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Presentation 

 

Yamazaki: As the time has come, we will now hold a briefing on the financial results for the fiscal year ended 
May 15, 2021, of TSURUHA HOLDINGS INC. I would like to introduce today's attendees. Jun Tsuruha, President 
and Representative Director. 

Tsuruha: This is Tsuruha. I'm looking forward to working with you. 

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

Murakami: I'm Murakami. I'm looking forward to working with you. 

Yamazaki: Me, Takuya Yamazaki, Investor Relations Manager. I will also be in charge of moderating today's 
session. I'm looking forward to working with you. 

In today's presentation, we will be sharing the presentation materials of the financial results briefing on the 
screen. In addition, please refer to the financial results briefing materials, supplementary materials, and 
financial results summary posted on our website. 

I would like to give you an overview of today's proceedings. First, I will give an overview of our business results 
for the FY2021, followed by Murakami, who will explain the details of our business results, and finally, Tsuruha 
will explain our initiatives and policies for the FY2022. We will then move on to the question-and-answer 
session. 

I will now move on to the explanation of financial results. I'm looking forward to working with you. 

 

I will begin by providing an overview of our business performance. Please see page 3. 
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Full-year results for the FY2021 were sales of JPY919.3 billion and operating income of JPY48.3 billion, ending 
the year with increased sales and operating income despite the continuing impact of the coronavirus. 

However, in the second half of the fiscal year, due to the slump in sales of seasonal winter products such as 
cold remedies and the saturation of demand for the coronavirus disaster last year, operating income fell below 
the previous year's level in the second half. 

 

Then there is page 4. This is the comparison of consolidated results with the plan. 

In terms of Drug Eleven's performance, we included 11.5 months for the full year and 8.5 months for the 
second half. Although the results were generally in line with the revised plan, there was a difference of JPY300 
million each in gross profit and SG&A expenses, resulting in a downward revision of over JPY600 million in 
operating income. 

Gross profit was negatively impacted by JPY340 million due to one-time factors such as inventory write-downs 
of anti-coronavirus products such as alcohol disinfectants. 

SG&A expenses include an increase in commissions due to a higher-than-expected increase in cashless 
payments, costs for restoring closed stores to their original state, and in-house consumption of disinfectants 
and masks used in stores.  

In addition, each of our operating companies makes donations and contributions to local governments related 
to coronavirus countermeasures. We have also recorded expenses of about JPY240 million for this purpose. 

Excluding Drug Eleven, we achieved our sales and gross profit targets. We were able to achieve the figures 
mostly as planned. However, SG&A expenses were higher due to the factors I mentioned earlier, and 
operating income ended up being lower than expected. 
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Let's move on to page 5. Compared to the previous fiscal year. 

The comparison with the previous fiscal year is as shown in the table. Excluding Eleven, operating income 
increased by 6.6%. 

However, in the previous fiscal year, all employees were given special appreciation payments. As a result of 
the JPY3 billion factor, the actual results were almost the same as the previous year. 

Current net income was boosted by the application of the Income Tax Act in the FY2020. In the FY2021, there 
was less of an impact from this, so the results were lower than the previous year. 
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Let's move on to page 6. This is the quarterly trend of consolidated results. 

You can see the table here. In addition, the results for the 5.5 months of Drug Eleven are included in the fourth 
quarter. We hope you will keep this in mind. 

 

The next page 7 shows the quarterly trend excluding Drug Eleven. 

I hope you will check this out as well. 
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Next, let's move on to page 8. This is the status of SG&A expenses. 

In the previous fiscal year, as I mentioned earlier, we recorded JPY3 billion in special appreciation payments 
for personnel expenses. Excluding this, the growth in labor costs, excluding Drug Eleven, would be about 6%. 
In addition, the growth in overall SG&A expenses is equivalent to 4.7%. 

In the FY2021, sales growth was low, and there was only a modest improvement in the SG&A and labor cost 
ratio portions excluding Drug Eleven, but we believe that we have done a good job of controlling labor costs 
over the full year. 
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Let's move on to page 9. The status of store openings and closings. 

The number of stores opened was 138, which went according to the initial plan. The initial plan was to open 
136 stores. As for store closures, we ended the fiscal year with 75 store closures compared to our plan of 55 
stores, mainly due to the closing of 17 stores in connection with the coronavirus. Details by Company and 
region are shown in the table. 

This is the explanation of the materials, but I would like to make one note that our closing date for the fiscal 
year, May15, 2021, falls on a Saturday. B/S and cash flow statements are affected by the financial institution 
holidays. For details, please refer to the supplementary materials for financial results uploaded on our 
website. 

As mentioned above, I, Yamazaki, gave an overview of our business performance. 

Next, Murakami will explain the details of our achievements and initiatives for the FY2021. 
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Murakami: Now, I would like to continue from here. I'm looking forward to working with you. 

Please see page 11. This is the YoY change in sales. 

As you can see, the growth was high in the first half, but in the third quarter, it turned negative due to the 
rebound from last year. 
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Please see the next page. This is followed by the details of the sales analysis.  

Especially from the second half of the year, the number of customers decreased in reaction to last year, while 
the average spending per customer, the average unit retail, and number of items purchased increased. 

 

Please see page 13. Trends in unit price and number of items purchased, excluding chargeable plastic bags. 

This has been explained in the previous briefings, so I will not go into details. 
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Please see page 14. Sales by region and by company. 

The last fiscal year was a year in which the performance of operating companies correlated with the YoY 
change in sales by region. Specifically, please look at the results by operating company on the right side of the 
document. 

First of all, in the case of TSURUHA, it was a very difficult year due to the high ratio of OTC and cosmetics sales 
and the disappearance of inbound sales. 

Fukutaro is an operating company with a very high ratio of dispensing drugs, and it was the operating company 
most affected by the suppression of medical examinations due to the coronavirus. Fukutaro also had a very 
difficult year. 

TGN, Lady Drug Store, and Kyorindo all performed very well in the year under review, thanks to the demand 
of home consumption caused by the coronavirus. 

Finally, B&D experienced a year of slightly slower sales growth due to the remodeling of major stores. 
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We will continue with page 15. The results are by product group. 

First of all, in terms of the categories that performed well, daily sundries continued to profit off the demand 
of home consumption and grew at a high rate throughout the year, as well as sales of food products, though 
demand has calmed down a little bit for the latter.  

On the other hand, in terms of sluggish categories, the OTC category had a very tough year due to a slump in 
sales of medicine against colds and other products as a result of thorough infection prevention. 

In addition, although sales of basic cosmetics have been recovering, sales of cosmetics were down YoY due to 
factors such as people cutting back on going out and wearing masks. Please refer to the next page for more 
information on dispensing. 
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Please turn to page 16. This figure excludes Drug Eleven. The trend is almost the same as what I explained 
earlier, so I will spare you the details. 

 

Please turn to page 17. This is an achievement in dispensing. 

On a consolidated basis, we achieved 108.7% of the dispensing fee amount compared to the previous year. 
As I mentioned earlier, in the first half of the year, the number of prescriptions fell below the previous year's 
level due to restraints on medical visits, but it has finally returned to normal in the fourth quarter. 
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18 pages of details. Let us move on to the trends in the number of prescriptions and unit prices. 

As you can see, in the first half of the year, the number of prescriptions fell below the previous year's level, 
while the unit price continued to be very high.  

Finally, the number of prescriptions has been increasing compared to the previous year. 
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Please turn to page 19. The following are the achievements of our Private Brand (PB).  

At the beginning of the fiscal year, we set a goal of increasing the number of SKUs in Kurashi Rhythm to 700, 
and we were able to realize this by achieving 740 SKUs. As a result, the ratio of PB to total sales was 8.3%, up 
0.3% from last year. I believe that the penetration of PB is progressing smoothly. 

On the other hand, the gross profit margin declined slightly, as you can see in the table below. This was due 
to a slump in sales of cold medicine and drinks, and a decline in the gross profit margin of masks. 

Next, the situation of Drug Eleven's PB. Please see the bottom right corner of the page. The introduction of 
Kurashi Rhythm is going very smoothly. 

President Tsuruha will now explain our business forecast and initiatives for the FY2022.  

Thank you very much. 
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Tsuruha: I will now explain the earnings forecast for the FY2022. I'm looking forward to working with you. 

Page 21. First of all, since the accounting standard for revenue recognition will be newly applied from the 
beginning of this fiscal year, the forecast is based on this standard. 

This is the full-year plan for the FY2022. The blue column here is the actual plan, and the red column shows 
the figures compared to the figures before the change in revenue recognition standards. 

First of all, sales of JPY956 billion, a rough estimate on a pre-revenue recognition basis, will be 106.1% of the 
previous year's level. Gross profit was JPY286.5 billion, 107.9% of the previous year's level; SG&A expenses 
were JPY235.3 billion, 108.3% of the previous year's level; operating income was JPY51.2 billion, 105.8% of 
the previous year's level; and net income attributable to shareholders of the parent was JPY28.28 billion, 
107.6% of the previous year's level. 

The main impact of this change in revenue recognition standards will be on consignment sales and point 
system. Overall, this will have an impact of approximately 2% on the Group's sales. 
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Next, please turn to page 22. Here is the breakdown of the plan for the first half and the second half. 

In the first half of the year, there is a consumption hurdle from the previous year's home consumption. In 
addition, the economic instability caused by the coronavirus is expected to continue. 

On the other hand, the second half of the fiscal year has been set higher due to expectations of a future 
economic recovery as a result of the spread of vaccines, as well as the fact that the effect causing the slump 
in the previous year is expected to come to an end.  

Sales at existing stores are expected to increase by 2.3% for the full year. 
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Page 23, please. We are planning to open and close stores. 

In the current fiscal year, we plan to open 158 stores and close 48 stores. The net increase will be 110 stores. 
We are planning to open more stores than usual. 

As you can see in the table below, we are mainly opening stores to strengthen our dominant position in the 
Tohoku, North Kanto, Chugoku, and Shikoku regions. 

We are also planning to renovate 290 existing stores this fiscal year. 
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Please turn to the next page. I would now like to explain our initiatives and policies for the current FY2022. 

Page 25, please. This is a review of the previous year's activities. 

Again, in the previous fiscal year, amid the prolonged effects of the coronavirus, we pursued stores and 
services that respond to changes in lifestyle and consumption. 

In this context, as part of our digital strategy, we have been strengthening our efforts to acquire app members, 
mainly for smartphones. We did not reach our target of 4 million app downloads, and ended the previous 
fiscal year with just over 3.5 million. 

However, we were able to increase the purchase amount of the acquired members, so I think we were able 
to achieve a certain effect. 

In addition, there is the integration of Drug Eleven, which joined the Group in the previous fiscal year. Increase 
in the number of customers through the introduction of meat and produce. We have been developing and 
fostering our PB of Kurashi Rhythm. 

In the current fiscal year, we will continue and strengthen the efforts made in the previous fiscal year. 
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Please turn to page 26. One of our initiatives for the current fiscal year is to promote the opening of new 
dispensing pharmacies, and we plan to open 91 new pharmacies; more than usual. 

We will also strengthen the promotion of home care by filling prescriptions from nursing homes and other 
facilities.  

We will also continue to work on the introduction of dispensing equipment and systemization for operational 
efficiency. 
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Please turn to page 27. We have included this page for your reference. The following is an overview of the 
dispensing business of the TSURUHA Group for the past 5 years. 

Currently, the ratio of sales to total sales is 10.1%, and the ratio of dispensing stores is 28.2%. 

 

Please turn to page 28. Our initiatives for this fiscal year will continue to be digital strategy. 

Through the introduction and use of digital tools, we will work to simplify store operations and secure 
opportunities to serve customers, as well as improve the efficiency of headquarters operations. 
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From this fiscal year, we have digitized our cosmetics ledger. With the digitalization of the cosmetics ledger, 
which used to be based on the manufacturer's information, it will now be based on the customer's 
information, which will enable us to make proposals that are closer to the customer's purchasing information 
than ever before. 

It can also create an environment where other staff members can easily cover customer service when the 
cosmetics staff is not available. In addition, the data will be automatically entered into the ledger, which is 
expected to significantly reduce the workload of those in charge of cosmetics. 

In addition, we will start to introduce the shift preparation support system to our operating companies from 
this fiscal year onward. This system has already been introduced at TSURUHA CO., LTD.  

 

Page 29, please. This is a continuation of the digital strategy. 

In the current fiscal year, we have set a target of 7 million downloads for app members, and we will further 
promote membership registration. Data show that the frequency of visits to the store increases 1.5 times 
more when you become a member of the smartphone app than when you become a regular loyalty card 
member.  

In addition, we will continue to strengthen our efforts to acquire more members, as data show that the 
purchase amount has increased by 110%. 

In addition, we will continue to build the customer database that we started in the previous fiscal year, and 
will start implementing 1-to-1 marketing measures on a trial basis from this fiscal year. 
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Please go to page 30. As part of our efforts to improve convenience, we will continue to support one-stop 
shopping at our stores. 

We will continue to introduce meat and produce for convenience. 

In the current fiscal year, we are also planning to introduce JPY100 sales sections in stores with even larger 
sales floor space. The goal is to increase the number of customers and purchases. 

Also, although the scale is still small in some stores, we have already started an experiment to introduce this 
EC product pickup and delivery service, Wolt, in only a few stores in Hokkaido. Once the experimental phase 
is over, we plan to expand the number of stores. 
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Page 31, please. This will be a private brand product initiative. 

Kurashi Rhythm is the Group's brand. We have set a development target of 850 SKUs by the end of this fiscal 
year. This is 114% compared to the previous fiscal year. 

In addition, we have set a budget of JPY46.2 billion for the combined sales of the Group brands Kurashi Rhythm 
and the former M's one. This is also a YoY increase of 111%. 

For PB as a whole, we are targeting sales of JPY70 billion, which is 108% of the previous year's level, but we 
will aim to achieve 8.5% of the so-called PB sales composition this fiscal year. 

As for Drug Eleven, we will continue to revitalize existing stores through renovation and scrap-and-build 
activities this fiscal year. In the current fiscal year, Drug Eleven plans to fully renovate 10 stores and sand 
rebuild 7 stores. 

Drug Eleven plans to fully renovate and scrap-and-build 60 to 70 stores over the next 3 years, including the 
current fiscal year. For the next 1 to 2 years, the overall performance of the Company will tend to level off, 
but we have already started to see the effects of the recent renovation of food stores, et cetera, and we 
believe that these renovations as well as scrap-and-build initiatives will definitely contribute to our 
performance. 

In addition, Drug Eleven will be shifting to a Group-wide format for its loyalty cards and apps in the fall, so we 
expect to be able to operate more effectively. 
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Please turn to page 32. Here is a report on our efforts to promote sustainability. 

We also consider ESG-related initiatives and the enhancement of information disclosure to be important 
issues, and we are pleased to announce that we have opened a new sustainability page on our website. 

 

Please turn to page 33. 

Our approach has been to promote business activities based on the management philosophy of the TSURUHA 
Group, which is to provide affluence and comfort to the lives of our customers. 
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In the future, in order to fulfill our corporate responsibilities, we will strive to make further contributions to 
local communities through our business, face various social and environmental challenges, and aim to be a 
Company that contributes to the development of the SDGs through dialogue with our stakeholders. 

 

Please turn to page 34. This is an example of our most recent sustainability initiatives. 

We are reducing CO2 emissions by making our stores more energy efficient. We sell this reduction quota 
through the J-credit scheme. 

In addition, from this fiscal year, we will begin installing solar power generation equipment. 

Also, on the right side of this page, in terms of governance, we are planning to shift to a Company with an 
Audit Committee. We will continue to further enhance our governance system. 
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Finally, we come to page 35. 

We will continue to pursue specialization and convenience, strategic dominance through new store openings, 
expansion PB products, improvement of product appeal, and the strengthening the Group's organizational 
capabilities and profitability. This will be our basic strategy to achieve our medium-term target of JPY1 trillion 
in sales and 3,000 stores in the FY2024.  

This concludes my explanation.  

Thank you very much. 
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Question & Answer 

 

Yamazaki: Now, let's move on to the question-and-answer session. Then, please go ahead.  

Questioner A: Thank you for your help. Now, I would like to mention 3 points. 

The first point is about your forecast for existing stores. In the first half of this fiscal year in particular, you 
overcame the repercussions of the home-consumption period and secured an increase in revenue. Could you 
tell me more about this in detail? Please tell us about the evidence for the movement of the number of 
customers, the average spent per customer, and for what products. This is the first point. Can I ask you one 
question at a time? 

Yamazaki: Yes, please do so. Let us answer.  

Tsuruha: Yes, I will respond to your question. Thank you for your question. 

Regarding the reactionary decline in the first half, as you mentioned, we expect that coronavirus-related 
products, such as masks, disinfectants, and hand soaps, will probably experience a reactionary decline by the 
first half of the year, or the middle of the third quarter.  

This negative impact will be offset by cosmetics, which have recovered in demand. Since the cosmetics 
business has recovered, we expect this to be a positive compared to the previous fiscal year. 

For sundry goods, we will continue to implement measures to increase volume, premiumization, and sales 
per customer. Then there's the dispensing of drugs. Since the dispensing business has recovered, we believe 
that we will be able to offset for the continued decline in medical supplies related to the coronavirus. 

Questioner A: Thank you very much. Regarding my second point, I would like to ask about the gross profit 
margin. 

In the fourth quarter, the profit margin was slightly lower than in the same period of the previous year, but I 
believe that the profit margin of the operating company TSURUHA increased compared to the same period of 
the previous year. 

Your forecast is based on the assumption that the profit margin will exceed that of the previous year in both 
the first and second half of the fiscal year. Thus, the profit margin will be lower until the fourth quarter, and 
then it will reverse from here. Could you tell us about the background of this please? 

Tsuruha: Yes. In the fourth quarter, the gross profit margin of TSURUHA is higher than other operating 
companies, and TSURUHA has the highest ratio of inbound sales among the Group companies. Also, the 
composition ratio of Shiseido Cosmetics is high. I think the flip side is that things have calmed down a bit, and 
we have recovered in terms of profit margins compared to other companies. You asked one more thing. What 
was it again? 

Questioner A: About the plan. 

Yamazaki: Yes, the plan. Do you want me to talk about the increase in the gross profit margin in the plan? 

Questioner A: Yes. I would like to know the reason for the reversal of the decline in the consolidated results 
so far. 
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Tsuruha: Sure. Let’s talk about the factor that will increase the gross profit margin this fiscal year. Again, we 
are expecting a recovery in cosmetics and prescription drugs. 

Also, there are still some group synergies to be generated. The rest is sales promotion. Control of sales 
promotion. Due to these factors, there is not much of a decline in the gross profit margin compared to last 
year, and we have made our plan based on the judgment that it is on a recovery trend. 

Questioner A: You just mentioned 3 things, but would it be correct to say that the biggest effect is the 
contribution of cosmetics and dispensing products? 

Tsuruha: Yes. You are right. That's what we think. 

Questioner A: Thank you very much. The last question is about the ratio of SG&A expenses. 

In the case of the subsidiary of TSURUHA, you explained that the shift support system was having an effect, 
but when you look at the ratio, it doesn't really look like that. I was wondering if you could elaborate a bit on 
this. 

The forecast for this fiscal year is 24.6 on a consolidated basis, which is the highest level in the past. What are 
your thoughts on the effects of this system for this fiscal year, including why the ratio is increasing so much in 
the first place? 

Murakami: Thank you for your question. I will give you an explanation. 

First of all, as for the ratio of SG&A expenses, as I explained in the presentation materials, there was a change 
in the revenue recognition standard, and I hope you understand that there are a few things associated with 
this change. 

Also, I would like to talk about the evaluation and future of the newly implemented shift control system in the 
previous fiscal year, which mainly controls labor costs.  

In the previous fiscal year, we introduced this system in almost all of our stores, mainly in the TSURUHA chain, 
and we are aware that the results are starting to show. Therefore, it is our understanding that the increased 
efficiency in labor cost in the previous fiscal year was also due to the effect of this shift system. 

In the current fiscal year, we will gradually introduce this system to other operating companies that are ready 
to use it, such as Lady Drug Store. In addition, various suggestions for improvement have been made at the 
field level for TSURUHA, so the Company will evolve based on these suggestions. 

In terms of the figures, you may be concerned about the increase in labor costs and other SG&A expenses in 
this plan. As President Tsuruha explained, the most important factor for this fiscal year was that we opened 
110 new stores. The impact of opening a new store, which is slightly more expensive than those opened in 
the last few years, is very significant. 

Plus, when it comes to individual labor costs, compared to the previous fiscal year, this time it will probably 
be the minimum wage. In comparison to last year, we do have a budget to revise the cost of minimum wages. 
Was that sufficient?  

Questioner A: If it is possible, what is the quantitative effect, in terms of monetary amounts of the number of 
people, of the shift support system on the TSURUHA subsidiary? 

Murakami: There are direct and indirect effects, so it is difficult to quantify everything. If you look at the 
figures for the previous fiscal year, we are aware that we generated around JPY200 million to JPY300 million. 
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However, I think we are in a phase this year where we are trying to further expand this level of synergy. We 
would like to go a little further in terms of numbers. Was that sufficient?  

Questioner A: Understood. Thank you very much.  

That's all. 

Yamazaki: Yes, thank you very much. Sir, please go ahead. 

Questioner B: I'm looking forward to hearing from you. 

First of all, I would like you to look back at the fourth quarter excluding Drug Eleven. 

I had the impression that the top line was more reactive than I expected. The gross profit margin and the 
dispensing of drugs also have a lot of influence. When I look at the expenses, I think that they could have been 
a little lower, considering the fact that there was JPY3 billion in special appreciation money last year. 

Please tell us how you see the results for the fourth quarter and the full year, excluding Drug Eleven. This is 
the first question. 

Tsuruha: Yes, thank you very much. Now, let me give you the answer. 

As for the fourth quarter excluding Drug Eleven, you are right, but basically sales and gross profit were a little 
lower than the revised budget. To put it bluntly though, we think they were within expectations. 

However, as you just pointed out, it's the expenses. This one, as I explained earlier, is a write-off of this 
inventory. After all, the coronavirus caused a write-off of excess inventory of disinfectants and masks. This is 
the part that affected us a lot more than we had originally anticipated. 

Then there's the expenses for cashless payments. As you mentioned, I have the impression that the expenses 
in this area have increased more than planned. Yes. 

Questioner B: I understand. In this context, I think there were a lot of questions earlier about the next fiscal 
year. 

Once again, I have the impression that the growth in expenses will be much higher this fiscal year than the 
growth in sales. 

I’m wondering if it will really amount to this much through the net increase in store openings alone. What 
should I think about this? 

Is this really the only factor? As mentioned earlier, you are going to increase the number of dispensaries, you 
we will have to hire more pharmacists. Is there anything else I should be thinking about in terms of expenses? 

Tsuruha: Yes, you're right. As you just said, it's about store openings and labor costs. Special one-time 
expenses planned for the current fiscal year are not included at this time. 

Questioner B: I’m looking at page 22. 

In terms of the full year, the expenses in the first half of the year were recorded before the change in revenue 
standard, so the first half of the year grew by about 12%, but in the second half of the year, the growth was 
about 5%. What are some of the factors that cause such bumps? 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
30 

 

Murakami: This is a response from Murakami. 

Drug Eleven's consolidation period is the biggest. So, in the previous fiscal year, we consolidated the results 
in the form of 3, 3, 5.5, which means 3 months in the first half and the rest in the second half. So, it was 8.5 
months, and that is the biggest difference. 

Questioner B: Oh, I see.  

Last, I would like to talk about the dispensing department, which was also introduced in this slide. You would 
like to increase the number of annexes. I think you probably want to increase the number of suburban types. 

Also, let me know about the progress on hiring pharmacists, and please confirm my understanding that for 
this 4Q, the provisional gross profit is based on the drug price, and that its return will be included in this new 
period.  

Tsuruha: I will answer you. 

In terms of hiring pharmacists, we have been hiring steadily for the past few years. Therefore, compared to 
the past, the shortage of pharmacists is no longer a detrimental factor that prevents us from opening new 
stores. 

However, there are regional characteristics, which on the one hand enables us to hire people in the Tokyo 
metropolitan area and other urban areas to some extent. 

However, when it comes to allocating them to rural areas, we need to make some adjustments. We simply 
need to recruit enough people to open new stores. 

The other thing to remember is that the return of the provisional gross profit due to the drug price revision 
will be included in this fiscal year.  

That's all. 

Questioner B: I understand. Thank you. 

Yamazaki: Yes, thank you very much. Next, please continue. 

Questioner C: Yes, I'm looking forward to hearing from you. 

I want to confirm 3 major points. The first point is the usual simple question: What is the operating margin by 
region? 

Yamazaki: I will tell you about the operating profit margin by region. 

First, the figures are by region for TSURUHA, excluding new stores. 

The Hokkaido region was 7.6 in the previous fiscal year of FY2020, and 8.3 in the FY2021.  

The Tohoku region was 5.7 in the FY2020 and 6.1 in the FY2021.  

The Kanto region was 5.8 in the FY2020 and 6.1 in the FY2021. 

The Chubu and Kansai regions were minus 1.1 in the FY2020 and minus 5.3 in the FY2021.  
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As for other operating income figures by company, please refer to the supplementary materials. Was that 
sufficient?  

Questioner C: Yes, thank you very much. 

The second point may be a little bit of a difficult question. 

As you just explained, you have been more aggressive in opening new stores this fiscal year, and you are also 
doing a lot of renovations, so in many ways I feel that the entire Group is entering a phase where it is investing 
for growth. First, I would like to know about the background of this.  

On the other hand, I understand that you are also working on improving efficiency at the same time, and that 
the basic idea of your management team is that if initiatives such as the previously explained digital strategy 
are supported, you can pursue a larger scale for the entire Group. 

As you explained earlier, there is a background to the growth strategy of accelerating store openings and 
renovations, and the progress of the digital strategy that underpins it. 

I think it will take another year or 2 for the core system to be completed, but I would like to know what you 
think about the progress in that area. I'm looking forward to hearing from you. 

Tsuruha: Thank you very much. Yes, well, we will be opening 158 stores this fiscal year, with a net increase of 
110 stores, which is unprecedented in the past. 

The reason for this is, of course, a combination of opening new stores against competitors, which is where 
our Group has always been strong. Hokkaido is one, and Tohoku is another. Then there are the Chugoku and 
Shikoku regions, where each of the operating companies have a high market share. Then there is the northern 
Kanto region, where competition is just getting fierce. 

We need to open more stores in these areas to gain market share. The retail industry is a competition for 
market share. The basic idea is to increase our market share by opening new stores here. 

In terms of the relationship with digital technology, the TSURUHA Group has the largest number of stores 
among Japanese drugstores, so of course we can collect a wide range of data on customers and connect it to 
1-to-1. 

In the future, we will be able to take advantage of the large number of stores scattered all over the country, 
such as cooperation with EC, store delivery, and delivery from stores. We are envisioning a future where we 
can properly relate store pickups and other things with DX.  

That's all. 

Questioner C: Thank you very much. If you have any comments on the management system, or rather the 
management side of things, Mr. Murakami, please let me know. 

Murakami: Sure. Now, I would like to add a few things. 

We will accelerate the opening of new stores in accordance with the general strategy that the President just 
mentioned. In line with this, we need to use digital technology more and more from the customer's 
perspective. 

In addition, I would like to talk about the digital strategy to improve the efficiency of the back-office staff, 
such as myself, and the stores. 
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For example, as I mentioned earlier today, by digitizing the cosmetics ledger. We used to do this in paper 
form, but by converting this to digital, we can greatly increase the time efficiency of our beauty professionals 
at the store level. I think we'll be working on these things in parallel. 

We will also work to increase sales and gross profit, and control SG&A expenses digitally.  

That is all. 

Questioner C: Thank you very much. The third and final point is about governance. Now that you presented 
it, I would like to know a little more about its background. 

You announced the transition to a company with an audit committee and the criteria for appointing outside 
directors, and I think you announced them in great detail. I believe that you have set up one more voluntary 
nominating committee around here. 

What is the background to this, and how did the current management team discuss and choose this type of 
system? I would like to know the content of this discussion. I'm looking forward to hearing from you. 

Tsuruha: Yes, thank you very much. Yes, it is. There has been some talk about the transition to a company 
with an Audit Committee. 

In order to improve our governance system, we have discussed within the Company that we need to make a 
transition, and we are planning to make this change. The final decision will be made at the shareholders' 
meeting, though. 

By doing so, the directors will have a supervisory function. Furthermore, the future separation of supervisory 
members and Executive Officers will enable a speedier, more responsive management system driven by the 
latter. This is what we are trying to achieve in the first place. We are now in the process of setting up the 
governance system to achieve this. 

Murakami: I would like to add one more point. 

As the President just mentioned, we have heard various valuable opinions about the revision of the Corporate 
Governance Code, including from institutional investors.  

Essentially, we are in the process of accelerating our reforms a bit because we believe that doing so will lead 
to our company's growth. 

Another point is that the TSE will be reorganized next year, and we will build a system to meet the level of 
governance required for this new environment.  

That is all. 

Questioner C: Thank you very much. 

Yamazaki: Yes, thank you very much. 

I'm sorry. We are running out of time, so this will be the last question. 

Questioner D: Thank you very much. I am always very grateful for your help. Please make 3 additional points. 
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The first point is about expenses, which has been mentioned in a previous question. If you look at the results 
of the previous fiscal year compared to your company's plan, personnel expenses, sales promotion expenses, 
and land rent were all well below the plan, and only “other” expenses were up by about JPY2.5 billion. 

Here, cashless support, restoration of stores, self-consumption, and donations are included. Is that correct? 

Also, in the forecast, the Other category is expected to grow by 109 again, even though it grew considerably 
in the previous fiscal year. Is this due to the impact of the cashless system? 

I would like to ask you to focus on the Other category. That is the first question about expenses. 

Murakami: I will give an explanation. 

The reason why the Other category experienced an increase was that during this fiscal year, there was that 
the cashless business grew a little faster than we had expected. 

We also provide masks to employees as a coronavirus countermeasure, and disinfectants for customers to 
wash their hands. 

For us, these are now listed as consumables in our accounts. Things as these. Especially coronavirus 
countermeasures. 

In the next fiscal year, we expect that the pandemic will continue until the first half of the fiscal year, so we 
expect that this trend will continue. 

In addition, we expect that cashless transactions will probably grow to a certain level. 

Going back a little bit, the difference between the last fiscal year and this fiscal year is in the donations. We 
received over JPY200 million in donations in the previous fiscal year, but for this fiscal year, we are budgeting 
for almost no donations, rather than the same level as the previous fiscal year. 

That is the current state. Was that sufficient?  

Questioner D: Just to confirm, there was an increase compared to the plan, about JPY2.5billion, but how much 
was through cashless? About half?  

Does self-consumption come in next in terms of impact? Please give me an image.  

Murakami: Well, in terms of the financial impact, it would be the following: Cashless, then self-consumption, 
then restoration.  

Questioner D: So that's the order. 

Murakami: Then there's the disposals. The ratio of food products is also increasing, so that part of the increase 
was a little higher than expected. 

Questioner D: Yes, I understand. Thank you.  

The second point is also about a simple confirmation. 

In the area of renovation of existing stores, I believe you are introducing fresh food and produce. In the 
previous explanation, you said that the growth rate would be different by about 5%. 
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That being the effect on existing stores. Is there still this impact of growth of about 105 in the first year? Is it 
safe to assume that this will no longer be the case in the second year? Can you tell us a little bit about the 
renovation part? 

Murakami: We still can’t tell you about the second year. 

Tsuruha: That's right. Well, it should grow by about 105%. By adding fresh produce to 1 store, the average 
monthly sales of fresh meat and fruits and vegetables would be about JPY1 million, and the sales of 
accompanying daily deliveries and processed foods would increase by about JPY1.1 million to JPY1.2 million. 

And since the overall number of customers will increase, which explains the calculation.  

As for the second year, I don't have the figures at hand right now, so I will have to look into it and give you an 
answer. 

Questioner D: I understand. Thank you.  

For the third and final point, I would like to comment on the active store openings. 

Not only your company, but all the major drugstores in the industry are aggressively opening new stores, 
including your company, especially Welcia Holdings, Sugi Holdings, and Kusuri No Aoki Holdings. 

In light of this situation, do you think that you will be able to secure properties that are sufficiently profitable 
as you actively open new stores? I am a little worried about the profitability, so that is one concern. 

Also, you mentioned that you are going to strengthen your position through dominant areas, but I think this 
will have an impact on the existing stores in terms of cannibalization or competition among themselves. 

How do you think about that? Please give us some additional information about the impact of new openings. 

Tsuruha: Yes, you're right. As you pointed out, there is a lot of competition to open new drugstores. 

Of course, as you pointed out, anyone can open a store, so of course the most important condition is that the 
store must be profitable. 

As the number of competitors increases, the business area will naturally become smaller and smaller. Well, 
as we have said many times, the store format is designed for small business areas. A format that creates 
repeat customers. This was the basis for opening the stores.  

As I mentioned earlier, the opening of new stores, including the provision of fresh foods, will be accompanied 
by the aim to increase visits from repeat customers.  

Of course, in terms of store development we will work hard to find a good location to keep up with the 
competition. I would like to promise you that we will not open a store just for the sake of numbers. 

Also, regarding the impact of our dominant strategy on existing stores, I think I've always said this: The 
dominant will cause the existing stores to have lower numbers to some extent, and it is what it is. However, 
we are opening new stores based on the indicator of whether or not operating income will be positive in the 
area. 

Of course, nearby stores will be affected somewhat, but we will continue to open new stores based on our 
judgment of whether the area as a whole is profitable. These are the answers to your questions. 
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Questioner D: Yes, I understand. Thank you very much. 

Yamazaki: Yes, thank you very much. 

The time has passed, so we will conclude the question-and-answer session here. 

After this webinar, you will be asked to fill out a questionnaire about today’s session. We would like to use 
your opinions as a reference for the future, and would appreciate your cooperation. 

This concludes the financial results briefing for the FY2021 of TSURUHA HOLDINGS INC.  

Thank you very much. 

All: Thank you very much. 

[END] 

______________ 
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