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PALTAC'’s Materiality toward Sustainable Growth (material issues)

Approach to Materiality

We have identified the material issues that we should address with priority to various changes in the
environment and grow sustainably with society. We categorize the material issues from the two perspectives
of “Sources of Growth (issues that can refine our strengths and become opportunities for further growth by
working to solve them)” and “Contribution to Solving Social Issues (issues that can be solved by leveraging
our strengths)”. We have positioned them as important elements in our strategy formulation and decision-
making, and we will work to resolve them through our business activities. In addition, we will accurately grasp
changes in the environment and review the material issues as necessary.

Identification of Materiality

We reviewed and identified the material issues when formulating the medium-term management plan
(VISION 2024) in the midst of diversified and complicated social environment, including the expansion of
COVID-19 pandemic. When identifying the material issues, in addition to in-house environmental analyses,
we examined and analyzed from various perspectives using the “Specific Measures to Achieve the SDGs”
(published on the website of the Prime Minister’s Office), as our business is mainly targeted at the domestic
market. We then identified issues highly relevant to our business and selected the material issues that
should be resolved. Under the medium-term management plan, we will resolve the material issues by
steadily implementing our key strategies. In addition to realizing sustainable growth, we will contribute to the
achievement of SDGs.

Developing sustainable
distribution

Supporting @ \

the usual daily lives

Harmonizing
the environment

2

Innovation Partnership

PALTAC MIND

Honesty
and Trust

Talent and organization
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Environmental analysis

Declining birthrate and
aging population

Decrease in
the working populations

Increasingly
serious delivery issues

COVID-19 Pandemic/
New normal

Climate change

Digitalization

Materiality

Increasing needs for an efficient distribution network

Increasing needs for a nationwide distribution network capable of responding to the
retailer's M&A strategy

Increased sales opportunities for seniors

Expansion of the healthcare market

Diversification and complexity of consumer needs

Increasing importance of data utilization (sales proposal / logistics improvement)
Increasing needs for a secure and safety distribution network

Expansion of environmentally friendly consumption due to penetration of SDGs
(ethical consumption)

Increasing challenges that customer faced due to expansion of the EC business
market

® Flexible working style utilizing digital technology

Aiunuoddo

® Intensifying price competition due to domestic market shrinkage

Expansion of buying power through the retailer's M&A activities

Increase in burden of operations which support the supply chain (manufacturing,
shipping, store operations, etc.)

Increase in logistics costs (personnel costs / delivery cost unit price)

Uncertainty about the supply of products due to shortage of drivers

Shrinking consumption due to refraining from going out and decreasing income
Disruption of distribution network due to increase in natural disasters

Decrease in profits due to carbon pricing, etc.

Decline in competitiveness due to delay in digitalization

sabusjreyd

Issues that can be solved

Issues that can refine our strengths
and become opportunities for further growth

by leveraging our strengths by working to solve them

Supporting Developing sustainable  Harmonizing Talent

the usual daily lives distribution

Materiality

6000 HEALTH
A0 WELL-BEING

Innovation Partnership

the environment and organization

@ \ %}) Eog (% a8

Good health and well-being Ldd Gender equality

EQUALITY
Elimination of overwork in the distribution process g Promoting business reforms with an awareness of

through initiatives to optimize and streamline diversity, including women'’s success
the entire supply chain

Sustainable cities and communities ULl  Decent work and economic growth

ECONDMIC GROWTH

Maintaining and continuing a social mechanism in
which daily necessities are available “at any time”
and “affordably”

o

Relevance to
SDGs
Responsible consumption, production 9

NDUSTR'Y, INHOVATION
D INFRASTRUCTURE
Prevention of waste generation by reducing returns &
Supporting for expanding ethical consumption

13 coue Climate action

@ Initiatives to reduce CO2 emissions and to recycle
simultaneously with improving operations

The growth of each individual is the source of
growth for the intermediate distribution industry
which does not have proprietary own products

Industry, innovation, infrastructure
Taking on the challenge of dramatically improving

productivity by actively introducing cutting-edge
technologies such as Al and robots
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Corporate Data

PALTAC VISION 2024

PALTAC’s Value Creation Process

Input

Social environmer;t

Important
environmental
changes

100-year-life

Increased social
security costs

Decrease in the
working populations

Working-Style reforms

White Logistics
Movement

New normal

Changes in consumer
behavior

Risks of climate
change

Increase in natural
disasters

Increased awareness
of SDGs

Enhancement of digital
infrastructure

Advanced of cutting
edge of technology
such as Al
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Distribution capital

Our 16 RDCs Covering
Broad Areas Nationwide

New logistics model with
cutting edge of technology

Information system that
supports efficient
distribution

Human capital

Challenge to
transformation

Every employee who
realize improvement

Know-how accumulated in
human capital (Logistics,
IT, robots, etc.)

Ability to persevere
achieving for a goal (GRIT)

Financial capital

Investment capacity for
further growth

Sound financial structure

Partner capital

Strong relationships with
customer

Collaboration with
companies with cutting
edge of technology

“For a bright future” ~ Moving forward with the supply chain ~

Business activities

Value creation

Pursuing to optimize and streamline
the entire supply chain

solution

PALTAC
MIND

Honesty and

Promoting Logi's'tics
digitization/ solution

Corporate foundation that supports growth

Corporate Governance
CSR Management

T Toward further sustainable growth

Value that providing
to society

Supporting the usual
daily lives

Addressing
labor shortage the entire
supply chain

Aiming for stable supply
even in emergencies

Creating
people’s rich
and comfortable
daily lives

Reduction of CO2
emissions through
improving delivery efficiency
and reducing returns

Reduction of
environmental burden
through recycling

Supporting to expand of
ethical consumption

Enhancing our
corporate value

Sales and Profit expansion

Accumulation of know-how
on improvement

Strengthening initiatives with
customer

Shareholder return

Investment for growth
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Medium-term Management Plan VISION 2024

Currently, the environment surrounding the industry as a whole is rapidly and complicatedly changing, as
evidenced by the decrease in working populations, as well as the spread of COVID-19 infection and the
increasing number of natural disasters associated with climate change. Under these environments, we
believe that the importance of our mission to stably provide daily necessities which are indispensable to
people’s lives becomes even more important. Under the new medium-term management plan (VISION 2024),
we will work to reinforce intermediate distribution functions that can address to the wide-ranging issues of our
customers, and accelerate collaboration and cooperation with retailers, manufacturers, and other
stakeholders. By doing so, we will respond flexibly to the needs of society and achieve sustainable growth.

PALTAC VISION 2024

“For a bright future”

~ Moving forward with the supply chain ~

With our position as an intermediate distribution platform actively
showing our values by collaboration and cooperation, and
reinforcement of systems

Aiming for sustainable growth with whole stakeholders
through optimizing and streamlining the entire supply chain

O 1 Addressing the unprecedented Pursuing “secure and safety” O 2

changes in business environments and “high-efficiency”
“Strengthening retail solution “Strengthening logistics solution
capabilities” capabilities”

03 Ensuring provision of added

corporate values
“Enhancing IT system and
Promoting digitization”

As a foundation for
our sustainable growth
“Developing talent and organization”

Enhancement of ESG / Contribution to achieving SDGs

PALTAC CORPORATION INTEGRATED REPORT 2022

WHAT'S PALTAC

Positioning of the Medium-term I

Management Plan
Addressing diversified and complex
changes in the social environment

Corporate Data

Addressing a decrease in
working populations

Greatly nurture

the results obtained from
the previous Medium-term
Management Plan

The period of sowing the seeds that will
be a fruits realizing sustainable growth

Establishment of Store Support headquarters,
SCM headquarters, and EC division

Achieved double the productivity of personnel in the new
logistics model

Commencement of Initiatives for DX(digital transformation)

Creating an environment in which diverse human capitals
can work comfortably

Issues to be addressed

A decrease in the working populations / COVID-19 Pandemic, New normal

Extracted delivery issues / ESG, SDGs
Final year of Medium-term
Management Plan(FY2024/3)

Numerical targets

< Assumptions used for this Financial Forecasts>
+ Assumption that COVID-19 related demand situation will not be changed(As of April 2021)
+ A recovery of inbound demand cannot be expected

P et sales (¥ million) Net S al eS
Operating profit (¥ million)
—( )— SG&A expenses ratio (%)
966,684 < _ _mmm=m==TTT »
----- ¥1,125.0 billion

N\ \\

Operating profit

VISION 2018

-
-
_——————
-
—

¥29.0 vbillion

SG&A
expenses ratio

-~
-
-~
-

T TITT

-~
-~ —
--_---
-
-

AN\

5.29%

2016/3 2017/3 2018/3 2019/3 2020/3 2021/3 2024/3
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Addressing the unprecedented
changes Iin business environments
“Strengthening retail solution
capabilities”

TTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTTT

Environmental
changes to be
addressed

Value creation

Key initiatives

ﬁ
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Strengthening retail solution capabilities

Strengthening the development of Store Support function

The retail stores where the products are sold is just our starting point
Strengthening “Schemes of Sales Expansion” and
aiming for an industrywide sales increase

At retailer’s stores, because of the labor shortage, “loss of sales opportunities” was seen due to a decline in the
realization rate of sales plans at stores and the lack of installation of promotional items. To provide numerous
consumers with products made by manufacturers, we focus on retail store where products are sold and
allocate human capitals. We have a department specialized in store support, consisting of about 250 staffs. We
are trying to make attractive stores for consumers in corporation with retailers through utilizing the functions of
both “Flexibility” which enables speedy storefront promotion and “Counter-proposal” which is contribution to the
successful business discussion leveraging in-store information. Even in an environment with labor shortage,
we establish a system that catches the latest trend and aim for industrywide sales expansion.

= |mage of Initiatives

Expanding sales of the entire supply chain

through focusing on retail stores

3 Issues at retail stores [

WHAT'S PALTAC

Strengthening “Schemes of Sales Expansion”

through Digital technology

In addition to the two strengths, we have built an
information platform (the PIT system) that allows
retailers, manufacturers, and our company to share the
progress of store operation and sales information in
order to realize effective store activities through
collaboration and cooperation. By implementing this
system, it has been possible to share detailed store
conditions, such as displayed space and the use of
promotional items, that could not be grasped until now,
in real time, and to ensure a more precise effectiveness
verification such as POS data analysis in consideration
of the current status of product developments at each
store. We aim to further expand sales by rapidly
enforcing both promotion proposals based on precise
verification and horizontal deployment of best practices,
thereby reducing loss of sales opportunities at stores.

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Corporate Data

Realizing speedy and
efficient in-store activities

Retailers Manufacturers

e anas I L
dforor MR
ST
— 1y e L
1 . r
Sharing of sale aring of sales

area information area information

In-store .
information Complete Vr\]/lth
sharing ~ one Snj_qttp one
”
Progress report platform Business N

and confirmati

A Y
; o R
(PIT system) L matign .: @F
\, /7
=) iness Repoh \‘,,«-——"
request counter proposal x
b/ @ ) (4

Sales Representative Store Support Staff

~——

PALTAC

Also, the PIT system is equipped with a function
that allows our store support staff to grasp activity
status, report, and make counter-proposals using
only smartphone, which leads to the creation of
an efficient and comfortable working environment.

Expressing our supply chain as “water supply”... | .=
Rod Retailers

Manufacturers PALTAC o In-store

. .
. .
o .

---------

Smoother flow
of water (products) ! More !

Faucet

o
0
o
»

“Loss of sales opportunities”
s due to
Y labor shortage

* Decline in the

i s realization rate of sales
]' plans at stores
|

+ The lack of installation of
promotional items

Two strengths of Store Support function that realize resolving issues at retail stores

Speedy store development that can address Counter
FIeX|b|I|ty changes in consumer needs is the key to
sales expansion proposal

Information on consumer trends, changes in
sales floors, points for improvement, etc., leads
to effective business negotiation activities

0.9..

Period needed to realize
sales promotion plans at 1,000 stores

) {1

Quick launch of new products (linked to commercials and web sales promotions) /
Support for installation of sales promotional items / Proposals of sales location in zero base, etc.

1,700.....

Number of suggestions and awareness
from sales floors in one day

PALTAC CORPORATION INTEGRATED REPORT 2022

M Effects of store support function + PIT system on sales promotion activities

Conventional

FIO\lN of (only sales representatives)
sales
promotion
activities
Proposal of sales plan
Business = After adoption of the plan,
negotiations arrangement of products and sales
promotional items, etc.
H
L
v

Implementation
in store

Our sales representatives confirmed status of
implementation by visiting in only a few stores based
on fixed-point checking.

[

L[]

L]

v

Verification Conducting POS data ana}lyss while the development
status of each store remained unclear
of effects i .

(verified effects with low accuracy)

.

L]

v

Confirmation
of
deployment
status

Conventional

issues

Visited stores with lower sales volume, etc., and
identified the factors behind the results of the analysis
+Products were not displayed according to the plan.
*Without a promotion item attached, etc.

+ Resulted in loss of sales opportunities
+ Difficulty in verifying effectiveness in detail

= Implementation of response measures
fell behind

Current
(sales representatives + store support function + PIT system)

Proposal of sales plan
= After adoption of the plan, arranging products and sales

promotional items, etc. <
= Developing a plan for inspective visiting to stores
(Who will visit which stores and when)

+ Follow-up on realization of sales plans through visiting stores in
accordance with the plan (Realization of simultaneous product
rollout, complete installation of sales promotional items, etc.)

+ Confirming the status of deployment at stores in real time by the PIT
system (Comments, images, and videos of the storefront status)

Conducting POS data analysis based on a grasp of the development
status of each store (verification of effects with high accuracy)

s)nsal
feanAreue areinaoe Ajybiy Buiziinn Ag uonowoud
sajes Jo sjesodoid annoaya pue Apaads Buizieay

(As described above, the status of deployment has been confirmed in real time)

[mmm————————————

+ Reducing loss of sales opportunity through planned store follow-up
+ Enabling effective proposal of sales promotion based on accurate
verification

Current

effects

= Creating a highly effective sales promotion cycle

PALTAC CORPORATION INTEGRATED REPORT 2022
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Strengthening retail solution capabilities

Strengthening the development of SCM function

Eliminating unproductive factors “unreasonable, wasteful act and
unevenness” in distribution, generating “profits” from “unproductive factors”

It is understood that productivity of Japanese various sectors is lower than that of other nations. Similarly, we
think that in the distribution industry there are productivity challenges of “unreasonable, wasteful act and
unevenness” factors and we see opportunities to improve productivity. Our SCM function uses data analysis
by digital technology and merchandising know-how, which are our strength, and find unproductive factors
based on the retail store, and work to aim for improving productivity and to generating profits from
unproductive factors through resolving these factors. Not confining each company in the industry to simply
cutting cost and increase profits, bur also providing products at reasonable price, developing attractive sales
floor and improving customers service that gain higher consumer satisfaction, moreover these practices lead
to ESG and SDGs activities including reducing CO2 emissions through efficient delivery, etc.

Capitalizing our strength, trying to maximize the effect

“GRIT”, etc., we work continuously to improve
productivity and to maximize the effects.
Recently, we work with retailers that our sales
account 45 percent of the total, and we can see
successful examples. In the exercise of those
initiatives, top managements has also joined and
discussed, we positively and continuously
undertake initiatives which are extensive and
more in-depth, contributing to the retailer’s profit
and further strengthening of business relationship
with retailers by leveraging trust from them.

To resolve “unreasonable, wasteful act and
unevenness” factors we start to visualize the
issues. First, we try to visualize the issues by
analysis from all aspects such as sales data,
inventory data and video data of store work, etc.,
and to eliminate wasteful process and operation
through repeated hypotheses and tests. In just a
few numbers of verification, we may not produce
results that we need to, but by taking our strength,
which has been cultivated for many years, such as
“Improvement know-how” and our employee’s

PALTAC The process of improvement Retailers

Digital technology

Quantitative analysis
based on data

/ Identification of solution themes <

/Th ree =

Agreements between top management
(collaboration and cooperation)
|

Analysis of the current situation
and identification of issues
|
Formulating an

Aauaiolye

53 5s

£° s 2

= o o

RS 23

25 32

S3S o<

SR ey 23

Sol improvement plan 8=
® =1 =1

Strengths\ i e

S S L—==-  Experiments on a small-scale 83

3 o - a

Im provement Corporate g i Sharing successful examples 39

know-how culture 33 I 55

' % 3 33

Broad perspective Try & error So Streamlining Sz
wn (]

the entire supply chain
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Successful examples of improvement efforts at real stores

Optimization of items display Optimization of delivery

Twice a week delivery (delivery schedule)

Shampoo / Conditioner

[Salesvolume] [ 30 pleces 50 pIeCGS ][ 0 ]

ééﬁéﬁéézxxzzxﬁg

2 times 6 times 0

M No appearance of favorable display meets the sales volume ~ !  High frequency of deliveries compared to sales volume
= The display volume of top-selling products is small, = Low loading ratio per truck

There are unsold products = Frequent inspections and display operations
= Frequent replenishment operation required

Increase in inventory Improve

Mon. Tue. Wed. Thu. Fri. Sat.

in conjunction
Ampoo onditione Weekly delivery (delivery schedule)
(saksvoume (30 pieces 55 pieces ] »  Mon. Tue. Wed. Thu. Fri. Sat.
éééﬁééllllllllll
2 times 3 times

s 1, Consolidate deliveries based on the sales volume
= Improvement of delivery efficiency
through increasing loading ratio
= Decrease in the number of inspections and display operations

s 1, Favorable display meets the sales volume
= Expanding display volumes of top-selling products
Removing unsold products
= Decrease in replenishment operation
Decrease in inventory burden

Productivity of display operations Amount of Inventory Net Sales

Improved by 30% Reduced by 22% Increased by 7%

Promoting optimization and streamline of the entire supply chain,
starting from “cost elfficiency” of retailers

Aiming for effectI of Sampo-Yoshi

v v ¢

Environment

PALTAC / Delivery companies Retailers

Reducing CO2 emissions by
improving delivery efficiency and
reducing returned products

Creating high-value-added sales
floors and securing time for customer

Improvement of operational
efficiency in the center
and delivery efficiency service, etc.

PALTAC CORPORATION INTEGRATED REPORT 2022
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Started providing the industry’s first “Comprehensive support for promotional items” Details of initiatives to reduce waste of promotional items
(Overview of Comprehensive support for promotional items)

Strengthening retail solution capabilities

Business negotiations,

including the negotiation Production Delivery Installing at retail stores

Contributing to sales expansion and reduction of environmental burden by of promotional items
reducing waste in the development of promotional items

) Complete installation of
Bulk delivery to P ' :

Determination of Producing only in our each branch promotional items utilizing store
the store and quantity — 1 required quantity —> “Imoroving deliver support function
We started a new service “Comprehensive support By providing “Comprehensive support for to install promotional items “Waste-free production” pefficiegncy" y “No unnecessary waste and no
. . " . . . . » . . loss of sales opportunities”
for promotional items” by collaboration with our store promotional items”, we make it possible to reduce f PP
support function, SCM function, and the promotion waste in distribution of promotional items, through
function of sales floor (planning and production of collaboration with retailers and manufacturers from Retailers, manufacturers, and our company can confirm store conditions in real time (using the PIT system)
. . .y . . . . *Details of the PIT system are on page 41.
promotional items, etc.) of our subsidiary HABA the production planning stage of promotional items,
CREATION Co.. Ltd. This service covers the appropriate production volume that meets the sales Implementing “highly accurate effectiveness verification” that takes into account the status of storefront installation, and
; Y ’ ] ] ) ) o ) utilize it in the next sales promotion plan
planning and production of promotional items (sales promotion plan and efficient delivery, complete
floor fixtures for sales promotion), packaging, installation of promotional items, and highly
delivery, storefront installation, and subsequent accurate verification of effectiveness. Initiatives with
measurement of effectiveness. In our industry, many several retailers have already shown successful _ II
wastes exists not only in the distribution of products results, and we are contributing to the realization of il
but also in the distribution of promotional items, retailer’s sales growth as well as developing sales - Reducing wasteful costs of manufacturers by producing and delivering only the necessary quantity
which causes the loss of sales opportunities and an promotion activities which lead to the growth of a - Contributing to sales growth at retail stores through complete installation of promotional items utilizing the store
environmental burden at retail stores. social and an environmental value. support function and elimination of losing sales opportunity

* Highly accurate verification of effectiveness based on the development status of each store has been made
possible by the use of SCM function and the PIT system.

Waste in the distribution of promotional items is causing a loss of sales opportunities and an environmental burden

~ Various waste generated in the process of distribution of promotional items ~

— Creating a “highly effective sales promotion cycle” through utilizing highly accurate verification of
effectiveness for the next sales promotion plan

Expanding Social and Environmental Value

Waste generated in the process of production and delivery Waste generated at “retail storefront”
Delivery model that reduces waste in promotional items Benefits of initiatives
Shipping individually to each retail store generates i }
large volumes of corrugated containers Number of deliveries .
: About 50% of 1 Bulk delivery to our each Reduction of 90%
\ P _ I promotional items are | branch with a compact _.-% (420 sites = 41 sites)
- 1 & Retail T i packaging in a compact state -
Delivering to each ’% g storefront discarded unused | ol
retail store by parcel w Y installation (according to our research) |I 2
delivery service s s l\ ] o g Number of cardboard
L3 o [ ——— S 3 boxes for packagin
Production of g8 25 P Reduction of 85%
promotional items 522 Manufacturers | I PALTAC I S5 : ]
=< 23 (420 units = 63 units)
@ = C
3 o @
7 8 3 a
5 Di | of . ; © 3 . .
z réfnpa?.figo Disposed without = Reducing the burden on drivers
2 e — installation due to labor 5‘”»_, by improving delivery efficiency
T items shortage, etc. =
Reducing CO2 Emissions from Trucking
Promotional items are made from
.\U 2 Installed by the Store Support :r--;u-: environmentally friendly materials
= & . 1
§ 2 Department with scheduled i-g—, g}_i Reducing the burden of installation work
e Disposal of Disposed without visiting route to retail stores Exy through the easy-to-assemble design
Unnecessary production and wasteful delivery occur because N remaining installation with no ing % i Reducing th . i erial
promotional items are shipped to each store without deciding 7= ,‘i“used plans for installation : g 2 i educing he USE g |F|)<a(c:j ?glng materials
stores where we should install the promotional items and the ) §' ftems No delivery to retail stores that i g =X through bulk delivery
quantity of the promotional items = do not require installation i =g i Zero unnecessary waste
— Lo__J
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Strengthening retail solution capabilities

Evolving MD function

Realizing timely proposal of products in response to drastic
changes in market needs

In an environment in which consumer needs
drastically changes, conventional MD is no longer
applicable. Effective MD proposals require timely
and much more information gathering and
selection. Through internal and external
collaboration and digital technology, we will try to
strengthen timely merchandising by procuring new
products meet the consumer needs utilizing in-
store information which are points of contact with
consumers and market-wide marketing
information, as well as the enormous amount of
data we possess as the industry’s top.

Sales
b ] Making a timel)g
o

product plannin

|

-store informatign
fact with consumers ! information

Contributing to the expansion of ethical consumption

As social issues, such as natural disasters and
marine pollution caused by climate change,
become more serious, there is a growing interest in
environmentally friendly products, and the number
of those products launched by manufacturers has
been increasing year by year. From the standpoint
of being responsible for intermediate distribution,
we are trying to expand “ethical consumption” In
response to consumers awareness of choosing
ethical products. In order to expand ethical
consumption, it is essential to devise ways to
intelligibly inform the added value of ethical
products to consumers, such as commitment to
ingredients and eco-friendly manufacturing
methods. We are not only just simply displaying
ethical products in stores, but also making efforts to
create a sales floor that makes it easier for
consumers to notice the value of these products,
through sales promotion using digital tools and
products development in consideration of
environment. The market for ethical consumption is
expected to expand against the background of the
penetration of SDGs.

PALTAC CORPORATION INTEGRATED REPORT 2022

We will contribute to the construction of a
sustainable distribution cycle through the expansion
of ethical consumption by strengthening both sales
promotions for existing products and handling new
products.

[ . o
#F  Dutar el
- Bk F1gCuBeans
S e b e T v

@ BEEREE
GOALS BEHEEHE ©

=7

Proposal of product development that
collects eco-friendly products

Intelligibly informing the added value of products to
consumers using digital advertising (digital POP)

WHAT'S PALTAC

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Corporate Data

Development of environmentally-friendly products

As a new initiative to expand ethical consumption, we have developed environmentally friendly
products using waste plastics as raw materials in collaboration with companies that develop materials
and products that promote resource recycling. In addition to provision of ethical products made by
manufacturers, we ourselves will be involved in product development and actively contribute to
expansion of the distribution of “high value-added products that enable consumers to contribute to the

environment in their daily lives”.

MEZSES IEEHRADTSHERSEDITIL

(A garbage bag that the more using it, the more

reducing the amount of plastic waste around the world)

iy Sawnwl Vel |
(Non-disposable plastic umbrella)

& Clrcute=

L S S = g e D S T

(TBM is the Company engaged in environmentally
friendly material development and businesses that
promote resource recycling)

Collaborative development with TBM Co., Ltd. ]

® Used of recycled materials % Obtained Eco Mark
certification

® Using this product in place of garbage bags made
of only virgin plastic reduces the amount of waste
plastic

Please refer to our website for details of these initiatives
Disclosed on October 14, 2021
: Notice of starting of handling “A garbage bag that reducing the amount of plastic waste”

Held a press conference for the new product

Collaborative development with TBM Co., Ltd
and Ca et la Co., Ltd
(Ca et la is the Company aims to expand ethical
consumption through the development and sale of
recyclable plastic umbrellas.)
® Use of recycled materials & The tip of an umbrella
incorporates safety design

® -Wind-resistant with a flat surface

rust-resistant Long-lasting umbrella
+All made of plastic Y

-Frame for umbrella is made of reinforced
plastic “Hardly breakable”
Please refer to our website for details of these initiatives

Disclosed on April 27,2022
* Notice of starting of handling “tf 2777’5 (Non-disposable plastic umbrella)”

TOPIC

“i 27+ LS5 (Non-disposable plastic umbrella)” . - -

On April 27, 2022, we held a press conference for new
product “tF 73 T3 together with Ca et la International
Co.,Ltd and TBM Co.,Ltd. Approximately 60 million plastic
umbrellas (more than 100,000 per day) are discarded
annually. We are taking on the challenge of creating a new
standard for plastic umbrellas by expanding the distribution
of “t 27+ JL3”, which was born from the common

society by using recycled materials.

Press conference (held by real & online simultaneous)

desire of the three companies to aim for a recycling-oriented ~ From left: PALTAC:: Yasutaka Yamada,

Senior Managing Executive Officer;
Ca et la : Takeshi Yamamoto,
President and Representative Director;
TBM : Taichi Yamaguchi, Executive Officer and CSO
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Strengthening retail solution capabilities

1
Strengthening the development of EC function %&\E Received the “Excellence Award” of the Supply Chain Innovation Awards 2022
YISAFT—2 for “Reduction of losing sales opportunity by reducing returned products and an
= =S eliminating imbalances in inventory”
Strivin g to P rovide services s pec ific to EC business On July 8, 2022, we received the “Excellence movement between stores”. This initiative was realized
Award” of the “Supply Chain Innovation Award 2022” by jointly developing with YAKUODO Co. Ltd “a system
_ _ ' from Manufacturing, Distribution and Retail joint for moving products between stores”, which utilizes
The expansion of the E_C market ha§ been .further a(?celerated during the spread O_f CQVID—19, and.our major Forum in recognition of “Reduction of losing sales digital technology such as demand forecasting
customers are also actively developing their EC business. However, there are various issues that differ from opportunity by reducing returned products and an algorithms, to significantly reduce both amount and time
real stores, and become the concerns of retailers. We have judged that we want to help retailers to resolve eliminating imbalances in inventory” implemented in of operation required to move products between stores.
those issues unique to EC business through our capabilities as an intermediate distributor. And we are trying collaboration with YAKUODO Co. Ltd. We have
; s ; ; o i . T [Main SDGs related to this initiative]
to develop services specialized for EC business through setting up a specialized department. made it possible to reduce both returned products
. 12 toseron [ 13 o
and loss of sales opportunities through the scheme o
( ) of “timely and appropriate amount of product O | &

BMEnvironmental analysis in the EC business

EC marketis Many of retailers have ~Image of initiatives~ Realization of efficient, timely, and appropriate amount of Effects of initiatives
continuing to expand developed EC businesses “product transportation between stores” using digital technology
(Ministry of Economy, Trade and Industry, “E-Commerce Market Survey”. .
CAGR of “Cosmetics and + 1 1 0 Pﬁrcﬁmagz of rletail':és 6 O 0 Op portunities The system for “product transportation between stores” using digital technology
P who have develo . i
Zgzrlr::tcfie:;czlasrsr)narket A) business b /0 to contri b ute to @ Automatically evaluating appropriate store inventory using actual sales results and 30% reduction of returned products
¥ . . demand forecasts (Compared to the fiscal year ended March
SOIVl n g ISSues @(liased on tfl13e ?vaIL)Jation results, instruct “product transportation between stores 31, 2017, when the system was built)
. . tore = B store)”
Complicated operation such as ; s
registration of products Mergmg real stores th roug h Instruction - Collaboration Instruction - Collaboration
 brod Sales promotion, etc. Ieveraglng + ® Eliminate imbalances in inventory + Reduction of 'burden on sorting and
ﬁ:aagng:r?ezr;;ﬁaggz (L)cht ' , l l ‘ interm ed | ate Store A (inventory: excess) . - Store B (inventory: shortage) delivery operation of returned products
ingredient display, etc. AL d . t . b t N 4
. [ 3
IStripution //‘I\ ® %‘i‘éi‘ig:‘fby 2 | ® Delivering by /‘I.\ Reduction of environmental burden
I . . functions =mi= using empty 3. loading on a ﬁmii (Reduction of product waste and CO2
Large shipping costs Diversification of receipt ways trucks on their é=’ regular emissions)
Online orders  Receiptat storeg = way back to the Sé’. delivery truck
Lower average Complicating store o 2 logistics center = = . . -
unit price for daily VS management operations o g g a %’- - o Reduction of losing sales opportunities
necessities i while Increasin Q< a3 S =N (Increase in sales at stores with shortages
creasing | S mmp v g 82
@ 350 yen convenience % 2 8. 3 rgum g roum g =S} of sales products)
4 . J 5 o8
S =
o
i = No additional shipping costs
Pr0V|d|ng four services Unlque to |ntermed|ate dlStrlbUtlon @ Sorting returned products and transportation products at the PALTAC contract logistics center (Utilizing existing delivery flow)
In Order to Solve the Issues In EC bUSIneSS Of our Store and EC (Om nI_ChanneI etcl) we WI” also Please refer to our website for details of these initiatives Disclosed on July 11, 2022 : Notice of Received the Supply Chain Innovation Awards 2022
customers, we will try to provide “Information work to cooperate with the division that is in Previ initiati h he S v Chain | ion A q
PR « - . revi nit
provision” and “Product / Sales promotion charge of real stores and to contribute to EVIOUS gitiesitiasonines iRt ualinnovatonEiar
planning” about consumer’s behavior in the EC customers which addressing consumer needs. _ . R
. ) ; . Il 9751F 1> AIn—sa kR P10 9THAF - {In—2ar KR
market and “Operation support” for EC websites. N 2 o
We have also established an organizational Information Such as good-selling products and successful ) ) oL
- g _ . provision examples of sales methods We received praise for the initiative to W ived praise for the initiative t
structure that facilitates the collaboration with “Maintaining stock availability and reduction of ereceived praise for the initiatve to
. . . Proposals for bundled products and outlet products aintaining stock availablility and reduction o “consistent unit Ioading system utiIizing carry”
retailers to resolve issues. Until now, one sales Product planning  (discontinued products), ; ; i
S eelon EC specialty product returned products in open collaboration with . . . .
representative was responsible for both real store DT B 2 2 eE e D RN " implemented in collaboration with YAKUODO
h h lished th sal t Creati tunity for planned purch manufacturing, distribution and retail Co. Ltd. and Unicharm Corporation
; ales promotion reating an opportunity for planned purchases . i . ) . . . .
and the EC, but now we have established the planning (Sich as listing advertisement) implemented in collaboration with Sugi
specialized d.IVISIon (EC division) in Januejtr.y 2021 Holdings Co., Ltd. and Lion Corporation.
and are maklng efforts to resolve more critical Operation support  Support activities for overall EC website operations ) _ - ) ) o
Please refer to our website for details of these initiatives Please refer to our website for details of these initiatives

Disclosedon July 12, 2021 : Notice of Received the Supply Chain Innovation Awards 2021 Disclosed on July 6, 2020 : Notice of Received the Supply Chain Innovation Awards 2020

issues. In order to respond to the integration real
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Pursuing “secure and safety” and
“high-efficiency”
“Strengthening logistics solution

PALTAC CORPORATION INTEGRATED REPORT 2022

capabilities”
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We will continue to strengthen highly efficient logistics system based on “secure and safety” that supports
the usual daily lives. In order to do that, we will carry out continuous improvement activities at existing
distribution centers, expand shipping capacity by new distribution centers equipped with a “new logistics
model”, and solve “delivery issues” such as White Logistics Movement.

Environmental
changes to be
addressed

Decrease in the working populations, Worsening delivery issues
due to driver shortage, Frequent natural disasters

Building a sustainable supply chain

Thorough improvement of delivery, Evolution of high-efficiency
distribution network, Strengthening of the supply system in emergencies

MANUFACTURER

Manufacturers Retailers

Further
improving
our strengths

Strengthening and White Logistics
expanding the highly Movement
efficient nationwide Improvement of
distribution network delivery

Addressing
social issues
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Strengthening logistics solution capabilities

Logistics base to enhance capability of logistics solution

Developing a highly efficient and large-scale
distribution center

We will aim to optimize and streamline the entire supply chain including consumers who acquire the products.
We think that we not only pursue to improve productivity of our own RDC but also want to contribute to
improving productivity of retailers, manufacturers and delivery companies through our capability to eliminate
the waste in distribution processes. Based on the above thoughts, we hold land and RDC ourselves and we
design the center buildings and distribution facilities with our own know-how considering for service level at
first. In addition, we provide stable, high-quality distribution services in any area through our RDC network
located at 16 locations nationwide.

RDC network located in 16 locations nationwide

RDC Hokkaido

* RDC Niigata RDC Tohoku
RDC Hokuriku RDC Miyagi
.:
RDC Sakai % RDC Saitama
[ ]
[ ]
RDC Kinki 9 RDC Kanto
e o
.
£ oo
« ¢
RDC Chugoku & RDC Yokohama
[ )
RDC Shikoku RDC Chubu Center 1
RDC Kyusyu RDC Chubu Center 2 *New logistics model

RDC Okinawa
Responding to the business expansion needs of retailers

The nationwide RDC network can respond to the rapid increase in
handling the volume of products and expansion of the developing
area of retailers due to aggressive openings of new stores and M&A.

PALTAC CORPORATION INTEGRATED REPORT 2022

WHAT'S PALTAC Corporate Data

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Continued improving existing RDC

We have realized efficient management of our distribution center through internally designing warehouse and
producing IT system which controls material handling equipment, and by seamlessly connecting complex
operation processes. In addition, we have visualized costs and productivity according to a wide range of
operational processes. Through these efforts, we are continuously promoting activities to improve the bottlenecks
in each working unit based on detailed data and making efforts to improve the productivity of the center as a whole.
Furthermore, we are promoting bottom-up activities starting with on-site employees and part-time employees by
utilizing improvement proposal questionnaires, etc., and working as one company to make improvements. Going
forward, we will continue to strengthen activities to improve warehouse operations, such as receiving and
replenishing, including piece picking, which accounts for approximately 60% of our distribution center costs, and
work to further improve the productivity of existing centers that support our ability to generate profits.

M Main operation processes at RDC (Regional distribution center)
Piece picking productivity

s Manufacturer (UMH %

1 A

l .

1 140 @S Conventional model ~ @mmm® Company-wide models
1 v (Conventional + New model)
1 -

1 Receiving )

|9 e 135

1| e ¢ ¢ 38

- o

: S Inventory Inventory ZEE 130

1|2 o by case by piece 38 %F

HEE v | _Ferenisting_ 4 =53 125

1 @ g. g =2<

N Picking o

1 (2 8 icki " o 2

e g- Picking by piece o 2 ] 120

: Q3 by case (About 60% of 858

1 8 'a warehouse costs ) '8 '5 3_ 115

1 (o & ‘ @52

(83 v 558

] o : S33 110

- g Sorting by store 55

1 =3 o o

i | 5 v 5 105

I @ o A

1 Shipping ;

1

1 A 100

Ll

! \ 4 ) . .

1 95 Quarterly changes since the period of the previous
‘. Retailer Medium-term Management Plan(FY2019/3 - FY2022/3)

* Number of lines (lines of slips) that one person can handle in one hour

The power to generate “system” Human capitals that

support internally development

Internal production that supports effective
improvement activities within the distribution center
makes it possible to introduce optimal material
handling equipment and flexibly change the
“system” of IT system responding to changes of the
business environment. In this way, we are aiming
to continuously improve productivity. In addition,
internal production makes it possible to construct at
low-cost way and further accumulating know-how,
such as acquired 18 patents even though we are in
the distribution business. This is also a driving force
for creating new systems.

System department 116 members
R&D department 43 members
Logistics department 39 members
(As of the end of March 2022)

members

Number of
patents obtained

patents
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Strengthening logistics solution capabilities

Strengthening and expanding high-efficient distribution network

Challenge of further improvement personnel productivity

With the advancement of digital technologies such
as Al and robot, we have taken advantage of this
situation to expand business, and newly
established Business Restructuring Promotion
Division (currently Research and Development
Headquarters) in April 2016 and undertaken to
acquire knowledge of cutting-edge technology.
Through fusing low-cost distribution know-how, we
have accumulated so far and cutting-edge digital
technology, we have worked to develop new
logistics model for achieving greater productivity.
As our first new logistics model “RDC Niigata”
performed well, we have started operation of the
second “RDC Saitama” in November 2019. RDC
Saitama has also achieved greater productivity,
and after October 2020, we have stably realized
piece-picking productivity more than two times
than that of existing model that we targeted. In the
future, we will try to make further improvements,
and also through the continuous construction of
new RDC improving the shipment ratio of the new
model which remains low at around 10 percent, we
work to enhance and expand high-efficient
distribution network, simultaneously ensure
shipping capacity that support for sales expansion.

RDC Saitama Piece picking productivity

compared to conventional model

(times)

25

. ”_/\/\
From 3Q FY2021/3

e Stably realize

Lo picking productivity
two times than

05 conventional model

0.0

2019/11 2020/10 2022/3
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. . Toward Flurther
Change in social Growth
environments
Further advances in

digital technologies ..
ppportunities

Nov.2019
RDC Saitama has started operation

Aug.2018
RDC Niigata has started
operation

Apr.2016
Established the
O Business Reform There is a limit to improving
au@ Promotion Office personnel productivity through
conventional model on its own.

v

Flow of time

RDC Saitama

Aiming to ensure shipping
capacity and raise the shipment

ratios by the new logistics model

Investment plan during the three years

Medium-term Management
(FY2022/3-FY2024/3)

¥ 30 billion

[Investment areal
Tohoku, Kanto, Kansai, Kyushu

During the period of the medium-term management plan,
“Tochigi distribution center” is scheduled to start operation in February 2023.

WHAT'S PALTAC

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Corporate Data

New logistics model achieved productivity improvement
and human-friendly center operations

[Piece picking]
Picking products that automatically :
flow to the work area
Ratio of operation

Walking 0%:Picking 100%

(Conventional model)

Walking to the product spot and
picking them as if they are
shopping

Ratio of operation

Walking 50%:Picking 50%

[Case picking robot]

Determine products
on a master-less
= Eliminate the need for
cumbersome registrations

[Case loading robot]

Automatically load the cases into the
shipping materials handling system
= Be free from heavy labor innovative

[Automatic
acceptance inspection] 1
The inspection will be
completed automatically
only by putting the
products that placed on
the pallet into the lane
=Forklift work is
unnecessary,
so it is safe
= Completion of
inspections during
lane transport reduces
driver unloading time

—

[Piece picking robot]

Challenging to develop automated
piece picking system which is highly

Construction of “Tochigi distribution center”

We are proceeding with the construction of the
Tochigi distribution center, which will serve a
contract logistics service to CAWACHI LTD, with
the aim of expanding shipping capacity and
improving productivity in the Kanto region, which
is our largest market. This center is planned to
use the new logistics model, and we will deploy
the management know-how, cultivated at “RDC
Niigata” and “RDC Saitama” which are already
operating under the new logistics model, to the
contract logistics center. In addition, we will build
an efficient distribution system that is suitable for
CAWACHI’s store location and delivery plan, etc.,
through operating the center as a dedicated that

for CAWACHI LTD. By enhancing mutual
collaboration and cooperation between both
companies, we will also promote initiatives to
reduce the environmental burden, such as
efficient recycling of recyclable waste utilizing the
product distribution network.

Tochigi distribution center location:Nogi-machi,Shimotsuga-gun,Tochigi

Amount . ghouty233bn  Stof

Investment shipment(plan) February 2023‘
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Strengthening logistics solution capabilities

Taking on the challenge of improvement of delivery

Realizing to address for both White Logistics
Movement and increase in delivery costs

As the so-called “2024 problem”, caused by the enforcement of the Work Style Reform Law from April 2024
which will set the upper limit of overtime hours for truck drivers, is imminent, addressing for delivery issues
such as White Logistics Movement etc., arising from driver shortage have become urgent issues. For us, that
provide daily necessities, not only raise of delivery costs become burden on our operation but also these
issues could subject us to potential difficulties in continuing of stable supply, so challenges for improvement
of delivery operation are high priority issues. Aiming for ensuring continuous distribution, we have to take not
an instant measure, but a real solution which can provide the unified view of the entire supply chain. Through
these solutions, we simultaneously aim to achieve reduction of CO2 emissions.

M Worsening delivery issues

Percentage of companies Average waiting time of Forecast of truck  (souce: Rawey Frg pssoiaion 2010 eadarers
. . Committee Report”
that answered that there drivers driver supply and e

was a shortage of drivers demand
Shorten by 25«

1hour45minutes In 2028
85
(Source: Japan Trucking Association

“Human Resources securing Seminar 2018” participant survey) = Del I ve ry c ap ac I ty red uc ed to 3/4

(Source : Ministry of Land, Infrastructure, Transport and Tourism,
Ministry of Health, Labor and Welfare
“Fact-finding Survey on Truck Transportation Status 2015")

a 3 a \ 3

Major points of Initiatives : Improvement of loading efficiency,
Reduction of trucking vacancy rate, Reduction of driver restraint time, etc.

PALTAC (shipper) Delivery companies Truck drivers Environment
Increasing income
Improving labor

environment

Reduction of CO2
emissions

Teyl 10943

Delivery cost control Improving profitability

=
@
o
2
@
=,
2
5
Q
—
S

Utilization of warehouse dock reservation system

By March 2021, we had introduced an internally
developed warehouse dock reservation system at
major RDCs nationwide. This system eliminated
the process where drivers had to wait their turn in
front of the center and then reduced truck wait
time by about 65%. In addition, the efficiency of
operation in the warehouse has been improved by
systematic and appropriate allocation of labor
based on the digitized entry schedules. Goin
forward, we willg\J/vork to fur}[/her promote the Vg\l/hite ¢ 54 ¢ - 18
Logistics Movement and improve productivity by minutes minutes
expanding the number of delivery companies that

can utilize our system and improving operations.

Approximately 65% reduction

in truck driver waiting time

Before introduction After introduction
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Initiatives for improvement of delivery efficiency

Initiative for improvement of delivery efficiency are not
only just beginning now, but situation of the customer

and shipping volume, etc., are constantly changing.

Under the situation where the success patterns of the

past are no applicants, broader vision and more
flexible ideas and continuous efforts has come to be
required. Currently, We have launched a delivery

Voices from on-site where the challenges of

delivery innovation are taken up

Trying to solve social issues with
the entire supply chain in the spirit of

“Collaboration and Cooperation” and “Sampo-Yoshi” Toru Nagabuchi

Q: Please tell me about the issues with
delivery that you feel on the site.

The firstissue is the driver shortage. In the case
where sudden necessity to arrange a truck is
arising, even if | ask ten delivery companies, | can
receive a response from only one or two
companies, so | struggle every time. Five years
ago, | had not experienced that. Also, | feel that the
burden on drivers is increasing year by year
because the number of deliveries per driveris
increasing.

Q: Are there any points you consider important
when carrying out the project ?

| value the spirit of “Sampo-Yoshi”, which is our basic

thinking in carrying out our operation. | am trying to
create benefits not only for us, but also for retailers
and delivery companies. If | receive a proposal for
cost reduction from a delivery company, | consider
from the viewpoint of overall optimization, for
example, whether that would be beneficial for the
retailer as well. In addition, when making
improvements, | try to communicate with as many
people as possible, both internal and external the

company, in order to have a broad perspective and to
correctly understand the thought of business partners.

innovation project with the participation of on-site
delivery representative from each area, and commit

initiatives such as reduction of transportation distance

and application of free trucks, collaborative delivery
under the slogan of “all of the delivery company and

drivers and our company and the environment equally

can gain benefits” and “active share of information”.

Kyushu Branch Office
RDC Kyushu

Logistics department
Delivery representative
Leader

Q: Has there been any change in yourself
through the project ?

| think my perspective has been broadened because
| was able to learn about the improvement initiatives
and successful examples of other branch offices. At
the beginning of this project, | sticked to reduction of
delivery costs. However, through proceeding this
project, | was able to reaffirm the importance of
resolving the industrywide issues of “driver
shortage”. Also, | think that | have been able to
develop a broader perspective and to enhance the
level of my awareness for initiatives.

Q: Please tell me about your next ambitions.

As the so-called “2024 problem” is imminent, |
would like to work on the theme of reducing the
burden of drivers in our spirit of “Sampo-Yoshi”. |
am verifying whether the burden of drivers can be
reduced by improving our operation without
changing the current contract unit price. If it goes
well, | think, the productivity of drivers will improve,
and as a result, it will lead to an increase in their
income. By continuing these initiatives, | try to build
a more efficient system, and | would like to work
hard in the following steps so that the improvement
activities of the Kyushu branch can be a successful
example that other branches refer to.
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Strengthening logistics solution capabilities

Taking on the challenge of

both Non-Foods

Through cooperation with YAKUODO Co. Ltd., we
are taking on the challenge of “Collectively-
managed logistics” that handles both non-foods
(cosmetics, daily necessities, etc.) and foods
products which had been handled separately.
Drugstores, which account for about 60% of our
sales, are expanding sales of foods due to rising

Collectively-managed logistics
and Foods products

Through this initiative, we will contribute to solving
social issues, such as addressing driver shortage and
reducing CO2 emissions. At the same time, we will
strive to acquire knowledge about the characteristics
in foods logistics and efficient management know-how
and strengthen the foundation that contributes to
challenge of expanding new business domains.

consumer needs. Along with this trend, the needs of

our customers for more efficient distribution are
increasing, and we recognize that the challenge of
Collectively-managed logistics both non-foods and

foods products are a great opportunity to contribute

to solving social issues by utilizing our distribution

know-how. In addition to improving the efficiency of

delivery through bulk logistics, we will take on the
challenge of improving the efficiency of overall
distribution beyond conventional domains by

deploying the logistics know-how (*category delivery

Drugstore market / Sales Composition
by Product Category

Dispensing,|
Foods

(includein the
frozen foods)

31

merchandise
(non-foods)

59+

etc.) that we have cultivated in non-foods products.

Source : Ministry of Economy, Trade and Industry Current Survey of
Commerce (April 2021 to March 2022)

Promoting this initiative through
expanding shipment capacity of RDC Miyagi

Full-scale operation in September 2024

Yearly shipment capacity : ¥35.0bn — ¥55.0bn  Investment amount : Approximately ¥4.0 bn

Targeted logistics

Southern Tohoku region + Room-temperature foods

Changes in logistics

YAKUODO Non-Foods centers Non-Foods only

Expected benefits

Reduction of the burden of

WHAT'S PALTAC Corporate Data

PALTAC'’s Value Creation PALTAC'’s Value Foundation

BCP

Strengthening the “secure and safety” logistics base
that realizes stable supply even in an emergency

We believe that it is our mission to reliably deliver the “daily necessities” that are indispensable to people’s
lives at all times, and we try to provide products stably under normal conditions and even in emergencies. In
order to do that, we are strengthening our distribution base to respond to various issues such as natural
disasters, etc. By constantly reflecting the experience of a disaster in the BCP, strengthening equipment, and
building optimal operations, consumer will be able to obtain products that enrich daily lives “at any time” and
“affordably”. We will work to maintain and continue the “stable supply” that supports such usual daily lives.

Functions that support B CP

Seismic isolation
structure

Adopted a structure that
minimizes the effects
of earthquakes

Emergency private
power generator
Center operation is

possible for three days
in disasters

Mutual shipping
system

Even if one center
cannot be shipped,

L u alternative shipping is possible

from another center

Server duplication
system

Building a system that can
contribute to operate
even in an emergency

Building an organizational structure in Preparation of disaster

m o store operations
ﬁ .=% Dec"e“’tee’g;?yb{ ea)‘Ch YAKUODO Store - Decrease in the number of receiving
(Contracted and managed by PALTAC) __‘_/‘i\ (twice = c_m_ce) .
=mi= . Impr(_)vement of efficiency of d_|splay
YAKUODO Foods centers operations through category delivery
-R Number of receiving
reum’e X

(Contracted and managed by Foods only

other foods wholesalers)

Collectively-managed logistics for

2 both Non-Foods and Foods products

—+

D YAKUODO Non-Foods +

= Foods centers - Delivering by each YAKUODO Store

=F r‘R category (O) /i

@ ' G .-_ © ° ——-—_4-%

o [T — ]

% (Contracted and managed by PALTAC) Reducmg the Number of receiving
o number of trucks by x

*Category delivery : Classifying and delivering products by category to adapt to layouts on the sales floor of retail store.

Reduction of operational burden in store due to reducing the walking distance during product display.
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Reduction of delivery costs and
promotion of White Logistics
Movement
+ Reduction of the number of labor
and trucks needed for delivering
by 20 to 30%

Reduction of environmental burden

* Reduction of CO2 emissions by
reducing the number of trucks

disasters

In the event of an earthquake with a seismic intensity of
6-lower or greater, we willimmediately grasp the
disaster situation and set up a “Disaster
Countermeasures Headquarters”, in principle, at the
head office as necessary. In the event of the Great East
Japan Earthquake in March 2011 and the Fukushima
Prefecture Offshore Earthquake in February 2021 and
March 2022, the Disaster Countermeasures
Headquarters was set up immediately after the
earthquake to promptly confirm the safety of employees
and their families in the affected areas and the status of
the disaster. At the same time, the headquarters took
the lead in implementing various measures to ensure
business continuity.

countermeasure manual

We have prepared a manual that shows specific
details about damage estimation, preventative
measures, restoration and continuation of operations,
organizational structure in emergencies, etc., and
make it known to every employee.

o ST EERE
TEAEA IEnaERaE =T
BxvzaTa -

‘Disaster Countermeasures  “Earthquake Initial Action Manual”
Maintenance Basic Manual”
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Enhancing IT systems, supporting our value creation model, is essential key to be able to realize the
improvement of productivity and precise response to practical needs. In addition to strengthen cybersecurity
addressing increasing cyber risks, we placed our priority on shifting from defensive to “Offensive IT
structure” through restructuring of our IT enterprise system, retaining and developing of digital talents and so
on, and adapt to changing practical needs. Moreover, we will continue effort to transform our value creation
and operating system through DX strategies for the next generation.

Environmental The progress of digital technology and IT,
changes to be Increasing importance of data utilization along with the progress of
addressed digital technology and IT and diversified needs

Strengthening our value creation model which is the

SR “Essential key”

Restructuring IT enterprise system, Active use of digital technology,
Key initiatives Strengthening cybersecurity structure,
Retaining and developing of digital talents

Ensuring provision of added Strengthening cooperation

Strengthening logistics Strengthening retail

Ccor p 0) I‘ate Val ues solution capabilities T solution capabilities

Ieigital literacy raising

“Enhancing IT system and Promoting awarenessiofldigital”

Effectively using
PP - 99 Work style reform technology/usage
digitization X , the data

Enhancing’IT system
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Enhancing IT system and Promoting digitization

Promoting Digital Transformation (DX)

Aiming toward realizing innovative productivity
in the entire supply chain

The ideal DX which we should aim for is realizing innovative productivity in the entire supply chain by utilizing
digital technology. DX Promotion Department, newly established in April 2022, plays a central role toward the
realization of this goal. In promoting DX, we will first build the foundation for promotion of DX by revamping
internal IT systems and strengthening security. We will take on the challenge of realizing innovative productivity
in the entire supply chain by accumulating optimal digitization efforts in response to conditions, such as the
deployment of technologies “connecting” between goods and people and the response to digital needs internal
and external the company, by leveraging the resources and knowledge generated under the new foundation.

Our Aim

We would like to strive to contribute to customer’s prosperity and to create people’s rich
and comfortable daily lives through distribution

uonNgISIp
ul X psemoL

the supply chain threughlutilizingldigital technologies

Deploymeptofitechnelogieslanddata utilization
“connécting and people
Responding to digitalineedsifromlinternal'and/external the Company
<Examplesloffexistinglinitiatives> <Expansion andfacceleration
system (In-store information through Digital\Rypamicslinitiative(RBl)=

onnecting store information to ret ation transmission method between companies
egotiation system
s processes (slips, bills, etc.)

Virtual exhibition
Efficiently connecting retailers
via the virtual space

2Z1|3n [e)Bip [enpiApu

ing needs for product information
s for the EC business of retailers
Strengthening analysis of sales trend

- Forecasting demand (by utilizing Al) and sharing, etc.

* Development of VAN servi
Connecting information about ordering and receiv
retailers, wholesalers and manufacturer

Restructuring/ofiinternal systems Enhancingisecurity.

*Information Security Policy
*Introduction of external audit

» Utilizing open cloud
* Abolish or merge of a huge amount of operational data

+ Strengthening Al and Robot utilization technologies *Operation of the information management committee
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Measures to Promote DX

Toward the realization of DX, we are proceeding
initiative by classifying it into three areas, A, B, and C,
from the perspective of “internal / external” and
“existing business / new business”. In area A where
we are aiming to reduce unreasonable, wasteful act
and unevenness in the company, we are trying to
enhance resources to provide value to external the
company by reforming business processes, and
focus on total working hours and man-hours for each
task as a KPI. Next, in area B where we are aiming to
provide value to the external the company in existing
businesses, the currently ongoing “PIT system” and
“VAN service” fall into this area. This is an area that
aims to extract issues that will lead to new value
creation and accumulate data while increasing sales
and profits for the entire supply chain.

Then, by investing the resources and know-how
gained through A and B into area C initiative which
bring out a new service, we would like to realize
innovative productivity to create a new value for the
entire supply chain.

System for DX promaotion

In order to create new value through the use of digital
technology, it is important to “connect” digital
technology and issues of distribution with diverse
perspectives, knowledge, and ideas. Accordingly, we
established DDI*, a cross-divisional DX promotion
taskforce-team composed of members from each
department who decided to participate on their own.
To promote optimal digital utilization, with the DDI as
center player, we will effort to strengthen cooperation
among departments, promote understanding of the
activities and on-site needs in the systems
department, and to improve the digital literacy and
digital awareness in our user departments. We will
also effectively utilize external resources, such as the
IT environment, and work to “acquire diverse
knowledge”, “to accelerate commitment to initiatives”,
and “to maximize the value creation”, through internal
and external collaboration and cooperation.

PALTAC'’s Value Creation

PALTAC's Value Foundation Corporate Data

New business model

Achieving Business
“Sampo-Yoshi” [
transformation
Deployment of
Area B

resouices and Area C
knowzhow

Taking on the
challenge of creating
new value for the
entire supply chain

Increasing sales and
profits for the entire
supply chain

Exiting business New business
Deployment ofy
resources and

know-how
Aiming for productivity by
two times and cost in half

Working-Style reforms

JAChieving]DX4byj

Area A promoting
Reducing internal ﬂiﬁlﬁﬂm@ﬂam
unreasonable, & QM@

wasteful act and
unevenness

eusaiu

Promoting effective digital utilization centered
on DDI, taskforce-team that plays a central
role in DX promotion across departments

e Y

PALTAC

| Management layer |

Proposal/Report T ¢ Instruction/Supervision

DDI Project (company-wide taskforce-team)
< 0 “
QO > ut
5 5 S==Erm=3 o P
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o E = =3 .
o g a% ==
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o DX Promotion 2z
= Department
@ 5
v
Z
iNge g2 o m”
Bom 2y 0w O
2 ﬁ X

Information System Research and Development

Company-wide perspective, speedy,

L enhancing and training human capital )

‘Collaboration « Cooperation
_External resources
(IT environment / new knowledge)

*Please refer to our website for details of DDI(Digital Dynamics Initiative) Disclosed on July 28, 2022 Notice of the started of DDI
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Enhancing IT system and Promoting digitization

Enhancing IT system

WHAT'S PALTAC

PALTAC’s Value Creation PALTAC's Value Foundation Corporate Data

Cybersecurity system

Timely responding to changing practical needs
through strengthening of development skills and speed

Practical needs for IT system function have rapidly
changed with the diversification and complication
of society. Nevertheless, our IT enterprise system,
which was repeatedly revised pursuing efficiency,
has brought many issues such as increasing
frustration with maintenance operations and these
issues made it even more difficult to meet the
practical needs. Therefore, we thought that we
should free ourselves from the situation with an
emphasis on the “Defensive IT structure” and
shifted management resources to the “Offensive
IT structure” to offer added value to the customers
and started restructuring of our IT enterprise
system from April 2020. And along with the
restructuring our IT enterprise system, we are
shifting our IT platform to open-source cloud
platform and advance the consolidation and
abolition of the data with a view to flexibly utilizing
that. Regarding to retaining and developing of
digital talents who are needed to carry out our
strategy, we intend to start through training to

boost of existing human capitals, and then we
establish the system including career path in order
to raise retention of human capitals who are
recruited from outside, and actively hired digital
talents.

ensive IT structure”
Juick response to the changes
cing our value creation model

“Offensive IT structure”

“Defensive IT struc
System maintenance
Improvement of operational

—— Skills required for digital talents

Ability to manage the organization

Ability to master cutting-edge
technology

Ability to identify issues

Implementing cybersecurity system

There are increasingly cyber risks with the progress of digital technology and IT. And also, there were some
cases of companies who were damaged by the cyber attacks and not only had a financial impact but also
lost their credibility. We implement digital technologies as important tools for our sustainable growth, and as
an enterprise responsible for intermediate distribution of daily necessities, we are working to strengthen
cybersecurity addressing cyber risks which making secure supply of products difficult. In specific, we have
established a dedicated team mainly consisting of expert and qualified persons of cybersecurity, and ensure
a strong security in collaboration with the Cybersecurity council and external audit and so on. And we raise
awareness of the importance of ensuring security not only to system administrators but also to users and

effort to establish solid security throughout the company.
Constructing the solid security system

Number of cyber attacks and
intrusion access detections

Internal development to generate our strength

We have found it most appropriate to establish IT
systems which support our effective function of
sales and distribution operation by our own and
have internally established those systems without
simply relying on the outside vender because we
have in-depth understanding of our business and
operation. This enables us to gain a competitive
edge and helps our sustainable growth. But not all
the IT systems are established by our own. Since
outsourcing and off-the-shelf IT system also has
some advantages, in non-competitive field such
as accounting, we use outsourcing and off-the-
shelf IT system and concentrate our development
resource into a competitive field. From now on, we
will try to further evolve our internal development
system to enhance our competitive advantages
while incorporating external IT environments and

PALTAC CORPORATION INTEGRATED REPORT 2022

new knowledge effectively.

System development image

3
Q Internally @
3 development <
L . =
@ Distribution S 3
= R Construction distribution S
'é"- functions system that we are aiming for 3
o) (sales/logistics) o
QD >
a; * Fast and flexible development —
1) and error handling g
*Low cost >
o
z o
S Outsourcing, =

1 .
o 9 Office Off-the-shelf IT system )
T 3 functions o
QO '8 (accounting/ * Easy to respond to law revisions =
= general affairs) * Concentration of development 8
< resources on competitive areas Lg

D

Significant increase
year by year

Security

1.6times teams

1.4times i
Accumulating Know-how Shari he | inf .
From a third-party perspective aring the latest information

External

Cybersecurity

council, etc.

audit

FY2020/3 FY2021/3 FY2022/3

Strengthening security with the “Information Management Committee” as the core

In order to ensure thorough information-management, selected from each department. Centered on this
we have established an “Information Security Policy” committee, we strengthen security trough repeating
and “Information Management Regulations” as the PDCA cycle of formulating of plan, executing,
standards for information management, and have evaluating (auditing), and improving for strengthen
established an “Information Management Committee” information management, systematically and

as an organization under the direct control of the Chief ~ continuously,. In addition to strengthening security, we
Information Management Officer (Representative are also striving to improve the awareness of

Director, President). Under the direction of the Chief information management among each and every
Information Security Officer (CISO), it consists of employee who handle information, such as by
managers and representative in charge of operations conducting regular online training.
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Enhancing IT system and Promoting digitization

Providing_ Value_through_Digital Utilization for DX Realization

ol S N I il

Examples of initiatives

We will aim to realize “innovative productivity in the entire supply chain”

by accumulating effective digital utilization that responds to

changes in the social environment

Started providing “PALTAC VAN Service”
- an electronic data interchange system

To support for promoting DX in the retail industry
and also to promote our DX, we have started
providing “PALTAC VAN Service”, an EDI (VAN)
service, - an electronic data interchange system.
In general, “VAN services” are provided by IT
vendors, but we who are involved in distribution
directly provide that services with advanced
integration of data which realize to complete not
only “sales activity” and “logistics operation”

PALTAC Wholesalers

Orders, etc.

Orders, etc.
r PALTAC
<+—> VAN
service

*Data conversion
*Data collection
and distribution
*Operational
support

- Please refer to our website for details of these initiatives

but also “data exchange” within the industry.
Thereby, we will contribute to cost reduction in
the industry as a whole. In the future, Including
providing VAN service, we will effort to
contribute to optimizing and streamlining of the
entire supply chain through striving to solve the
issues in “data exchange” while going beyond
the existing business domain.

Contributing to resolving issues in “data
exchange” in addition to conventional
business domains of “sales activity” and
“logistics operation”

Even “data exchange” is completed within
the industry

Contributing to reducing cost of the entire
supply chain

Contributing to resolving the issues for

retailers promote DX, such as creating

funds for IT investment of retailers and
securing IT talents

-December 16, 2021 Disclosure: Notice regarding the provision of “VAN Service”, an initiative to promote DX
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Corporate Data

Held “PALTAC Fair 2022” virtual exhibition

We hold the exhibitions in February every year
and invite retailers nationwide to introduce our
unique MD proposals and intermediate
distribution functions. In 2022, as in the
previous year, we held a virtual exhibition
online because it was difficult to hold a real
exhibition due to the COVID-19 pandemic. This
exhibition, which utilized digital technology,
enabled us to present our unique proposals
without incurring travel costs, in addition to
reduce the risk of infection. In addition, by
utilizing the characteristics of virtual, such as
offering a large amount of information and
holding in long-term (approximately one month)

B PALTAC Fair 2022

NS M —
SHEBE] =

“Warehouse dock reservation
system”

Reducing long working hours in the
delivery companies

In order to solve the delivery issues becoming
more serious, we have introduced internally
developed “Warehouse dock reservation
system” to all our distribution centers nationwide
by March 2021. In addition to achievement of
reduction in driver’s waiting time by
approximately 65%, this system improved
productivity of warehouse receiving operations
by utilizing digitized reservation status.

(For details of initiatives, please refer to p.56.)

PALTACTx7 2022 @EED

that cannot be achieved through real, we were
able to repeatedly explain the interest and
important points for retailers. As a result that, we
received high evaluation that this event enabled
a deeper understanding of products and
initiatives. Also, we are extending the know-how
gained at the virtual exhibition to business
negotiations such as when new products are
launched, and offering that enhance information
on product features and other topics. Although
the system was constructed to respond to the
COVID-19 pandemic, it has become an important
sales promotion support tool that “connects”
manufacturers and retailers with digital.

PALTACTx7 2022

2 SEBEIRN IRG-RYARR

“PIT system”

Realizing store revitalization and
creating a comfortable working
environment

We have established a PIT system (In-store
information sharing platform) that enables
retailers, manufacturers, and our company to
share the status information of product
development at retail stores in real time. In
addition to contributing to sales expansion
through more precise effectiveness verification
and proposal of sales promotion based on in-
store information, we are realizing efficient store
support activities.

(For details of initiatives, please refer to p.41.)
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As a foundation for
our sustainable growth
“Developing talent and organization”

PALTAC CORPORATION INTEGRATED REPORT 2022

)

L -
3

o2
While making use of diverse talents, we will strive to promote understanding of our corporate philosophy and
will improve organizational capability to steadily carry out our business strategies. With respect to human
capitals, we will undertake various measures to draw upon the strength of our employees through supporting
and encouraging them who refine individual expertise in respective workplace and position and also maintain
the spirit of challenges and GRIT (Guts, Resilience, Initiative and Tenacity). With respect to an organization,
we will efforts to strengthen integrated management of each division using digital technology and so on and
to establish the structure which is formulated to enable us to demonstrate comprehensive strength.

Environmental
changes to be Diversification and complexity of issues to be solved
addressed

: Establish human capitals and organization that
Our aim .
capable to carry out our strategies

} Penetration of management philosophy,

Creating a comfortable working environment,
Improving personal skills, Active mid-career recruitment

Key initiatives

4

01 Strengthening retail solution capabilities

02 Strengthening logistics solution capabilities

Human capitals as a
significant driving force
(04 Dpeveloping talent and organization for developing
new value creation

03 Enhancing IT system and Promoting digitization
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Developing talent and organization

Human capital strategies for realizing business strategies

Realizing new value creation of distribution
by enabling each and every employee to
fully demonstrate their capabilities

Based on the idea that human capitals are the source of growth, we are working to develop human capitals
and organizations that possess the skills and mindset necessary to execute our business strategies. In
addition to actively securing diverse human capitals, we strive to visualize human capitals by using HR data,
identify the gap between the human capitals and organizations we should aim for and the current situation,
and thereby we plan the countermeasures. We are advancing initiatives from the three perspectives of
“flexible personnel system”, “promoting health”, and “continuously developing personnel”’. Through these
efforts, we willimprove employee engagement and create new value in distribution by building an organization

that can demonstrate the diverse ideas and strengths of each individual employee.

Our Aim

We would like to strive to contribute to customer’s prosperity
and to create people’s rich and comfortable daily lives through distribution

PALTAC VISION 2024 (Medium-term Management Plan)

®Enhancing IT system and
Promoting digitization

@sStrengthening logistics

@sStrengthening retail
solution capabilities

solution capabilities

@Developing talent and organization

Awareness +Rapid changes in the business environment = Securing and developing human capitals with diverse skills and ideas
. -Decrease in the working populations = Establishment of an organization that maximizes the performance of each
of issues individual (improvement of the environment)

Realizing new value creation of distribution by enabling each and every employee
to fully demonstrate their capabilities (Please refer to the right page for details)

f

Toward an organization that maximizes the activities of each and every employee
(Improving employee engagement)

Our vision

H Continuously developing personnel
Flexible personnel Promoting health —  (Penetration of corporate mind and
system improvement of skills)

Visualization of human capitals (utilization of HR data)

f

Securing diverse human capitals

A
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PALTAC'’s Value Creation PALTAC's Value Foundation

Our vision

“System” of high-efficient distribution on its own cannot realize optimizing and streamlining of the entire
supply chain. The system can function more effectively when accompanied by know-how of efficient
operation and improvement of the system. We develop the system, not end, and it is necessary to update
and newly creating as business condition changes. These works are exercised by power of our human
capitals. Amid such radical changes in the social environment, human capitals who have “Innovative Spirits”
take on the challenges and do not give up with their strength “GRIT” and repeat the cycle of “improvement”
and “creating a system”. By these activities we try to establish the optimal supply chain to fit for changes of
time repeating. Going forward, in executing the strategy of vision 2024 we will work to establish organization
in which we create human-resource-management system for enhancing skills and appropriate allocation
based on individual characteristics, and will try to create new value of supply chain.

Work-field
capabilities
Identifying unique issues

(problems and difficulties, etc.)
Solving issues with GRIT

Human
capital

GRIT Improvement

Innovative Spirits
Sampo-Yoshi

Coordination
Creativity

Through communication within and outside
of companies and properly
resolving issues
(work reform/ create business models)

Expertise

Using expertise in digital
technologies, accounting, etc.
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Developing talent and organization

We are working to secure diverse human capitals to
implement strategies that respond to rapid and
complex changes in the environment. We are actively
recruiting human capitals with specialized skills such
as digital technology, and are working to improve the
percentage of female employees in management
positions. In order to improve the percentage of female
employees in management positions, in addition to
creating an environment that enables flexible working
styles that allow employees to balance work and
family, we are actively recruiting to increase the
percentage of female employees, which currently
stands at around 20%.

Aiming to enable each and every employee to work
with a sense of job satisfaction and motivation, and to
enable both employees and the company to grow
together, we are striving to create a flexible system,
which allows diverse human capitals to play an active
role, including “a childcare and nursing care support
system” that supports a balance between work and
family. Also, in June 2022, in light of changes in the
environment, such as the progress of digitization, the
activities of professional human capitals are becoming
more important, we revised our personnel system to
establish a new professional course in order to
motivate our professional human capitals and enable
them to fully demonstrate their skills. In the future, we
will work to strengthen our human capitals and
organization through promoting the development of an
environment in which diverse human capitals will be
able to make the most of their abilities.

In recognition that maintaining and improving the
health of our employees is an important management
issue, we are enhancing health checkups, improving
the uptake rate of secondary examinations,
addressing mental health such as mental health
education and EAP hotlines, and training for health
maintenance and improvement. In March 2022, we
were certified as a “Health and Productivity
Management Outstanding Organization 2022”.

PALTAC CORPORATION INTEGRATED REPORT 2022

2020/3 2021/3 2022/3
Percentage of
mid-career hires 2L SR S
Percentage of mid-career
hires in management 68.3% 68.4% 67.9%
positions
Percentage of female 18.1% 18.3% 19.1%

employees

Percentage of female
employees in 5.6% 5.8% 6.1%
management positions

Percentage of new female

hires 28.0% 35.8% 30.9%

Target figure for the percentage of female employees in management positions
8.0% (by the fiscal year ending March 2025)

Main initiatives
+ Childcare and nursing support system
+ Changing retirement age (Changed from 60 to 65)
+ Silver human resources employment system
(Employable until the age of 70)
+ Work from home
+ Introduced variable working hours system (December 2020)
+ Revised our personnel system in which professionals can
take maximum advantage of their abilities (June 2022)

2020/3 2021/3 2022/3

Number of users of
childcare support system 31 31 34
(childcare leave)

Number of users of
childcare support system 52 51 46
(short working hours)

Percentage of employees
returning to work after 100% 100% 100%
childcare leave

Number of users of the

silver human resources

employment system (65 270 228 L
years old and over)

We will continue to enhance our initiatives to improve
health, based on the belief that it is the foundation for
sustainable growth to work in an environment where
each and every employee are highly conscious of their
own health and where they can work energetically.

2022
,3:-‘// RERSEREA

i~ Health and productivity

WHAT'S PALTAC

In order to support the long-term growth of human
capitals, which is the source of our sustainable growth,
we have prepared a variety of training programs for
each stage. We continuously support employees to
have highly professional expertise through providing
correspondence courses tailored to individual needs
and training organized by each department to enhance
expertise. In addition, from the perspective of business
continuity, we recognize that developing next-
generation leaders is our important issue. For this
reason, we established various educational systems,
including training that current executive directly convey
management philosophy to next-generation leaders.
We also have a system in which next generation
leaders can gain a lot of experience in positions with
responsibility and authority.

% Career training Executive training -
- >

g- New manager training PALTAC school o
= >
0

.. (]

Evaluator training g

= PALTAC Junior School ? 3
= g =]
= New leader training o =
) S 3
S =2

Q@ o

Logical thinking training g

(]

- Career management training o
c =
=3 Second year follow-up training g
o @

New employee training

Although the number of employees has declined over the past five years,
sales have grown 8.3% and the per-employee indicators for both sales and
operating profit have grown in double digits. We believe that this is the
result of each and every employee steady efforts to proceed sales
promotion activities that meet the needs of consumers and improvement
activities aimed at streamlining logistics based on strategies, evenin a
harsh environment such as the COVID-19 pandemic. We will continue to
strive for business growth by steadily executing various activities, and for
the fiscal year ending March 31, 2023, we will proactively secure external
human capitals in order to respond to medium-to long-term changes in the
environment and aim for a stage of further growth.

PALTAC'’s Value Creation PALTAC'’s Value Foundation
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(Training using a web conferencing system)

(Internally training “PALTAC School”)

(Buiurea-a / Buluren)
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e==Om== Net sales per employee
«===O=== Operating profit per employee
Number of employees

Change of indicationis setat 100 for
the fiscal year ended March 31, 2018

2,217
22 2,196

100

2018/3 2019/3 2020/3 2021/3 2022/3
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Reduction of returned products

We are working to reduce returned products in Returned products increase the cost and an
collaboration with customers aiming for the environmental burden of the entire supply chain
sustainable distribution cycle. Returned products Shipping Shipping
. . . . Manufacturer PALTAC Retailer
which occurred with conventional practices cause 7~ )
e . — > A > Mo
not only additional costs related to delivery % .
operation but also increase in environmental
ISSUGS SUCh as C02 em|85|0ns and prOdUCtS Inspection/ Transport of Sorting / Transport of Sorting / g
. Disposal of products return Inspection return Inspection | =
disposal. Returned products are generated by the g
promotion activity which meets the consumer’s l l l l l
needs and seasonal changes, so promotion CO2 emitted during the return process
Reducing CO2 emissions activity and generation of returned products are in
conflict. Maintaining stock availability through the Promotion activity and generation of returned
As an enterprise that contributes to realize people’s rich and comfortable daily lives and moves forward with collaboration of the entire supply chain is essential products are in conflict
people and society, we are promoting initiatives aimed at a sustainable society, such as reducing in order to create sales floor to match consumer’s
. Lo . . . . Small Inventories Large
greenhouse gases through our business activities, such as reducing CO2 emissions from truck needs while reducing returned products. We are < >
transportation by improving loading efficiency in product and optimizing delivery routes, and, reducing the trying to reduce returned products through sharing I ortage z Excess T
amount of electricity used at business sites by switching to LEDs, etc. information, such as status of sales and stock of §
each stores, sales index change of seasonal ‘ § ‘
— . L f sal i T R
prOdUCtS and reneWaI or ellmlnatlon Of prOdUCtS’ (d:csr::ei:?ali:)opportumty % (increase costsand an environmemale::::::)
CO2 emissions etc., with retailer and manufacturer, and promptly
and accurately executing efforts such as mutual To reduce returned products, it is important to maintain appropriate
. o 5 indi o inventory through implementing timely and accurate measures in
Scopel : Direct emissions Scope2 : Indirect emissions products EXChange across the stores and collaboration with manufacturers, distribution and retailers.

Scope3 : Supply chain emissions excluding own company Suspend Of Orders

CO2 emissions per 100 million yen in sales (scope 1 + 2)

—(O— CO2 emissions per 100 million yen in sales (scope 1 + 2 + 3) EIECtrICIty Usage

e e roomen 40,890 Using eco-friendly foldable container

We use eco-friendly foldable containers for product transportation. It uses less plastic and does not contain impurities
such as screws, so it is easy to recycle after it breaks. In addition, the foldable container, which uses less plastic,
reduces the workload and CO2 emissions from trucking.

Easy to recycle through it does not

24% lighter .
contain screws

Old type
3.0 3.0 Current
2.8 18,514
26 26 o type (5}
2.3 :

21 . .

= Reduction of plastic usage
Old type  Current type
3,267 = Improvement of work efficien
. Foldable container provement of work etficiency
2013/3 201473 2015/3 2016/3 2017/3 2018/3 2019/3 2020/3 2021/3 2022/3 2018/3 2019/3 2020/3 2021/3 2022/3

* Calculation range of CO2 emissions
Scope 1: Emissions associated with the use of own fuel
Scope 2: Emissions associated with the use of electricity at business sites and RDC
Scope 3: Emissions associated with truck transportation (shipments from our distribution center: GHG protocol “Category 4”)
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Harmonizing the environment

Information disclosure in line with TCFD recommendations

Climate change which is issue to be addressed on a global scale, and in the dairy necessities distribution
industry, due to climate change, extreme weather has become more severe and posed a serious threat to
stable supply and climate change is recognized as an important issue to be addressed by the whole industry.
We have identified climate change as one of the key issues to be solved for our sustainable growth and have
taken proactive measures which are incorporated into our medium-to long-term strategy. Specifically, in
proceeding with “optimizing and streamlining the entire supply chain” the mission that we should play, through
business activities including reducing CO2 emissions by consolidation of our distribution center and increase in
the efficiency of delivery, the replacement of illumination with LED lighting at the offices and the development
and sales expansion of environmentally friendly products, we are engaged in reducing the environmental
burden. Including these activities, we will move forward with initiatives to address climate change and continue
to identify and assess various risks and opportunities that could arise from climate change and aim to minimize

risks and reinforce our competitiveness. In addition, through engaging in dialogue with our stakeholders, we will

enhance initiatives and improve an environmental information disclosure.

Governance

To promote initiatives across our company aiming for
appropriately addressing climate change, in
accordance with the instructions and supervision of
the President and Representative Director, while the
CSR Promotion Headquarter takes the lead and
cooperate with each department, we identify risks and
opportunities associated with climate change may
have an impact on business activities and propose
policies to address those risks and opportunities. The
Board of Directors receives reports on progress
addressing climate change from CSR Promotion
Headquarter, guided by proposals made by the Board
of Directors, we devises countermeasures to climate
change, create strategic plans, and evaluate, approve,
and monitor progress on these initiatives and plans.

Risk management

In our company, while CSR Promotion Headquarter
takes the lead and cooperate with each department, in
terms of identification of risks, associated with climate
change may have an impact on business activities,
analysis, the level of impact and the likelihood of their
materialization, we assess major risk factors and
propose policies to address. The results of progress
are eventually reported to the Board of Directors and
managed and overseen by the Board of Directors. We
incorporate major risk factors which are identified
through above the process into our medium-term
management strategy and promote to address.
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Bl Promotion structure

—

The Board of Directors

Proposal/ Supervision/
Report Instruction

Business execution '—

President and Representative Director

Proposal/
Report

Supervision/
Instruction

Supervision/
Instruction

Cooperation

Each
«—>

departments

CSR Promotion
Headquarter

M Risk management processes

Risk identification, Assessment, and

Proposal of policy to address

Analysis of environments internal and external the
company that result from climate change through
corporation with the management team, CSR
Promotion Headquarter and each department

Management and supervising

The Board of Directors

Each departments

WHAT'S PALTAC

Strategy

For reference, the scenario analysis uses existing
scenarios published by the International Energy Agency
(IEA) and the Intergovernmental Panel on Climate
Change (IPCC). We assumes two possible worlds: one
scenario assumes “limiting the average global
temperature rise to no more than 2°C above pre-
industrial levels”, or the Paris Agreement goal (the
below 2°C scenario), and another scenario under which
it is assumed that already published national policies
and regulations are achieved without introducing new
policies and schemes, entailing an increase in the
volume of global greenhouse gas emissions from the
current level (the 4°C scenario). We assessed the
impacts on our business under these two scenarios and
we analyzed impacts caused by climate change in 2030
to verify our strategic resilience for climate change risks
and opportunities. As a result of the analysis, under the
below 2 °C scenario, we recognize that we face higher
risks such as an increase in cost due to the introduction
of carbon taxes, etc., and a decline in transactions due
to the delay in efforts to address the climate change
and we can expect the increase in demand for ethical
products. Under the 4°C scenario, we anticipate a
damage on the supply networks of products caused by
natural disaster as a major risk. Nevertheless, we have
established effective Business Continuity Plan (BCP)
that take into account risks including the occurrence of

HRisks and Opportunities

Type of risks/

opportunities

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Overview of the risks/opportunities

Corporate Data

a large-scale natural disaster. One of the measures in
that plan include a system under which, even if the
distribution capabilities at some distribution centers
can no longer be deployed safely, other distribution
centers can take over these capabilities as their
backup. Consequently, we believe that the physical
risks caused by natural disaster may not have much of
an impact on our business in 2030. While addressing
opportunities, we recognize the positive factors by
increase of demand for summer-seasonal products
due to high temperatures and disaster and emergency
response products. And, in either scenario, it is
expected that upward pressure on cost is likely to gain
momentum. That is not only risk but also opportunity
to use low-cost and high-efficient distribution network
as our strength which has been established so far. Our
industry has also faced immediate issues which are
upward pressure on cost, including addressing labor
shortage at retail stores and driver shortage, due to
impact besides the climate change. Under these
environments, we believe that our sustainable growth
depends on how well we create an efficient distribution
system and are striving for optimizing and streamlining
the entire supply chain through strengthening of the
intermediate distribution function and collaboration
and cooperation with stakeholders based on the
medium-term management plan “Vision 2024”.

Impact on business and
finance

Below 2°C 4°C

i Palicies, laws *Increase in costs due to the introduction of carbon taxes, etc.
2 . L . L . . . . Moderate Small
2 and regulations +Rise in the unit cost of logistics due to cost increase in the delivery industry
) E) Reputation +Decline in transactions due to delay in efforts to address the climate change Moderate Small
% +Decline in demand for winter-seasonal products due to high temperatures Small Small
= Long-term *Rise in raw material prices due to shifting weather patterns Small~ Small~
S (raise in purchasing costs) Moderate Moderate
o
S . ] e
Acute Damage on supp!y netvyork .due to an intensification of abnormal weather Small Small
(damage to facilities or injuries to employees)
+Expansion in consumer needs for ethical consumption Small~
) ; ) Small
Increase in sales *Increase in demand for disaster and emergency response products Moderate
Q opportunities *Increase in demand for summer-seasonal products and for products against
S . Small Small
S the hot weather due to high temperatures
5 *Rise in needs for low-cost distribution network which minimize the cost Small~ Small
g' Rise in relative increase to address climate change. Moderate
competitiveness -Rise in needs for distribution base which to ensure stable supply Small~ Small~
(BCP and nationwide distribution network) Moderate Moderate

The degree of impacton  Large:The impact on our business and finance is expected to be large. Moderate: The impact on our business and finance is expected to be moderate.
business and finance Small: Theimpact on our business and finance is expected to be small.
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Harmonizing the environment

<Reference> Assumed worldviews in different scenarios

The impact of transition risks and opportunities to a decarbonized society, such
as the introduction of a carbon tax, will increase.

o : The impact of physical risks and opportunities, such as an increase in natural
4°C scenario . _
disasters, will increase.

Procurement
(Manufacturers)

Introduction of
carbon tax, etc.

Accelerating to switch
to recycled materials

100%
RECYCLED

75
2.‘

Soaring prices of fuel
and raw materials

Difficulty in procuring
raw materials
(Damage to production
due to drought)

"\.t

oueusds J v

Difficulty in procuring
raw materials
(Disruption of Supply Chain)
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Introduction of
carbon tax, etc.

Accelerating to utilize
renewable energy

Damage to the
distribution network

Damage to health due to heat
stress, infectious diseases, etc.

Sales/Consumption
(Retailers/Consumers)

Introduction of Increasing demand
carbon tax, etc.  for ethical products

3}3 &zf}llll

Increasing reputation risk (risk of
reducing business transactions)

|

The impact on consumption due to
price hikes associated with soaring
raw material prices

Decreasing demand for
winter-seasonal products

N

NG

Increasing demand for summer-seasonal,
heat stress countermeasures and
disaster countermeasures products, etc.

-,g Bnm
= il
111!

uv
GEL.

WHAT'S PALTAC

Metrics and targets

With a view toward contributing to realization of
limiting the average global temperature rise to no
more than 2°C, we have established the Scope 1
and 2 target to the goals of “reducing CO2
emissions 50% from fiscal year ended March 2021
by fiscal year ending March 2031” and “net zero by
fiscal year ending March 2051”. A large portion of
CO2 emissions occurs by the use of electricity at
our distribution center and we are promoting
initiatives to achieve these goals through measures
centered on “Reducing”, “Creating” and “Procuring”.

PALTAC'’s Value Creation PALTAC's Value Foundation

FY2030 : 50% reduction

Reduction (compared to FY2020)

targets

FY2050 : Net zero emissions

Specific measures

“Reducing” Power reduction measures in office
and distribution center
Research and knowledge acquisition
with regards to reduction in
electricity consumption upon
utilization of logistics equipment

“Creating” Considering the safety in times of
emergency and planning to install
solar panels on the rooftop of
distribution center.

“Procuring” Procuring renewable energy-derived
electricity

We are aiming to achieve the reduction
targets through paying attention to
technology development and market trends
and implement these measures in a
balanced manner.

Corporate Data

Regarding the Scope 3 CO2 emissions, we will
effort to reduce CO2 emissions (GHG protocol :
category 4) accompanying transportation of
products through the initiative of increasing the
delivery efficiency, and research and gathering
information to calculate other category, and will
consider relevance to our business and possibility
of reduction and gradually address.

M Changes in the CO2 emissions

(t-c02)
m Scopel Scope2
26,163
25,090
23,987
50% reduction
(compared to FY2020)
22,441
20,703 | 12,545

0

AN

2019/3 2020/3 2021/3 2031/3 2051/3
(Target) (Target)

PALTAC CORPORATION INTEGRATED REPORT 2022

79



e es @
pe 8p 000N

| g

Busrness structure 0 generate profit
. e

n\g growth cycle

Generating profit through pursuing improvement of productivity

Over the past 20 years, we have actively invested earnings from our operation to optimizing and streamlining

the entire supply chain, furthermore similarly invested, and established virtuous cycles for sustainable growth.

Our strength in decreasing SG&A expenses system that combines the benefits of both systems with high-
efficient large-scale distribution center and IT system, and improving activities by every employee has
refined through accumulating, and contribute to the strengthening capability of generating profits.

Going forward, we will accelerate active investment aiming for optimizing and streamlining of the entire
supply chain and ongoing growth cycle by pursuing improving productivity, and effort to enhance our
corporate value.

(¥ billion /%) === Cumulative amount of
capital investment

—O— SG&A expenses ratio

8.14
204.5

51.6

07/3 08/3 09/3 10/3 11/3 12/3 13/3 14/3 15/3 16/3 1713 18/3 19/3 20/3 21/3 2213

*Cumulative amount from fiscal year ended September 1998
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WHAT'S PALTAC Corporate Data
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Enhancing corporate value

We are thoroughly implementing measures under KPI management to improve PL perspectives, such as
pursuing a reduction in the SG&A expenses ratio, and to improve BS perspectives, such as accounts
payable turnover and inventory turnover. ROIC, which represents a return on invested capital, has been
above WACC. Through ongoing efforts to optimizing and streamlining the entire supply chain, we will strive
to continuously increase corporate value by improving profitability and capital efficiency at the same time.

ROIC KPI

@m==Qm== ROIC(Procurement) @O ROIC (Management)
O \WACC
) E— Gross Profit Margin
8.84
8.32 8.30 8.10 784 . .
m_b Net Operating Profit
8.25 After Taxes Margin
7.81 i 7.83 7.93 7.95
——  SG&A expenses ratio
5.05
4.46
3.50
2.57 2.54
18/3 19/3 20/3 21/3 22/3 — Operatlng Working
Capital turnover ratio
ROIC(Perspective of Procurement) : Net Operating Profit After Taxes /
Invested Capital (Interest-bearing debt + Shareholder’s equity) Invested Capltal turnover

ROIC(Perspective of Management) : Net Operating Profit After Taxes /

Invested Capital (Working capital + Fixed assets) I’atiO

WACC : Shareholder’s equity cost X ((Shareholder’s equity / .

(Interest-bearing debt + Shareholder’s equity)) + Debt capital cost X FIXed Asset
((Interest-bearing debt / (Interest-bearing debt + Shareholder’s equity)) N 5
(Shareholder’s equity cost calculated by CAPM *) turnover ratio

B Relationship between the KPIs that comprise ROIC and initiatives based on the medium-term management plan

Relatlonshlpwnhpnor' initiati

KPI Value drivers by activity e AT TSy
* Strengthen proposals for high value-added products
Gross Profit that meet consumer needs _
Margin | +Management of visualized numerical values
—— +Thorough improvement activities
*Inheritance of know-how on management method
— +Improving productivity in the warehouse
—— +Improving delivery efficiency
SG&Ar:ii(genses *Restraining fixed cost ratio by expanding sales
—— +Consolidation of operations in indirect departments
—— +Promoting flexible working styles
Operating Working *Improving Cash Conversion Cycle (CCC)
Capital turnover ratio Improving accuracy of demand forecast

. -Increasing handling volume
Fixed Asset g g
turnover ratio

*Reducing cross-shareholdings

*Priority initiatives in
the medium-term
management plan

@ strengthening retail solution capabilities @ Strengthening logistics solution capabilities ® Enhancing IT system and Promoting digitization
@ Developing talent and organization ® Enhancement of ESG / Contribution to achieving SDGs
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Management Team (As of June 22, 2022)

Members of the Board

(O Number of attendance at the Board of Directors

WHAT'S PALTAC PALTAC's Value Creation

PALTAC'’s Value Foundation

Corporate Data

March 1966 Joined Daisho Co., Ltd. (current PALTAC CORPORATION)

December 1990 Director, Senior Manager of First Sales Department of Sales
Headquarters of the Company

October1995  Managing Director, General Manager of Sales Headquarters of
the Company

December1996 Representative Director, Vice President, General Manager of
Sales Headquarters of the Company

December 1998 Representative Director, Presidentof the Company

October2005  Representative Director, Vice President of Mediceo Paltac
Holdings Co., Ltd. (current MEDIPAL HOLDINGS

CORPORATION)
June 2008 Director, Chairman of Mediceo Paltac Holdings Co., Ltd.
June 2009 Director and Senior Advisor of Mediceo Paltac Holdings Co., Ltd.
7 4 June 2010 Representative Director, Chairman and Chief Executive Officer
4 of the Company
June 2012 Representative Director, Chairman, CEO of the Company
‘ (incumbent)

Representative Director,
Chairman, CEO

Kunio Mikita O 1717

April 1985 Joined the Company

June 2011 Executive Officer, General Manager of Yokohama Branch Office
of the Company

April 2013 Managing Executive Officer, General Manager of Yokohama
Branch Office of the Company

June 2014 Director, Managing Executive Officer, General Manager of
‘Yokohama Branch Office of the Company

June 2016 Managing Executive Officer, General Manager of Sales
Headquarters of the Company

June 2017 Director, Senior Managing Executive Officer, General Manager
of Sales Headquarters of the Company

April 2018 Director, Vice President, Executive Officer, Senior General

Manager of Sales Headquarters of the Company

o December2018 Representative Director, President, COO, Senior General Manager
of Sales Headquarters of the Company
April 2019 Representative Director, President, COO of the Company
: (incumbent)
I June 2019 Director of MEDIPAL HOLDINGS CORPORATION
(incumbent)

(Significant concurrent positions outside the Company)
Director of MEDIPAL HOLDINGS CORPORATION

Representative Director,
President, COO

Seiichi Kasutani O 1717

Reasons for nomination

Mr. Kunio Mikita has engaged in various important posts of the Company’s Sales Division, and after
assuming the position of Director in 1990, he then served as Representative Director, President from 1998
to 2010, and has served as Representative Director, Chairman since 2010. He possesses extensive
experience, far-ranging insight, as well as strong leadership as a manager. The Company has nominated
Mr. Kunio Mikita as a candidate for Director, having deemed him qualified for corporate management of the
Company particularly in terms of enabling the Company to sustainably increase corporate value and
strengthening governance, and having determined that he will be able to utilize his extensive experience
and track record and continue to play a full role in the oversight of management as a whole, as well as in
decision-making.

April 1985 Joined the Company

June 2012 Executive Officer, General Manager of Kinki Branch Office of the
Company

April 2013 Managing Executive Officer, General Manager of Kinki Branch

Office of the Company
” June 2014 Director, Managing Executive Officer, General Manager of Kinki
Branch Office of the Company
r June 2016  Managing Executive Officer, General Manager of Nagoya Branch

Office of the Company

April 2018 Senior Managing Executive Officer, General Manager of West
Japan Sales Headquarters, General Manager of Merchandise
Headquarters of the Company

June 2018  Director, Senior Managing Executive Officer, General Manager of

Lp WestJapan Sales Headquarters, General Manager of Merchandise

4 Headquarters of the Company

July 2019 Director, Senior Managing Executive Officer, General Manager of
Hokkaido Branch Office of the Company

January 2020 Director, Senior Managing Executive Officer, Senior General
Manager of Sales Headquarters of the Company

October 2020 Director, Senior Managing Executive Officer, Senior General
Manager of Sales Headquarters, General Manager of Merchandise
Headquarters and Overseas Business Headquarters of the
Company
(incumbent)

O 1717

Director, Senior Managing Executive Officer,
Senior General Manager of Sales Headquarters,
General Manager of Merchandise Headquarters
and Overseas Business Headquarters

Masahiro Noma

Reasons for nomination

Mr. Seiichi Kasutani has engaged in various important posts of the Company’s Sales Division, and after
assuming the position of Director in 2017, he has served as Representative Director, President since 2018.
He possesses extensive experience, far-ranging insight, as well as strong execution ability as a manager.
The Company has nominated Mr. Seiichi Kasutani as a candidate for Director, having deemed him
qualified for corporate management of the Company particularly in terms of enabling the Company to
sustainably increase corporate value and strengthening governance, and having determined that he will be
able to utilize his extensive experience and track record and continue to play a full role in the oversight of
management as a whole, as well as in decision-making.

o August 1981 Joined the Company

June 2012  Executive Officer, Deputy General Manager of Financial
Headquarters of the Company

June 2016  Managing Executive Officer, Deputy General Manager of
Financial Headquarters of the Company

April 2018  Managing Executive Officer, General Manager of Financial
Headquarters of the Company

June 2019  Director, Senior Managing Executive Officer, General Manager of
Financial Headquarters of the Company

April 2020  Director, Senior Managing Executive Officer, In charge of
Administration of the Company
(incumbent)

Director, Senior Managing Executive Officer,
In charge of Administration

Akiyoshi Moriya O w17

Reasons for nomination

Mr. Masahiro Noma has engaged in various important posts of the Company’s Sales Divisionand is
currently extensively working to enhance the Sales Division, Procurement Division, and Overseas
Business Division as Director, Senior Managing Executive Officer, Senior General Manager of Sales
Headquarters, General Manager of Merchandise Headquarters and Overseas Business Headquarters after
assuming the position of Director in 2018. He possesses extensive experience and far-ranging insight as a
manager. The Company has nominated Mr. Masahiro Noma as a candidate for Director, having deemed
him qualified for corporate management of the Company particularly in terms of enabling the Company to
sustainably increase corporate value and strengthening governance, and having determined that he will be
able to utilize his extensive experience and track record and continue to play a full role in the oversight of
management as a whole, as well as in decision-making.

April 1990 Joined THE TOYO TRUST & BANKING CO., LTD.
(current Mitsubishi UFJ Trust and Banking Corporation)

April 2005  Joined the Company

April 2013 Executive Officer, Deputy General Manager of Management Planning
Headquarters of the Company

April 2014 Executive Officer, General Manager of Management Planning Division
of the Company

April 2018  Managing Executive Officer, General Manager of Management Planning
Division of the Company

June 2020  Director, Managing Executive Officer, General Manager of Management
Planning Division of the Company

October 2021 Director, Managing Executive Officer, General Manager of Management
Planning Headquarters of the Company
(incumbent)

Director, Managing Executive Officer,
General Manager of Management
Planning Headquarters

Masaharu Shimada O 1717

Reasons for nomination

Mr. Masaharu Shimada has engaged in various important posts of the Company’s Corporate Planning
Division by drawing on his expertise gained in finance and investment trust industries, and is currently
working to enhance the Management Planning and IR Division as Director, Managing Executive Officer,
General Manager of Management Planning Headquarters. He possesses extensive experience and far-
ranging insight as a manager. The Company has nominated Mr. Masaharu Shimada as a candidate for
Director, having deemed him qualified for corporate management of the Company particularly in terms of
enabling the Company to sustainably increase corporate value and strengthening governance, and having
determined that he will be able to utilize his extensive experience and track record and continue to play a
full role in the oversight of management as a whole, as well as in decision-making.
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Reasons for nomination

Mr. Akiyoshi Moriya has engaged in various important posts of the Company’s Financial Division, and is
currently working to enhance the overall function of the Administration Division as Director, Senior
Managing Executive Officer, In charge of Administration after assuming the position of Director in 2019. He
possesses extensive experience and far-ranging insight as a manager. The Company has nominated Mr.
Akiyoshi Moriya as a candidate for Director, having deemed him qualified for corporate management of the
Company particularly in terms of enabling the Company to sustainably increase corporate value and
strengthening governance, and having determined that he will be able to utilize his extensive experience
and track record and continue to play a full role in the oversight of management as a whole, as well as in
decision-making.

October2001 Registered as Attorney at Law

October2001 Joined Kitahama Law Office (current Kitahama Partners)

January 2013 Partner of Kitahama Partners (incumbent)

June 2017 Outside Director of the Company (incumbent)

June 2020 Outside Director, Audit and Supervisory Committee Member of
TOWAPHARMACEUTICAL CO.,LTD. (incumbent)

(Significant concurrent positions outside the Company)

Partner of Kitahama Partners

Outside Director, Audit and Supervisory Committee Member of TOWA
PHARMACEUTICALCO.,,LTD.

Outside Director
Independent Officer

Kaori Oishi

O 1717

April 1970 Joined NADA KOBE CONSUMERS COOPERATIVE
(current CONSUMERS COOPERATIVEKOBE)
June 1995 Standing Director of CONSUMERS COOPERATIVEKOBE
June 2004 Senior Managing Director of CONSUMERS COOPERATIVE KOBE
June 2011 Presidentof Consumers’ Co- Union
(Retired in June 2017)
June 2020 Outside Director of the Company
(incumbent)

Outside Director
Independent Officer

Katsumi Asada O 17717

Reasons for nomination

Ms. Kaori Oishi possesses expert knowledge and extensive experience gained as an attorney atlaw and

is well versed in corporate legal affairs, and has served as an Outside Director of the Company since 2017.
Although Ms. Kaori Oishi has not been involved in corporate management in a role other than Outside
Officerin the past, she has been supervising the executive operations of the Company and participating in
the decision-making from an independent standpoint as well as with a woman’s perspective, utilizing her
expert knowledge and extensive experience. The Company has nominated Ms. Kaori Oishi as a candidate
for Outside Director in expectation of her continuing to fulfill her role with respect to enabling the Company
to sustainably increase corporate value and strengthening governance. At the conclusion of this Meeting,
Ms. Kaori Oishi will have served as Outside Director for five years.

April 1981 Chosento representJapan in the Miss Universe pageant

April 1982 Began studying photography under Shoji Otake

April 1987 Independentfreelance photographer

April 2004 Associate Professor of Photography Department, Osaka
University of Arts

January 2005 Representative of Office Orisaku (incumbent)

April 2006 Professor of Photography Department, Osaka University of Arts
(incumbent)

April 2007 Dean of Photography Department, Osaka University of Arts
(incumbent)

June 2021 Outside Director of the Company (incumbent)

(Significant concurrent positions outside the Company)

Representative of Office Orisaku (Photographer)

Dean and Professor of Photography Department, Osaka University of Arts
Director of Japan Advertising Photographers’ Association

Director of University Correspondence Education

Director of Japan Photographic Copyright Association

Councilor of The Japan Society for Arts and History of Photography

Outside Director
Independent Officer

Mineko Orisaku O 1414

Reasons for nomination

Mr. Katsumi Asada served as President of a national consumer’s union organization from 2011 to 2017 after
joining a consumers co-operative union, and he possesses extensive experience and far-ranging insight
cultivated from running an organization at the front line of consumer issues. He has served as an Outside
Director of the Company since 2020. He has been supervising the executive operations of the Company and
participating in the decision-making from an independent standpoint, considering his extensive experience and
far-ranging track record in addition to his long-term perspective in the field of ESG. The Company has nominated
Mr. Katsumi Asada as a candidate for Outside Director in expectation of him continuing to fulfill his role with
respect to enabling the Company to sustainably increase corporate value and strengthening governance. At the
conclusion of this Meeting, Mr. Katsumi Asada will have served as Outside Director for two years.

April 1990 Joined Mitsui O.S.K. Lines, Ltd.
February 1995 Joined Lorentzen & Stemoco (Oslo)
July 1996 Joined Inui Global Logistics Co., Ltd.
June 2000 Director, General Manager of Sales Department
of Inui Global Logistics Co., Ltd.
June 2001 Representative Director, Presidentof Inui Global Logistics Co., Ltd.
June 2014 Director, Chairman of Inui Global Logistics Co., Ltd.
October2016 Advisor of Inui Global Logistics Co., Ltd.
(incumbent)
June 2017 Outside Director, Audit & Supervisory Committee Member of
NIPPON KANZAI Co., Ltd.
(incumbent)
January 2020 Representative Director of KENKO KAIUN K.K.
(incumbent)

(Significant concurrent positions outside the Company)

Advisor of Inui Global Logistics Co., Ltd.

Outside Director, Audit & Supervisory Committee Member of NIPPON
KANZAI Co., Ltd.

Representative Director of KENKO KAIUN K.K.

Outside Director
Independent Officer

Shingo Inui

<New election>

Reasons for nomination

Ms. Mineko Orisaku possesses extensive insight relating to the environment and society, having
extensively served in positions such as trustee of public interestincorporated foundations and other such
bodies, while also managing an agency of her own along with activities as a photographer and university
professor, and she has served as an Outside Director of the Company since 2021. She has been
supervising the executive operations of the Company and participating in the decision-making from an
independent standpoint as well as with a woman’s perspective particularly in terms of ESG and human
capitals development, utilizing her far-ranging insight. The Company has nominated Ms. Mineko Orisaku
as a candidate for Outside Director in expectation of her continuing to fulfill her role with respect to
enabling the Company to sustainably increase corporate value and strengthening governance. At the
conclusion of this Meeting, Ms. Mineko Orisaku will have served as Outside Director for one year.

April 1979 Joined Toyota Motor Co., Ltd.
(current TOYOTAMOTOR CORPORATION)
January 2011 Director of Toyota Marketing Japan Corporation
June 2015 Director, Senior Managing Executive Operating Officer of
DAIHATSUMOTOR CO., LTD.
April 2017 Representative Director, President of
TOYOTATokyo Sales Holdings Inc.
April 2019 Representative Director, Vice Chairman of
TOYOTA Mobility Tokyo Inc.
April 2020 Representative Director, President of Toyota Mobility Parts
March 2022 Outside Director of Unicafe Inc.
(incumbent)

(Significant concurrent positions outside the Company)
Outside Director of Unicafe Inc.

Outside Director
Independent Officer

Ichiro Yoshitake

<New election>

Reasons for nomination

Mr. Shingo Inui possesses extensive experience and far-ranging insight as a manager in the global
business domain centering on the shipping industry. The Company has nominated Mr. Shingo Inui as a
candidate for Outside Director in expectation of him supervising the executive operations of the Company
and participating in the decision-making from an independent standpoint looking toward enabling the
Company to sustainably increase corporate value and strengthening governance, utilizing his extensive
experience and track record.

April 1975 Joined Shiseido Company, Limited
April 1995 Director, Senior Manager of Sales Department of AYURA Inc
April 2007 Corporate Officer, Chief Officer of China Business Division of
Shiseido Company, Limited
June 2009 Director, Responsible for Business Strategy and Marketing of
Domestic Cosmetics Business Division of Shiseido Company, Limited
April 2010 Director, Corporate Executive Officer, Chief Officer of
Domestic Cosmetics Business Division of Shiseido Company, Limited
April 2012 Director, Corporate Executive Officer, Responsible for
Business ies of Domestic C i i of
Shiseido Company, Limited (Retired in June 2014)

Outside Director
Independent Officer

Tatsuomi Takamori

<New election>

Reasons for nomination

Mr. Ichiro Yoshitake possesses extensive experience and far-ranging insight as a manager of a leading
Japanese automotive manufacturing company. The Company has nominated Mr. Ichiro Yoshitake as a
candidate for Outside Director in expectation of him supervising the executive operations of the Company
and participating in the decision-making from an independent standpoint looking toward enabling the
Company to sustainably increase corporate value and strengthening governance, utilizing his extensive
experience and far-ranging track record.

Reasons for nomination

Mr. Tatsuomi Takamori possesses extensive experience and far-ranging insight as a manager of a leading
Japanese cosmetics manufacturer. The Company has nominated Mr. Tatsuomi Takamori as a candidate
for Outside Director in expectation of him supervising the executive operations of the Company and
participating in the decision-making from an independent standpoint looking toward enabling the Company
to sustainably increase corporate value and strengthening governance, utilizing his extensive experience
and track record encompassing overseas operations.
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Management Team (As of June 22, 2022)

Audit & Supervisory Board Members

(OO Number of attendance at the Board of Directors

[1 Number of attendance at the board of Audit & Supervisory

April 1982 Joined KOBAYASHI PHARMACEUTICAL CO.,LTD.
April 2001 Joined Kobasho Inc. (current PALTAC CORPORATION)

October2003 Representative Director, President of SEIEI CO.,LTD.
(current PALTAC CORPORATION)
June 2006  Executive Officerof Kobasho Inc.
January 2008 Director of Kobasho Inc.
> ‘ J April 2008 Managing Executive Officer, General Manager of Shikoku Branch
] A J A Office of the Company
i ' October 2009 Managing Executive Officer, General Manager of Management

Planning Headquarters of the Company

October2010 Managing Executive Officer, General Manager of Merchandise
Headquarters of the Company

June 2012 Standing Audit & Supervisory Board Member of the Company
(incumbent)

A

Standing Audit & Supervisory
Board Member

Yukihiro Kanaoka O 17717 [ 15/15

April 1985 Joined Nippon Life Insurance Company

April 2011 General Manager of Information System Headquarters of the
Company

June 2012 Executive Officer, General Manager of Information System
Headquarters of the Company

April 2013 Managing Executive Officer, General Manager of Information
System Headquarters of the Company

Headquarters of the Company

June 2019 Standing Audit & Supervisory Board Member of the Company
(incumbent)

Pi7S

Standing Audit & Supervisory
Board Member

Takashi Shintani O 17/17 [ 15715

Reasons for nomination

Mr. Yukihiro Kanaoka has gained extensive experience and track records in his positions in our Sales
Division and Administrative Division. After assuming the position of Standing Audit & Supervisory Board
Member in 2012, he currently plays an important role in ensuring and enhancing the legal compliance and
appropriateness of our business operations.

We believe that he can be expectedto utilize his extensive experience and continue to play a valuable role
in strengthening our auditing system.

October2004  Registered as Attorney at Law

October2004  Joined KIKUCHI SOGO LAW OFFICE

December 2005 Joined Law Office of Kazuya Kotera (incumbent)

June 2012 Outside Audit & Supervisory Board Member of the Company
(incumbent)

(Significant concurrent positions outside the Company)
Law Office of Kazuya Kotera

Outside Audit &
Supervisory Board Member
Independent Officer

Yohei Kotera O 16/17 [0 15/15

WHAT'S PALTAC

Executive Officers

PALTAC'’s Value Creation

PALTAC'’s Value Foundation

Corporate Data

Senior Managing Executive Officer

January 2019 Managing Executive Officer, Management of Information System

Reasons for nomination

Mr. Takashi Shintani has engaged in various important posts of a major insurance company and our
Information System Headquarters. After assuming the position of Standing Audit & Supervisory Board
Member in 2019, he currently plays an important role in ensuring and enhancing the legal compliance and
appropriateness of our business operations.

We believe that he can be expectedto utilize his extensive experience and track records and play a full role
in strengthening our auditing system.

October2002 Joined ChuoAoyama Audit Corporation (renamed to Misuzu
Audit Corporation)

January 2007 Registered as Certified Public Accountant

August 2007 Joined Deloitte Touche Tohmatsu (current Deloitte Touche
Tohmatsu LLC)

April 2017 Established Hara Certified Public Accountant Office,
Representative at the office (incumbent)

June 2019  Outside Audit & Supervisory Board Member of the Company
(incumbent)

(Significant concurrent positions outside the Company)

Chairperson of Diversity Promotion Committee of
The Japanese Institute of Certified Public Accountants Kinki Chapter

Outside Audit &
Supervisory Board Member
Independent Officer

Mayuko Hara

O 17717 [ 15/15

(Family register name : Mayuko Arima)

Reasons for nomination

Mr. Yohei Kotera has expert knowledge and extensive experience as a lawyer. After assuming the position
of Outside Audit & Supervisory Board Member in 2012, he has played an important role in building and
maintaining the compliance system for Company management.

Although Mr. Yohei Kotera has not been involved in corporate management in a role other than Outside
Audit & Supervisory Board Member in the past, we believe that he can be expected to continue to utilize his
expert knowledge and experience to strengthen our audit systemfrom an independent standpoint.

April 1978 Joined THE TOYO TRUST & BANKING CO., LTD.
(current Mitsubishi UFJ Trust and Banking Corporation)
June 2006 Senior Manager of Osaka Corporate Agency Division of
THE TOYO TRUST & BANKING CO., LTD.
April 2010 Managing Director of Mitsubishi UFJ Daiko Business Co., Ltd.
November 2015 Senior Consultant of The Midori Kai Co., Ltd.
(incumbent)

(Significant concurrent positions outside the Company)
Senior Consultant of The Midori Kai Co., Ltd.

Outside Audit &
Supervisory Board Member
Independent Officer

Hiroshi Haraguchi

Reasons for nomination

<New election>

Mr. Hiroshi Haraguchi possesses extensive experience as a manager in the banking industry and also has
substantial expert knowledge particularly when it comes to providing comprehensive solutions in the stock
transfer agency field, facilitating dialogue with shareholders, and furnishing governance-related support. The
Company has nominated Mr. Hiroshi Haraguchi as a candidate for Outside Audit & Supervisory Board
Member having determined that he will be able to utilize his extensive experience and insight in strengthening
the Company’s auditing system from an independent standpoint.
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Takuya Yoshida

General Manager of
Tokyo Branch Office

Hideo Ashihara

General Manager of
West Japan Sales Headquarters

Managing Executive Officer

Yoshitaka Yamada

General Manager of
East Japan Sales Headquarters,
General Manager of EC Division

Masashi Maeda

General Manager of
Information System
Headquarters

Representative of Hara Certified Public Accountant Office Executive Secretary,

Reasons for nomination

Ms. Mayuko Hara possesses extensive specialist knowledge and advanced insight as a certified public
accountant and has assumed the position of Outside Audit & Supervisory Board Member in 2019

Although Ms. Mayuko Hara has not been involved in corporate management in a role other than Outside
Audit & Supervisory Board Member in the past, we believe that she can be expected to utilize her specialist
knowledge and insight to strengthen our auditing systemfrom an independent standpoint as well as with a
woman'’s perspective.

Akinori Ito

General Manager of
MK Business Headquarters

Mitsuhiko Seki

General Manager of
Store Support Headquarters

Masakazu Mikita

General Manager of
Research and Development Headquarters

Executive Officer

Takeo Gomi

General Manager of
LC Business Headquarters

Naoto Murao

Deputy General Manager of
Sales Headquarters

Kenji Nose

General Manager of
Logistics Headquarters

Hiroshi Murai

General Manager of Supply Chain
Management Headquarters,
HABA CREATION Co., Ltd.
Representative Director, President

Satoshi Akiyama

General Manager of
Yokohama Branch Office

Sachiyo Yoshida

General Manager of
General Affairs Headquarters

Ryohei Isobe

General Manager of Tokyo Branch Office
and LC Business Headquarters

Hideki Inaba

General Manager of
Hokuriku Branch Office

Hirokazu Takayama

General Manager of
Nagoya Branch Office

Katsumi Nakamura

Deputy General Manager of
Financial Headquarters

Koji Yoshida

Deputy General Manager of
Overseas Business Headquarters

Yukinori Sakakihara

General Manager of
Kinki Branch Office

Makoto Konishi

General Manager of Tokyo Branch
MK Business Division

Naoki Sawada

General Manager of
Hokkaido Branch Office
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Management Team (As of June 22, 2022)

Skills matrix (Skills required of Directors and Audit & Supervisory Board Members)

In consideration overall balance amongst knowledge, experience and ability as well as diversity, skills
requirements and roles at each director we particularly expect, are as follows. In addition, this skill matrix

does not contain all the skills held by each director.

Corporate Industry Experience/

Management Sales Strategy

Representative Director . .
Kunio Mikita
7 8 .

@ Representative Director . .
o ‘ Seiichi Kasutani

/

‘?@‘ Director

‘?. Masahiro Noma . .
("\‘ Director .
. Akiyoshi Moriya

n Director
‘gh Masaharu Shimada .

Outside Director
Kaori Oishi
y Outside Director .
Katsumi Asada
Outside Director .
Mineko Orisaku
Outside Director .
’ ‘ Shingo Inui
Outside Director .
. Ichiro Yoshitake
A Outside Director . .
Tatsuomi Takamori
,'«‘

.-3!’;.' Standing Audit & Supervisory
= Board Member . .

‘39‘ Yukihiro Kanaoka
h Standing Audit & Supervisory
Az Board Member .

‘?‘ Takashi Shintani

Outside Audit & Supervisory

?’6 Board Member
‘?‘ Yohei Kotera

Outside Audit & Supervisory

Board Member ey
Mayuko Hara (et

Outside Audit & Supervisory

Board Member .
Hiroshi Haraguchi
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ESG/
Sustainability

Finance/
Accounting

Personnel/
Labor Affairs

Legal Affairs/
Compliance/Risk
Management

Logistics/SCM/
Digital
Technology

WHAT'S PALTAC

Compensation for Directors

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Corporate Data

We set out basic policy on directors and corporate
auditors compensation, shall be incentives that
enables our company to attract, secure, and reward
diverse and talented personnel in order to achieve our
management strategy, and shall be one that maintain
respective ranks in consideration of a balance
amongst common practices, business performance
and employee salaries based on changes in business
environment and objective data. Compensation for
the directors comprises fixed basic compensation and
annual bonus based on each year’s performance, but
compensation which reflects the mid-and-long term
performance is not set out. Fixed basic compensation
is determined based on the significance of the
position and duty of the director. The bonus is set at
the level which becomes a percentage of bonus in the
annual compensation remained relatively steady at
20-30% and that directors with higher position would
be entitled to retain a higher percentage of that. We
do not have any specific management indicator, but
determine compensation according to internal rules in
comprehensive consideration of results of operating
profit, ordinary profit and SG&A expenses ratio, which
are our important performance indicator, linked to
KPlIs in annual business plans, and even individual
performance and contribution to increase corporate
value. As non-monetary compensation, we provide

Number of

Corporate officer .
relevant compensation

category

company housing in accordance with our regulations
in order to be able offer right-person-in-the-right-
place system for talented personnel who are in
charge nationwide due to merger and so on. And, In
order to ensure clarifying decision-making
processes in relation to compensation, we have set
out Nomination and Compensation Committee a
majority of which is outside directors on January 21,
2019. Fixed basic compensation for directors and
bonus are determined by a resolution of the Board of
Directors meeting based on the deliberations of the
Nomination and Compensation Committee meeting
which held prior to the Board of Directors meeting.
We do not set compensation which reflects the mid-
and-long term performance, but from the perspective
of boosting incentives for increasing long-term
shareholder value, we will appropriate 10% part of
fixed basic compensation for funds for acquiring
treasury stock through the shareholding association.

<Image> Officer compensation

Fixed basic compensation Bonuses

70%~80%

20%~30%

Purchasing our shares through the
stockholding association for 10% or more of
the fixed compensation every month.

(Fiscal year ended March 2022)

Total amount of compensation by category (¥ million)
Total amount of

corporate officers (¥ million) Fixed basic 8 . Non-monetary
compensation R E rewards, etc.

Directors 9 420 314 100 5
(Outside directors) (4) (46) (46) ( = ) ( — )
Audit & Supervisory

Board Members

i X 5 87 87 — -

Outside Audit &

(Sul;j)erlvisor; ll30ard (3) (37) (37) ( - ) ( - )
Members)

-{gtt?:side corporate 14 507 402 100 >
officers) (7) (83) (83) ( - ) ( - )
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Corporate Governance

Basic policy

We are intermediate distributor that handles daily necessities related to “health and beauty”, and we play a
social role by promoting the optimization and streamlining of the entire supply chain together with our valued
stakeholders, as well as improving our own productivity. In addition, we are carrying out management
activities with an emphasis on sustainable growth through constructing corporate governance system which
enable to ensure maintaining management transparency and soundness, as well as timely and fair
disclosure and dialogue with the shareholders.

Corporate Governance structure °

[ )
w Inside directors womsidedirectors

General Meeting of Shareholders

Appointment/Dismissal

Proposal/ Appointment/

Report Dismissal
Audit & Supervisory Nomination and
Board Compensation
(5 Audit & Supervisory Board of Directors Committee
Board Members) (11 directors) (3 members)
3 Outside Audit & . . . .
Supervisory Board Members 6 Outside directors Consultation/ 2 Outside directors
o o Attendance/Statement of opinion Report o
= > < > |n|
Proposal/
Report committee chairman
lAppointment/
Business Audit/ Supervision CSR Committee
Accounting Audit
— Representative Director President
Report Proposal/ Supervision/ Information
Cooperation Report Instruction Management

Committee

Executive Directors

Proposal/ Supervision/
Report Instruction

General Manager of Headquarters

Internal Audit
Department Proposal/
(Corporate Report

Auditing

Public

Supervision/
Accountants

Instruction

(Independent

Auditors)

Department) Departments

Accounting
Audit

Audit/
Improvement order

Report
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WHAT'S PALTAC

History of Governance Reforms

2019

Establishment of voluntary Nomination
and Compensation Committee

2011
Appointment of Outside directors

2004
Introduction of Executive Officer System

Board of Directors

The Board of Directors consists of 5 inside directors
and 6 outside directors, for a total of 11 directors. In
the presence of our company’s Auditors, as a rule the
Board of Directors meets monthly to consider and to
make decisions on business policy, legal matters and
other important business issues, and supervise the
implementation of business operations. In
consideration overall balance amongst knowledge,
experience and ability as well as diversity, skills
requirements and roles at each director we particularly
expect, are as follows. In addition, this skill matrix does
not contain all the skills held by each director.

Percentage of
Female directors

18.2%

[6/11 [2/11]

Percentage of
Outside ghikectors

Nomination and Compensation Committee

Nomination and Compensation Committee as an advisory

board to the Board of Directors consist of the president

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Appointment of Female directors

Corporate Data

2021

Started evaluation of the effectiveness
of the Board of Directors

2022

Expanded ratio of Outside directors
to a majority

Expanded ratio of Outside directors to at least one-third

Enhancement of disclosure
The first release of “Integrated Report”

Audit & Supervisory Board

Audit & Supervisory Board consists of 2 inside auditors
and 3 outside auditors, for a total of 5 auditors, and
audits the execution of duties by directors. Corporate
auditors attend the Board of Directors meeting and
reinforce management monitoring functions and audit
the matters with respect to any material breaches of
laws and regulations and director’s competing
transactions, transactions involving conflict of interests
between directors and our company. Further, the
corporate auditors shall communicate and deliberate
with the Internal Audit Division and the Independent
Auditor to ensure the effectiveness of corporate
auditor’s operations.

Percentage of Outside Audit & Percentage of Female Audit &
Supervisory Board Member Supervisory Board Member

60.0% 20.0%

[3/5 [1/5]

Committee members

Committee chairman
T . . . . . Representative N .
Seiichi Kasutani acting as the chairman of this committee and, [', . Director, President Seiichi Kasutani

2 outside directors Katsumi Asada and Ichiro Yoshitake, for a

total 3 directors. As a role of this committee, through

obtaining appropriate advice from outside directors, we shall

aim for ensuring fairness, impartiality and objectivity

regarding procedures for nomination and compensation of
directors, and also for strengthening and improving corporate

governance structure.

QOutside Director Katsumi Asada

Outside Director Ichiro Yoshitake
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Corporate Governance

Evaluation of the effectiveness of the Board of Directors

We have evaluated the effectiveness of the Board of Directors for the first time in 2021 with the goal of
improving the effectiveness of the Board. In carrying out this evaluation, questionnaire was distributed to all
directors and corporate auditors and was collected and aggregated by the administrative office of the Board
of Directors. The administrative office analyzed and evaluated the aggregated results and reported to the
Board of Directors. The Board of Directors then examines the report from the office and discussed about
issues and the future approach. They have continued to improve the effectiveness of the Board of Directors.

M Evaluation process

Conducting a

) . Analysis and
questionnaire y

\ 4

Issues and
approach are

evaluation of the

(All directors and aggregated results

corporate auditors)

A

\ 4

discussed at the
Board of Directors
meeting

Conducting
Initiatives towards

\ 4

improving the
effectiveness the
Board of Directors

B Evaluation items

Questionnaire contains 20 multiple-choice
questions and 6 text open-ended questions with
items described on the right.

Review of evaluation results in 2021

Questionnaire survey to all of directors and corporate
auditors indicated that there were answers
“appropriate” to each question with a large
percentage, and we decided that the effectiveness of
the Board of Directors was generally ensured.
Regarding an itemized breakdown, “Activities of
outside directors” item has received particularly high
evaluation and it is believed that statements from
outside directors have a favorable impact on
improvement of management quality.(Examples of
their statements described on the right)

On the other hand, we have recognized the issues
such as ensuring necessary time to intensify
discussions on medium-to long-term growth
strategies and opportunities to acquire knowledge for

PALTAC CORPORATION INTEGRATED REPORT 2022

The highlights of the evaluation

+ Board composition
+ State of operation
+ Content of discussions

* Support system
for the Board of Directors

« Activities of outside directors
+ Overall review

tightening the monitoring of business execution.
In the fiscal year ended March 2022, in
response to these issues, we carried out efforts
described on the right.

Examples of outside director’s statements

* Proposal of a new analytical model for the effect
measurement capital investment

+ Proposal of proactive PR aiming for improving

corporate values

+ Revising internal rules, Legal risk management
regarding alliances with other companies

+ Provision and proposal of information regarding
corporate management in the trend of ESG
activities such as addressing climate change

WHAT'S PALTAC PALTAC’s Value Creation PALTAC’s Value Foundation Corporate Data

Evaluation results and efforts to address the issues

B Answer to the questionnaire

“We would like to further Intensify discussions on medium-to long-term growth strategies”

Recognized issues Countermeasures

Revising reporting format which used in creating headquarter’s report

Tightening the regarding the operations and status of activities every three months.
monitoring of business Clearly showing the relationship between agenda contents and
execution on the —» medium-term management plan, and creating an environment that
medium-term encourages discussions from the perspective of sustainable growth
management plan — Monitoring the progress of operations and holding active

discussions, etc.

Improving the operation of the Board of Directors by considering the

Ensuring the balance between items to be resolved and items reported, and
necessary time to continuing to closely investigate and review the items to be proposed
intensify discussions for active discussions at the meetings of the Board of Directors

on growth strategies — Developed internal regulations for enabling to review proposals

at certain times of the year

B Answer to the questionnaire

“We would like to increase understanding of the agenda items
and our business to invigorate discussions at the meetings”

Recognized issues Countermeasures

Providing the proposal Reducing time to determine proposal items and produce briefing
items promptly, and [ materials in collaboration between department responsible for
reducing the cost of submitting a proposal items and the secretariat of the Board of
information transfer Directors
Creating a study Offering the study sessions learned about the company’s history,
session for outside ~ —» philosophies, strength(the flows of supply chain/business model/future
directors vision) and issues to be addressed(such as carbon-neutral)
. As a measure of easing participation in the active discussion
Supporting to newly immediately after the appointment of directors, after the nominating
appointed outside — ' '

becoming Senior Advisor joining and attending the Board of Directors

directors
as an observer

PALTAC CORPORATION INTEGRATED REPORT 2022
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Corporate Governance

Communication with shareholders and investors

We are actively engaged in IR activities in order to
achieve sustainable growth and increase our
corporate value over the medium-to long-term
through constructive dialogue with institutional
investors, analysts, and other stakeholders. By
providing feedbacks to management layer and
general manager of business headquarters on
investor concerns and assessments gained through
our IR activities, we strive for higher quality
management and disclosures, as well as a cycle of
engaging in new communication. In addition, we will
communicate our policies and strategies through the
dissemination of corporate information due to our

B Cycle of dialogue with the stakeholders

—> Communication with the stakeholders

|

Feedback and discussion with management

Reflecting feedbacks in management

\ 4

Improving the quality of
management and disclosure

website, financial results briefings, and individual
investor briefings, and strive to increase corporate
value through communication with stakeholders.

Financial results briefing for institutional 2
investors and analysts

Conferences 3
hosted by a securities company
Individual meetings 128

Reporting the stock price performance to
the management layer (Quarterly)

Reporting on the status of IR activities such as
conference and the opinions on our company’s
management to the management layer (Timely)

Reporting on the investor’s interests and
evaluations in financial results announcements
and PR information, etc., to the management
layer and general manager of business
headquarters

...} Trying to sustainably enhance corporate value

through communication with stakeholders

Held an online briefing for individual investors

Held an online briefing for individual investors in July 2022.

At the beginning of the briefing, in order to convey to investors,
the “meaning of existence” and “strengths” of our company, we
explained mainly focusing on “our role in the society that is
indispensable in the daily lives” and “our approach to the

(P PALTAC nxaurauac msnsmmininess— )

&. BARARNEIT
PTET P

®
if
1
£3

distribution” which has brought our growth over the past 120

years. After that, we explained our growth strategy centered on

the medium-term management plan, and ESG and SDGs, M el ——

shareholder returns, which are of great interests. We will strive
to further enhance our corporate value through the dialogue

with as many investors as possible.
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Participated in “WEBIR DAY” an event sponsored

by SMBC Nikko Securities Inc.

Presenter : Director, Managing Executive Officer,
General Manager of Management Planning Headquarters
Masaharu Shimada

WHAT'S PALTAC

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Group governance structure

Corporate Data

Aiming for contribution to the society, the parent
company’s group MEDIPAL HOLDINGS
CORPORATION with a majority share of our
voting rights, operates mainly in three business
areas : Prescription Pharmaceutical Wholesale
Business, Cosmetics, Daily Necessities and OTC
Pharmaceuticals Wholesale Business and Animal
Health Products and Food Processing Raw
Materials Wholesale Business. In these business
areas, we operate Cosmetics, Daily Necessities
and OTC Pharmaceuticals Wholesale Business.
And because of the differences in the
merchandise categories and in the distribution
channels compared to the other two business
areas, there is not competition with the parent
company’s group excluding our company and
also, we carry out our own sales activities without
any restriction. And we make all decisions on
matters such as business strategy and personnel
policy on the basis of independent and
autonomous discussions our own.

At the same time, the parent company respects
our independency and protect of minority
shareholders of our company. Based on the
Group Company Management Regulations, the
parent company believes it’s desirable, from the
perspective of group management, for us to

Cross-Shareholdings strategy

improve its corporate value through actively
pursuing business development by autonomous
funding and quick decision-making.

Furthermore, the Regulations state that our Board
of Directors is a final decision-making organ. We
do not accept a director from parent company. On
the other hand, Seiichi Kasutani, Representative
Director, President of our company, serves as a
director of the parent company from the
perspective of effective group governance. We
are confident that we have achieved a certain
level of independence from the parent company’s
group.

On the other hand, we have a common goal of
contributing to society through the distribution,
and to achieve this goal, we are working to make
effective use of resources of the entire group,
including sharing each other’s distribution know-
how and examples of initiatives to solve
sustainability issues. In addition, we believe that,
for the retailers who also operate the dispensing
pharmacy business among our customers, the
MEDIPAL group can provide the supports and
build a stronger relationship of trust with our
customers. Through these efforts, we will strive to
improve the value provided by the entire group.

For sustainable growth, we hold shares of other
companies as cross-shareholdings for the
purpose of cultivation and expansion of business
through constructing and strengthening ties of the
stable and long-term relationship with customers.
Our policy is to reduce cross-shareholdings
basing the decision-making criterion on
contribution to our growth from a mid-and-long
term perspective. In accordance with this policy,
we make a decision on this matter by the Board of
Directors meeting on a yearly basis.

Specifically, based on requirements which are
listed below we examine by individual stocks.

* Whether the purpose of holding is appropriate

* Whether profits (total amount of profits from
transactions and profits from dividends) and
benefits that exceed the cost of capital and risks
of the Company have been obtained or are
expected to be obtained

PALTAC CORPORATION INTEGRATED REPORT 2022
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CSR Management

Basic policy

WHAT'S PALTAC PALTAC’s Value Creation PALTAC'’s Value Foundation Corporate Data

Compliance

Our mission is to ensure the delivery of daily necessities at all times. In order to fulfill this mission, we have
established six material categories of “Compliance”, “Quality management”, “Disaster planning”, “Information
management”, “Respect for human rights”, and “Environmental conservation”. And through risk management
and corporate structure, we are striving to resolve materiality as a company that moves forward together with
society.

Shareholders,

-] Compliance Employees
Investors P ploy

/ \ <

/; Quality management
/ \

/

Disaster planning

Local community

Information management

Respect for human rights

Environmental conservation
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In order to realize sustainable corporate growth
while taking to earn the trust of stakeholders, we
believe that every officer and employee must hold
the highest ethical philosophy, including not only
complying with laws and regulations but also
taking part in the manners and rules. We provide
training and learning programs for its officers and
employees for raising awareness regarding the
importance of compliance.

Initiatives to raise compliance awareness

+ Conducting periodical online training using
the “CSR training” materials common to
the MEDIPAL GROUP

- Posted “CSR newsletter” that
introduced examples of compliance issues
on the internal online bulletin board

+ Conducting group training
Education on compliance in new
employee training
Education on insider trading prevention
Education on eradication of drunk driving
Education on personal information protection

Established various consultation services

To use for the prevention, early detection, and resolution of the internal compliance violation and
others, we maintain a “Hot-Line of Public Interest Whistle-Blowing System”. Those hot lines are put
one at company internal and two at outside of our company to make employees feel more comfortable
in talking to the counselor. In addition, we provide consultation services at outside of the company
regarding employee problems and grievances on an individual basis and offer systems for solving
various problems.

<lmage> Response to the public interest reporting hotline

There are two contact points, internal and external (lawyer / company),
that the whistleblower can freely select.

Judgment of

Reception desk | RIMIESIENS Necessary response

|

necessity of correction

Report the result to

Whistleblower Investigate the
the whistleblower

reported content
(confirmation of facts)
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CSR Management

Quality management

WHAT'S PALTAC Corporate Data

PALTAC'’s Value Creation PALTAC'’s Value Foundation

Disaster planning

We handle a large number of products such as cosmetics, daily necessities, and OTC pharmaceuticals. For
“life-related products” such as pharmaceuticals, we carry out pharmaceutical affairs management to ensure
“quality, effectiveness, and safety” in order to achieve our mission of delivering products so that they can be
safely used. To that end, we strive for thorough quality management from manufacturers to retailers.

Date management

Quality management based on JGSP

For products with expiration dates and best-by
dates, such as pharmaceuticals, quasi-drugs, and
health foods, we confirm those dates at the time of
arrival, register and manage them by our
information system. As a general rule, products
are shipped on a first-in, first-out basis, and the
system checks daily those shipping deadlines set
by our rule. We conduct quality management by
excluding products that have reached the shipping
deadline set by ourselves from shipping products,
so that retailers can sell them safely.

Quality management for storage and distribution
of OTC pharmaceuticals is based on JGSP (OTC
pharmaceuticals version). We have prepared
manuals for logistics-related operations and
supervising pharmacist’s operations, etc., and has
been striving to build an appropriate storage and
distribution system based on them.

* JGSP (Japanese Good Supplying Practice):
JGSP (OTC Pharmaceutical version) is a practice
standard for the supply and quality management
of OTC Pharmaceuticals. This is a voluntary norm
for the pharmaceutical wholesale industry
established by the Japan Pharmaceutical
Wholesalers Association based on
Pharmaceutical affairs related regulations.

Continuous education of pharmaceutical affairs

All of the products we handle are indispensable for the healthy lives of people. We believe that the stable
supply of these products is our social mission. Under this mission, we will formulate a business continuity
plan (BCP) and play a role as a social infrastructure company so that we can provide a stable supply of
products even in the event of a large-scale disaster or pandemic.

Specific measures are
described on P59

Information management

We handle a variety of information, including the personal information of our customer. In order to manage
and protect this information, we conduct security measures such as virus countermeasures, unauthorized
access countermeasures, and data encryption for mobile PCs. In addition, we have established “Information
Management Regulations” and conduct information security education for employees to ensure thorough
information management with the “Information Management Committee” as the central player.

Specific measures are
described on P65

Respect for human rights

In order to collect and provide information on
pharmaceuticals and medical devices properly,
we continue to provide training for sales staff and
pharmacists to develop their knowledge and
qualifications. In order to deepen the product
knowledge of sales staff, we provide training
about not only the effectiveness of medicines, but
also related laws and regulations such as the
pathological physiology and the Pharmaceutical
and Medical Device Act, etc., through branch
office pharmacists. And online training tool is also
provided for self learning. For pharmacists, we are
conducting training for the purpose of
enlightenment and information sharing using
specialized and academic materials.
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(Pharmaceutical affairs training text)

We believe that the human capitals who support our business activities are most valuable assets and are the
driving force to sustainably increase our corporate value.

Therefore, we work to educate human capitals in line with each employee’s growth stage, create a work
environment where employees are mentally and physically healthy and can work with peace of mind, and
create an environment where diverse human capitals can fully demonstrate their abilities.

Specific measures are
described on P72

Environmental conservation

We contribute to creating people’s rich and comfortable daily lives, and are pursuing environmental
conservation as an enterprise walking together with society.

Aiming for a sustainable society, we are reducing greenhouse gases and promoting recycling to prevent
global warming and form a recycling-oriented society.

Specific measures are
described on P74
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Financial Highlights (Eleven-Year)

- *3
_ 2012/3 2013/3 2014/3 2015/3 2016/3 2017/3 2018/3 2019/3 2020/3 2021/3 2022/3

Sales and Income (¥ million)

Net sales 765,654 785,833 831,899 794,221 860,350 922,095 966,684 1,015,253 1,046,412 1,033,275 1,045,735
Gross profit 81,469 82,599 86,440 61,985 67,104 71,348 76,051 79,645 81,527 81,162 81,759
Selling, general and administrative expenses 72,647 73,398 76,223 47,808 51,003 52,218 53,045 54,246 56,818 55,674 55,838
Operating profit 8,821 9,201 10,216 14,177 16,101 19,129 23,006 25,399 24,708 25,487 25,921
Ordinary profit 14,013 14,880 15,779 16,322 18,556 21,573 25,498 28,528 27,316 28,053 28,637
Profit 6,159 8,397 9,185 10,267 11,929 14,605 17,453 19,767 25,412 19,317 19,639
Depreciation 4,947 4,860 5,180 4,861 4,985 4,931 4,830 4,493 5,059 5,650 5,486
Capital expenditures 3,705 10,766 12,056 691 15,583 9,791 13,649 10,700 18,791 5,352 9,726
Financial Position (¥ million)

Total assets 292,969 302,851 325,189 318,186 351,880 361,363 387,399 393,603 418,756 435,501 448,877
Total net assets 111,421 125,756 132,427 143,535 154,976 166,921 183,435 197,237 218,297 235,428 243,741
Cash Flows (¥ million)

Cash flows from operating activities 6,742 11,792 3,340 23,204 5,226 24,721 24,107 23,565 21,005 28,745 21,949
Cash flows from investing activities —2,198 —9,982 —11,686 365 —19,327 —6,413 —15,830 —9,531 —3,788 —5,471 —10,170
Cash flows from financing activities —1,460 —2,705 1,191 —15,464 10,675 —17,876 —5,142 —17,323 —13,001 —8,225 —8,731
'(:cfffi) nfﬁpse?aﬂggmmﬁcp om investing aciiities) 4,544 1,810 —8,346 23,569 —14,101 18,308 8,277 14,034 17,217 23,274 11,779
Per Share (¥)

Earnings 110.28 144.41 144.54 161.58 187.73 229.84 274.65 311.07 399.90 303.98 310.34
Total net assets 1,994.96 1,978.85 2,083.86 2,258.71 2,438.74 2,626.72 2,886.59 3,103.80 3,435.20 3,704.78 3,878.33
Cash dividends 40.00 * 42.00 43.00 45.00 50.00 56.00 64.00 68.00 70.00 72.00 78.00
Ratios (%)

Ratio of Gross profit to sales 10.64 10.51 10.39 7.80 7.80 7.74 7.87 7.84 7.79 7.85 7.82
Ratio of SG&A expenses to sales 9.49 9.34 9.16 6.02 5.93 5.66 5.49 5.34 5.43 5.39 5.34
Ratio of Operating profit to sales 1.15 1.17 1.23 1.79 1.87 2.07 2.38 2.50 2.36 2.47 2.48
Equity ratio 38.0 41.5 40.7 45.1 44.0 46.2 47.4 50.1 52.1 54.1 54.3
Return on equity 5.66 7.08 7.12 7.44 7.99 9.07 9.96 10.39 12.23 8.51 8.20
Return on assets 4.74 5.00 5.03 5.07 5.54 6.05 6.81 7.31 6.73 6.57 6.48
Payout ratio 30.2 29.1 29.7 27.8 26.6 24.4 23.3 21.9 17.5 23.7 25.1
Number of employees 2,288 2,284 2,250 2,202 2,245 2,221 2,217 2,207 2,196 2,169 2,168

*1 Our company conducted a 1.5-for-1 stock split on January 1, 2012. The dividends per share, which are retroactively applied to the impact of the stock split prior to the fiscal year ended March 31, 2012, are as follows. [ 2011/3 : ¥26.66 2012/3 : ¥33.33 ]
*2 Effective from the fiscal year ended March 31, 2016, our company changed accounting policies and retrospectively applied to data for the fiscal year ended March 31, 2015.
*3 Effective from the fiscal year ended March 31, 2022, our company has applied the “Accounting Standard for Revenue Recognition”, etc., and applied to data for the fiscal year ended March 31, 2022.
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ESG Highlights (Three-Year)

Environment

WHAT'S PALTAC

PALTAC'’s Value Creation

Corporate / Stock Information

Corporate information (as of ended March 2022)

PALTAC'’s Value Foundation

Stock information (as of ended March 2022)

CO2 emissions (t-CO2)* 51,052 51,627 52,189
Scope 1 3,284 3,293 3,267
Scope 2 20,703 21,797 18,514
Scope 3 27,065 26,537 30,408
CO2 emissions per 100 millionyen in sales (scopel+2) 2.3 2.4 2.1
CO2 emissions per 100 millionyen in sales (scope1+2+3) 4.9 5.0 4.9

Electricity usage (1,000kwh) 42,872 43,665 44,890

" Ceape 1 Emisaions socitedwi the use of own ful

Scope 3 Emissions assoeiatedwil nick ranspartaton (hipmonts from our distnbution center: GHG protocel Category &)

Society

Number of employees 2,196 2,169 2,168

Average age of employees 45.9 46.3 46.3

Average number of years of continuous employment 19.0 19.5 19.6

Percentage of female employees 18.1 18.3 19.1

Percentage of female employees in management positions 5.6 5.8 6.1

Percentage of new female hires 28.0 35.8 30.9

Percentage of mid-career employees in management position 68.3 68.4 67.9

Percentage of mid-career hires 21.3 34.0 38.1

Number of users of childcare support system (childcare leave) 31 31 34

Number of users of childcare support system (short working hours) 52 51 46

Percentage of employees returning to work after childcare leave 100.0 100.0 100.0

Number of users of the silver human resources employment system 270 333 421

(65 years old and over)

Percentage of taking annual paid leave 56.3 55.9 58.4

Governance

Number of Directors 9 8 9
Percentage of outside directors 33.3 37.5 44.4
Percentage of female directors 11.1 12.5 22.2

Number of Audit & Supervisory Board Members 6 5 5
Percentage of outside Audit & Supervisory Board Member 66.7 60.0 60.0
Percentage of female Audit & Supervisory Board Member 16.7 20.0 20.0

Percentage of female directors 13.3 15.4 21.4

(Directors and Audit & Supervisory Board Members)
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Stock listing

Stock code

Trading unit

Transfer Agent
for Common
Stock

The General
Meeting of
Shareholders

Further
information

Stock
information

PALTAC CORPORATION

2-46 Honmachibashi, Chuo-ku
Osaka City, Osaka Prefecture
540-0029

Tel : 06-4793-1050

1898

1928

¥ 15,869 million

2,168
(Part-time employees :4,794)

Tokyo Stock Exchange,
Prime Market

8283

100 shares

Mitsubishi UFJ Trust and Banking
Corporation

The General Meeting of
Shareholders
is held annually in June.

Management Planning Headquarters
Tel : 06-4793-1090

Number of Shares Authorized :
180,000,000

Number of Outstanding Shares :
63,553,485

Number of Shareholders : 3,173

Major Shareholders

Sharesinekd Shareholding

Shareholders ;ﬁafgg) ratio (%)
MEDIPAL HOLDINGS CORPORATION 31,853 50.68
The Master Trust Bank of Japan, Ltd. 6,845 10.89
(Trust Account)
JP MORGAN CHASE BANK 385632 1,959 3.12
Custody Bank of Japan, Ltd.(Trust Account) 1,623 2.58
PALTAC' Employees Shareholders’ 1.275 203
Association
STATE STREET BANK AND TRUST
COMPANY 505001 1,082 Lz
THE BANK OF NEW YORK MELLON 140044 993 1.58
NORTHERN TRUST CO. (AVFC) RE
MONDRIAN INTERNATIONAL SMALL CAP 943 1.50
EQUITY FUND. L. P.
NORTHERN TRUST CO. (AVFC) RE 888 141
FIDELITY FUNDS ’
The Nomura Trust and Banking Co., Ltd. 632 101

(investment trust account)

Shareholding Ratio is calculated after deducting treasury stock (706,549 shares).

Shareholder composition (1,000 shares)

Treasury

—— Financial investors

shares
706(1.1%)

Securities
companies

171(0.3%)

Other J

corporations
34,156(53.7%)

11,017(17.3%)

I Foreign investors
14,213(22.4%)

1 Individual

investors
3,287(5.2%)

Adoption to Index (As of July 28, 2022)

Since fiscal 2018, PALTAC has been selected as JPX-Nikkei Index 400
composed of companies with high appeal for investors, which meet
requirements of global investment standards, such as efficient use of
capital and investor-focused management perspectives.

) 1PX-NIKKEI 400
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Editor’s Notes

Thank you for taking the time to read our
integrated report, WHAT'S PALTAC 2022.
Once again, we would like to thank all of you
for your cooperation in making this publication
possible. This report was published with the
following two main points in mind. The firstis to
report on the progress of the three-year
medium-term management plan “For a bright
future - Moving forward with the supply chain”,
which ends in the fiscal year ending March 31,
2024. In particular, we focused on explaining
new challenges to optimize the entire supply
chain and thus lead to our medium-to long-term
growth, including the industry’s first
“Comprehensive support for promotional items”
and “Collectively-managed logistics both Non-
Foods and Foods products”. We have devoted
the most effort to make this report “easy to
understand” and “easy to convey” by using
specific examples and the expected benefits
from initiatives. We hope that this report will
convey to readers the value of the initiatives we
are implementing and how we are utilizing our
strengths, backed by our history of more than
120 years since our founding, in our new
challenges. The second is to properly reflect
the opinions and impressions we received from
our stakeholders regarding the previous
integrated report. Especially, we enhanced the
disclosure on “Governance” and “Human
Capital” which was so highly requested, and

[ Editor : Management Planning Headquarters |

in order to better communicate our value
creation story, we endeavored to express with
an awareness of the “linkage” between each
item and the medium-to long-term strategy.
This is the third publication of the integrated
report. In the future as well, we will continue to
enhance the disclosure in order to make this
report useful material for making decisions on
the evaluation of our company. Finally, we
have again prepared a questionnaire on our
website and would appreciate your comments
and opinions. Based on your opinions and
impressions, we will continue to improve our
report so that we can advance the quality of
dialogue with all of you. We hope that we can
count on your continued understanding and
support.

For you, More value

Director, Managing Executive Officer, General Manager of Management Planning Headquarters Masaharu Shimada

Yusuke Takagi Kunitoshi Yamamoto Masayuki Maeda Naotaka Tashiro Masafumi Kiyoto

Kazuki Kimura Tomohiro Hashimoto
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We would like to strive to contribute to
customer’s prosperity and to create people’s rich
and comfortable daily lives through distribution




