committed to the further
growth and success of our clients in Japan and overseas, under the mission of supporting drug discovery.
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Please see page 23. Next, I would like to explain the Hospitality business within Medipolis business.
With respect to Medipolis business, the Hospitality business is being promoted from the perspective of
increasing corporate value and being a company that contributes to the wellbeing of people.
With the realization of overall health as the main concept, we have three different types of lodging businesses:
Healing Resort AMAFURU, Retreat Resort Ibusuki Bayhills, and Medical Resort HOTEL Fresia.
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In addition, as a sustainable development company, we are contributing to the achievement of the SDGs. We
continue research on the artificial seedling production of glass eels, which are feared to be increasingly
depleted. We are also promoting the geothermal power generation business, a renewable energy source, in
order to realize a decarbonized society, which is a global trend.
Geothermal power generation is a base-load power source capable of stable power generation with almost
zero CO2 emission. Japan has the third largest amount of worldwide geothermal power resources. Since 2015,
we have been operating a 1,500 kW-class binary geothermal power plant. Maintaining a high facility utilization
rate, the plant generates stable revenue, realizing annual sales of electricity which accounts for around half
of our annual power consumption.
In the future, we will continue to conduct a joint research on hot spring power generation using hot spring
water sources and CCS, a CO2 capture and storage technology, to achieve carbon neutrality by 2030, ahead
of the government's goal of carbon neutrality by 2050.
This is all for my explanation on our Translational Research business and Medipolis businesses. Thank you very
much.
Iwata: Senior Executive Director, Nagata, Thank you.
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Question & Answer

Iwata [M]: Now, let’s move on to the question-and-answer session. First of all, Mr. Tsuzuki from Mizuho
Securities Co., Ltd. Please ask your questions.
Tsuzuki [Q]: My name is Tsuzuki from Mizuho Securities. Thank you very much for your explanation. I would
like to ask a question on the CRO business.
First of all, in the CRO business, I calculated the operating profit margin of the CRO business for FY2021,
FY2022, and FY2023, and less than 25% for FY2021, and more than 25% and less than 30% for FY2022. I have
an impression that it will exceed 30% in the fiscal year ending March 2023.
This is the contribution of the higher unit cost for study you explained earlier, or the contribution of the longterm study, but will this increase in unit cost contribute when the order is received? But I also wonder if it is
actually something that contributes when the order is received and the exam is over, so can you tell me more
about when the unit price will contribute? This is my first question.
Tsusaki [A]: Now I will give an explanation.
I understand that you are asking whether the timing of the order or the timing of the sales certification,
whichever contributes with the higher unit cost of the study. In conclusion, our answer is that high unit cost
for study contributes to the recording of sales and does not affect revenue when orders are received. That is
all.
Tsuzuki [Q]: Thank you very much.
I'd like to add, but when I think about it, I'm wondering if you could tell us something about the timing of the
contribution of higher unit cost study for which you receive orders now. When is its contribution confirmed?
Can you give me an example of projects to see the timing and schedule?
Tsusaki [A]: This is Tsusaki. Once again, I would like to explain.
As a conclusion, the amount of orders received in the previous fiscal year will be realized as net sales in FY2024,
so the full realization will start next fiscal year, not this fiscal year.
Regarding the timing from order receipt to sales confirmation, the trend has been to extend the time from
year to year, and currently the midpoint is more than 10 months to about one year. This means that it used
to be eight to nine months. Since this trend is getting longer year after year, we are wondering if the orders
received this fiscal year has the potential resulting in longer lead time. That is all.
Tsuzuki [Q]: I understand very well. Thank you.
One more point, I believe you mentioned capital investment this time. I think the capital investment in CRO is
JPY4.2 billion, but I would like to know the extent to which this capital investment will increase capacity, and
although it may sound strange to say when this capital investment will end, I would like to know when it will
make a contribution, including timing.
Tsusaki [A]: This is Tsusaki, I will answer this question as well.
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Capital investment is being made in phases, not by constructing a single building or a single mass of facilities,
so please understand that the capacity will gradually increase. The phased capital investment will begin in
earnest from this fiscal year and will be made over a span of approximately three years at the shortest and
five years or more at the longest. The capacity will be increased accordingly.
Tsuzuki [Q]: I understand. I guess it is hard for you to say to what extent this will be.
Tsusaki [A]: As I mentioned last fall, the initial phased capital investment will be about 20% of the total
investment, and the investment will gradually increase. It will be about 1.5 times larger compared to the
previous year. That is all.
Tsuzuki [M]: I understand very well. Thank you.
Iwata [M]: Mr. Tsuzuki, are you satisfied? The next question is from Mr. Stephen Barker from Jefferies Japan
Limited. Please go ahead.
Barker [Q]: Hello, this is Stephen Barker, Jefferies Japan Limited. Thank you.
I would like to ask you about your sales forecast for the current fiscal year. According to [inaudible], I
understand that the pace of order backlogs is increasing, but despite this, compared to the 17.5% increase in
sales forecast for this fiscal year, I think it is a significant slowdown, about 10.4% sales growth rate forecast
for this fiscal year. I would like to ask you about the gap. Thank you.
Nitanda [M]: Is it about the growth rate of sales?
Barker [Q]: Yes. The sales growth rate is slowing, but the order backlog is quite strong. This leads me to believe
that the rate of sales growth should not slow down.
Nitanda [A]: CFO Nitanda will explain.
As Mr. Tsusaki explained earlier in the order lead time section, the time from order receipt to sales
confirmation is about one year or less. Currently, we are calculating sales on the basis of the completion of
studies for FY2023, so our current forecast for this fiscal year is JPY19.6 billion, a YoY increase of more than
10%. However, since the current order backlog is progressing as a series of studies, the order backlog will have
an impact on sales in FY2024 and beyond.
Barker [Q]: Is it safe to assume that the rate of increase in sales will be higher next fiscal year than this year?
Nitanda [A]: Yes, that’s right.
Iwata [M]: How about Steven? Are you satisfied?
Barker [M]: Yes. Thank you very much.
Iwata [M]: Now, Mr. Akahane from Tokai Tokyo Research Institute Co., Ltd., please start.
Akahane [Q]: Thank you.
I was looking at page seven, and this may overlap with the previous question, but we have seen a steady
increase in profits, and the term that ended, we are talking about a 17% increase in sales, and in the CRO
business, profits are up 50%. This is because sales are rising, of course, but you also talked about selective
orders, and also about a shortage of monkeys, and a rise in unit price simply because of the tight supply of
monkeys. What should we look at when we separate the impacts?
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Ryoichi Nagata [A]: I will answer. As we are in the equipment industry, we are a little like a hotel in that when
the occupancy rate of a hotel increases, the profit margin increases, just as the number of studies or sales
increases, the efficiency improves considerably. Therefore, there is a special and unique situation in which
profits accumulate and improve. We hope you understand.
Akahane [Q]: So, you are saying that even though you are under so much pressure, you are not raising unit
prices. Is it simply a matter of increased efficiency owing to increased sales revenue?
Ryoichi Nagata [A]: I don’t say never. Of course, the unit price has also increased, so this has had a double
effect.
Akahane [Q]: I understand very well.
My second question is, as you mentioned on pages 15 and 16 of the materials you gave us, domestic sales are
very good, but the US in particular is doing very well, and on page 16, we see that antibodies and nucleic acids
are at a high level, while peptides and cells are growing rather rapidly. Looking at users, you mentioned earlier
about venture companies, pharmaceutical companies, and domestic and overseas, but which areas do you
consider to be experiencing the greatest increase in sales, especially orders?
Tsusaki [A]: I am Tsusaki, and I will answer.
In conclusion, we do not see much growth in specific customer segments, depending on the size of the
customer side. Orders from major pharmaceutical companies are growing, and orders from biotech firms are
also growing. We are not in a situation where we receive big orders from certain clients. That is all.
Akahane [Q]: I understand. What about the United States in particular? It seems to be increasing very much,
is this the same?
Tsusaki [A]: That’s right. In the US, the number of clients is increasing overall, and there are some major
companies as well as biotech companies, so we don’t see certain clients placing big orders. That is all.
Akahane [Q]: May I understand that the number of orders is still increasing in the US, while other Asian
countries and Japan are rather increasing orders from existing customers?
Tsusaki [A]: That’s right. In particular, for customers in Japan, you may understand that orders per customer,
or rather the price per customer, has been increasing.
Akahane [M]: I understand very well. Thank you very much.
Iwata [M]: Thank you very much. Next, Mr. Matsubara from Nomura Securities Co., Ltd. Please go ahead.
Matsubara [Q]: My name is Matsubara from Nomura Securities. I have two questions.
First, on page 14, as background to the increase in orders, I believe you mentioned higher unit price items in
your explanation. I wonder if the vaccines and peptides seen in the development items are the ones with the
higher unit prices, or if they are generally higher regardless of modality.
Tsusaki [A]: Tsusaki will explain.
I conclude that this one is not particularly dependent on the modality, but that the unit cost is higher overall.
One thing we do not want you to misunderstand is that a higher unit price does not necessarily mean a price
increase. Long-term studies or animal studies where the unit cost is higher due to the larger scale of the study
are more significant contributing factors.
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Matsubara [Q]: I understand very well. Thank you.
And the second question is about the operating rate. When I asked you about the operating rate in the fall,
you said it was more than 90%. Has it not changed?
Tsusaki [A]: Tsusaki will answer your question.
We have maintained high-capacity utilization for a long time, and we have a good prospect of maintaining
high-capacity utilization. That is all.
Matsubara [Q]: In other words, may I understand that high utilization is being maintained now and that you
are in a position to bring in new projects?
Tsusaki [A]: That’s right. High-capacity utilization continues. In other words, we are receiving quite a lot of
inquiries, and as I mentioned earlier, our policy is to make a solid capital investment. That is all.
Matsubara [M]: I understand very well. That is all from me.
Iwata [M]: Thank you very much, Mr. Matsubara. Now, let me continue with Mr. Yoshihara of Daiwa Securities
Co., Ltd. Thank you.
Yoshihara [Q]: This is Yoshihara from Daiwa Securities. Thank you.
I would like to ask you about China. In your earlier opening explanation, you mentioned that the embargo is
still in place, but is there any discussion about the risk of this embargo being lifted at the field level? Also,
assuming that this embargo is lifted in the long run, is it safe to assume that the risk of the current supply
shortage situation being resolved and affecting your business is small? Please tell us about this matter.
Ryoichi Nagata [A]: Nagata will give you an answer.
As for China, we have a breeding facility in China, so we understand the situation particularly well. First, the
Preclinical business in China is growing rapidly, in short, CRO in China are doing very well, and a major business
has recently purchased several breeding facilities for monkeys in China for more than JPY10 billion. In other
words, there is a shortage of monkeys in China itself, and the reality is that all monkeys bred in China are
currently utilized within China, with very few being exported outside of China. Therefore, we expect that if
the restriction is lifted, the impact won’t be so big to Japanese or US markets.
On the other hand, we have a separate route and have strengthened our breeding system in that direction
because of the embargo from China, so our business has not been affected significantly. That’s all.
Yoshihara [M]: Thank you very much.
Iwata [M]: Thank you very much. Next, Mr. Yoshida from Ichiyoshi Research Institute Inc., please go ahead.
Yoshida [Q]: Thank you. I'm Yoshida from Ichiyoshi Research Institute Inc.
Now, following up on the previous question about China's measures to suspend exports, I would like to know
roughly what the number of laboratory monkeys now consists of in Southeast Asia, China, and others, to give
me a rough idea of the market. I don't think there is much statistical data or anything like that, but I would
appreciate it if you could give me a sense of what you are feeling.
Ryoichi Nagata [A]: Nagata will answer.
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Actually, we would very much like to know that number as well. We are trying to collect information on the
breeding situation at each of the various breeding facilities, but the reality is that it is very difficult to collect
such information, and it is also very difficult to know what share of the market we have.
However, for example, I first started breeding crab-eating macaque in China in the late 80s, and in the 90s,
only SHIN NIPPON BIOMEDICAL LABORATORIES imported macaque from China. After that, Europe and the US
began to import, or non-Japanese companies in Japan began to import. At that time, in the 2000s, more than
half of macaque were imported by SHIN NIPPON BIOMEDICAL LABORATORIES, but since then, it has been
difficult to catch up with the information. Currently, we have no idea at all, and there are some statistics from
China, but they are very unreliable statistics, and as far as I am concerned, I am not sure that I can say anything
definite about this matter yet.
For example, last year, this year, and at the present time, I believe that 80% of the macaque imported into
Japan are probably imported by SHIN NIPPON BIOMEDICAL LABORATORIES. I am sorry that I can only answer
about this area.
Yoshida [Q]: Thank you very much.
Secondly, in the area of orders and sales, this time you are facing a period with an order backlog that is
significantly higher than sales. I know this may be a strange question, but since you have a fairly fixed schedule
to fulfill orders, is this the type of sales that would be generated if you followed the schedule? What factors,
including, for example, whether an accelerated study schedule would result in higher sales, could you tell us?
Ryoichi Nagata [A]: Nagata will answer.
Your point is one that we discuss internally on a daily basis. As I explained earlier, we are increasing the
capacity of the facility, and this August we will increase the number of testing rooms by about 10. Also,
construction of a new quarantine building began last year, and we are investing about JPY1 billion. The current
facility has capacity with 1,000 and we will have another 1,000. Therefore, if such a place is converted to a
testing laboratory, the capacity will be very large.
As for how large the increase will be, Tsusaki mentioned earlier that it would be about 30%, but I think it will
be possible to go beyond that and increase it to nearly 40%. Our current sales have not yet included these
factors.
In addition, there is a shortage of staff, and we are in the process of hiring a large number of new graduates,
about 40 of whom are currently undergoing training. We are also working on mid-career recruiting. So, it will
depend on it.
In addition, there are many customers who are waiting for the study to start since it cannot start immediately
after receiving an order, so in order to start the study as soon as possible and to finish the study as soon as
possible by making full use of various robotization and DX in addition to strengthening our staff. When we
finish early, that frees up manpower, so we can start other studies earlier, and that's simply the way it works.
This would allow us to advance the requests of our customers and increase the number of studies that can be
run at the same time. However, this has not been put into concrete figures, so as of now, we are announcing
sales of JPY19.6 billion, as Nitanda mentioned earlier. That is all.
Iwata [M]: Is it OK, Mr. Yoshida?
Yoshida [M]: I understand very well. Thank you very much.
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Iwata [M]: Thank you very much. Now, since you have been raising your hand all along, I will ask the last
question. The last question is from Mr. Miura of Jefferies Japan Limited, please.
Miura [Q]: This is Miura from Jefferies Japan Limited. I would also like to ask two questions.
The first point is the operational status of the CRO business. Earlier, you commented that it is like a hotel and
if occupancy increases, profit margins will also increase. I can see from outside the operating profit margin
ratio would be roughly 34% in this fiscal term. In the next fiscal term when the current order backlog will be
delivered and if you can maintain a certain high level of utilization in the next fiscal year, do you think there
is still room for the profit margin here to increase further?
Ryoichi Nagata [A]: Nagata will answer.
The 34% rate will be raised to a certain level, but since the [inaudible] expenses will be included to some
extent, and there is a limit to what can be held back by the common benefit, we think the best we can do is
35% to 36% in the simulation. I think it would be different if, for example, robotization advances tremendously,
or if DX brings about a breakthrough innovation, but at present, I think that is realistic figure.
Miura [Q]: May I understand that what you just told us is the result of a 30% to 40% increase in capacity over
the next three to five years, and that 35% to 36% is a rough estimate under those conditions?
Ryoichi Nagata [A]: Yes, that's right. We believe that this is the peak.
Miura [Q]: I understand. Thank you.
Secondly, regarding capital investment, you have a forecast of JPY4.2 billion for CRO and JPY1.1 billion for
Medipolis for the current fiscal year, and if we look at the medium to long term and consider the next three
to five years, should we assume that this level of capital investment will continue?
Ryoichi Nagata [A]: I don't think it will last that long. Medipolis is a geothermal power project, so if we first
generate geothermal power, the investment will continue for about 10 to 20, but it may not continue forever,
depending on how far we go.
Also, regarding the investment in laboratory equipment, if this does not continue for three or five years, I
think it probably won't be possible either. The land for the facility is quite large, but the building is being
constructed in a very tightly packed space, so at this point we feel that the facility will last about three years,
but we do not expect it to last more than five years.
Miura [M]: I understand. Thank you. That’s all.
Iwata [M]: Thank you very much. Thank you all for your active questions.
This concludes the fiscal year ended March 2022 financial results briefing for SHIN NIPPON BIOMEDICAL
LABORATORIES. Thank you very much for joining us today.
[END]
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