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Long-Term Management Vision,
Kirin Group Vision 2027 (KV2027)

Reflections on Past Medium-Term Business Plans and the Plan for 2027

On this page, we reflect on past business plans from when we established KV2027 in 2019 and onward. For more details on
Kirin Group'’s plan for 2027, please turn to the next page.

In 2019, our company established the Long-
Term Management Vision, Kirin Group Vision
2027 (KV2027) to be applied for nine years
(nine business years) from December 2019 to
December 2027.

When we established it, we newly defined
our Corporate Philosophy—KIRIN brings joy
to society by crafting food and healthcare
products inspired by the blessings of nature
and the insights of our customers—to express
our strong determination to achieve our ideal
image by 2027: A global leader in CSV, creating
value across our world of Food & Beverages to
Pharmaceuticals.

In addition, we added the One KIRIN

Values, values for helping to achieve this image,
which include “passion,” an expression of our
consumer-oriented mindset, part of the Group
DNA,; “integrity,” which expresses our focus on
quality; and “diversity,” an important element
for the Group to create new value and realize
innovation.

We are taking on the challenge of
reaching our management goals of creating
both economic and social value and achieving
our ideal image by 2027 by creating value
through initiatives that resolve social issues
and meet consumer expectations based on the
Kirin Group'’s organizational capability to realize
innovation.

Long-term Vision Statement: Kirin Group Vision 2027 (KV2027)

Corporate
philosophy

2027 vision

Outcomes

Strategy

framework

Organizational
capabilities
for innovation

One KIRIN

Passion. Integrity. Diversity.
Values ority y
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Value creation

with Society

Consumer centric marketing

Diversity and Inclusion,
culture for innovation

KIRIN brings joy to society by crafting food and healthcare products inspired
by the blessings of nature and the insights of our customers.

A global leader in CSV, creating value across our world of Food & Beverages to Pharmaceuticals

Create economic value (Financial targets), create social value (Non-financial targets)

Value creation
with Consumers

Technology creating trusted value

ICT accelerating value creation

Kirin Group 2019-2021 Medium-Term Business Plan
(2019 MTBP)

Built the foundation of transformation

- Further increase cash generation capabilities of
existing businesses

« Further enhance shareholder returns and maximize
corporate value

- Launch and cultivate multiple businesses connecting
Pharmaceuticals and Food & Beverages in between
existing business domains (Food & Beverages and
Pharmaceuticals) and connect them to the Group’s
sustainable growth

Reflection

Results
Built a foundation of growth for the 2022 MTBP

Corporate

- Slim down balance sheets by organizing the business
portfolio, selling cross-shareholdings, etc.

- Support normalized EPS through share buybacks

- Improve quality of corporate governance (diversity of
the board, remuneration system, and risk management)

Food & Beverages

« Develop high value-added products

« Non-Alcoholic Beverages Business & Health Science
- Australian dairy beverages sales, etc.

Pharmaceuticals

« Launch three globally strategic products in multiple
regional markets

- Build a global management system

Health Science

« Vertically integrate the value chain

« Expand number of LC-Plasma infused products
« Invest in next-generation strategic materials

Changes in revenue and normalized operating profit

Kirin Group 2022-2024 Medium-Term Business Plan
(2022 MTBP)

Kirin Group
Plan for 2027

Realizing growth by
strengthening our proactive
approach

New growth track

Focusing management resources on three domains

+ Increase profit in the Food & Beverages Domain

+ Scale up business in the Health Science Domain

- Strengthen global base in the Pharmaceuticals Domain

Reflection

Summary

Expanded structural reforms to respond to changes in
the external environment

Food & Beverages Domain

+ Each company is generating results by revitalizing existing brands
and cultivating new ones

- In response to the market contraction and rising raw material and
fuel costs, each company is implementing business reforms and

Quickly transition
price revisions and strengthening its profit base

from the structural
reform phase

to the “Growth
Achievement
Stage”

Pharmaceuticals Domain
+ Growing as planned for Crysvita

« Progressing smoothly with the establishment of a foundation as
a global specialty pharmaceutical company

Health Science Domain

+ FANCL became a consolidated subsidiary

« A system for implementing PDCA based on the overall strategy
for the HS Business was established

« The growth of LC-Plasma surpassed the previous year, but fell
short of the target

Synergy generation

« Promoting initiatives to create synergies in the Health Science
Domain

- Promoting initiatives to create synergies between health science
and pharmaceuticals

Functional strategy
- Formulation and monitoring of functional strategy has taken root

« Launched Functional Axis Talent Management to increase
expertise and diversity (fully operational by 2025)

Governance

- Strategic dialogues and business portfolio discussions between
Kirin Holdings and the operating companies based on medium- to
long-term performance forecasts are established

« The three-year fixed MTBP is abolished and replaced by a three-
year rolling PDCA

Revenue (left axis) Il  Normalized operating profit (right axis) ===
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KV2027
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The Kirin Group Plan for 2027 is a more concrete plan that was established based on the direction of KV2027 FY2027 Target

Financial strategy to maximize corporate value

We will grow existing businesses and nurture future core businesses while demonstrating financial discipline.

Develop a business portfolio to prepare for uncertainty —

Achieve EPS growth in each area by developing a business portfolio that

takes into account the uncertainties and geopolitical risks

shrinking market

with each business to improve not only Normalized OP, but
also bottomline profit and cash flow

Maximize Cash
Flow

Stable EPS Health Science Business

2 Improve ROIC growth

Strengthen inner and outer
approaches to health
challenges and FANCL
business integration

- Define initiatives to maximize returns and improve BS in
each business and promote initiatives to achieve them
+ Expand the global cash management system

A

Alcoholic &
Non-Alcoholic
Beverages Businesses

APAC

Increase EPS

3 Cash Allocation,
Investment Discipline and

Cost of

Strengthen brands and
improve profit structure

Capital-Conscious

Management Shareholder Returns

/ BS Management

« Place top priority on stable dividends, and consider
investments and returns in accordance with cash
balance by repaying interest-bearing debt and investing in
intangible assets for future growth

growth

Grow the Blackmores
brand and expand FANCL

+ Make revisions in the dividend policy for stable dividends

Alcoholic &
Non-Alcoholic Beverages
Businesses

4 Response to Globalization
and Portfolio Transformation

Improve ROIC

Risk
Management

Contribute stable profit
from strong brands

« Controlling cost increases and optimizing costs in risk

financing in response to the expansion of the Health
Science Business and the Pharmaceuticals Business

- Offset the increased cost of risk financing by achieving
net cash efficiency, etc.

Pharmaceuticals
Business

Drive EPS
growth

Drive EPS | Health Science Business

Continue to grow global
strategic products

About changes in the plan formulation cycle

We will abolish the fixed three-year medium-term business plan, as it has become increasingly difficult to sustain amid a rapidly changing environment, highlighting the need for a more
agile approach. Going forward, we will adopt a rolling planning cycle in which a new three-year plan is formulated each year by backcasting from the overarching direction and long-term

vision outlined in our long-term management vision.

long-term business vision

previous |

three-year fixed-term medium- term management plan >| three-year fixed-term medium- term management plan >|

three-year fixed-term medium- term management plan >

planning

| single-year plan > | single-year plan > | single-year plan > | single-year plan > | single-year plan > | single-year plan > | single-year plan > | single-year plan > | single-year plan >

long-term business vision

3 year plan

3 year plan

3 year plan

planning cycle

beyond 2025

3 year plan

3 year plan

3 year plan
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3 year plan

Non-Financial

Targets

EPS*' (earnings per share)

3-year CAGR high single-digit % (6%+)

Health &
Well-Being

Health Science Strategy

Non-Financial Indicators

Social impact of the Group’s
Health Science products

Financial ROIC*? (return on invested capital) 9.0%
Targets
) ] Enhance Japan Alcoholic & Increase unit price *1 Will adopt the use of non-normalized EPS from 2025
1 Improve Bottom-Line Profit and Cash Flow Corporate Value Non-Alcoholic Beverages through brand EPS = Net income / Number of shares
. enhancement despite a *2 ROIC = Profit after tax before interest / Average interest bearing debt of the start and end of the fiscal year +
Using a three-year rolling plan, the CFO function will work Businesses average total equity of the start and end of the fiscal year

2027 Targets

135 million
people

Contribution to the expansion
of the immunity market (LC-
Plasma)

3.05 million
people

Pharmaceuticals
Strategy

Global product launch status in
key countries

Number of
products sold
by country and

application

Collaborative Initiatives
for Pharmaceuticals and
Health Science

Achievement level of
collaboration between
Pharmaceuticals and Health
Science

Not disclosed*

Community
Engagement

Creating Bonds

Level of contribution to the
creation of a positive force
for society through business
activities

Target values for
each activity

Environment

Climate Change

Reduction ratio of GHG
emissions

Containers and
Packaging

Ratio of recycled PET resin used
in Japan

Water Stewardship

Water use intensity at
manufacturing sites with high
water stress

Less than
24L/L

Human
Capital

Employee Engagement

Empathy with Corporate
Philosophy & Purpose

CSV practice score

75

Employee engagement score

75

Employee Health

LTIR Score

Presenteeism

Diversity

Ratio of female executives in
Japan (with a domicile at Kirin
Holdings)

*Specific indicators and target levels are not disclosed in the strategy because
they include content related to intellectual property

A Please refer to pages 87-95 for details on each item.
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Strategies for Each Business Domain Toward 2027

The underlying conditions of the business environment that are essential to our strategy

Strategies and Reviews of

Operating Companies Governance TCFD*TNFD Respect for Human Rights Data Selection

and other costs and fluctuation of
foreign exchange rates

Ongoing increase in raw materials . . . .
|/\/ going @ D Revision of liquor taxes in Japan and
==Y overseas, NHI price revision, etc.

Alcoholic & Non-Alcoholic Beverages Businesses

Further evolve product development and

marketing to meet consumer needs in terms of taste,
health, empathy, etc., and implement pricing strategies
while improving brand power

Segment’s NOP

Focus Area Growth Rate

+ Steadily improve unit price through price revision and mix
improvement

+ Improve Normalized OP margin and ensure stable growth
in EPS contribution

Mid single digit %

Strengthened focus brands in response to changing consumer needs

Differentiated our products and contributed to society by continually expanding
our health science products portfolio

Initiatives up

Pharmaceuticals Business

- Steady growth of global strategic products and
(CAGR) continued aggressive R&D investment for future (CAGR)
growth to continuously create life changing value

Grew global strategic products

Changes in economic conditions and
demand due to geopolitical risks and
inflation in various countries

[g:a Rapid evolution of technology such as Al

& A

™

Health Science Business

Segment’s NOP Segment’s
Growth Rate Normalized OP
level for 2027

18.0-20.0 billion yen

+ Implement initiatives for each brand in developing areas
to realize growth that outpaces market growth

Mid single digit %

Acquired Blackmores and FANCL
Established a growth strategy in Japan and the Asia-Pacific

Began clinical trials for KHK4083 (for atopic dermatitis)

to 2024 Expanded premium products that could be differentiated from other products
(including brand expansion from Japan to overseas)

Agreement on the transfer of Kyowa Hakko Bio Co., Ltd.’s amino acid business and others

Continued making investment to further expand our pipeline

Improved productivity of the supply chain through facility investments and digitalization

Strengthen high-profit categories and products, with a focus on beer,
to achieve above-market growth

.. Improve profitability by strengthening the RTD category in Australia and the United States
Initiatives toward

2027

Improve profit margin by accelerating growth of health science beverages
and other high-profit products

Realize sustainable growth of global strategic products

Implement initiatives to apply for KHK4083’s approval in 2026 as
a treatment for atopic dermatitis

Expanded the LC-Plasma business

Realize growth of both Blackmores and FANCL and integrate them
as planned to realize cost synergy

Kirin Holdings and FANCL will collaborate to establish a strategy toward
developing examples of new value creation in inner and outer beauty and a plan to implement it

Enhance the value of our proprietary material LC-Plasma and expand its business both
in Japan and overseas to achieve profitability by 2025

Apply for ziftomenib’s approval in the US and promote clinical trials

Optimize price management and operations for the US consumption market

MR Please refer to pages 58 & 59 for each operating company’s strategy and review.
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MR Please refer to page 60 for each operating company’s strategy and review.

Transfer Kyowa Hakko Bio’s amino acid business and other businesses in 2025

Al Please refer to page 61 for each operating company’s strategy and review.
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Message from the CFO

Engaging in Work With a Sense of Speed to Maximize

the Kirin Group’s Corporate Value

FY2024 was a year of gaining confidence from the steady improvement

in our organizational capabilities

—Please share your reflections on FY2024, the
final fiscal year of the Kirin Group 2022-2024
Medium-Term Business Plan (2022 MTBP),
based on the Group’s accomplishments of the
2022 MTBP.

Looking back at these past three years, the external
environment has significantly changed since we
established the 2022 MTBP. We withdrew our
business from Myanmar after the army’s coup d'état
broke out in 2021, and global inflation surged due

to Russia’s invasion of Ukraine, heavily affecting our
business.

As a result of the impacts of these unexpected
environmental changes, we fell short of our goals
for return on invested capital (ROIC) and normalized
earnings per share (EPS). This is a major point of
reflection for us. Meanwhile, our organizational
capabilities have steadily improved, with existing
businesses, such as the Alcoholic Beverages and
Non-Alcoholic Beverages Businesses, achieving
price increases across multiple businesses through
initiatives to enhance brand equity and optimize
revenue management and achieving higher revenue
and normalized operating profit than last year. In
addition, following our acquisition of Blackmores
Limited in 2023, FANCL Corporation was made a
consolidated subsidiary of the Kirin Group, and we
also signed an agreement on the transfer of Kyowa
Hakko Bio Co., Ltd.s amino acid business and others,
which was an obstacle to the profitability of our Health
Science Business. Although these were factors that
prevented us from obtaining our quantitative targets,
we believe we made positive decisions necessary for
the future growth of our Group.

Last year, | was committed to obtaining
understanding of and sympathizing with the Group’s
vision from numerous stakeholders, including investors,
through having engagements with them. Two years
have passed since being appointed as CFO, and | am
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gradually strengthening relations with all stakeholders
and deepening their understanding of our management,
which fills me with confidence.

—Please tell us about financial results from the
perspective of the financial strategy proposed

in the 2022 MTBP and issues for this year and
beyond.

We first planned for 700 billion yen in operating

cash flow for the 2022 MTBP but in the end, we

only achieved 580 billion yen. On the other hand, the
generation of free cash flow is progressing on track
due to restructuring our business portfolio and balance
sheet management, so the overall cash allocation is

as we expected. However, although global costs grew
more than expected, | recognize that we must reflect
on why we were unable to achieve our goal in operating
cash flow because it displays our earning capabilities.
Going forward, | believe this is the most important point
to focus on.

We have set a goal of 870 billion yen in
operating cash flow for 2025 to 2027. Since we finally
established the foundation for our Health Science
Business in FY2024, we will now strive to maximize
free cash flow through organic growth of the existing
businesses as well as by reducing costs, mainly by
eliminating overlapping areas of acquired businesses
such as Blackmores and FANCL.

Currently, we are implementing financial
modeling to precisely predict three years into the
future, and we expect to reduce our debt by the end
of 2027 to the same level it was in 2022 and develop
enough capacity to make our next investment. We plan
to repay our debts using operating cash flow, so we will
secure profits by making necessary investments into
our existing businesses, and then consider strategic
investment targets.

Strategies and Reviews of
Operating Companies Governance

Shinjiro Akieda

Director of the Board, Senior Executive Officer, CFO,

Kirin Holdings Company, Limited

Respect for Human Rights Data Selection

Building an organizational structure more resilient against change

and improving profitability

—Please explain this year’s shift from a set
three-year medium-term business plan to an
annually rolling three-year plan.

In a rapidly changing external environment, it
becomes difficult to flexibly respond to issues when
restricted by a set three-year plan, and there is a risk
of focusing too much on the numbers and failing

to be able to make necessary investments for our
future. Additionally, during the previous set three-year
business plan, there was an issue of seeing nothing
but the goals of the final fiscal year of the plan when
the end of its period approached. Based on these
circumstances, we decided to formulate a three-
year plan for every fiscal year and roll it over into the
following year. For example, if our goals for the three-
year plan appear in reach at the end of the fiscal year
it was formulated, we'll extend the plan. However, if
there is an unexpected occurrence, we will adjust our
goals to be in line with the new situation.

That said, we will continue to commit to our
long-term goals, including Long-Term Management
Vision, Kirin Group Vision 2027 (KV2027), and will
set parts of executive remunerations based on the
achievement of these long-term goals. By keeping
long-term goals and shifting short- and medium-
term goals to a rolling system that can be flexibly
changed to suit current conditions, we will build
an organizational structure more resilient against
environmental change.

—Why is the Group shifting from Normalized
EPS to EPS? And what initiatives do you plan to
take toward improving ROIC?

EPS symbolizes an enterprise’s earning capabilities,
but it can be affected by temporary increases or
decreases in profit from extraordinary losses and
divestments of businesses and other factors. Our
Group focused on rearranging our business portfolio,
creating a situation in which EPS was also likely to
be affected. As this, in turn, made it difficult to see
our earning capabilities as an enterprise, we adopted
Normalized EPS, which excludes one-time special
factors.

At the same time, we were being told by
some investors it was difficult for investors to
understand what is “normalized.” In addition, based
on the future EPS helping us to healthily understand
and manage net profit, we decided to switch to EPS
and make easy-to-understand disclosures now that
our business portfolio revision has been completed
to some extent. However, to provide an appropriate
starting point where one-time events are not taken
into account, we will calculate normalized EPS only
for the reference year going forward.

We introduced ROIC from the perspective of
not only a capital efficiency that leads to improved
corporate value but also of maintaining financial
discipline.

Without it, a company could prioritize
increasing the total amount of normalized operating
profit, even if the profit margin, for example, is
a low, single-digit percentage, by simply making
more investments in assets with a similar

KIRIN INTEGRATED REPORT 2025 41



Message from Top Management

Overview of the Kirin Group

margin. Nevertheless, because this will cause our
profit margin to fall short of expectations of our
shareholders and investors, we also applied ROIC in
operating companies as an indicator for maintaining
financial discipline. More specifically, by sharing
progress in goals set by operating companies to
reduce working capital, shorten the cash conversion
cycle (CCC), and reduce COGS to improve gross
profit, Kirin Holdings is providing support in these
efforts. Additionally, while revising the business
portfolio, we are remaining cautious about its effect
on the entire Group’s ROIC.

All operations, including sales, procurement,
and logistics, are connected to cash flow, so there are
many opportunities to improve them by making efforts
in each area. However, employees still find ROIC
unfamiliar, and | think it is difficult for each employee
to be aware of it while working. Thus, we believe it is
important to set process goals that subdivide ROIC
and work them into the goals of each business and
division. Thus, we are committed to building a system
that will enable us to execute business operations
with an awareness of ROIC by monitoring results
periodically. Focusing on my duty to connect business
and finance by utilizing my experiences in the
Operating Company Planning Department and Kirin
Holdings' Corporate Strategy Department, | will work
to improve our organizational culture.

Value Creation in the Kirin Group Strategies and Performance

—Please elaborate on your views about
businesses that are below the cost of equity.
Our Group's weighted average cost of capital
(WACC) is calculated at approximately 6.0%, and
most of our businesses operate above the WACC,
but it is true there are some businesses that do not.
Kirin Holdings instructs operating companies that
need to be restructured to formulate restructuring
plans and comes together with them to improve
the situation. As a result, when it is difficult for us
to restructure a company alone, we consider other
options, including selling the company to an owner
who can best manage the business and make more
of it than we can or withdrawing from it.

Business continuity is based on each business
exceeding its WACC. However, as it is possible for the
profit margin to temporarily lower depending on the
business stage, if we have decided there is a strategic
reason to hold on to a business that is lower than
its WACC, we will continue the business. In such a
case, we will continuously check the condition of the
business’s profit margin to see it does not remain low
for the long-term, and, if there is a problem, we will
work as a Group to restructure the business.

Expanding earning capabilities through the four businesses connected

by fermentation and biotechnology

Special Feature

—As CFO, how would you rate the Kirin Group's
business portfolio?

Our Group has a portfolio comprising four business
domains, with fermentation and biotechnology as
its core competencies. We also allocate operating
capital according to each business’ life stage, and
there are no plans to change this policy in the near
future.

Our founding Alcoholic Beverages Business
has entered its maturity stage, and in light of the
declining population, society’s increased health
awareness, the strengthening of alcohol restrictions,
and more, | believe the strategy of maintaining
a stable foundation for the Alcoholic Beverages
Business, while expanding our Health Science
Business, and shifting to a healthier Non-Alcoholic
Beverages Business is also a viable option. In
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addition, our Pharmaceuticals Business not only has
its own growth potential but is also a vital asset for
expanding our Health Science Business. Therefore,
we will maintain our current ownership structure for
the time being, taking into consideration the cash
allocation strategy of the entire Group.

Now that we have somewhat established
our business portfolio, we are being asked to
create synergy between our businesses, which we
recognize as essential. Our Group has expanded
from its parent Alcoholic Beverages Business to
include Non-Alcoholic Beverages, Pharmaceuticals,
and Health Science Businesses by applying
technologies and knowledge from each business,
so each business has been displaying synergy
since their launch. Additionally, the functions of
each business, including research and development

Strategies and Reviews of
Operating Companies Governance

Transition to the next stage
as soon as possible

TCFD*TNFD

ree years to achieve growth

Respect for Human Rights Data Selection

itability of
Improve profitabiii
the Hea‘:th Science pusiness

kil profit. g":::::‘e‘:ticals Business . Sta?le
Structural Reform Phase the Phar Mid smgle
digit %
profit growth in

» Strengthened competitiveness

of core businesses and Profit grow
& Non-Alco

Businesses

narrowed down strategies

> Boldly reorganized the
business portfolio

2025

(R&D), product technologies, quality management,
marketing, and digital ICT (information and
communication technology), can be shared across
businesses and are contributing to maximizing the
business’ added value.

Looking back, the Non-Alcoholic Beverages
Business was born from the beer-making
technology of the Alcoholic Beverages Business,
and the Pharmaceuticals Business was started
from the fermentation and biotechnology that were
honed by working with beer yeast and are used to
control microorganisms. In launching the plants
for the Pharmaceuticals Business, the engineering
technology of Kirin Brewery, Limited, was put to
great use.

The technology and knowledge contained
in the Pharmaceuticals Business are also a
great help in the Health Science Business. The
high affinity of the Pharmaceuticals and Health
Science Businesses is symbolized by Cowellnex,

a 50:50 joint venture launched by Kirin Holdings
and Kyowa Kirin Co., Ltd., last year. Our Group is
focusing on R&D, and there are cases where we do
not know if the material being researched will be
for a pharmaceutical, food, or beverage product,
and sometimes the same material may be judged
differently in different countries, like citicoline.
Against this backdrop, Cowellnex was established

th in the Alcoholic
holic Beverages

existing
businesses

2026 2027

as a platform for R&D to connect pharmaceuticals
and health science.

Furthermore, some people are of the opinion
that FANCLs cosmetics business is a new sector for
the Group, but we just see it as a part of the Health
Science Business. This is because cosmetics are
largely split into two products—makeup and skin
care—and FANCLs business mainly deals with skin
care products.

We believe skincare has a strong affinity with
our existing businesses because we can address
skin health both internally and externally by using
beverages and supplements for inner health and
skincare products for external.

On top of that, FANCL has approximately
2.8 million purchasing touchpoints per year, and
by combining this with our Group’s marketing,
we believe we can strengthen the presence of
each of our brands. In addition, we will accelerate
our growth globally by leveraging Blackmores’
overseas sales network and regulatory compliance
capabilities, mainly in Southeast Asia and Oceania,
to develop FANCLs outstanding supplement and
skincare products.

In other words, all our businesses are
interconnected, and because we believe these
connections to be an important synergy, we aim to
maximize their impacts.
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Overview of the Kirin Group

Leveling up as a global company

Value Creation in the Kirin Group Strategies and Performance Special Feature

—Can you please talk about your initiatives in
balance sheet management?

Since 2022, we have expanded the implementation of
the global cash management system (GCMS) to more
group companies and have established a system that
can control cash, such as the lump-sum borrowing of
surplus funds and loans of deficient funds. Through
this, in the three years between 2022 and 2024, we
reduced the surplus funds (funds set aside for risks)
of each company by more than 80 billion yen. Going
forward, we want to advance this one step further
and quickly implement GCMS at newly consolidated
companies, including FANCL.

In regard to CCC, we improved working capital
by a total of 20 billion yen during the period of the
2022 MTBP by introducing Systems Applications
and Products (SAP) to improve processes. In the
future, we aim to further shorten CCC by promoting
further process improvement through using SAP
and promoting DX, improving supply and demand
accuracy, and reducing inventory.

We are also continuously striving to reduce
cross-shareholdings. In the three years leading up
to last year, we had already reduced them by 17
billion yen, bringing their share of total capital to
approximately 4%, well below the level required by
proxy advisory firms. Every year, the Board of Directors
reevaluates whether to keep the cross-shareholdings,
and, if there are any that it would not be reasonable
to hold on to, we proceed with selling them in a timely

Improve operating CF after investing in human capital, R&D,
ICT, and marketing enhancement

Stable
dividends*

and appropriate manner through future dialogue with
our business partners.

Since our Group used to mainly consist of
Japanese businesses, we have managed currency
with a focus on the Japanese yen. However, now a
lot of money comes in as US dollars, so we need to
take a broader perspective and include currencies
other than the yen. Thus, we will consider how to
appropriately handle each currency, such as how
much of each currency to have, and further establish
a system that enables the effective use of funds.

—As part of growth investments, what are your
thoughts and stance on investments in non-
financial assets?

Last year, we also actively invested in non-financial
assets, such as in cultivating brands and updating old
facilities in the Alcoholic Beverages and Non-Alcoholic
Beverages Businesses, R&D for the Pharmaceuticals
Business, ICT in the digital field, and the human
capital to implement these things. We valued making
appropriate investments in non-financial assets to
build a foundation for sustainable growth and value
creation in each business, and we plan to maintain
this policy.

In recent years, there has been an increase in
global demand for disclosing non-financial information,
and in response to this, we newly established the
Corporate Disclosure Section within Kirin Holdings’
Finance Department. This section will verify

— Shareholder returns will generally be paid out through dividends

The target DOE (consolidated dividend on equity ratio) is 5% or more as a guide,

230.0 The dividend per share is assumed to be a progressive dividend.

bn yen

Operating
CF

870.0
bn yen

—— Determine priorities from a long term perspective

Control the total amount of capital investment after appropriate implementation of capital
investment necessary for safety, quality, and the environment

Cash out portion from 2025 onward Investments
Cash required for FANCL to become already

a consolidated subsidiary with announced
Kura, and others c-

M&A capital is financed by divestment of
businesses, etc., but a temporary D/E ratio above
1.0x is acceptable as far as financial health is
expected to be restored within 2 3 years.

M&A
Investment
or Additional
Shareholder
Returns

Divestment of
businesses and
Cash generation
from financial

Debt

repayment

Debt repayment to ensure financial health
(Gross DE ratio of 0.4 0.6x is the target)

High ¢

*Group total

**Consider BS management, business portfolio replacement, etc. as needed
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hypotheses concerning the correlation and causality
between non-financial and financial information
to heighten the effectiveness of our investments
in non-financial assets. As you know, there is no
standard method established for measuring how
much investments in non-financial assets will affect
financial indicators, but it is truly important to manage
a company with an awareness of how investments
in non-financial capital will improve the company’s
future value, so we will first start these efforts as pilot
initiatives. By the Finance Department handling and
disclosing both financial and non-financial information,
I hope we will further deepen constructive engagement
with all stakeholders.

Furthermore, our Group has introduced SAP to
improve our management capabilities as a group. SAP
has been fully implemented, but going forward we

Respect for Human Rights Data Selection

will promote the coordination and mutual use of data
between Group companies to make management
information visible and transparent. Currently, for
example, both Kirin Brewery and Lion Pty Ltd are
using SAP, but the rules for digitizing manufacturing
costs and other information vary depending on the
company. This year, we will work to standardize the
rules for such data and granularity as soon as possible
by utilizing the Corporate Strategy Department'’s track
record and experience in handling DX.

In order to promote standardization, we must
change the system and our workstyles, meaning there
could be a temporary increase in employee burden.
However, we will strive to update job processes to be
suited for the new system and nurture human capital
for these processes, so we can maximize the merits
gained from this by the entire company.

Implementing plans with a sense of speed to gain confidence

in improving our corporate value

—What are your thoughts on shareholder returns?
Our Group considers the appropriate return of profits
to shareholders through dividends to be one of its
highest management priorities. We have never reduced
dividends before and have been committed to stable
dividends based on a dividend payout ratio of 40%
of normalized EPS. From FY2025, in order to further
promote management with an awareness of cost of
equity, we have decided to introduce dividends through
dividend on equity ratio (DOE). By simultaneously
adopting a principle of progressive dividends, we will
realize more stable and sustainable returns.
Meanwhile, we are also conscious of total
shareholder returns (TSR) and will make investments
in aim of realizing the growth required by investors.
Additionally, we will implement measures for
shareholders returns, including share buybacks,
but please understand this is only if we do not find
suitable investees.

—As CFO, what do you think about the current
stock price levels?

| understand the current stock price levels are

not necessarily satisfactory for shareholders

and investors. Stock prices reflect the value of a
company'’s future growth in numbers. Although we
have achieved record profits three years in a row, our
current stock prices show that the stock market has

not shown confidence in our Group's future growth.

The 2022 MTBP was implemented during a
period when we restructured our portfolio, which included
the sale of our stake in China Resources Kirin Beverages
Company Ltd., the signing of an agreement on the transfer
of Kyowa Hakko Bio Co., Ltd.'s amino acid business and
others, and the acquisitions of Blackmores and FANCL.
Looking at other companies, there are multiple examples
of stock prices slumping during portfolio restructuring.
However, we certainly do not believe our Group's current
stock price levels are sufficient, and | want to engage with
investors so we can reflect our company’s value in our
stock prices as soon as possible.

More and more people are coming to
understand the direction of our Group's strategies
and business portfolio restructuring. On top of that,
it is vital that we quickly establish the Health Science
Business, which holds the key to future profit growth,
and we believe our ability to execute this will lead to
gaining high expectations for improvement in our
corporate value from shareholders and investors.
As | said earlier, with the acquisitions of FANCL and
Blackmores and signing an agreement on the transfer
of Kyowa Hakko Bio Co., Ltd.'s amino acid business
and others, | believe there has been great progress
in building the foundation for our Health Science
Business. By actualizing this growth with a sense of
speed, we will meet everyone’s expectations.
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