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The corporate governance of Megmilk Snow Brand Co., Ltd. (the “Company,” “we,” or “us”) is described below.

I. Basic Views on Corporate Governance, Capital Structure, Corporate Profile and Other Basic
Information

1. Basic Views - Updated

* Our basic policy on corporate governance is to enhance our corporate value by ensuring transparency
in management, strengthening oversight functions from outside the Company, and establishing a
management structure that can respond swiftly to changes in the market.

* In accordance with this basic policy, we actively work to strengthen governance in order to fulfill all
our responsibilities to our shareholders and stakeholders.

* The Company’s basic views and basic policies on corporate governance are compiled in the Basic

Policy on Corporate Governance (in Japanese), which is published on the Company’s website.

Basic Policy on Corporate Governance (in Japanese): https://www.meg-snow.com/ir/governance/

[Reasons for Non-compliance with the Principles of the Corporate Governance Code] - Updated

The Company operates in line with all the principles of the Corporate Governance Code.

[Disclosure Based on the Principles of the Corporate Governance Code] - Updated

Principle 1.4 Cross-shareholding of Listed Companies
1. Policy on cross-shareholdings
The Company does not hold the shares of related parties and business partners unless there is
reasonable to maintain cross-shareholdings for the purpose of strengthening the Company’s business
and functions. Every year, the Board of Directors examines the shares of listed companies that it owns
to verify the qualitative reasons for holding each individual stock (background behind purchase, stable
supply of raw materials or use of distribution routes, joint development, and other transactional plans,
etc.) and the quantitative benefits anticipated from acquisition (confirmation of economic rationale),

to comprehensively verify the rationality and need to own these shares. To verify the economic

rationale for holding the shares, the Company compares the business revenues, the increase in BPS
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and dividends of the issuer whose shares have been acquired to the Company’s targeted ROE
benchmark of 8% and evaluates these factors.

The Company will gradually reduce cross-shareholdings to less than 10% of net assets after
discussion with business partners and will use the funds to invest in growth, as decided in the Group
Medium-term Management Plan 2025, even in the case of shares which have been deemed to meet the
economic rationale standard as determined above.

2. Examination of cross-shareholdings

At the Board of Directors meeting held on September 27, 2022, the Company’s Board of Directors
examined the stocks owned for the purpose for cross-shareholding and decided on a plan to sell four
stocks, including stocks deemed to be held. All stocks the Company continues to hold were confirmed
as being held for the purpose of increasing economic profit from the medium to long-term perspective
of the Group, based on the verification discussed above. Sale of the four stocks mentioned above has
already been completed.

As of the end of FY2022, the Company holds 46 listed stocks, including three stocks deemed to be
held.

3. Criteria for exercising the voting rights of cross-shareholdings

The Company exercises the voting rights of cross-shareholdings following a comprehensive
judgement based on confirmation of the following two points, regarding proposals presented. The
Company engages in dialogue with the respective company in case further confirmation is necessary,
such as checking the details of a proposal, etc.

(1) Does it contribute to the medium- to long-term enhancement of the company’s corporate value?

(2) Does it go against the purpose of the Company’s cross-shareholding?

Principle 1.7 Related Party Transactions
Competing transactions and transactions involving conflict of interests with Directors must be
approved by the Board of Directors. In addition, transactions with major shareholders with a high
degree of materiality also require approval by the Board of Directors. Furthermore, the results of

related party transactions are reported to the Board of Directors.

Supplementary Principle 2.4.1 View on Ensuring Diversity in Promotion, etc. and Disclosure of Human
Resource Development Policy, etc.
The Megmilk Snow Brand Group promotes women'’s active participation in the workplace as a
corporate strategy. This is at the core of Group efforts to ensure diversity of human resources.
We will continue to strive to develop human resources, achieve work-life balance, and improve work
productivity as we strive to achieve even greater diversity in the future.

Megmilk Snow Brand Report 2022 (Integrated Report) contains a concrete description of initiatives.




Principle 2.6 Roles of Corporate Pension Funds as Asset Owners

The Company administers pension fund assets according to a basic policy of asset management set
forth in regulations in order to secure the total earnings needed for employees’ retirement benefits over

the medium- to long-term.

Material matters related to the asset management of pension assets are discussed by the Corporate
Pension Administration Committee whose members are comprised of the president, executive officer

responsible for human resources, and executive officer responsible for finance.

In selecting the investment institution to act as trustee, the Company makes decisions considering the
investment philosophy and asset management structure comprehensively. Investment institutions are
required to provide a report on asset management results regularly and the Company conducts regular

monitoring of matters including the implementation of stewardship activities.

Regarding conflicts of interest in the management of the fund’s assets, it is prohibited to conclude the
Asset Management Operation Agreement for the purpose of pursuing the interest of third parties other
than the Company and its members. Conflicts of interest are managed appropriately by entrusting the

asset management institution to decide on how to exercise voting rights.

Principle 3.1 Full Disclosure
1. Management philosophy, management strategy and management plan
Published on the Company’s website as follows:
(1) Megmilk Snow Brand Corporate Philosophy
https://www.meg-snow.com/corporate/philosophy/
(2) Megmilk Snow Brand Group Long-term Vision 2026
https://www.meg-snow.com/ir/news/pdf/20170511-1040.pdf
(3) Megmilk Snow Brand Group Medium-Term Management Plan 2025
https://www.meg-snow.com/ir/news/pdf/20200513-1414.pdf
2. Basic views and basic policies on corporate governance
Published on the Company’s website as follows:
* Basic Policy on Corporate Governance (in Japanese only)

https://www.meg-snow.com/ir/governance/

3. Policies and procedures for determining the compensation of directors
As stated in [Incentives], [Director Remuneration], and “Disclosure Policy on Determining
Remuneration Amounts and Calculation Methods” in Section I1.1.

4. Policies and procedures for the nomination of candidates for the board of directors




The policies for the appointment of director candidates are as follows. Resolutions by the Board of
Directors concerning director candidates are first referred to the Nomination Advisory Committee and
then finalized based on the results of the committee’s deliberations.
Candidates for directors (excluding directors also serving as Audit & Supervisory Committee
members) are appointed based on the precondition that they do not satisfy the reasons for
disqualification set out in the Companies Act. They must possess excellent character for performing
monitoring of overall management and supervision of business execution, and they must also have
insight, skills, and a wealth of experience to complement a high standard of ethics.
Candidates for directors also serving as Audit & Supervisory Committee members are appointed
under the precondition they do not satisfy the reasons for disqualification set out in the Companies
Act. They are selected also based on whether they can maintain independence from executive officers
and whether they can maintain continuous impartiality, from among those who possess excellent
character for performing monitoring of overall management and supervision of business execution,
and also possess insight, skills, and a wealth of experience to complement a high standard of ethics.
Furthermore, candidates for directors also serving as Audit & Supervisory Committee members
include at lease one person with knowledge of finance and accounting.
In addition, the reasons for appointment are disclosed appropriately in the convocation notice and
other means.
5. Explanations with respect to the nominations of directors
The reasons for nomination and short curriculum vitae of each director are disclosed in reference
documents for the general meeting of shareholders and in the securities report.

(1) Reference documents for the general meeting of shareholders (attached to the convocation

notice): https://www.meg-snow.com/ir/stock/

(2) Securities report: https://www.meg-snow.com/ir/library/report/
6. Criteria and procedures for dismissal of directors (including Chief Executive Officer) and
explanation
Directors (including Chief Executive Officer) shall be subject to a proposal of dismissal in case they
meet any of the following conditions: acknowledged to have relationship with anti-social forces
subject to criticism by society, caused the Group large losses or hindering the performance of business
duties by violating laws, regulations, the Articles of Incorporation, or other regulations of the Group,
caused significant hindrance to the execution of duties, or it is revealed they no longer satisfy the
conditions of policies for nomination of candidates.
Resolutions by the Board of Directors concerning dismissal of directors (including Chief Executive
Officer) are first referred to the Nomination Advisory Committee and then finalized based on the
results of the committee’s deliberations.
In addition, in case a resolution is passed regarding a proposal for dismissal, the details of such will be

disclosed in a timely and appropriate manner.




Supplementary Principle 3.1.3 Disclosure of Initiatives on Sustainability and investment in human
capital and intellectual property, etc.
The Group is implementing the following on investment in sustainability, human capital and
intellectual property, and other initiatives.
Megmilk Snow Brand Report 2023 (Integrated Report) contains concrete descriptions of these
initiatives.

https://www.meg-snow.com/csr/report/pdt/2022/all.pdf

1. Initiatives on Sustainability
(1) Megmilk Snow Brand Group Sustainability Policy
The Group revised the Megmilk Snow Brand Group Sustainability Policy in 2021 to meet the

expectations of our stakeholders and better address material issues. We revised, added, and

expanded the scope of KPIs (key performance indicators). Our Group contributes to the resolution
of social issues while promoting sustainability management and striving to enhance sustainability.
(2) Megmilk Snow Brand Group Environmental policy

We added initiatives such as “reduction of greenhouse gas emissions and waste” and “biodiversity
conservation,” and revised the Megmilk Snow Brand Group Environmental Policy in 2021, based
on the Megmilk Snow Brand Group Charter of Corporate Behavior. Every employee will continue
to be mindful of environmentally friendly business activities, use limited resources effectively, and
contribute to a sustainable global environment.

(3) Megmilk Snow Brand Group Environmental policy
In October 2021, Megmilk Snow Brand endorsed the The Task Force on Climate-related Financial
Disclosures (TCFD) recommendations and joined the TCFD Consortium . Based on the TCFD’s

recommendations, the Megmilk Snow Brand Group is assessing the risks and opportunities posed

by climate change to its business and promoting information disclosure from four perspectives:
Governance, Strategy, Risk Management, and Metrics and Targets.

2. Investment in human capital, etc.
Based on the view that human resources are our greatest assets, we are working to develop human
resources throughout the entire Group through skill development programs, providing career

development support to develop employees who seize the initiative and take on challenges in their
work, among other efforts.

3. Investment in intellectual property, etc.

Based on our slogan, “Make the Future with Milk,” our Group is engaging in a wide range of
research on R&D challenges that are urgent in terms of business strategy and basic research that
provides the foundation for medium and long-term growth. The Company, Snow Brand Seed Co.,
Ltd., and Bean Stalk Snow Co., Ltd.) are taking the lead on such research.
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Group R&D expenses (FY2022): 4,548 million yen
Our Basic Approach to Intellectual Property Policy and “Measures to promote R&D capabilities” are
posted on our corporate website.

https://www.meg-snow.com/corporate/rd/development/

Supplementary Principle 4.1.1 Summary of Scope of Matters Delegated to the Management
The Company stipulates in its Articles of Incorporation that the Board of Directors may resolve to
consign all or a part of the execution of important business to directors. Furthermore, the Company
adopted an executive officer system to separate the execution and oversight of business operations.
Excluding certain important issues that have a significant impact and matters set forth in laws or the
Articles of Incorporation, the Board of Directors consigns the execution of business to executive
directors and executive officers to ensure dynamic business execution.
Furthermore, if consignment of part of matters for resolution by the general meeting of shareholders
becomes desirable from the perspective of ensuring the flexibility and specialization of management

decisions, it will be proposed to the general meeting of shareholders.

Principle 4.9 Independence Standards and Qualities for Independent Outside Directors
The Company outlines criteria for judging the independence of external directors, based on the
Companies Act and standards set by securities exchange markets, and determines independence
following these criteria. Furthermore, the Independence Standards for Outside Directors of Megmilk
Snow Brand Co., Ltd. appear in the Matters relating to Independent Directors/ Audit & Supervisory

Board Members section of this report.

Supplementary Principle 4.10.1 Establishment of Independent Advisory Committees
The Nomination Advisory Committee and the Compensation Advisory Committee are established as
voluntary advisory bodies to the Board of Directors, and the majority of their members are
independent outside directors. Further details are provided under [Voluntary Committees], below, and
in the annual securities report.
https://www.meg-snow.com/ir/news/pdf/20220628-1562.pdf

Supplementary Principle 4.11.1 Approach concerning the Composition of the Board of Directors as well
as Policies and Procedures concerning the Election of Directors
The Board of Directors consists of no more than 15 directors (excluding directors also serving as
Audit & Supervisory Committee members) and no more than five directors who are concurrently
Audit & Supervisory Committee members. Directors are elected after considering the balance of the
Board of Directors without overemphasizing one particular field of specialization. Furthermore, at
least two outside directors are appointed to provide supervision from a standpoint independent from

business execution.




A brief personal history, Skill Matrix and Nomination Policies for Candidates for Director are
disclosed in the Reference Documents for the General Meeting of Shareholders (appended to the
Notice of the Annual General Meeting of Shareholders).

https://www.meg-snow.com/ir/stockinformation/shareholders/

Supplementary Principle 4.11.2 Situation of Directors who Concurrently Serve at Other Companies

The requirement for a director to serve concurrently at other companies is that the work does not
impede their duties. The situation pertaining to concurrent posts is disclosed every year in the business
report.

* Business report (attached to the convocation notice) https://www.meg-snow.com/it/stock/

Supplementary Principle 4.11.3 Disclosure of the Results of the Board of Directors’ Efficacy Assessment
The Company’s Board of Directors conducts an annual self-assessment to ensure and improve its
efficacy and a summary of the self-assessment results is disclosed.
A summary of the results of the assessment for fiscal year ended March 31, 2022 is as follows:
1. Details of implementation
A survey of all directors (including directors also serving as Audit & Supervisor Board members) was
conducted and responses on the following topics were received from every director. In addition,
individual interviews were conducted by the Board of Directors Secretariat, and based on the results,
the Board of Directors discussed and considered future countermeasures.

{ Survey topics)

(1) Structure of the Board of Directors

(2) Director operations

(3) Self-assessment

(4) Roles and responsibilities of Board of Directors

(5) Relationship with stakeholders

(6) Summary
(7) Nomination Advisory Committee and the Compensation Advisory Committee
* The basic categories for survey questions remain the same each time to maintain continuity in
assessments. However, questions are revised as necessary to improve the quality of assessment.
* The survey also contains many optional comment fields and is designed to gather diverse
opinions and statements without being limited by the questions.

2. Summary of the Results of the Board of Directors’ Efficacy Assessment
Self-assessment analysis results indicated that the Board of Directors was functioning effectively
in fiscal year ended March 31, 2022. In addition, the results confirmed that ongoing efforts have
been made to improve the issues recognized in the previous fiscal year.

3.Response to issues identified in the previous fiscal year’s Board of Directors efficacy assessment




We are continuously working to improve governance by implementing and validating improvement

measures to address issues identified in the previous fiscal year’s assessment.

(1) Continue discussions about the diversity of the composition of the Board of Directors and
other topics that will contribute to the achievement of medium- and long-term goals.
The composition of the Nomination Advisory Committee was increased from five to seven
members (four independent external members and three internal members), and active discussions
were held on the composition of the Board of Directors and issues for future consideration.

(2) Continue efforts to invigorate deliberations further and enhance discussions related to
management strategies.

1) Regular report items are now made in writing to use deliberation time effectively.

2) Continued early distribution of Board of Directors meeting materials and efforts to provide
advance explanations to external directors about important agenda items.

3) In addition to implementation of external director meetings, exchanges of opinions with the
Representative Directors and external directors, and information sharing with external
directors and Managing Executive Officers, active exchange of opinions were held in the
process of formulating the new Group Medium-Term Management Plan.

(3) Augment discussions on governance of Group companies
Reports continued to be made at the Board of Directors meetings on Group companies’ earnings
and key topics every quarter. In addition, important matters pertaining to Group companies were
reported at each Board of Directors meeting.

(4) Enhanced discussions that take the perspective of stakeholders and address non-financial
information

1) There were reports in the Board of Directors meetings on the implementation of the

Corporate Ethics Committee.
2) The CSR Committee has become the Group Sustainability Committee including Group
companies, and there were reports in the Board of Directors meetings on its implementation
(such as progress on KPIs for material issues).
4. Future initiatives
As aresult of fiscal 2022 Board of Directors efficacy assessment, the following five key issues were
identified as issues that the Board of Directors should continue to address.
(1) Continue discussions about the diversity of the composition of the Board of Directors and other
topics that will contribute to the achievement of medium- and long-term goals
(2) Continue efforts to invigorate deliberations further and enhance discussions related to
management strategies
(3) Augment discussions on governance of Group companies
(4) Efforts for sustainability issues
(5) Enhanced discussions that take the perspective of stakeholders and address non-financial

information
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Megmilk Snow Brand’s Board of Directors will endeavor to further enhance its efficacy in
order to achieve sustained growth and raise corporate value. It will do this by resolving
confirmed issues in a process of analysis and discussion of evaluation results and by reviewing
its administration based on directors’ opinions and other information.

Summary of Results of Evaluation of the Fiscal Board of Directors Efficacy Assessment |

https://www.meg-snow.com/ir/cms/wp-content/uploads/2023/06/evaluation.pdf

Supplementary Principle 4.14.2 Policy on Training for Directors
Directors are given opportunities to acquire and update their knowledge so that they can fulfill the

roles and duties demanded of them in an appropriate manner.

Principle 5.1 Policies on Constructive Dialogue with Shareholders
1. The Company recognizes that the understanding and support of its shareholders and investors is
indispensable for sustainable growth and increasing corporate value over the medium to long term.
The Company is committed to holding constructive dialogue with shareholders and investors in order
to build long-term relationships of trust.
2. Dialogue with shareholders and investors is spearheaded by the officer responsible for investor
relations and implemented by persons in charge of investor relations at the Public Relations &
Investor Relations Dept. through collaboration with the Corporate Planning Dept., General Affairs
Dept., and Finance Dept.
To enhance dialogue, persons in charge of investor relations request information provision from the
department in charge of each theme, depending on the nature of the dialogue, and each department in
charge cooperates with the persons in charge of investor relations.
3. The Company holds briefing sessions for media outlets, analysts and institutional investors
quarterly after the financial results. In addition, the Company organizes small meetings quarterly for
analysts and institutional investors as well as hosts individual dialogue sessions as needed.
The Company hosts briefing sessions for individual investors as needed. In addition, details about the
Company’s business performance, business lines, and management policy, etc., are published on the
Company’s website in the section on investor relations.
4. The details of dialogue sessions with shareholders and investors are shared with the Management
Executive Committee on a monthly basis by the Public Relations & Investor Relations Dept.
5. The Company does not convey insider information (material facts that have yet to be disclosed)

during dialogue sessions with shareholders and investors.

[Response Targeting Realization of Management with Awareness of the Cost of Capital and Stock
Price (under consideration)]
We recognize that having a price to book ratio (PBR) below 1 is problematic, and think it does not

indicate the profitability and growth needed to have investors value Company shares.
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On May 15, 2023, the Company announced the establishment of Megamilk Snow Brand Group
Medium-term Management Plan 2025.
The theme of this medium-term management plan is “Gain Resilience.” We will demonstrate our
position on Group growth through initiatives in the three pillars of “Creating seeds for new growth,”
“Expanding quantity by utilizing platform,” and “Strengthening and supporting domestic dairy
farming production platform,” and will target enhancement of corporate value and appreciation of the
Company’s stock price by improving profitability and asset efficiency through the implementation of
such initiatives. Our goal is to quickly achieve an ROE of 8% and a PBR higher than 1 through these
initiatives.
The status as of the second quarter of FYE3/2024 was as follows:
Profitability: Profitability is steadily improving due in part to price revisions. New product
launches that will help improve profitability are disclosed in a timely manner.
Growth: We plan to disclose the status of investment in creating future value and other initiatives in
the medium-term management plan when financial results are announced in May 2024.
Reducing cross-shareholdings: We are making progress on discussing this with our business
partners and are working to reduce cross-shareholdings to less than 10% of net assets during the
medium-term management plan period. If share sales have a substantial impact on financial
performance, we will disclose this in a timely manner.
[Status of Dialog with Shareholders, etc.]
The Company discloses the status of dialogs with shareholders and other stakeholders on our
corporate website.

https://www.meg-snow.com/ir/management/governance/#taiwa

2. Capital Structure

Foreign Shareholding Ratio - Updated From 10% to less than 20%

[Status of Major Shareholders] - Updated

Name/ Company Name Numbg;cr)lfeghares Percentage (%)
National Federation of Agricultural Cooperative 9,237,060 13.64
Associations (ZEN-NOH)

The Norinchukin Bank 6,728,000 9.94

The Master Trust Bank of Japan, Ltd. (Trust 6,372,700 9.41
account)
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Custody Bank of Japan, Ltd. (in trust of 3,703,700 5.47
Sumitomo Mitsui Trust Bank, Limited,

trust account for retirement bene-ts of ITOCHU

Corporation)

Custody Bank of Japan, Ltd. (Trust Account) 2,718,000 4.01
STATE STREET BANK AND TRUST 2,223,333 3.28
COMPANY 505001

Megmilk Snow Brand Employee Shareholding 1,293,552 1.91
Association

HOKUREN GrouplJ 1,074,049 1.8
National Federation of Dairy Cooperative 1,008,000 1.48
Associations (ZEN-RAKU-REN)

NIPPON ACCESS, INC. 838,000 1.23

Controlling Shareholder None
(except for Parent Company)
Parent Company None

| Supplementary Explanation

| None

3. Corporate Attributes

Tokyo Stock Exchange prime and Sapporo

Listed Stock Market and Market Section ..
Securities Exchange

Fiscal Year-End March

Type of Business Foods

Number of Employees (consolidated) as

of the End of the Previous Fiscal Year More than 1000

Sales (consolidated) as of the End of the

Previous Fiscal Year More than 100 billion yen to less than 1 trillion yen

Number of Consolidated Subsidiaries as

of the End of the Previous Fiscal Year From 10 to less than 50

4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with Controlling
Shareholder

None
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5. Other Special Circumstances which may have Material Impact on Corporate Governance

None

II. Business Management Organization and Other Corporate Governance Systems regarding
Decision-making, Execution of Business, and Oversight in Management

1. Organizational Composition and Operation

Oziiziton o Company with an Audit and Supervisory

Committee
[Directors]

Maximum Number of Directors Stipulated 20
in Articles of Incorporation
Term of Qfﬁce Stipulated in Articles of 1 year
Incorporation
Chairperson of the Board President
Number of Directors 12
Outside Directors Appointed
Number of Outside Directors 4
Number of Independent Directors 4

Outside Directors’ Relationship with the Company (1)

. Relationship with the Company*
Name Attribute - -
a|b|lc|d|e|f|g|h|1]]j|k

Kumiko Bando From another

company
Hiroshi Fukushi | 1o other

companies
Ikuo Nishikawa Certified public

accountant
Akito Hattori Lawyer

* Categories for “Relationship with the Company”

* 70” when the director presently falls or has recently fallen under the category;
“/\” when the director fell under the category in the past

*  “e@” when a close relative of the director presently falls or has recently fallen under the
category;

“ A”’when a close relative of the director fell under the category in the past
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a. Executive of the Company or its subsidiaries

b. Non-executive director or executive of a parent company of the Company

c. Executive of a fellow subsidiary company of the Company

d. A party whose major client or supplier is the Company or an executive thereof

e. Major client or supplier of the listed company or an executive thereof

f. Consultant, accountant or legal professional who receives a large amount of monetary
consideration or other property from the Company besides compensation as a
director/kansayaku

g. Major shareholder of the Company (or an executive of the said major shareholder if the
shareholder is a legal entity)

h. Executive of a client or supplier company of the Company (which does not correspond to any

of d, e, or f) (the director himself/herself only)
1. Executive of a company, between which and the Company outside directors/kansayaku are

mutually appointed (the director himself/herself only)

j. Executive of a company or organization that receives a donation from the Company (the
director himself/herself only)

k. Others

Outside Directors’ Relationship with the Company (2)

Designation Designation

asAudit& | & Supplementary
Name Supervisory Explanation of Reasons of Appointment

) Independent . .
Committee . the Relationship
Director

member
Kumiko S) Independent Although Ms. Bando has not been
Bando officer of the previously involved directly in

Company.

corporate management and does not
maintain a relationship of interest
with the Company, given her
abundance of experience dealing
with administrative, consumer, and
other issues, she is expected to
provide important advice and
supervision for our focus on
consumers. She also possesses a
great deal of experience and
knowledge about matters such as
human rights, diversity, work-life

balance, and contributing to local

-13 -




communities and partnerships.
Accordingly, the Company
determined that she can provide
constructive advice and appointed

her as outside director.

In addition, Ms. Bando does not
correspond to a business
administrator of the Company and
its affiliated companies, a main
business partner or the business
administrator of such, a consultant
that receives large monetary sums
or other assets from the Company
other than officer compensation, a
professional accountant or
professional lawyer, or major
shareholder of the Company, nor
has she corresponded to such in the
past.

For the above reasons, Ms. Bando
has been designated an independent
officer because of her high degree
of independence and the fact no
conflicts of interest exist between

her and general shareholders.

Hiroshi
Fukushi

Independent
officer of the
Company.

Mr. Fukushi has no relationship of
interest with the Company, and he
has an abundance of multifaceted
experience, including overseas and
business management experience,
research and development
experience, and promotion of
corporate reforms as CDO. He is

expected to provide advice on the
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growth strategy of the Megmilk
Snow Brand Group.

The Company also believes that he
can provide guidance based on his
knowledge as an experienced
manager of a company that is
making leading efforts toward
sustainability, and thus appointed

him as outside director.

In addition, Mr. Fukushi does not
correspond to a business
administrator of the Company and
its affiliated companies, a main
business partner or the business
administrator of such, a consultant
that receives large monetary sums
or other assets from the Company
other than officer compensation, a
professional accountant or
professional lawyer, or major
shareholder of the Company, nor
has she corresponded to such in the
past.

For the above reasons, Mr. Fukushi
has been designated an independent
officer because of his high degree
of independence and the fact no
conflicts of interest exist between

him and general shareholders.

Tkuo
Nishikawa

Independent officer
of the Company.

Although Mr. Nishikawa has no
past history of direct involvement
and does not maintain a relationship
of interest with the Company, he

was elected as an outside director

-15-




because he can audit and supervise
the execution of business duties
with professional knowledge in
finance and accounting as a

Certified Public Accountant.

Mr. Nishikawa is also not an
executive of the Company or its
affiliated companies; a major client
or supplier of the listed company or
an executive thereof: a consultant,
accountant or legal professional
who receives a large amount of
monetary consideration or other
property from the Company besides
compensation as an officer; or a
major shareholder; and has not been
any of the above in the past. The
Company therefore deems him to
have a high degree of independence
and to pose no risk of a conflict of
interests with general shareholders
and has designated him as an

independent officer.

Akito Hattori

Independent
officer of the
Company.

Mr. Hattori was elected as outside
director because he has no
relationship of interest with the
Company and he will be able to
perform supervision and audit work
on the execution of duties by
management from the perspective
of a specialist, based on his
extensive experience in corporate
legal matters as an attorney-at-law.

In addition, Mr. Hattori does not
correspond to a business
administrator of the Company
and its affiliated companies, a
main business partner or the
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business administrator of such, a
consultant that receives large
monetary sums or other assets
from the Company other than
officer compensation, a
professional accountant or
professional lawyer, or major
shareholder of the Company, nor
has he corresponded to such in
the past.

For the above reasons, Mr.
Hattori has been designated an
independent officer because of
his high degree of independence
and the fact no conflicts of
interest exist between him and
general shareholders.

[Audit & Supervisory Committee]

Committee Composition and Attribution of Chairperson

Audit & Supervisory
Committee

All Committee Members 3

Full-time Members 1

Inside Directors 1

Outside Directors 2

Chairperson Inside Director

Presence of directors and employees
assisting the duties of the Audit &

. . Established
Supervisory Committee

Matters concerning Independence of Said Directors and Employees from Executive Directors

* Employees who assist with the duties of the Audit & Supervisory Committee are assigned to a
dedicated department independent from executive organs.

* Personnel moves and evaluations of said employees are performed with the consent of the Audit &
Supervisory Committee.

* No restrictions will be placed on said employees by the Company during the course of the execution of

their duties to assist the Audit & Supervisory Committee.
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Status of Collaboration involving the Audit & Supervisory Committee, Accounting Auditor, and Internal
Audit Department.

* The Audit & Supervisory Committee, accounting auditor, and Internal Audit Department work closely
together to strive for efficient and effective audits.

* The audit corporation council composed of the Audit & Supervisory Committee, accounting auditor,
and Internal Audit Department convenes meetings at least four times per year, in principle.

* The audit corporation council mainly deliberates on the audit plan of the accounting auditor, hears
reports on the results of audits, and discusses audits of the internal control system related to financial
reporting. It aims to exchange opinions for the implementation of effective audits.

* The Audit & Supervisory Committee and Internal Audit Department convene meetings at least eight
times per year in principle, where it shares views on such topics as formulation of internal audit policy
and planning, hears reports of audit results, and evaluates internal control systems related to financial

reporting, etc.

[Voluntary Committees]

Voluntary Establishment of
Committee(s) Corresponding to
Nomination Committee or
Remuneration Committee - Updated

Established

Committee’s Name, Composition, and Attributes of Chairperson - Updated

Committee Corresponding to Committee Corresponding to
Nomination Committee Remuneration Committee

Committee’s Name Nomin.ation Advisory Remun.eration Advisory
Committee Committee

All Committee Members 7 7

Full-time Members 0 0

Inside Directors 3 3

Outside Directors 4 4

Outside Experts 0 0

Other 0 0

Chairperson Outside Director Outside Director

Supplementary Explanation - Updated
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The Nomination Advisory Committee and Remuneration Advisory Committee were established as
advisory bodies to the Board of Directors related to the appointment and compensation of directors. The
Company aims to further enhance its corporate governance structure by reinforcing the independence,
objectivity, and accountability of the Board of Directors’ functions. These committees maintain
independence and objectivity by having an outside director serve as chairperson and by having a

majority of each committee comprised of independent outside directors as members.

[Independent Directors/ Audit & Supervisory Board Members]

Number of Independent Directors/ Audit &

Supervisory Board Members 4

Matters relating to Independent Directors/ Audit & Supervisory Board Members

The Company has established the following criteria for determining the independence of outside

directors:

[Megmilk Snow Brand Co., Ltd. Independence Standards for External Directors]

Megmilk Snow Brand CO., Ltd. (hereinafter the “Company”) and its subsidiaries (collectively, the
“Group”) judges External Directors (hereinafter “External Directors”) to be sufficiently independent so

long as they do not fall under any of the following.

1. The following individuals who have had business transactions with the Company or its subsidiaries in

any of the past three fiscal years

(1) Of those who have the Company or its subsidiaries as a client, an individual who the Group has paid
an amount totaling more than 2% of the consolidated net sales of that business partner or an officer or
employee who executes business of that corporation such as an executive Director, an Executive
Officer, or others (hereinafter “executives”)

(2) Of those who the Company or its subsidiaries have as a client, an individual or their executives who
pays to the Group an amount totaling more than 2% of the Group’s consolidated net sales

(3) An individual or their executives whose loans to the Company or its subsidiaries total more than 2%
of the Group’s consolidated total assets

(4) A consultant, accounting professional, or legal professional who has received from the Company or
its subsidiaries monetary or other assets totaling ¥10 million or 2% of total revenue, whichever is
greater (excluding Director compensation), or in the event that an organization is acquiring said assets,
an individual belonging to that organization

2. The following individuals who have been major shareholders in the past three years

(1) An individual who possesses a proportion of 10% or more of the Company’s voting rights (including
indirect possession) or their executives

(2) An executive of a company whose voting rights the Company or its subsidiaries possesses a
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proportion of 10% or more of (including indirect possession)

3. Relatives of the Company, the Company’s subsidiaries, the Company’s business partners, or other
related persons

(1) An individual who was a spouse or relative within the second degree of kinship of one of the
following within the past ten years

1) An executive Director or Executive Officer of the Company or its subsidiaries or a General
Manager of Head Office

2) A non-executive Director of the Company

(2) An individual who was a spouse or relative within the second degree of kinship of one of the
following within the past three years

1) An individual who corresponds to the aforementioned 1. (1), (2), or (3) or the aforementioned 2.,
and in the case that the individual is an executive, an officer who executes business of that
corporation such as an executive Director or an Executive Officer, or an individual equivalent to a
General Manager of departments.

2) An individual who corresponds to the aforementioned 1. (4) (limited in the case of an accounting
professional to a certified public accountant, and in the case of a legal professional to an attorney-
at-law (including associates))

4. Other related persons

(1) An individual who, in any of the past three fiscal years, has received donations from the Company or
its subsidiaries in a single fiscal year equivalent to ¥10 million or 2% of total revenue, whichever is
greater, or their executives

(2) An executive of a company in which, within the past three years, an individual from the Company or

its subsidiaries has served as an external officer

[Incentives]

Incentive Policies for Directors Performance-linked Remuneration

Supplementary Explanation

1. System of compensation for directors

The compensation of directors consists of base compensation and performance-linked bonuses. Base
compensation consists of an oversight salary component as compensation for management oversight, and
an executive cash component as compensation for the execution of business, which are paid in cash.
Performance-linked bonuses consist of two components: 1) a short-term incentive (cash bonus) based on
the indicator of Group consolidated operating profit and 2) a long-term incentive (stock-based

compensation) based on the financial indicators in Group Medium-term Management Plan 2025. The
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ratio of the base compensation, short-term incentive (cash bonus), and long-term incentive (stock-based
compensation) is roughly 6:2:2. The Company has not established a retirement bonus system.
2. Indicators and total compensation paid in performance-linked bonuses
(1) Short-term incentive (cash bonus)
1) Indicator and total compensation paid
Consolidated operating profit:
30.0 billion up to but not including 0 billion yen: 0 to 92 million yen
2) Method of allocation
Representative Director and President = 1.00, Representative Director and Executive Vice
President = 0.68, Director and Senior Managing Executive Officer =0.59, Director and
Managing Executive Officer = 0.54, Director Executive Officer =0.33
(2) Long-term incentive (stock-based compensation)
1) Indicators and allocation
EBITDA:ROE:non-performance-linked = 4:4:2
2) Total compensation paid
A. EBITDA
Under 18.5 billion yen: None paid
18.5 billion yen to 48.5 billion: 0 to 37,172,000 yen
Over 48.5 billion yen: 37,172,000 yen
B. ROE
Under 4%: None paid
4% up to but not including 10%: 0 to 37,172,000 yen
10% or higher: 37,172,000 yen
C. Non-performance-linked
Total compensation: 12,395,800yen (forecast)
The amount of payment will be determined according to the length of tenure.
(3) Method of allocation
Same as in 2. (1). 2).

Recipients of Stock Options —

Supplementary Explanation
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[Director Remuneration]

Disclosure of Individual Directors’ o o .
. Individual compensation is not disclosed.
Remuneration

Supplementary Explanation

No director earns more than 100 million yen in total consolidated compensation; therefore, the Company
does not disclose the individual amounts of director compensation. The total amount of compensation,

etc., for each category of officer is disclosed in the Company’s securities report and business report.

Policy on Determining Remuneration

Amounts and Calculation Methods Established

Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods

Details can be found in the section on incentives.
1. Policy Related to Decision on Content of Compensation for Individual Directors
At the Board of Directors meeting held on February 24, 2021, Megmilk Snow Brand decided to adopt
the Policy on Decisions on Compensation for Individual Directors, and then revised it at the Board of
Directors meeting held on May 15, 2023. These resolutions of the Board of Directors are discussed in
advance by the Compensation Advisory Committee, which is mainly composed of independent external
directors. In addition, the Board of Directors confirmed that decisions on the content of the compensation
for each individual director for the fiscal year under question as well as the content of the compensation
decided is consistent with the policies on such decisions, and that the discussion in the Compensation
Advisory Committee has been respected. Accordingly, the compensation is consistent with this policy.
The policy related to decisions on content of compensation for individual directors is as follows.
(1) Basic Policy
1) The compensation for directors (excluding directors who are Audit & Supervisory Committee
Members) is within the range resolved by the General Meeting of Shareholders. This level is
benchmarked against compensation at other manufacturers and food companies of a similar size
and amounts are determined based on the Company’s performance. Compensation for each position
reflects the weight of work responsibilities and the extent to which they contribute to and achieve
the Group’s consolidated earnings results. Thecompensation for directors who are Audit &
Supervisory Committee Members is within the range resolved by the General Meeting of
Shareholders. This level is set at an appropriate amount in comparison with other companies of the
same size based on an external survey.
2) The compensation consists of base compensation and performance-linked compensation. Base
compensation consists of a salary for oversight as compensation for overseeing management and an

executive salary component for the execution of operations.
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Performance-linked bonuses consist of a short-term incentive (cash bonus) that is determined based
on the consolidated operating profit for the Megmilk Snow Brand Group and a long-term incentive
(stock based compensation) based on the financial indicators related to the Group’s medium- and
long-term performance.
(2) Policy on Setting the Ratios for the Compensation for Individual Directors
The ratio of the base compensation, short-term incentive (cash bonus) linked to performance and long-
term incentive (stock-based compensation) is approximately 6:2:2 (in the event that earnings indicators
for the performance-linked bonus are achieved).
(3) Policies on Deciding on the Substance, Amount and Calculation Methods for Performance-linked
Compensation and Non-financial Compensation
1) Short-term incentive (cash bonus)
This is paid as an incentive in line with the extent to which the Group’s consolidated earnings are
achieved in each fiscal year. The earnings indicator is the Group’s consolidated operating income.
2) Long-term incentive (stock-based compensation)
The earnings indicators linked to performance are EBITDA and ROE, which assess improvements
in profitability and capital efficiency.
When including the portion not linked to performance, the weighting is 4:4:2 for EBITDA, ROE,
and the portion not linked to performance, respectively (if each performance indicator is achieved).
(4) Policy for Setting Timing and Conditions for Payment of Compensation to Directors
1) Base compensation: The monthly amount is set and paid on the salary payment date for employees.
2) Performance-linked compensation, short-term incentive (cash bonus): Paid within one month after
the completion of the regular general meeting of sharecholders
3) Performance-linked compensation, long-term incentive (stock-based compensation): Paid
separately based on internal regulations on stock issuance
(5) Matters Related to Decisions on Content of Compensation for Individual Directors
The compensation for each individual is resolved at the Board of Directors meeting after being
discussed in advance by the Compensation Advisory Committee, which is mainly composed of
independent external directors. An Audit & Supervisory Committee Member selected by the Audit and
Supervisory Committee may give his/her opinion on compensation for directors who are Audit &
Supervisory Committee Members at the general meeting of shareholders.
2.Total amount of compensation in the fiscal year under review
(1) Total compensation by type (million yen)
Directors (excluding Audit and Supervisory Committee members): Total compensation of 247 (of
which, base compensation is 219, short-term incentive (cash bonus) is 0, and long-term incentive
(stock-based compensation is 27), for 12 directors
(outside directors in parentheses): Base compensation is (16), for 3 directors
Directors (Audit and Supervisory Committee members): Base compensation is 42, for 3 directors

(outside directors in parentheses): Base compensation is (19), for 2 directors
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4.

5.

Total compensation of 289 (of which, base compensation is 261, short-term incentive (cash bonus) is 0,
and long-term incentive (stock-based compensation) is 27), for 15 directors
(outside directors in parentheses): Base compensation is (36), for 5 directors
Notes:
1.

The numbers above include three directors (excluding Audit and Supervisory Committee
members and including one outside director) who retired from their positions upon conclusion
of the 13" Annual General Meeting of Shareholders held on June 28, 2022.

The long-term incentive (stock-based compensation) noted above is non-cash compensation
specified in Article 121, Provision iv-(a) of the Regulations for Enforcement of the Companies
Act.

The compensation of directors (excluding directors who are Audit and Supervisory Committee
members) was limited to up to 800 million yen per year (including no more than 50 million
yen per year for outside directors) by resolution of the 11™ Annual General Meeting of
Shareholders held on June 24, 2020. There were six (6) directors (excluding directors who
were Audit and Supervisory Committee members and including one (1) outside director) upon
conclusion of the 11™ Annual General Meeting of Shareholders. A separate allocation of up to
a total of 172 million yen in performance-linked stock-based compensation was also approved
by resolution of the 11™ Annual General Meeting of Shareholders during the period extending
from the end of the fiscal year on March 31, 2021 to the end of the fiscal year on March 31,
2023. Five (5) directors (excluding directors who were Audit and Supervisory Committee
members and outside directors) were eligible for this compensation program upon conclusion
of the 11™ Annual General Meeting of Shareholders.

Of the compensation noted above, the funds for “short-term incentive (cash bonus)” and
“long-term incentive (stock-based compensation)” shows the amount of the provision to
reserves for Company directors (excluding directors who are Audit and Supervisory
Committee members).

The amount of compensation for directors (who are Audit and Supervisory Committee
members) was limited to up to 200 million yen by resolution of the 7" Annual General
Meeting of Shareholders held on June 28, 2016. There were (3) directors (who were Audit and
Supervisory Committee members) upon conclusion of the 7" Annual General Meeting of
Shareholders.

[Supporting System for Outside Directors]

Outside directors are provided with documents and information from the General Administration Dept.

ahead of each meeting of the Board of Directors.
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[Members of the Company who were formerly top executives]

Corporate counselors who were formerly top executives

Employment Date the Ter
conditions person m of
Name Position Description of duties (whether ful?time or | resignedas | offic
non-fulltime, top e
compensated or executive
uncompensated)

Number of corporate counselors who were
formerly top executives

Other important information:

2. Matters on Functions of Business Execution, Auditing, Oversight, Nomination and Remuneration

Decisions (Overview of Current Corporate Governance System) - Updated

* The Board of Directors consists of nine directors (excluding directors also serving as Audit &
Supervisory Committee members) (eight men and one woman, including two outside director) and three
directors who are concurrently Audit & Supervisory Committee members (three men, including two
outside directors). In principle, the Board of Directors convenes once per month (twice during months
when there is a quarterly Board of Directors meeting). Meetings involve sufficient discussions
concerning the direction of management and efforts are made to ensure these functions are operating
effectively, with emphasis placed on the supervision of business execution, including the management

risk control.

* In fiscal year ended March 31, 2021, the Board of Directors convened 18 times. All directors attended

all 18 meetings.

* The Board of Directors ensures the flexibility of business execution by consigning business execution
to executive directors and executive officers, excluding matters stipulated in laws and the Articles of

Incorporation as well as important matters that have a certain impact on the Company.

-25-



* The Company has entered into a contract with directors excluding executive directors to limit their
liability for damages in Article 423, Paragraph 1 of the Companies Act, in accordance with the
provisions of Article 427, Paragraph 1 of said Act. The limit of liability pursuant to said contract is the
higher of 10 million yen or the minimum liability amount set forth in Article 425, Paragraph 1 of said
Act.

* The executive officer system clarifies the accountability of executive directors and executive officers
and can speed up the decision-making process for business execution. The Company has established the
Management Executive Committee, which convenes at least two times per month, in principle, as an
organ that deliberates on important matters for business execution. The Management Executive
Committee is comprised of representative directors (three men) as well as executive officers and general
managers from the head office responsible for business departments related to the matters being

discussed.

* The Audit & Supervisory Committee consists of all Audit & Supervisory Committee members; at least
one of whom possesses knowledge in finance and accounting. The committee meets once per month, in
principle, where they establish audit policy and conduct supervision of management, in addition to
covering audits of the execution of duties by the Board of Directors. An audit system has been put into
place that is efficient and effective for monitoring the execution of all business including Group
companies using the internal control system. In addition, the Audit & Supervisory Committee members
attend important meetings including those of the Board of Directors, Corporate Ethics Committee and
Management Executive Committee, where they share their views as needed. They are also responsible
for certain supervision of the business execution of the Board of Directors through exercising their

voting rights at meetings of the Board of Directors.

* The Internal Audit Department seeks to improve the effectiveness and efficiency of operations, which
is the purpose of internal control, by increasing the reliability of financial reporting and conducting
audits with the purpose of ensuring compliance and increasing corporate value through the preservation
of the Company’s assets. In performing audits, it reviews and evaluates whether business activities are
being executed appropriately and efficiently based on the audit plan established following the
management policy and management plan. Also, results of audits are reported as needed to the president,

Audit & Supervisory Committee and related departments.

* The Company has concluded an audit agreement with Deloitte Touche Tohmatsu LLC to serve as

accounting auditor.

+ The Company established the Corporate Ethics Committee and the Group Sustainability Committee

in order to strengthen corporate governance .
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The Corporate Ethics Committee, established as an advisory body to the Board of Directors, is
comprised of 10 members, including seven external experts (four men and four women) from outside the
Company including outside directors and three executive officers including representative directors (two
men and one woman). In principle, the committee holds regular meetings every other month. The
committee provides validation work and recommendations to the Board of Directors and verifications
from an outside perspective from ethical standpoints concerning legal compliance, general management,

and quality.

* The Company established the Group Sustainability Committee as a body for promoting sustainability
management. It consists of 35 members (34 men and one woman) who are executive officers including
representative directors, and presidents of group company. In principle, the committee convenes twice

per year.

* The Company has established the Nomination Advisory Committee and Remuneration Advisory
Committee as advisory bodies to the Board of Directors with the goal of strengthening corporate
governance, by securing the independence and objectivity of the Board of Directors’ functions related to

the nomination and compensation of directors.

* The Nomination Advisory Committee and Remuneration Advisory Committee each comprise a total of
seven members including four outside directors (three men and one woman) and three executive

directors (three men). Outside directors serve as the chairman per resolution of each committee.

3. Reasons for Adoption of Current Corporate Governance System

* The Company adopts a structure as a Company with an Audit and Supervisory Committee. This is
because the Company believes this structure is the most appropriate for improving the flexibility and

appropriateness of business execution as well as securing the effectiveness of supervision and audits.

* Outside directors carry out supervision of the execution of duties by directors and provide advice
concerning all aspects of management, as outside experts without a relationship of interest with the

Company.
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II1. Implementation of Measures for Shareholders and Other Stakeholders

1. Measures to Vitalize the General Shareholder Meetings and Smooth Exercise of Voting Rights

Supplementary Explanations

Early Notification of _ _ _ _

The Notice of Convocation of the Ordinary General Meeting of
General Shareholder , , ,
Mecting Shareholders is sent out at least three weeks prior to the date of the meeting.

Shareholders’ meeting
held on a date that avoids
the shareholders’ meeting
of other companies

The Company holds its general meeting of shareholders on a date

shareholders as possible can attend.

that

avoids the shareholders’ meetings of other companies to ensure that as many

Allowing Electronic
Exercise of Voting Rights

The Company allows voting rights to be exercised over the Internet.

Participation in Electronic

The Company uses a platform for the exercise of electronic voting rights by

disclosed in extraordinary reports and on the Company’s website.

shareholders is posted on our website.

Voting Platform institutional investors.

Providing Convocation The Company prepares convocation notices in English to inform investors

Notice in English outside of Japan about proposals. The Company posts this translated content
on its website.

Other The Company publishes the convocation notice and its attachments on its

website. These are published prior to sending the documents to shareholders
in order to provide ample time for shareholders to review the exercising of
their voting rights. In addition, the results of the exercise of voting rights are

A summary of the questions and answers at the general meeting of

2. IR Activities - Updated

Briefings for Analysts

president provides a summary explanation of the financial results

Supplementary Explanations Explanati
on by
represent
ative

Preparation and Details are made available in the Basic Policy on Corporate

Publication of Governance (in Japanese) published on the Company’s website.
Disclosure Policy

Regular Investor The officer responsible for investor relations explains the No
Briefings for individual | Company’s medium-term management plan as appropriate.

investors

Regular Investor Financial results presentations are held quarterly every year. The Yes
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and Institutional
Investors

and management policies, etc. at the interim financial results
presentation in mid-November and the year-end presentation in
mid-May.

Small meetings for the purpose of dialog with analysts and
institutional investors are also held in mid-June each fiscal year
and are attended by the president and officer responsible for IR.

Posting of IR Materials
on Website

The IR section of our corporate website contains financial results,
financial results presentations (slides), the main questions and
answers during presentations, timely disclosure documents, the
annual securities reports, integrated reports, notices of the Annual
General Meeting of Shareholders, etc. Financial results
presentations by the president are also provided as a video stream.

The Company has also established a page for individual investors
on the corporate website. This page provides the history and a
business overview of the Company.

Investor relations page (in Japanese):

https://www.meg-snow.com/ir/

Investor relations page (in English):

https://www.meg-snow.com/english/investors/

Establishment of
Department and/or
Manager in Charge of
IR

Investor Relations Group of the Public Relations & Investor

Relations Dept.

Other

The Company translates all important materials for disclosure to
investors into English, in principle, and posts them on the IR page
at the same time as the materials in Japanese or promptly after
disclosure.

We observe a quiet period for financial information and manage
insider information to ensure impartiality in dialogs with

shareholders and investors.
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3. Measures to Ensure Due Respect for Stakeholders

Supplementary Explanations

Stipulation of Internal Details are made available in the Basic Policy on Corporate Governance (in

Rules for Respecting Japanese) published on the Company’s website.

the Position of

Stakeholders

Implementation of To achieve food sustainability, the Company promotes sustainability
Environmental management to provide both social and economic value. We therefore specify
Activities, CSR material issues (materiality) and target achievement of KPIs (key performance
Activities etc. indicators). These initiatives are disclosed in the Megmilk Snow Brand Report,

an integrated report that contains both financial and non-financial information
of the Group, and in the annual securities report. To ensure as many
stakeholders as possible are able to view the report, printed versions of the
report are handed out at various opportunities and the content of the report is
also published on the Company’s website in both Japanese and English.

Development of Details are made available in the Basic Policy on Corporate Governance (in

Policies on Information | j apanese) published on the Company’s website.
Provision to

Stakeholders

IV. Matters Related to the Internal Control System

1. Basic Views on Internal Control System and the Progress of System Development

[Basic Policy on Internal Control]
* The Group considers internal control to be an important foundation for corporate governance. The
Group is working to further strengthen internal control and continually monitor its effectiveness, in order

to increase corporate value and grow in a sustained manner.

* The company develops and implements internal control through ongoing evaluations from the
perspectives of rules, organization and education, making improvements where necessary, in an effort to

build an effective internal control system.

* The Group actively implements sustainability management in accordance with the Megmilk Snow
Brand Group Sustainability Policy, in order to realize its corporate philosophy. In addition, the Company
has established the Group Sustainability Committee chaired by the president which proactively develop

sustainability initiatives by managing the progress of important issues (materiality).
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* The Company has established the Megmilk Snow Brand Group Charter of Corporate Behavior as
behavioral guidelines for the officers and employees of each Group company to follow during the course
of business activities. Under these rules, the Company will make efforts to ensure thorough corporate

ethics.

[Status of Internal Control]
(1) Compliance System

* The Company has established the Megmilk Snow Brand Code of Conduct Guide as a set of behavioral
standards to be followed by officers and employees. Every year all officers and all employees are
required to submit written pledges of compliance to the president. In turn, the president submits them to

the officer responsible for sustainability.

* The Company established the Corporate Ethics Committee as an advisory body to the Board of
Directors. As a result, a system is in place whereby committee members (outside members) provide
recommendations to management from an outside perspective and validate implementation, with the

results reported to the Board of Directors.

- Sustainability leaders are assigned to every department, and initiatives are undertaken systematically
to ensure thorough compliance, including holding “Commitment Day — Taking Ownership of Our

Responsibilities as a Food Provider.”

* Pursuant to the Whistleblower Protection Act, the Company has established regulations on

whistleblowing that clarify the standards that must be met organization wide.

* The Megmilk Snow Brand Group has established both an internal whistleblowing hotline, the Megmilk
Snow Brand Hotline, and an external hotline (attorney) for external whistleblowing consultations, both of
which are available to the entire Group. Both hotlines serve to address all matters, not only compliance issues,

but also issues such as consultation regarding work-related questions and proposals.

* Whistleblowing claims and consultations brought to the hotlines along with the status of response are
reported to management weekly with a focus on prioritizing the protection and privacy of the whistleblower.
They are also reported monthly to the Corporate Ethics Committee, an advisory body to the Board of

Directors.

* Furthermore, checks are performed semi-annually to monitor whether whistleblowers who used the
hotline have been subject to any form of unfair treatment, with the results reported to the Corporate

Ethics Committee.
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(2) Risk Management System

- With regard to the effectiveness and progress management of various measures following the
Company’s management strategy and profit plan, relevant departments in charge identify the risks
associated with such and consider responses. Actual responses are finalized after deliberations at
meetings of the Board of Directors and Management Executive Committee. Market risk such as foreign
exchange rates and interest rates and credit risk of business partners are managed by relevant
departments in charge pursuant to the Company’s regulations on accounting. Company-wide risk

management is undertaken by the Management Executive Committee and others.

* We manage the quality risk intrinsic to our business as a manufacturer by incorporating the ISO 9001
and HACCP (Hazard Analysis and Critical Control Point) approaches to quality management according
to global standards and through the establishment of our proprietary MEGMILK SNOWBRAND Quality
Assurance System (MSQS), based on the MSQS Rules on operation.

* In case of an unexpected event, an Incident Response Headquarters will be established depending on
the scale of the problem, pursuant to the Company’s regulations on risk management. In this manner, a
system is in place whereby this headquarters swiftly leads the necessary initial response to minimize

damages and impacts, etc.

(3) Information Management System
* The Company retains and manages the meeting minutes of the Board of Directors, approval
documents, and other information related to the duties of directors, etc., appropriately pursuant to

miscellaneous company regulations.

* Information that is retained and managed is made available for viewing at any time at the request of

directors and Audit & Supervisory Committee members.

(4) Group Company Management System

* The Company receives reports from Group companies and performs monitoring as needed pursuant to
the Company’s regulations on affiliated companies, in order to secure the appropriateness of operations
of Group companies. In this manner, the Company provides appropriate guidance and supervision as a
parent company. Additionally, the Company’s Internal Audit Department conducts audits on Group

companies.

* Meetings of the Board of Group Company Presidents are convened regularly to ensure thoroughness of
Group policy. The Board of Group Corporate Auditors ensures the thoroughness of the Group’s audit

policies.
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* The Company requires that all Group companies ensure that everyone understands The Megmilk Snow
Brand Code of Conduct Guide and comply with each company's code of conduct. Additionally, we

support compliance and other sustainability initiatives.

* The Group’s hotlines are utilized as the whistleblowing system for Group companies. These hotlines

are administered in an integrated manner within the Group.

2. Basic Views on Eliminating Anti-Social Forces

* The Company forbids any and all relationships with anti-social forces, including business transactions
and friendships.

* The entire Company works on the exclusion of anti-social forces, and the Company’s regulations on
risk management specify a “system for preventing damages caused by anti-social forces.”

* As an internal system, a department has been designated to address any cases of unreasonable demands

by anti-social forces and a system has been put into place for reporting and responding to incidents that

do occur.

V. Other

1. Adoption of Anti-Takeover Measures

| Adoption of Anti-Takeover Measures Adopted

| Supplementary Explanation

The Company has introduced a response policy concerning actions involving the mass purchase of the
Company’s shares (hereinafter, “Takeover Defense Measures™) with the purpose of securing and
increasing corporate value and the joint interests of shareholders. The Takeover Defense Measures are
valid until the Company’s 15th Ordinary General Meeting of Shareholders to be held in June 2024. The
Takeover Defense Measures are an advanced warning purchase defense package, which set out rules
concerning large-scale purchases of the Company’s shares that require sufficient information to be
provided regarding the large-scale purchase from the purchaser and that the Board of Directors
evaluate and consider the information and then provide said information to shareholders together with
the view of the Board of Directors on the large-scale purchase, in order for shareholders to evaluate the
large-scale purchase. If sufficient information is provided following these rules, in principle, the

Company will allow shareholders to determine to approve or disapprove of the large-scale purchase by

public tender offer.
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However, if the purchaser does not follow the large-scale purchase rules or even if they do follow the
large-scale purchase rules but the large-scale purchase could significantly damage the Company’s
corporate value or the shared interests of shareholders, the Company plans to invoke defense measures,
including the allotment of stock acquisition rights without contribution. The Takeover Defense

Measures are published on the Company’s website.

2. Other Matters Concerning to Corporate Governance System

The Company has established the Megmilk Snow Brand Group Charter of Corporate Behavior as part of
its efforts to strive toward fair and transparent business activities. Management information is disclosed
promptly and accurately following the disclosure rules of financial instrument exchanges and also

published on the Company’s website promptly.

The disclosure of company information is managed by the officer responsible for the General Affairs
Dept. who also services as the CIO and a system is in place where all management information is
reported to the General Affairs Dept. and the officer responsible. Disclosure procedures are carried out
by the Accounting & Finance Dept. and the officer responsible as well as the Public Relations & Investor
Relations Dept. and the officer responsible. Company information is disclosed to the Finance Bureau,
financial instruments exchanges, media outlets and on the Company’s website (see Attachment “Flow of

Management Information”).

Company information subject to the timely disclosure standards set forth in the Tokyo Stock Exchange’s
Securities Listing Regulations and Sapporo Stock Exchange’s Rules on Timely Disclosure of Company
Information by Issuers of Listed Securities is disclosed in principal after approval by the Board of
Directors. When urgency is required, such as the disclosure of information on an event that occurred, the
Representative Director and President and Officer Responsible for the General Affairs Dept. can act
expediently, which is to be reported to the Board of Directors immediately after the fact. In addition,
disclosures pursuant to the Companies Act, Financial Instruments Exchange Act and other laws and
regulations are addressed in a similar manner as company information subject to the timely disclosure

standards of financial instrument exchanges.
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Attachment — Flow of Management Information

Disclosure of information to shareholders and investors
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