Corporate Governance

Enhancing Management Effectiveness

Expertise and experience of directors, Audit & Supervisory Board
members, and executive officers

Kirin Holdings appoints directors, audit & supervisory board

members, and executive officers with abundant experience,

deep insight, and high specialization with the aims of ensuring
appropriate and high-level decision-making and management of
the Group and achieving continual growth in corporate value.
We also use the results of the Board of Directors
effectiveness evaluations to identify the areas of

knowledge and experience that are important for
deliberation and decision-making of the Board of
Directors. Considering those areas along with the diversity
represented by its members, we seek to create an overall
balance on the Board and to strengthen its ability to
execute group business and provide management
oversight, including monitoring and strategic review.
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Independent directors
To increase the fairness and transparency of corporate WEB| Criteria regarding the independence of Officers

) .. C=— https://www.kirinholdings.co.jp/english/ir/governance/
governance, support the Group's continuing growth, and FL J4fe independencecriteria_officer.pdf
enhance the Group's corporate value over the medium-to-long _ o
. . WEB/| Independent Officers Notification

term, as of April 2020 the Company has designated seven (7) = https://www.kirinholdings.co jp/english/ir/governance/

independent directors and three (3) independent audit &
supervisory board members.

pdf/e_independentofficer.pdf
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Candidate plan for President & CEO (succession planning)

The Kirin Holdings Nomination and Remuneration Advisory process for candidates to the Board of Directors.
Committee deliberated on the formulation of policy for Based on this report, since 2017 we have been using a
the President & CEO succession planning in 2016 and highly objective and transparent process supervised by the
reported the requirements (an image befitting the Board of Directors for selecting, evaluating, and training
President & CEQO of Kirin Holdings) and the decision successor candidates.

Succession planning process

Requirement as
a person with Identify candidates Agree on skill
an image befitting and issues development plan Development Select successor
the President & CEO

Rolling process
Board of Directors
Nomlnatl.()n and Rem'uneratlon Supervise succession process, decide final candidate
Advisory Committee

Cultivating candidates for the next generation management

The Kirin Group has formulated an original human resource initiative are provided opportunities to tackle challenging

management system and is strengthening the assignments, in the form of new or difficult jobs. By

development of key personnel in the Group who are proactively placing employees based on their talents and

candidates to serve as the next generation of managers abilities, the Kirin Group is seeking to quickly develop the

(o see page 33 for details). core human resources that will lead the Group in Japan
Employees who achieve high results and show and overseas.

Roadmap for strengthening and

T Lead the Kirin Group in Japan and overseas
developing human resources

m Decisiveness to move the organization and leadership of
diverse human resources
m Abundant expertise and experience and specialization driven
by passion
® High ethical standards and the willingness, faith, and courage to change

Preparatory
opportunities

Demonstrate leadership and serve an important role in the organization

= Ability to manage and quickly draw out and activate organizational and human resource potential
® Demonstrate leadership that improves performance and develops human resources
® Lead the organization and maximize personnel contributions and results to business and functions

Preparatory
opportunities

Gain skill and expertise through challenging work experiences at the front line of business

= Ability to seriously and proactively approach the task at hand, and an attitude to proactively seize opportunities to grow
and advance their career

® Professional aspiration to be the best in their field or business domain

= Career trajectory built on understanding the business and accumulating successful experiences
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Accumulation of work experience and challenging assignments
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Stance on listed subsidiary

Kirin Holdings is aware of importance of the relationship
between the parent company and the listed subsidiary
Kyowa Kirin in terms of business portfolio management and
Group administration. The Corporate Governance Report
published in April 2020 presents the Company'’s policies,
determined by discussion of the Board of Directors,
regarding the significance of retaining a listed subsidiary
and ensuring the effectiveness of the governance system.

Kirin Holdings will regularly review and actively
disclose information concerning the appropriateness of
retaining Kyowa Kirin as a listed subsidiary from the
perspectives of raising the corporate value of the Group,
capital efficiency, governance effectiveness, and
protection of minority shareholders.

WERB| Corporate Governance Report
T — https://www.kirinholdings.co.jp/english/ir/governance/

o]

pdf/e_governance_report.pdf

Group company governance and performance assessment

Operational execution and monitoring system for
Group companies

Kirin Holdings formulates and promotes Group strategy,
monitors all Group businesses, and creates synergies
across the Group.

Each Kirin Group company is located close to its
customers and stakeholders and administers its operations
autonomously and speedily with full authority to make
business execution decisions tailored to their specific
strategies. Kirin Holdings seats a director on each

company'’s Board of Directors to help maintain a high level
of corporate governance.

Group company performance evaluations

The indicators used to evaluate the performances of
Group companies are the quantitative targets of return on
assets (ROA), which is directly linked to return on invested
capital (ROIC), and earnings before income tax (EBIT),
which directly affects guidance for the growth rate of
normalized operating profit.

Remuneration system for executive officers

Kirin Holdings revised the remuneration system for Basic policy

executive officers in March 2017 with the aim of providing 1. Remuneration shall emphasize the link to business

stronger incentive for officers to achieve the business plan performance and corporate value in the medium to long term,

and to further promote medium- and long-term value and shall encourage the sharing of value with shareholders.

sharing with shareholders and investors. Remuneration 2. Remuneration shall be at a level commensurate with the

levels are reviewed each year versus those at other major roles and responsibilities of a director of the Kirin Group.

domestic corporations and using data for the period 3. Executive remuneration shall be reviewed by the

gathered by third-party agencies. Nomination and Remuneration Advisory Committee. To
The performance evaluation benchmark for stock- ensure objectivity and transparency, non-executive directors

based compensation with transfer restrictions was shall account for the majority of the committee members.

changed from ROE to ROIC upon the launch of 2019

MTBP. Non-financial indicators were added in 2020. Remuneration System for Executive Officers

T — https://www.kirinholdings.co.jp/english/ir/governance/conpensation.html

Restricted Stock
Compensation

Basic
Remuneration

Yearly
Bonus

Classification of

Officers AT

Because they are responsible for the execution of business, Kirin Holdings have
0 established remuneration structure that takes into account the achievement of

short-term consolidated performance targets and the improvement of corporate
value over the medium to long term.

Directors
(excluding non- O O
executive directors)

Because they are responsible for supervising and advising Company and Group

I;Pn-etxecutlve O management from an objective position, only basic remuneration (fixed
RICCECLS remuneration) is provided.
. . Because of their role of auditing the performance of directors’ execution of their
Al ke O business from an objective position, only basic remuneration (fixed

Board Members remuneration) is provided.
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Overview of remuneration system for executive officers

—

Basic remuneration

Fixed remuneration —H—
Approximately 50%

Basic remuneration

Yearly bonus

Yearly bonus

Performance-linked remuneration
Approximately 50%

]

Trust-type stock

compensation

Trust-type stock compensation
(performance-based)

Medium- to long-term

Position Fixed remuneration Short-term incentive remuneration incentive remuneration
- Directors (excluding
e non-executive directors)
Eligible . )
- - Non-executive directors D|recto.rs . . D|rector s . .
recipients ) ) (excluding non-executive directors) (excluding non-executive directors)
- Audit & Supervisory
Board members
Type of remuneration| Cash Cash Stock (trust-type stock compensation)
Evaluation - Consolidated normalized operating profit | 1. ROIC
indicators — -Individual performance evaluation 2. Normalized EPS
(excluding President & CEO) 3. Non-financial evaluation*
+Points are provided in a range of 50 to
150% in accordance with the degree of
progress toward the performance
. . Remuneration is 100% when targets targets for the year following a
. . Establish remuneration ) ; . f luati iod
Allocation policy are achieved and varies within a range perrormance evaluation period.
for each role and duty o - .
of 0 to 200%. -In principle, stocks are awarded in
accordance with the points received at a
set period three years after the start of
the performance evaluation period.
Calculation formula for individual Calculation formula for
remuneration performance-linked factors
Individual remuneration Performance linked factors
I 1
/\
Standard bonus .
X
T 100%
‘200% (1) ROIC x 45%
te (%
Company 150% pay rate (%) e
performance 100% < A 0% » ROIC
pay rates Lower Target Upper
150% o . ! limit limit
q 0% Consolidated +
Calculation _ o o Upper . perating profit A
formula limit 9% lmit 150%
+ !
(2) Normalized |40,
[200% N EPS pay rate (%) x 45%
Individual 150% / 0%
performance | ,o05 <« B 0% | o Normalized
pay rate Lower Target Upper
50% limit limit
v Evaluation
0% 4 o indicators for +
commissioned
Lower Target Upper  yock _
_— e me TR A 150%
< Astandard bonus is set for each officer based on 3 Non'—Flnfnoal E
internal regulations. evaluation C 100%  x 10%
<“A"is the ratio of the part linked to company pay rate

performance, and “B” is the ratio linked to individual
performance. The ratios are set for each position based
on internal regulations.

E 50%

*Non-financial evaluation is an overall evaluation of progress and achievement with the CSV Commitments, where initiatives in the four key areas of “a responsible alcohol producer,”
“health and well-being,” “community engagement,” and “the environment” are comprehensively evaluated.

https://www kirinholdings.co.jp/english/ir/governance/pdf/e_governance_report.pdf

Please refer to the Corporate Governance Report for details about director and Audit & Supervisory Board member compensation in fiscal 2019.
)
[
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