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Presentation
Moderator: Thank you for coming to our company. We’d like to start the results briefing of Nissui
Pharmaceutical Co., Ltd. 2Q of fiscal year ending in March 2019. Let me introduce the executives of our
company. Mr. Tokuya Ono, Representative Director, President, and Chief Executive Officer. Mr. Seiichi Yatsu,
Board Member, Executive Officer. Mr. Morio Goto, Executive Officer, General Manager of Corporate Planning
Division.
We’d like to start the interim results briefing. Please start the presentation.
Ono: Thank you for coming to our meeting during your busy schedule. As various incidents are occurring from
last night, I was worrying a bit about how many people can come to our meeting, but I appreciate the big
turnout. Now I’d like to explain about the interim results.

I’d like to explain the consolidated results until the second quarter. Total revenue was 6.174 billion yen, minus
0.4% year-on-year. Operating income was minus 15% year-on-year to 663 million yen. Recurring income was
minus 16.9% to 698 million yen. Net income was minus 65.9% year-on-year to 229 million yen.
I’m going to talk about sales by each division, but we have an understanding that the total sales reached to
the level of last year.
I’ll talk about net income for the period first, but as the performance of the subsidiary company was not good,
we were considering the possibility of the recovery of deferred tax assets based on the results till the interim
Support
Japan
Tollfree

03.4405.3160
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com
2

and future results. As a result, we posted deferred tax assets of 250 million yen and amortized that amount
and posted 231 million yen as the corporate adjustment amount, therefore, net income for the period
decreased bigger than other income.
Operating income and recurring income were influenced by a tough market of the medical environment and
operating income was slightly lower than our expectation in the first half.
Regarding the full-year results forecast, we have revised down the net income from 1.1 billion yen to 860
million yen on October 30 as described in the bottom.

Next, I’ll talk about the business segment. As for the mainstay diagnostic agent, diagnostic agent is divided
into two; one is clinical diagnostic agent for medical care and the other is industrial diagnostic agent for food
manufacturers and pharmaceutical companies. Combining these two as the diagnostic agent, it accounts for
82.3% of our total revenue.
As for the diagnostic agent overall, we had good results compared to the last fiscal year; revenue was up 8.4%
year-on-year, operating income was up 4.7% in the first half. Especially, diagnostic agent for medical
institutions, revenue was up 5.1% year-on-year and operating income was up 16.6% year-on-year. I’ll explain
about this later in detail. Products with high margins are increasing.
Regarding industrial diagnostic agent, we had a revenue increase, but we spent significantly more for R&D
compared to the last fiscal year and that caused a decrease in earnings. We have steady revenue growth, but
profits are lower than our expectation. We managed to retain profits.
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As for the breakdown of clinical diagnostic agent, what is struggling among each segment is blood serum
portion of accuracy control. This is to verify at the medical institutions or the exam centers whether the value
measured by the machine is correct or not; what they call as a control serum. How it is used is one sample is
taken out from certain number of samples and to see if the data is measured correctly. Each institution usually
uses the same lot for a year or half a year, therefore, this slight decrease of sales varies depend on the timing.
And regarding this accuracy control, we are not worried about it that much.
As our mainstay microorganisms and immunity is growing, I do not worry about this segment so much, but
what I would like you to look at is the sales ratio of domestic and overseas. Domestic sales do not increase as
much as we launch new products on a monetary basis, but overseas sales are growing rapidly. Sales ratio of
overseas market was 11.4% in 2Q of FY2016 and it was increased to 17% at the end of 2Q of the current fiscal
year.
We are mainly selling this product group overseas. The fibrin monomer, that we had talked about before, we
are currently supplying semi-finished products of blood clotting reagent as OEM. Over 80% of the world
market uses our antibodies. The OEM products we supply are all of our clinical diagnostic agents and as the
standard of living rises overseas, same type of examination as Japan will become widely used in various parts
of the world and reagents for various examination go overseas.
In addition, fibrin monomer is a new examination item and we are currently working in China and the US.
Once it is approved in those areas, our sales region expands, and our sales grows as the approved area
expands. That is our business model. Our sales ratio overseas is rising as a result of expansion of approval of
fibrin monomer and other products.
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As a highlight of our results, I’ll explain in bullet point simply. We released beta-D glucan mono-test of deep
fungus. Beta-glucan tests fungus in the back of respiratory organs of elderly people which causes a mild fever
or poor health.
It started the most from doctors in private practice; mostly they send samples to examination centers. We
almost monopolize the market of beta-D glucan for examination centers.
As for other beta-D glucan, it takes about a week for transportation and takes another week to ten days for
the result, which becomes a problem at the acute phase hospitals. Mono-test is big as the reagent of
examination center is 96 microplates. It is OK to process large number of tests at one time, but it causes losses
to examine 1,2,3 people per day. Therefore, it is effective at examination centers where many samples are
collected, but at certain hospitals, there are needs to examine 5 or 10 samples which require results within
the day. We launched a pack of reagent for these hospitals and it is increasingly adopted compared to the last
fiscal year, a 12% increase year-on-year.
Composition ratio of beta-D glucan out of total sales is still less than 20%, but I believe mono-test has room
for growth with the progress of healthcare that seeks quality healthcare and prescribe suitable drugs with
quick results of the exams.
Regarding GE test TOX of pseudomembranous colitis, we used to have about 70% of the domestic market of
this reagent before, but as the sales contract was cancelled, that market went to other manufacturers, and
our R&D department developed the reagent and re-launched the product. Currently, market share is 50 to 50,
or 40 to 60 between our company and our former partner company. We had 15% year-on-year increase in
sales, and medical institutions have high expectations for us as we are a domestic manufacturer. We’ve had
inquiries from medical institutions regarding change of manufacturers that caused inconveniences for medical
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institutions, and we had requests for domestic manufacturers to produce reagents, so I believe this product
will grow on the back of those demands.
The other thing is in-licensing of tuberculosis. Toso's TRC Ready-80, a genetic test for tuberculosis acid-fast
bacteria, increased in sales 88% year-on-year. I think Japan is the only country in developed countries, but the
number of patients with tuberculosis do not decrease. If you look at the span of ten years, it does not decrease,
especially young people, around 20 years old, the number of patients is relatively on the rise depending on
the area.
In the meantime, it’s usually the case that patient had taken sputum, applied it to the medium and cultured
it for 3 months or 1 month. If the patient was holding the germs and visiting the hospital, he/she spread the
tuberculosis germs around him/her till the result came out. In order to exclude those dangers, the Ministry of
Health, Labor and Welfare requested prompt examination of tuberculosis to medical institutions and each
hospital becomes active with obtaining budget, therefore, we were able to deliver significant number of inlicensing of tuberculosis in the last fiscal year.
Medical institutions start capital investment for machines using the budget of the current fiscal year from now
toward March. We had 88% increase in sales in the current year and our hope is to acquire the same level of
budget in the next fiscal year and our machine becomes popular.
Overseas OEM is as I have explained a bit earlier.
The business of this clinical diagnostic drug is like a copy machine, or the image of a vending machine business
is similar, but we measure the dedicated reagent with a special machine. So, if we do not deliver a dedicated
machine to a hospital, the hospital does not buy consumables after that. One hospital used to have a couple
of similar machines before, but due to expense reduction, one medical institution has one or two machines
at most. Therefore, amortization period of machines are usually six years at a hospital. If our competitor
manufacturer gets business, we will not have a business chance for six years.
As we are currently developing installation of machines for this clinical diagnostic agent business as the top
priority, especially in Japan, we described as the install business in three mainstay products below. Our original
product RAISUS S4, VIDAS of bioMerieux, TRC and AIA of Toso. Our business results of diagnostic agents vary
depending on how much we deliver these products. Good performance in the first half was due to TRC and
RAISUS. These two products contributed to revenue.
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Next, I’ll explain about the industrial agent segment. Industrial agent segment was also able to increase all
divisions similarly to clinical diagnostic agent. Regarding this, new products will come out later, but in the case
of microorganisms, it is a medium for food. Sales of mediums are big. And the rest is immune serum. We
launched MycoFinder, a reagent for Mycoplasma genes, therefore, I believe there is contribution of sales of
it.
As for sales ratio of domestic and overseas, sales ratio of overseas in FY2016 was 9.1% and increased to 14%
in the first half. The increase in sales overseas is due to Compact Dry; we displayed the panel at the entrance,
but it is a dry medium for the examination of microorganisms. As we grow the sales of this product, overseas
sales and ratio rise.
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Regarding industrial diagnostic agents, we started dealing with bioMerieux Japan from the current fiscal year
as they strengthened the lineup of automatic quick measurement in response to the HACCP system and the
shortage of labor. The product of bioMerieux Japan, bioMerieux is a French company and it is the largest
microorganism detection company in the world. As we start handling automatic fluorescence measuring
equipment for food poisoning disease, bacteria examination, automatic viable cell count measuring device,
other standard strain etc., we plan to sell about 200 million yen for the full year.
As the product group is numerous, we divide the year into three and start handling the products, but our
salesperson is troubled with the process. Therefore, we are taking a sales strategy to expand our products
throughout the year by dividing the year into three and classify the product group as three. Through that, we
think we can sell products of bioMerieux Japan for about 200 million yen in the current fiscal year.
The other one is Compact Dry I mentioned earlier. We are taking measures to increase sales by acquiring new
agents. Regarding Compact Dry, we had a 23% increase year-on-year in sales both overseas and domestic
combined. We had the biggest progress rate among the products with high sales. Especially overseas, I forgot
the exact figure. The increase in sales in the first half was more than 30%. This product has about 30% growth
per year for the last couple of years and recognition of Compact Dry as Nissui’s medium of microbes is rising
among overseas food manufacturers.
Next is the product called EC Blue that examines bacteria coliform in liquids and drinking water, not just wiping
off the lines of solid food and food manufacturing for examination, the needs of combined inspection are
rising whether the water of drinking water and various juices is not contaminated among the manufacturers
of drinking water and juice. Therefore, export of EC Blue is demanded from distributors handling Compact Dry
and sales are rising.

Support
Japan
Tollfree

03.4405.3160
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com
8

The other one we started to handle was Kikkoman Biochemifa’s Lumitester which is a reagent for measuring
ATP in overseas markets. We only sell the product in the domestic market due to the contract with Kikkoman
Biochemifa, but with the approval from Kikkoman Biochemifa, we started to handle Lumitester overseas. We
can sell the product to overseas clients through our overseas agents, so we are in the middle of visiting agents
for explanation with Kikkoman at the moment.
As the achievement of the current fiscal year, our products were adopted by a major dairy manufacturer in
China, the Group is within the best 3 lactic acid bacteria manufacturer and milk drink manufacturer in the
world, therefore, we have expectation for sales growth going forward.

I have talked about good news so far, but we have a severe problem. The other segment, pharmaceutical
business which accounts for 17.7% of our total sales. Nissui Pharmaceutical started from this pharmaceutical
division. Sales of this segment fell 14.6% year-on-year to 1 billion yen. Operating profits declined 56.4% yearon-year.
Regarding sales composition ratio of medicine, the 900 million yen part is direct sales. We are wholesaling to
“Kenko Mirai Sozo Kenkyukai (Future Health Creation Group)” among pharmacies in town and it accounts for
82.4% of the total. The pharmaceutical solution has a sales ratio of 17.6% and we provide products as OEM
using ingredients of medicine, to each drugstore.
Originally, Japan had the idea that pharmacies in town are nominated as national pharmacies and consult
their pharmacists for their health, due to aging population combined with diminishing number of children,
increase of lifestyle diseases, changes in disease structure, etc. However, we are behind in those parts.
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Our strength is that it is a product that makes use of naturally derived ingredients, especially Garol of
gastrointestinal medicine and Conclevan of nourishing tonic. Especially EPA health foods sold by the largest,
Nissui. We are currently developing products from China as there are still good products. Apart from whether
to keep doing business at the Future Health Creation Group, I think that it is still necessary to avoid losing the
four product groups we call as mainstay products from the market.
As I myself drink every day and I believe that the medicine that employees are drinking is absolutely good. We
took various measures to continue to supply such products to the market somehow and we must think about
it going forward.
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We anticipate that we will maintain the strong performance of the industrial and clinical diagnostics we have
explained so far. The pharmaceutical business for the fiscal year is somewhat tough, but as forecast for the
full year remained at 13 billion yen in total revenues, operating profit and net income, I think that they may
be slightly decreased due to decrease in sales. Based on the assumption that acquisition of the budget of the
machines will proceed in the end, operating profit and recurring profit as 1.5 billion yen and 1.57 billion yen,
same as the last fiscal year.
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It is a policy concerning profit distribution etc. We have not changed the idea of the payout ratio of 30 percent
as the basic idea of the company. However, if this year's dividend remains unchanged against the forecasted
figures, the dividend payout ratio will be 104.2%. If it is 104.2%, we will pay out more than we earned, but as
I mentioned earlier, there are special factors that are involved quite a bit. We keep the dividend as it is based
on the forecast of temporary figures and intend to distribute profits in the way that the payout ratio exceeds
100%.
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As for the shareholder benefit plan, in regard to the current system and the new system, the gift of the
shareholder special offer is different in the blue letter. It was a product of our company's group before, but
this time we selected products of our large customers of industrial diagnostic agents and made them as special
offering for shareholders. It is not a manufacturer that we do not know at all. We changed to a stockholder
special offering that selects products manufactured by our parent company Nippon Suisan and our important
customers.
Also, we used to have a unified form that this one is for shareholders with 3000 yen and this one for
shareholders with 10,000 yen. But I think there is likes and dislikes of the products. We changed the
shareholder treatment offer so that shareholders choose by postcard.
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This year is the last year of our medium-term management plan and I’d like to explain about what we had
done and the current situation for the growth strategy going forward.
Our management policy is to become the company with sustainable growth and aim to double our sales by
global expansion. Some people wonder when we are going to double the sales, but our transition is as you’ve
seen earlier.
We have many questions as to what you do when your overseas sales ratio is rising, can the business
environment continue going forward, etc. Regarding sustainable, our parent company is a food company and
they have topics of how long the resources last. Our mainstay microorganism is a medium. We sell a medium
that cultivates microorganism by agar as the main product. Fishing ground of tengusa, agar’s ingredient, is
limited globally. Main market is Morocco and tengusa from Morocco accounts for about 70% of agar in the
whole world.
In the case of the Moroccan government, the government is promoting systematic collections by quota
system of fishery in a way that restricts fishing and makes fishing sustainable for the future. In that situation,
when various healthcare spreads globally, as I have mentioned earlier, we expect competition for obtaining
agar should happen going forward. Then what do we do as a countermeasure? I think there will be more
inquiries from abroad that how do we keep our business without overfishing the same quality of tengusa.
That is something we have to consider.
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So, we started taking action from the current fiscal year on how we can accomplish sustainable corporate
management by putting the sustainable development goal called SDGs in our corporate activities. We started
to explain in easy words about what we do in order to improve corporate value and social value and what our
actions are against SDGs that was decided by United Nations.
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We have listed three important issues here. One is open innovation. We are working on this in the mediumterm business plan, but we explained in a simple way to understand what we do about open innovation and
what is matching to what item of SDGs. Our corporate activities in the perspective of SDGs.
Second important issue is an approach to sanitation management. Based on our achievement of research of
life infrastructure of UNICEF and WHO, we’ll ask these organizations to use our products for their new
activities. We would like to accumulate a track record at global organizations by appealing what we produce
as products, what our products are made of and our products are not made of material from a non-sustainable
environment.
Also, we only have food inspections so far. I think that it is a strange story that this suddenly comes out as a
result of efforts to decontaminate in forest areas and a simple examination of paralytic shellfish poisons, but
paralytic shellfish poisons are bivalve. Such thing as oysters in Japan, they have paralytic shellfish poisons
inside. You can associate with oysters when you have diarrhea, but the testing of paralytic shellfish poisons is
required by the law.
Among the developed countries, only Japan has the inspection called mouse unit and it measures how many
mice have died within 15 minutes. Other countries have inspections using different method, but for the
process in Japan, it uses mouse unit inspection. When we talk about what we do to people abroad, we get
constant claims from the animal protection group to the Ministry of Foreign Affairs and the Ministry of Health,
Labor and Welfare. We have requests from those authorities to develop inspection as domestic manufacturer,
therefore, we also develop simple inspection of paralytic shellfish poisons.
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Regarding environmental efforts, for example little things such as working on a cleanup campaign wearing the
vest of SDGs to appeal what we do in front of our head office as many people do not recognize Nissui
Pharmaceutical.

Regarding promotion of open innovation, we are discussing to spend 1 billion yen each for R&D and capital
investment. Last year was 772 million yen, but this year we already spent 700 million yen in the first half. It’s
not that we should spend as much as we can, but we can only develop new product group using the funds. If
we cannot use the funds, our capability is low. Last year we had the plan but lacked capability. So, we only
spent 77% last year. But, this year, we already spent 700 million yen, which is equal to our plan and has
progressed that much, this is our interpretation.
As for capital investment, we would like to invest aggressively for old facilities that are described in the
handout. However, the division of labor in the pharmaceutical business has been considerably promoted.
When we consider new capital investment to renew the equipment of new machines or to do new things,
when we consider how long it will take for depreciation by capital investment and the price, cost and profit,
there are many cases in which it’s cheaper to consign to other major manufacturer without our capital
investment.
Regarding capital investment, we do not invest in everything, but we have to utilize outsourcing for things
that can be entrusted to outside to avoid the situation of not being able to do business due to high costs as a
result of capital investment. Given those things, we usually keep capital investment lower than the plan.
As for personnel costs, we had a significant decrease after we sold cosmetic business before. However, we
are hiring professionals as a mid-career in the current year. We hired 5 people, mainly sales professionals.
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Regarding personnel required by each department, we are hiring new graduates, but also continue with midcareer hiring to utilize their careers.

As a strategic investment, we have to increase production of Compact Dry. We have to finalize within the
current year and start production from early next year as the situation is imminent. In fact, as for production
of Compact Dry, current production is twice the volume of when I became the president before. We changed
the production line with 50% increase in production capacity. Currently it produces 11 million. Previously it
was 5 million to 6 million, but our sales are likely to be over 20 million within FY2019. Therefore, we have to
construct a production system of 26 million within FY2019.
After that, we are running the system with two shifts or add the same facility to the same place, or move the
facility to somewhere else for local production for local consumption, etc. I would like to think about this after
constructing a production system in FY2019. Imminent issue is to construct a production system of 26 million
in early next fiscal year.
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Regarding the direction of strategic investment, it is a medium for regenerative medicine. Currently, there are
two production lines for powder regenerative medicine, but we have to build a separate production line for
the medium that will become the liquid in the final form. It is related to the expansion of the lineup of products.
We are in the process of a technical tie-up with a manufacturing company of the medium now as it is required
to build a new liquid medium production line.
Regarding MycoFinder, which is a gene detection kit for mycoplasma, we are steadily increasing our track
records, so we are working to strengthen our relationship with the current manufacturing suppliers. In
addition, we invest and provide capital subscription in CPC-related and bio ventures.
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As for existing business, we tend to expand business of RAISUS and Toso-related machines as I have
mentioned earlier. The other thing is, we’ll launch a product of an antimicrobial susceptible carbapenemase
simple detection reagent of NG Biotech, a French company, this month. This is a kit that detects resistant
bacteria that have a third-generation antibiotic called carbapenemase is effective or ineffective. A patient only
becomes worse if he was prescribed ineffective medicine and antibiotic against that fungus which does not
work at all. There are five types of carbapenemases, but there have been no domestic reagents to detect all
five types of carbapenemases at one time. And this manufacturer developed one, so we have to confirm
evaluations in Japan first. So first I would like to try as a research reagent at a sanitation laboratory or a
university hospital, etc. and apply as an in vitro diagnostic drug when we have enough evaluation data.
This is about RAISUS, our mainstay product. We think that it is possible to use the culture solution of the
automatic analyzer of susceptibility, so we are thinking about the usage method after determining the drug
susceptibility with RAISUS what is the tolerant mechanism that is judged to be tolerant.
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Regarding the industry, we will focus on existing areas in compact dry, cold preservation media, and
MycoFinder, which I mentioned now, narrowed down to some extent and expand activities. As for Compact
Dry, we intend to develop listeria monocytogenes, LM is listeria monocytogenes, and another is to develop
compact dry for lactic acid bacteria that grows lactic acid bacteria. We’ll launch listeria monocytogenes pretty
soon. Listeria monocytogenes can also be done by other things about Listeria, but monocytogenes is food
poisoning. If this is found in even one colony, all of that product will be disposed of in the case of food
companies.
Now, in the food market. For example, in the production area, you call it as wild catch, take it in fishery,
cultivate, for example, slaughter pigs in a pig farm in some country, and its intermediate processing
somewhere else. There is usually a distribution form that straddles the three countries where the form of the
product is done in a third country before doing it in the country and before making it the final form. In that
case, if listeria monocytogenes comes out in the last place or somewhere, can I say that the company must
guarantee the business lines of all factories? As pollution spreads out, the facility or the problem of the
processor is spreading all over the world. Among food manufacturers, monocytogenes is increasingly
demanded as detection with high frequency.
As in the past, as long as manufacturing, farming, intermediate processing, processing to the final form and
final consumption point are the same country in a single country, it will become familiar with domestic things.
But each business specializes and have been contracting only a certain part of fish farming, some parts
undertake mid-sized dismantling, some parts are sold to various ready to cook states that put on batter to a
fast food or restaurant chain, various multinational companies has increasing businesses with many
companies specialize in various kinds of processing for one product material.
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That means that if the item I launched is processed by an intermediate processing company there, if the
processing company is contaminated due to our products, all the products of other manufacturers entrusted
processing there, the possibility of contamination increases. In that case, guarantee is the big issue among
food manufacturers. So, it becomes an issue whether listeria monocytogenes can be easily detected by
Compact Dry.
Finding only monocytogenes in the genus listeria is quite tough, and I do not know much about this, but I
heard the bacteria is normally in the soil. Since monocytogenes causes food poisoning, other listeria species
are ordinary bacteria, so it is quite troublesome to find only monocytogenes, but we finished the development
of easy to do Compact Dry.
Regarding cold preservation medium, MycoFinder, as we are investing in facilities, my hope is to be sold more
than our 12-month sales forecast, to be honest.

Regarding new business development, we are proceeding with the three pillars of the clinical examination
that we mentioned earlier. Inspection for food and pharmaceutical products, these two and the other OTC
business of medicine. In addition to this, we worked on the field of regenerative medicine as we wanted
another pillar for the future. This is not a new business, I am sorry for those who heard the same story before,
but since we are a manufacturer of culture medium, we will convert the medium that has been increasing the
microorganisms to one that will increase the tissues from the idea of medium manufacturer.
There are four cases that I have been thinking about examples that I thought that we could contribute to such
medical treatment by increasing the number of cells of regenerative medicine, increasing various tissues,
using that medium. Regarding these four cases, I think that you can see what status we are currently in by
searching with AdipoSeeds, CelgenTek, Tokyo Medical and Dental University, Collagen Pharma respectively.
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Another thing is Salivatec. This is a simple examination of cancer using saliva. In case of simple examination
cancer, we used blood for various examination and DNAs, but healthy people do not want to take painful
blood examination to see the possibility in the future. But in the case of saliva, you can take saliva and send it
for examination, we are interested if it’s that easy, therefore, we are conducting cooperative development at
the moment. The simple examination of cancer using saliva probably has no precedent, so I think that
insurance review is not valid, but as I said, the demand for health is quite high and many people would like to
know what kind of situation they are in and what are the possibilities of getting cancer in the future. For
example, if someone with a factor of getting a lung cancer in the future, would he/she stop smoking or that
type of self-investment. For that purpose, I thought that simple examination of cancer with saliva can take
the market to a certain extent, therefore, we are currently conducting joint research in new business
development.

The other one is just now being recruited, but we cannot uncover a variety of research themes. We only have
about 60 researchers and 300 employees as a total. Therefore, we started a program to subsidize research
expense for people doing research in pharmacy, medicine, agriculture, and engineering. We have made public
offerings until the beginning of December, but fortunately we have received a lot of entries and there are
works to select from within and outside the company from now on. I wasn’t sure if people gather soon for the
first time, but I do not think that 100 people will apply, but since there are currently dozens of entries, we can
report on this in the next fiscal year. We are still looking at the moment, so if you know someone, could you
please let him/her know?
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Regarding overseas deployment, MycoFinder which is currently a negative test of mycoplasma is on the
market. However, besides mycoplasma, in the case of culture of regenerative medicine or antibody medicine,
what I want is that there is no virus, that it is not polluted by bacteria, and it is not contaminated with the
poison called bacterial endotoxin. If it is proved that there is nothing to do, it is thought that such problems
do not occur as side effects, even if those cultured in the liquid medium are taken into the human body.
We currently have only MycoFinder for detection for mycoplasma, but we have developed aseptic testing,
virus and endotoxin as soon as possible. And we are working on regenerative medicine with four packaging.
We are thinking to provide products collectively to the overseas regenerative medicine and pharmaceutical
markets by making proposals to prove that it is contaminant free by examination.
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Sales expansion of Compact Dry. Obtaining new agents of course but gaining business with worldwide food
manufacturers. The other thing is to approach international organization for procurement. Our products are
used in the research by WHO and UNICEF. Overseas Youth Cooperation Volunteer from old times or PKO of
overseas dispatch of Japanese Self Defense Force, Doctors without border society. We will continue our
approach to those people who are making activities globally to let them know that Compact Dry can be saved
and used in heavy duty situations.
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I explained about food hygiene management a bit earlier. If this is listeria, you can have it inspected with a
Compact Dry listeria at the raw material production site, @BactLAB will automatically snatch the result of the
inspection with a snapshot and take a picture of the medium and automatically if there are more colonies it
will count and report them. We made this @BactLAB system with Amazon cloud and Hitachi AI to various
processing destinations and main factory services.
So, if @BactLAB is the headquarters of a global company, the fry of this fish I ordered this time is not
contaminated by listeria, even in the production area of raw materials, the next one is not contaminated, the
main factory is not polluted, confirmed at the stage of shipping to the restaurant chain that it is not
contaminated, it is confirmed by the headquarters that safety can be secured in the entire value chain. If the
manager of the quality control says it is okay, it can be distributed. We created this system to have businesses
with companies with worldwide activities.
@BactLAB. The current status is the parent company Nippon Suisan has subsidiaries all over the world, fish
farmers and processors has main factories for the final products. We asked these groups to use @BactLAB
now. We intend to release based on the feedback of some input problems or statistics. We are at the stage of
verification by the group companies at the moment.
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Regarding overseas business partners, we have newly launched agencies in 13 countries from China to
Argentina in the current fiscal year. Since in Thailand and India, we have contracts with several agencies, so
new agencies are increasing. Even if it starts with small sales initially, I am hoping that by doing this, if we
could get Compact Dry to be popular in that area, sales of Compact Dry will spread along with the operation
of @BactLAB.
Looking back at the very beginning, we had no business in China. We started the business of Compact Dry
overseas from the factory of a Japanese corporation in Thailand. Now the business has grown this much now
and with a bit more efforts to make @BactLAB popular, we may not be even with 3M that has 80% of the
market, but we can go to the level where 3M recognizes Nissui as a manufacturer. We would like to go that
far.
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Lastly about pharmaceutical business. We were considering selling the business to Yoshimura Food. But we
couldn’t reach an agreement with Yoshimura Food and both parties agreed to dismiss the business transfer
in the end. Why did it happen is first, I think our product is very valuable. For example, Garol’s dosing unit
price is low, and Conclevan is liver hydrolysate and it contains higher liver hydrolysate than other product.
And Seishingan, we bring the prescription of China’s largest OTC manufacturer to Japan. There are many
merits.
So, people who know our products take them for a long time, but as a result of leaving the sales channel to
Healthy Future Creation Group, pharmacies in town are increasingly replaced by drug stores, and our sales
declined.
Yoshimura Food has the platform to support small and medium enterprises that President Yoshimura
advocates and if Healthy Future Creation Group supports pharmacies in the form of the platform,
pharmaceutical business of Nissui can be boosted, that was the background of the business transfer proposal.
My thinking is that pharmaceutical business will never go to zero and it still generates profits. Even so, which
is faster, time or the speed of our countermeasures. Time means comparing the speed of drug stores taking
over medicine and health food in the region, with pharmacies in town who are still active to offer consultation
and provide medicines to people living in that area. As a result of consideration, we think it’s faster that our
pharmaceutical business will be in the support platform of SMEs and expand rather than we continue the
pharmaceutical business and had been negotiating with Yoshimura Food. However, they had to secure
funding and they have their own idea of the price of the business, so we couldn’t reach an agreement.
That means that if we are to remain, we will not abandon this business on our own, but we will try to grow
this business within our capacity. The other thing is if we have a business partner that can recover the business
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faster than we thought, we are open for negotiation. We need to keep this stance. This concludes my
presentation. Thank you for listening for a long time.
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Question & Answer

Moderator: Thank you very much. Now, we’d like to take questions. Please state your name and the name of
your company. Please raise your hand if you have any question, we’ll bring the microphone to you.
Hibiki: Hello, I am Hibiki of Jihou. I have two things I want to confirm regarding diagnostic agents. As the
reason for the earnings increase, you mentioned that products with high margin sold well. Were you referring
to beta-D glucan on page 6 of the slides? Is this the product with high margin?
Ono: Yes. Two products on the top. Beta-D glucan and TOX. They are products with high margins.
Hibiki: I see. Thank you. I have one more question.
Ono: The other thing is product for OEM in the bottom. This one has a high margin.
Hibiki: I see. Thank you. The other question is regarding reagent of carbapenemase. This will be launched for
research purposes this month and according to the slides, it was as an application for in-vitro diagnosis. Can
you tell us the timing or the prospect at the moment?
Ono: No one has launched carbapenemase yet in Japan, so obtaining evaluation is the priority. Therefore, I
believe the launch will be about a year later. The timing of application varies depending on the collection of
evaluation data at the moment. Approval by PMDA is becoming quicker these days, if it’s a new application,
it only takes less than 6 months. Therefore, we intend to examine the best timing for the launch taking that
into consideration.
We thought about doing it in a new structure in the next fiscal year, but for the evaluation, if we start the
evaluation earlier, the final application becomes earlier. Hopefully we can launch within a year.
Hibiki: Within a year after application and approval.
Ono: Yes. We’d like to go with that schedule.
Hibiki: I see. Thank you.
Ono: Do you have a different opinion at R&D? No, OK.
Hibiki: You mentioned using the culture solution of RAISUS, but what do you use as a sample?
Ono: Normal colony. Adjusted solution of colony. Since this is originally an immunochromato, it is necessary
to dissolve the colony in the additive solution. So, in the case of RAISUS, I think it will be useful if we can use
the solution diluted with McFarland's standard solution.
We would like to do the launch by deciding the operation method after taking such data for a long time and
be used in our product group.
Hibiki: I see. Thank you very much.
Moderator: Do you have any more question? If not, we would like to end the Q&A session now. This concludes
the interim results briefing of the fiscal year ending in March 2019. Thank you very much for coming to our
meeting today.
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